Dealing with unsolicited approaches

Company owners often receive approaches
from firms (private equity and trade) who are
interested in acquiring their businesses well in
advance of the intended time horizon for a sale.
It is always flattering to receive such
approaches and is an indication that others
recognize your achievements and the quality of
the business you have created. It also suggests
that when the time does come to sell your

business, you will have a number of parties who
have already put their hands up as potential
suitors. ltis also a good dynamic when you do
launch a sale process to have, as a reason for
sale, the fact that you have received a number
of approaches and that this has influenced your
thinking behind the decision to put the
company on the market.
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So what should you do if you receive an unsolicited approach?

There can be considerable advantages in meeting
up with or having an initial call with a prospective
suitor in advance of a sale exercise including:

- as and when you do launch a sale exercise, it
makes them feel they have a bit of a head
start/inside track which may encourage them to
devote significant attention and resource to the
sale exercise

- it could occasionally result in them making a
knock out/pre-emptive bid for your company
(paying tomorrow’s price today!)

- you can glean useful information regarding the
market and their own business (particularly
relevant in the case of overseas trade buyers)

- itis possible in the case of overseas trade

acquirers that they indicate an intention to enter
the UK market organically if they can’t find a
suitable acquisition target or that if you are not
interested in selling, they will buy one of your
competitors. This may influence your thoughts on
timing if the company in question is, for example,
a US “category killer” e.g. Amazon which could
represent a major competitive threat.

it may provide you with a useful insight into
prospective suitors’ acquisition criteria which may
suggest you should modify your corporate
strategy accordingly to ensure your company
meets those criteria
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Some Golden Rules

- Don’t seem too keen! Play hard to get and say

you have no current intention to sell the company
although you are frequently receiving approaches
from potential suitors.

If you do agree to meet or have an extended call
on the back of an unsolicited approach, don’t
accept the first time suggested. Also don’t’ agree
to go to their offices - let them come to your
offices or, if there is a confidentiality issue with
that, somewhere convenient to you

When discussing your business, talk about its
significant growth potential (hence you would be
selling yourself short by selling the company
now!) but don’t provide detailed financial
projections - that could come back to haunt you
if and when you do launch a sale exercise if you
have underachieved the numbers you have
provided. Also bear in mind that in due course,
the corporate finance adviser you appoint for the
purposes of a sale exercise will no doubt be
looking to present a number of adjustments or
add backs to your actual profitability

Never give an indication of an acceptable price -
the message must be consistent that you are not
for sale
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- Ask lots of questions about them and get them to

talk about their business and their views on the
market and the competitive landscape in the UK
and in the case of overseas corporates, their local
market - this may help you determine whether
there is an opportunity for you to enter their
market

Make a note of any unsolicited approaches you
receive for future reference and if a meeting or
call ensues take detailed notes of what was said

If you are receiving a lot of approaches from
private equity houses, be a bit selective in terms
of those you meet. Give preference to any US PE
Houses (they pay more!) and houses who
specialise in your sector. Before agreeing to meet
any PE House, ensure that their target valuation
range matches the value you are looking to
achieve on exit. Don’t go overboard with
meetings with PE Houses - attending too many
such meetings could detract from your focus on
the business and the law of diminishing returns
applies.

Guard against private equity houses who
approach your management team directly behind
your back with a view to encouraging them to
undertake an MBO. Any such approaches should
be nipped in the bud.
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Strategic advisory and capital raising services
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CAPITAL MARKETS CAVENDISH
Largest Nomad and AIM company financial Leading UK mid-market M&A house
adviser and no. 1 broker on AIM with global reach

Plc Strategic Debt Advisory Private Growth
Advisory Capital

Strategic capital market Strategic takeover, Identifying the optimal Raising institutional capital Leading M&A advisorywith
advice around liquidity shareholder activism and capital solution forgrowth forambitious private unrivalled specialist
events, IPOs and financial advisoryto companies expertise in managing the
fundraisings publicly quoted com panies sales process

and bidders

Delivering your business ambition

finnCap Group provides strategic advisory and capital raising services to companies.

We are mid-market specialists dedicated to providing the highest quality service to our clients both private
and public.

We provide quality broking and fundraising capabilities alongside excellence in M&A advisory with a
global reach. We have sold over 600 companies to date and are recognised as the largest Adviser on the
LSE and No.1 broker on AlM.

finnCap Group always put clients first delivering your business ambition, whether that is to raise growth
capital, IPO, refinance, raise debt for your business, execute an acquisition or sell your business.

Our specialist sector knowledge and entrepreneurial approach helps companies to achieve their ambition.
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CAVENDISH

1 Bartholomew Close
London, EC1A 7BL

+44 (0) 20 7908 6000

WWW.FINNCAPCAVENDISH.COM

AMBITION DELIVERED

finnCap Group is a trading name of the group of companies owned by finnCap Group plc
(company number 11540126), an English incorporated company with its registered office at One
Bartholomew Close, London, EC1A 7BL. finnCap Group plc is the holding company of finnCap Ltd
(company number 06198898), an English incorporated company with its registered office also at
One Bartholomew Close, London, ECIA 7BL, and which is authorised and regulated by the
Financial Conduct Authority (reference number 467766). finnCap Group plc is also the holding
company of Cavendish Corporate Finance LLP (company number OC333044), an English
incorporated limited liability partnership with its registered office at One Bartholomew Close,
London, EC1A 7BL, and which is authorised and regulated by the Financial Conduct Authority
(reference number 474794). This brochure has been prepared and made available by finnCap Ltd
(trading as “finnCap”) and Cavendish Corporate Finance LLP (trading as “Cavendish” or
“Cavendish Corporate Finance”). finnCap Group plc does not provide any advice or services to
clients and nothing in this brochure should be interpreted as such.

This brochure and information contained/referred to herein is not directed at or intended for
distribution to or use by any person or entity who is resident in any jurisdiction where such
distribution, publication, availability or use would be contrary to law or regulation or would subject
finnCap Group plc, finnCap Ltd or Cavendish Corporate Finance LLP (together the “finnCap
Group”) to a registration or licensing requirement. The services of finnCap Ltd may only be
provided to persons who are eligible counterparties and professional customers (as defined within
the rules of the Financial Conduct Authority). The services of Cavendish Corporate Finance LLP
may generally only be provided to persons who are eligible counterparties and professional clients
(as defined within the rules of the Financial Conduct Authority).

This brochure has been prepared by finnCap Ltd and Cavendish Corporate Finance LLP using
sources believed to be reliable and accurate but which cannot be warranted to be completely
accurate. The information in this brochure is subject to change without notice. finnCap Ltd is the
largest Nomad and AIM company financial adviser, No. 1 broker on AIM and top 5 adviser to
ambitious growth companies on the LSE on the basis of the number of its retained Nomad and
broking clients. Directors, representatives and employees of each member of the finnCap Group
do not accept liability for any inaccuracies in the brochure or for any loss or damage consequent
on action taken reliant on information contained therein. Unless otherwise stated, the copyright
and all other rights in the material in this brochure are owned by the finnCap Group or a member
thereof. By accepting this brochure, you agree that you will use the information solely for your
internal business purposes and that you will not otherwise copy, transmit or distribute in any way
any of this material in whole or in part. All trademarks, service marks and logos are those of the
finnCap Group.
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