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Managing integrity risks and
securing capital

How organizations manage their capital today
will define their competitive position tomorrow.
The global nature and increased complexity

of many M&A deals present unique risks to
how companies manage their capital and
transactions. A well-intended transaction can
easily be derailed due to fraud, compliance
issues or poorly-constructed contracts.
Companies need to manage these integrity
risks to minimize exposure to loss of deal value,
costly regulatory sanctions and
time-consuming post-closing disputes.

Requlatory pressure

Global regulators expect companies engaging

in cross-border transactions to be mindful

of bribery, corruption and third-party

risks as a component of a broader analysis

of compliance-related risks. For example,

acquisition targets that were the subject of

recent enforcement actions may be exposed

to potential post-acquisition liability. The UK :

Bribery Act, the US Foreign Corrupt Practices : Due
Act (FCPA) and interpretations such as the US diligence
Department of Justice's “Halliburton Opinion” :

each emphasize the importance of conducting :

anti-bribery and anti-corruption (ABAC) @ - et cicsiecessnnnen
due diligence on the part of directors and ;

management. : Forensic
: due diligence

Transaction disputes

Nearly one-third of all closed transactions

end with a dispute between the parties.
Contractual language surrounding post-closing
accounting mechanisms and arbitration
clauses in the purchase agreement should be
carefully considered during pre-transaction
planning. Deals can also lose value when

the parties disagree on the application of Strategize recurring vs.
the purchase agreement, such as disputes : nonrecurring risk mitigation
related to price adjustment or locked-box Government contract due
mechanisms. In some cases, transaction diligence

disputes are exploited by one of the parties :

to the deal. In others, disputes are a natural

extension of the price negotiation.

Assess the risks of fraud,
bribery and corruption,
money laundering,
economic sanctions and
conflicts of interest

Perform fact-finding and
transaction testing

Conduct integrity diligence
(e.q., background checks)

The true M&A challenges

EY Transaction
Forensics Services




® Pre-acquisition services

Before closing any deal, both parties need to analyze a range of risks to minimize potential loss of deal value.
These risks may include fraud, bribery, corruption, restrictions on trade and export, other conflicts of interest,
third-party integrity, reputation, and regulatory investigations. We help organizations mitigate these risks during
drafting and before signing to help protect and deliver transaction value.

Draft Signing - Completion
contract date date

>

Pre-signing
purchase agreement
advice

Pre-completion
assistance

Investigation and
compliance services

Perform completic;n account
trial runs (e.g., net working
capital, earn-out)

Advise on merits of different
purchase-price mechanisms

Assist with the development
of anti-fraud or ABAC

Support pre-signing compliance programs

negotiations (e.g., treatment
of debt, cash and working
capital, appropriate earn-out
target, permitted leakage)

Assist with the estimation
process of closing net debt
and working capital for compliance risk programs
determining initial and perform compliance
consideration payable at monitoring

completion

Conduct post-closing risk
assessments; advise on

Focus the outcome of

commercial negotiations by
working with you and your
advisors to incorporate
specific provisions within
the purchase agreement

Leverage data analytics

to perform enhanced due
diligence with additional data
from the acquired business,
post closing

Conduct fraud
investigations




The journey to M&A success has peaks and valleys. Understanding the
terrain, preparing for the unexpected and mitigating risks along the
way are critical efforts to a successful transaction. At EY, we assist
organizations and legal counsel in identifying and mitigating financial,
operational and reputational risks inherent to M&A transactions.

® Post-acquisition services

Uncertainties related to valuations, working capital adjustments and earn-outs, along with increased
investments in emerging markets, expose transacting parties to significant risks even after the deal
is completed. We help organizations mitigate and resolve post-closing disputes and ease the purchase

integration process by conducting appropriate risk mitigation exercises.

Draft

Post-close
integration

Completion accounts
preparation
and review

Advise and assist with the
preparation or review of
completion account

Formulate positions
and identify supporting
documentation for
adjustments

Assist management with
requests for information to
the other party

Prepare the objection notice

completion
accounts

Objection
notice

Appointment
of neutral
accountant

Completion
accounts

Breach of
reps and
warranties
claims

......-...........‘............................»
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Completion
accounts dispute

Provide and analyze factual
information to form a
realistic settlement position

Advise on the pros and cons
of settlement vs. a neutral
accountant (i.e., expert or
arbitrator) determination

Support the objection
notice's negotiation of
disputed amounts

Neutral accountant
determination

Assist in the preparation
of submissions to the
neutral accountant

Provide advice in the
selection of the neutral

Assist in the preparation
of responses to the neutral
accountant’s questions

Act as independent neutral
accountant in a post-closing
dispute and provide a
determination

Expert witness
services

Serve as consulting expert
or testifying expert on behalf
of seller or buyer

Provide independent advice
in the expert witness
identification process

Assist in the preparation
of representation and
warranties claims




AdVISIan_] on fransactmns of all sizes - f'rom start upsTo @Qal‘ conglﬂmera es

L

Experience gained from managing a 5|gn|f1cant number of ABAC due
- . diligence engagements across all sectors

> i'_ong history serving as independent arbitrators or experts on a wide range
of M&A matters

» Recognized industry leader in managing transaction risks by numerous
leading publications

Unwavering commitment to quality

» Collaborative and transparent project management approach that includes
timely reporting and communication

» Globally consistent methodology that governs our project teams around the
world

Cutting-edge technology to enhance quality and
deliver efficiency

» Innovative use of forensic data analytics to detect fraud and noncompliance
risks with precision and speed

» Leading eDisovery and forensics resources to support investigations and
disputes in a forensically sound and cost-efficient manner
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Quito m Taipei
Rio de Janeiro ®m m Tokyo
San Antonio
San Francisco
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Santiago
Sdo Paulo
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Toronto
Washington Metro DC

Countries with EY presence

Forensic labs

Advanced security centers

Forensic data centers

Managed Document
Review centers
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About EY 4 1 T
EY is a global leader in assurance, tax, transaction and advisory services. The insights and quality services we deliver helprbm_g tr.ust a‘hd confldence in u‘le capltal markets&nd Tn
economies the world over. We develop outstanding leaders who team to deliver on our promises to all of our stakeholdeyﬂ'so dc,)Jng we playa critical role m)’.xélrldlnda'b ter worklnq

world for our people, for our clients and for our communities. 4 , rt
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EY refers to the global organization, and may refer to one or more, of the member firms of Ernst & Young Global Limited, each of WhICh is a separate Iegal e'ﬁtlty Ernst & Young Globab

Limited, a UK company limited by guarantee, does not provide services to clients. For more information about our organization, please visit ey.com. -
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Dealing with complex issues of fraud, regulatory compliance and business disputes can detract from efforts to succeed. Better management of fraud risk anq compllarfte fﬁ; i!
idisciplinary and
ge and the latest

a critical business priority — no matter the size or industry sector. With approximately 4,500 forensic professionals around the world, we will assemble the right mul
culturally aligned team to work with you and your legal advisors. We work to give you the benefit of our broad sectlgr experience, our deep subject- -matter kno
insights from our work worldwide. / ‘,-'- s o Vs
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This material has been prepared for general informational purposes only and is not intended to be relied upon as accountingv,_ta';'o‘r other professional advice. Please refer to your advisors for specific advice.
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