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With the energy market consolidating, suppliers have an immediate opportunity to hit and exceed growth targets through M&A activity. As 
well as providing additional revenue, M&A can create value through strategic positioning and operational synergies. 

However, many initiatives suffer from poor strategy and delivery due to a lack of recent M&A experience, including post-deal integration 
planning.  

This playbook outlines all of the M&A stages you need to plan and deliver to be certain your buy-side initiatives will deliver the benefits you 
have promised to stakeholders.

The guidance provided here has been developed by BFY over many years supporting M&A programmes for retail energy clients. In the last 
year alone, we have supported 13 successful M&A transactions in the energy market.

We hope this playbook will be of use to you in your M&A planning. If on reading it you feel you need outside M&A support, please contact us. 
Our buy-side advisory team would be delighted to meet you.

Many thanks,
Ben

Ben Bugg | Principal 
Strategy & Transaction Advisory
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Hit your growth targets and expand your 

market reach with M&A. Buy side initiatives 

deliver that outcome across four stages.

Buy-side stages
1. Strategy

Set your goals and 
target criteria for 
your M&A strategy

2. Search

Get ready to go to 
market by knowing 

who to target 

3. Deal

Secure the value 
creation for 

shareholders, 
customers, and 

employees  

4. Integration

Have your plans 
ready to achieve 

synergies faster and 
ensure M&A success
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▪ M&A Strategy

▪ M&A Target Criteria 

Strategy Stage
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DO YOU HAVE A CLEAR 

IDEA OF WHAT YOU 

EXPECT TO GAIN 

THROUGH M&A?

STRATEGY STAGE

Developing an exceptional acquisition strategy is centred on acquirers having a 
clear understanding of what they expect to gain through an M&A transaction.

Companies typically complete M&A transactions to achieve one of two objectives:

▪ Strategic buyers transact to gain market share, obtain products, intellectual property, or 
access to new markets.

▪ Financial buyers transact for the purpose of financial return such as increasing operating 
cashflow and improved margins.

M&A has the ability to fast-track a company’s vision and strategic objectives, but poorly 
defined M&A strategies often lead to failure, as the targeted value creation fails to 
materialise.

What you will need:

• Align your M&A strategy to your company vision and strategic objectives, evaluating how 
they can be fast-tracked through M&A

• Create the vision your M&A strategy is designed to achieve, which will be leveraged when 
defining the M&A target criteria

• Ensure your M&A strategy incorporates the potential risks and how to implement plans to 
avoid the common mistakes made

• Develop a M&A decision making framework by understanding the rationale for completing 
a transaction and the value it needs to create
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WHAT ARE THE 

CHARACTERISTICS THAT 

WOULD MAKE A WINNING 

TARGET?

STRATEGY STAGE

Knowing the characteristics that are required in potential targets ensures they are 
evaluated with the greatest alignment to your strategic objectives.  It is critical to 
consider both the risks and rewards associated with a prospective acquisition.

A well-defined M&A strategy will include creating a profile of the ideal acquisition target. This 
will enable you to assess the level of alignment of potential acquisitions. The profile will 
include portfolio size, customer type, products offered, financial position, profitability, 
operating model, culture, and partner relationships (Wholesale, Third Party Intermediaries 
(TPIs) etc.

What you will need:

▪ Create a profile of your ideal acquisition target based on your M&A strategy and define 
the criteria that will be used to access potential opportunities

▪ Use your energy market knowledge and transaction experience to build a profile that 
incorporates key M&A success factors in the context of the wider market and its likely 
development path

▪ Understand how key industry stakeholders, such as Ofgem, BEIS, and Energy UK, are 
likely to view any transactions and feed this into your profiling and decision-making 
process
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▪ Target Mapping

▪ Interaction Strategy  

Search Stage
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WHO SHOULD YOU 

TARGET FOR M&A AND 

WHAT DO YOU KNOW 

ABOUT THEM?

SEARCH STAGE

A list of potential targets is identified from the market landscape based on your 
acquisition criteria and each target is assessed by a high-level alignment score.

Market research is completed to ascertain the full list of suppliers that are potential targets 
and each target is evaluated against the M&A criteria. Using public information and energy 
market expertise, insights are gained into each potential target business model to develop a 
sense of strategic fit and to create an outline view on potential synergies.

What you will need:

▪ Analyse intelligence on the financial, operational and trading performance of all energy 
suppliers

▪ Compile a list of potential supplier targets that meet your M&A target profile 

▪ Conduct initial basic modelling on their business model to ascertain the strategic fit and 
calculate the potential synergies that can be achieved

▪ Research the financial standing of the suppliers and evaluate the COVID-19 impact on 
their portfolio, cash-flow and bad debt position using scenario analysis

▪ Create a final list of suitable acquisition targets based on an alignment score to your M&A 
Strategy
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HOW DO YOU PLAN TO 

ACHIEVE YOUR M&A 

STRATEGIC VISION?

