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We all feel good when we receive a well meant compliment. One of the best compliments a business 
owner can get is to receive an unexpected invitation from a well-respected or well-known company 
in its own industry to discuss the acquisition of the company. Isn’t this a clear recognition that they 
must be doing things well, as they would otherwise, not receive such an unsolicited offer? 

 

 

Put Aside Visions of Sandy Beaches 

 

The truth is, one should be really cautious about spending too much time evaluating offers that 
arrive out of the blue. However, it is very easy to get drawn in. The potential buyer can, of course, 
be tested as a sounding board to assess what the valuation in the market might be or, they may 
even be the “white knight” you were waiting for. 

 

In such situations, visions of sandy beaches with blue seas seem far more attractive than a 12 hour 
working day, battling daily to win new customers and being the driving force that keeps your team 
motivated. However, this vision of abundant leisure time should be set aside, as should the 
champagne. Get back to reality – Fast!  
 
But why not explore further? After all, it could potentially be a good offer and you never know for 
sure what such an unsolicited offer will bring. However, it is typically not an offer, rather an 
invitation to start talking. What you should be aware of are the following: 

 

1. It will take considerable time and cost before a tangible offer appears on the table.  

2. There is the possibility it will disrupt your core business, taking up valuable management 
time. Also, you want to avoid at all costs, that this unexpected interest becomes public 
knowledge within your company, which could unsettle staff and have a serious impact on 
the business  

 

Compliments Will Flow But It's Too Early for Champagne 

 

A real offer will take time to materialize; the potential buyer will be charming and full of 
compliments about your business and its possible value. However, in order to establish the real 
value, the buyer will require more information. Logical, of course; however, once you decide to 
provide the first set of simple information, which you can easily handle yourself, from then on, the 
task immediately becomes more arduous. 

 

In the next round of information exchange, you may already have to include your CFO. 

 

We all know that everything has its price so, if someone comes along with a knock-out offer, then 
you should have a listening ear, but be aware that the risk of the interested party determining your 
selling process and time frames is pretty high. If you receive an unsolicited offer on the house you 
own, your decision to be interested or not is quite simple - You know the prices of similar houses 
in the area and you know your own/and your partner’s appetite for being interested; the same is 
not true when selling a business. 

 

  



Optimize Your Business for Sale to Increase Equity Value 

 

There are many aspects of a business that can be optimized for a sale, which will increase your 
equity value. Without the proper preparation and ability to present the true value for any buyer, 
the chances are high that you are confronted with a bargain seeker who may have sent out many 
unsolicited offers in order to seek attractive deals. Such approaches could merely be a “fishing 
trip”, the wrong response to which could also get into the hands of your major competitors. 
So, what should you do if such an invitation comes your way, which you do want to explore? First 
of all, without any further discussion, make sure you have in place a signed Non-Disclosure or 
Confidentiality Agreement. 

 

 

Get Your M&A Advisor Involved – Early 

 

If you have a relationship with an M&A Advisor, then get them involved at this early stage. They 
can help you to determine whether a bidder is serious and whether selling now is in your best 
interests. The role of the M&A Advisor works both ways and can also help you to understand how 
best to position yourself in the market to achieve your highest ROI. 

 

Your business value: Unless you understand your company’s value in the current market, you 
can’t possibly decide whether a bid is fair (though it probably isn’t, since buyers typically don’t offer 
more than they have to pay). An M&A Advisor with a good understanding of your industry and 
technology can help you to analyse the value drivers within your business and, in the case of a 
strategic buyer, help you to determine the value your business may have for the buyer. 

 

The buyer’s strategy: Is the buyer a financial buyer, looking to consolidate an industry sector? 
Is it a technology purchase, looking to acquire the talent in your company? - Or something else? 
Another aspect is the experience of the unsolicited buyer. Is this their first acquisition, how many 
others have they made, what were the valuations they used for previous acquisitions? The answer 
to all of these questions may have a significant impact on the valuation. If the knock on the door 
is from a strategic buyer, then it is imperative you establish the buyer’s motivation. 

