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1. WATCH THE BIRDIE
Keep your eye on the business and keep hitting forecast numbers.
The most common reason for purchasers chipping away at the
price is that vendors don’t meet targets in the negotiation period.

2. TRANSPARENCY
One sure way of losing a deal or facing a price reduction during
negotiations is lack of transparency. You need to give full and
frank disclosure before offers are made. 

3. STRESS
Watch out for a significant increase in stress as you try and
juggle the input necessary in the process with the management of
the business. It helps if you’ve planned it and your house is in
good order, but in reality this is rarely the case. Hospital
beckoned for one unfortunate client.

4. MOMENTUM
Keep momentum in the deal and the timetable tight. Purchasers
are busy and will quickly lose interest if information is not
available or if milestones are not achieved.

5. DETAIL
Get as much detail as you can in your Heads of Terms. A deal is
not done until it is done and the balance of the negotiating position
swings against the vendor once a purchaser has exclusivity.

6. HOUSEKEEPING
Business process documentation, organisation structures and
such, may sound like management consultant speak but they can
be “dealbreakers”. A buyer recently pulled out of due diligence
after just one day when the processes of an IT service client were
thought not to be strong enough and this was deemed to affect the
ability to scale the business.

7. CASH IS KING
Deals that look too good to be true often are. Be wary of offers
with a high non- cash element. Shares can go down as well as up.
Do not accept the highest offer when assessing bids, one has to
consider the total package offered and also whether a purchaser
will deliver! 

Where do you source your clients and what factors are driving their exits? Over
two thirds of our clients are referred from our network of professionals,
venture capitalists, lawyers and bankers. The reasons for a sale may vary but
all our clients are either owner managed and their capital is tied up in an asset
where there is no liquid market, or they’re VC backed and are looking to cash
out. Planning that process is key, few deals are now done without some sort of
earn out or deferred payment scheme to retain and motivate owner managers.
Some are as short as 3 months others are for 3 years, but offering that
commitment to a buyer reduces his risk and can result in a premium. It also
means that many businesses are ready for sale quicker than some owners think.
If you are planning on selling your business and then heading straight for the
beach, then it’s possible, but frankly you are unlikely to get nearly as much.
It’s better to offer a handover period to the purchaser – even if it doesn’t run
its full course. 

How do you differentiate yourself from your peers? I think there are several
differentiators. Firstly, at ICON we only operate in the technology and service
sectors and by retaining that focus through the highs and lows of the business
cycle we have accumulated in-depth sector knowledge, networks and
relationships and we have an extensive M&A database that identifies the
strategic buyers who can justify paying a premium. Secondly, all we do is
corporate finance, we are not offering due diligence services, management
consulting, tax, legal or accounting work, there is therefore, no conflict of
interest and so we can honestly say we are focused solely on maximising the
value of the deal. Thirdly, we are owner managed and we operate a “success
orientated” fee structure, so we are fully committed to the process and our fee
is contingent on getting the deal away. Finally, we also offer a personalised
service, the Principals are hands-on, so we personally see an assignment
through from start to finish. Therefore, there’s greater empathy, continuity and
understanding with the client, which is important when you are going to be
working with someone for 6 months or more.

How active has the market been for partial exits? A partial exit is a situation
whereby shareholders can realise some of the value in their shareholdings
whilst securing further investment for the business. This can be an excellent
way of providing the future capital for the company whilst de-risking the
founders/management teams’ position through realisation of some cash. 
The appetite for these deals has remained strong with VCs and we expect this
to continue. However to be successful in achieving a partial exit the company
must have created some real shareholder value and have demonstrated a good
track record of cash generation and profit growth. This is not the route for
early stage companies. Also VC investors tend to price these types of
transactions more aggressively, as a greater risk is attached given that cash is
going out of the business, as opposed to all the investment going into the
business. These deals however, in the right circumstances, can be an excellent
way of accommodating the needs of some shareholders to achieve a partial exit
whilst satisfying the requirements of the company for further investment – VCs
are very active in this area. 

“ICON has an extensive M&A database that identifies
the strategic buyers who can pay a premium”
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