SEARCH STAGE

A strategy is needed to approach potential targets that includes the key decision 
points, as well as how to manage market noise and prevent market signalling. 

The final target list will be ranked in order of desirability. Initial contact will be made in 
groups of one to three at a time. As the acquirer, you will need to provide a Letter Of Intent 
(LOI) that demonstrates your interest in the target company and an overview of the 
proposed deal. The acquisition targets that choose to engage in the process should be sent 
an RFI to support your valuation analysis.

What you will need:

▪ Rank the final list and develop the optimal deal proposal for each target

▪ Devise your interaction plan, detailing the key decision points so you know when to move 
onto the next opportunity

▪ Produce a Letter of Intent for each of the targets you approach, tailoring each one to the 
specific situation and the deal you wish to propose

▪ Leverage your energy network to create introductions to the key decision makers of 
companies you are targeting and support you during interactions

▪ Prepare the RFI to be shared with targets and ensure it returned accurately completed
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▪ Valuation Analysis

▪ Negotiations 

▪ Due Diligence 

▪ Contracting 

Deal Stage
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CAN YOU ACHIEVE 

SYNERGIES AND CREATE 

ADDED VALUE FROM 

YOUR TARGETS?

DEAL STAGE

Knowing the key valuation drivers of potential targets will provide you with insight 
on what value can be created and the synergies that can be achieved.

This is a pivotal point in the M&A process. The target will need to be valued as a standalone 
entity and on a post-merger basis to determine the value that can be created for 
shareholders. Non-financial factors that define the success of M&A activity will also need to 
be considered. They include cultural fit, emerging regulation, competitor reactions, and 
Covid-19 impacts.

What you will need:

▪ A valuation range using different financial valuation methods including discounted 
cashflow modelling and, critically, a calculation of the future value of the portfolio

▪ Highlight and quantify key risks and opportunities to your valuation based on the current 
financial and operational performance of the target, future development of the energy 
market, emerging industry or environmental regulation and residual impacts of Covid-19

▪ Quantify expected integration costs and demonstrate subsequent anticipated return on 
investment to provide a high-level business case for the acquisition

▪ Complete a SWOT analysis of the target to provide you with the challenges you may face 
in acquiring the supplier and also highlight the benefits they could be achieved
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DO YOU KNOW WHERE 

TO START YOUR OFFER 

AND KNOW WHEN ITS 

TIME TO WALK AWAY?

DEAL STAGE

Negotiations should be entered into with a strategy to ensure you know the go/no-
go acquisition price and can compare the premium with expected value creation.

The negotiation period involves a lead advisor managing all the professional advisors and 
stakeholders to ensure you understand the alternative deal structures and their risks. The 
advisor evaluates the price premium and advises on the expected value creation to 
maximise shareholder value. A deal is presented to the target based on the valuation 
modelling and a period of negotiations is entered to finalise the acquisition price, assets, 
employees, and purchase method. A deal is finalised when both parties agree and sign 
Heads of Terms.

What you will need:

▪ Develop your initial strategy to start the negotiation process and map out the sequence of 
events to be used during the negotiations 

▪ Prepare yourself with acquisition price bounds for alternative scenarios (equity purchase 
or asset purchase) to ensure you enter with a strong negotiating position

▪ Evaluate in advance the risks of the target’s likely counter-proposals

▪ Covid-19 is a fast moving event that needs to be monitored to identify any changes that 
should alter your negotiation strategy
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DO YOU KNOW 

EVERYTHING ABOUT THE 

BUSINESS YOU ARE 

BUYING? 

DEAL STAGE

Confirm or correct the assumptions and information shared with you, so that you 
are fully aware of every aspect of the target you are acquiring.

Having determined that M&A is consistent with your corporate strategy, then identified and 
valued the targets, the deal must be executed. At this stage, identification of key issues 
within the target company can make the difference between a successful deal at the right 
acquisition price and an expensive failure.

What you will need:

▪ Closely scrutinise the RFIs returned to you to look for errors and risks that have been 
obfuscated

▪ Use financial models to identify the key performance drivers of past results and validate 
the target management teams forecasts and projections 

▪ Conduct scenario and sensitivity analysis to identify the key risks to success

▪ Build a cashflow model to provide you with a view on working capital needs

▪ Conduct a deep-dive of a target’s operations and systems to provide you with an 
understanding of their current performance and opportunities

▪ Determine the viability of potential synergies using NPV analysis, highlighting other 
synergy opportunities
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WHAT EXACTLY ARE YOU 

BUYING AND WHAT 

TRANSFER PROCESS WILL 

YOU EXECUTE?

DEAL STAGE

The contract you execute will detail exactly what you are acquiring and how this 
will be transferred to your business.

A contract is drawn by the acquirer detailing the purchase agreement being entered into, 
i.e. trade or asset sale. For energy suppliers, the critical elements relate to the transfer 
mechanism of customers, the go-live date for acquired customers, how to handle failed 
customer change of supply, and the agreement on regulatory matters and policy costs.