 

Buyer’s ability to purchase: To ensure an unsolicited buyer can put their money where their 
mouth is, your M&A advisor will find out how they are capitalized. Is it based on debt, what is their 
level of profit and cash flow generation, the quality, the personalities of the management team and 
the cultural fit, etc.? If they require financing for the transaction, are the funds readily available or 
do they plan to secure funding once the valuation is agreed.  

 

History: A buyer might have a history of trying to snap up businesses on the cheap or perhaps 
even through hostile bids. There are myriad scenarios. In short, you need to glean an 
understanding of their reputation in the market, from trusted sources. 
No buyer can make a serious, unsolicited offer without having access to some key data. 
It is not difficult to: 

• Provide a balance sheet and P&L for the last 3 years 
• Include your current FYE and next year’s planned budget and forecast 
• Overview of the organization (No names) 
• Products/Services overview 

 

Once the buyer has this information and you have had answers to all the questions raised above, 
with regard to the buyer’s credibility, you will also want to determine what the valuation is that you 
would accept as your purchase price and present that to the buyer. This is where your M&A Advisor 
plays an important role. They can explain the strategy you have for the business and the hidden 
value that is included in achieving this plan. All of which should be factored into the valuation. 



Your M&A Advisor Can Articulate The Value of Your Strategy 

 

In other words, “If, dear buyer, you are interested in us, then you have to take into account these 
growth plans and work them into the valuation.” You can share your valuation with them but we 
typically advise our clients to ask for an indicative offer which takes your strategy into account. 
After all, they took the initiative to make the approach, so they should have a figure in mind. 
A documented offer (LOI) including the process, timeline etc. must be in place before any further 
due diligence can be scheduled or accepted. Also, make clear that after the initial and typically 
pleasant conversations/meetings in the early phase, all communication will take place via your M&A 
Advisor. This puts a buffer between you and the potential buyer, who otherwise may cause too 
much distraction with additional questions. 

 

 

Confidentiality is Assured via an Experienced M&A Advisor 

 

Your M&A Advisor must be able to first get a serious and relatively acceptable LOI on the table to 
make it really worth your while becoming involved. An M&A Advisor can instruct the buyer that in 
case the LOI is not attractive enough, it may trigger a round among other potentially interested 
buyers. This is something you might consider anyway, as long as you have not agreed a period of 
exclusivity, and it will help you to gauge how attractive such an offer really is. An M&A Advisor who 
understands your business well can get a clear indication within a 4-6 week period, whilst keeping 
the enquiry confidential. 
In this way, business owners, but also publicly listed companies, can avoid making costly mistakes. 
Once a complimentary invitation to begin discussions has been made it’s all too easy to make the 
mistake of dedicating most of your time to selling your business rather than running it. 

 

 

Losing Focus on Your Business Can Spell Disaster 

 

Many companies that become involved in the process of being acquired are guilty of losing focus 
on their day-to-day operations. In many cases, these businesses suffer from a significant 
competitive downturn. Further, if the acquisition does not materialize, their business has lost value 
instead of gaining value during the process. Particularly in privately held companies, the business 
owner already wears many hats and is deeply involved in many aspects of the organisation. In this 
scenario, the lure of sandy beaches, prompted by the unsolicited offer to buy the business, may 
well end in burn-out. 

 

 

Don’t Fall Prey to Such Offers; Control The Whole Process 

 

However, this doesn’t happen if you decide when to sell your business as, in that case, you control 
the entire process. You can then take the time to prepare properly, ensuring that all aspects of 
your business are well polished, under control and appropriately documented. An M&A advisor that 
has an in-depth knowledge of your products & solutions and the dynamics of your market can 
guide you on the right time to sell, articulate the real value proposition of your business and qualify 
the right buyer. 
Unsolicited offers typically end in short-cuts to parts of the sale process, which are generally only 
beneficial to the sharp and agile buyer. 
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