What you will need:

▪ Ensure the contract provides you with clarity on the portfolio transfer mechanism; a 
realistic go-live date with methods prescribed to deal with issues commonly experienced; 
and a clear understanding of how regulatory matters and policy costs will be settled

▪ Work closely with your solicitors to ensure energy market matters are incorporated into 
the final contract 
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▪ Integration Planning 

▪ Integration Execution
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WHAT PLAN DO YOU 

NEED TO MAKE YOUR 

M&A TRANSACTION A 

SUCCESS?

INTEGRATION STAGE

Having a plan that considers all aspects of the transition eliminates uncertainty 
and ensures you can follow the best path to integrate two businesses effectively 
and efficiently

The best integrators focus on executing the must-haves flawlessly. ‘Legal Day 1’, which is 
followed by ‘Customer and Employee Day 1’, must deliver the transfer of customers, good 
stakeholder communications and rapid establishment of the new leadership structure.

Failed M&A transactions are usually the result of poor planning, rather than weak strategic 
fit. A 90-day plan for the ‘take-over’ period aligns both businesses to a new target operating 
model and sets the initial objectives. A long-term plan of one to three years sets out the 
critical path to achieve synergies and reach the strategic objectives. 

What you will need:

▪ Highlight key decisions needed for day one to help you focus on the most important areas

▪ Agree the best customer integration method to achieve your priorities based on the 
systems and historical service performance of the target

▪ Design initial customer journey and comms plan to ensure the integration happens as 
smoothly as possible for customers and reduce unnecessary distractions for your team

▪ A 90 day plan defines success by including vision, objective and budget setting within the 
newly formed business, identifying key roles, designing a new target operating model and 
planning stakeholder communication

▪ Focussing on the synergies identified in the due diligence phase, develop a long term plan 
to ensure you meet your strategic objectives and maximise value from the acquisition
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HOW DO YOU ACHIEVE 

YOUR SYNERGIES AND 

CREATE VALUE 

EFFECTIVELY? 

INTEGRATION STAGE

Aligning two businesses to deliver the integration plan and the M&A strategic 
objectives is a highly complex process. 

The integration plan needs to be executed systematically across the post-M&A company to 
ensure value is created through the synergies that were identified. M&A execution targets 
are often missed when an acquirer proceeds with a ‘take’ attitude. Following a ‘give’ 
approach provides the optimal environment for delivering shareholder value.

How we can help?

▪ Ensure your focus remains on your M&A priorities across all time horizons

▪ Creating a culture of collaboration across the new organisation from the start is key to 
unlocking the maximum value of the deal – make sure Human Resources is well 
integrated and there is a plan for talent retention and development

▪ Implement the Day 1 actions in the integration plan to ensure a successful takeover

▪ Continue to systematically implement the new strategic and organisational methods and 
measures to achieve your Target Operating Model in the long-term

▪ Create Key Performance Indicator dashboards to enable you to monitor success against 
your day 1 goals, your 90 day plan and your longer term aspirations
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How can BFY help?
BFY has supported clients across all of the required 
elements to deliver a successful M&A strategy as 
defined in this buy-side playbook.  

In the last year alone, BFY has supported 13 
successful M&A transactions in the energy market.

This has included cash-flow and gross margin 
modelling, and deal negotiation advisory to deliver a 
winning bid for a 47% increase in revenue. Our 
transition planning and integration advisory delivered 
transition of the acquired customers in three weeks.

If you need help to manage an M&A process to deliver 
the outcomes you’ve promised to your shareholders, 
please get in touch.
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CAREER HISTORY

Ian has over 15 years’ consulting experience across energy, water, and 
financial services. New engagements leverage the extensive board level 
network he has built during this time

RELEVANT EXPERIENCE

▪ Leadership of 24 M&A engagements within UK energy market

▪ Carve out of domestic supply portfolio for multinational electricity 
company

▪ Accelerated disposal of a profitable energy supplier on behalf of  the 
senior secured creditor

CAREER HISTORY

Ben heads up our Strategy and Transaction Advisory Team and leads our 
M&A engagements. Before joining BFY, Ben was Associate Director at 
HSBC, Vice President at Nomura and a City Analyst at Legal & General.

RELEVANT EXPERIENCE

▪ Worked on strategy for Burberry and EasyJet, and supported the IPOs 
for Prada and Glencore

▪ Since joining BFY, Ben has led 16 transactions within the energy market 
and has been both a sell-side and buy-side advisor

Ben Bugg / Principal
Transaction Advisory

07855 969 102
Ben.Bugg@BFYgroup.co.uk

Ian Barker / Managing Partner

07859 875 875
Ian.Barker@BFYgroup.co.uk



If you have any questions about our energy M&A advisory 
capabilities, please do not hesitate to contact Ben Bugg on:

Ben.Bugg@BFYgroup.co.uk

07855 969102

Thank you.


