Managing strategic investors - rights & risks checklist

Key risks and rights when taking strategic investment

Bringing a strategic (corporate) investor on board can unlock commercial synergies, accelerate growth, and open new markets.
But it also introduces complexity - both in your cap table and your control dynamics. Here's what to get right.

1. Structuring the
investment

* Roleinthe round:
Are they leading, co-
investing or following?
Who's setting terms?

- Commercial agreements:
Are any supply, intellectual
property, joint venture or
licensing deals contingent
on the investment?

« Valuation premium: Are
you trading equity for
strategic value - does
the pricing reflect this?

- Wider syndicate impact:
Will their involvement affect
interest from financial VCs?

2.

Governance & rights
- know what you're
granting

Board representation: Isa
board seat proportionate to
their stake and aligned with
founder/VC governance?

Observer rights: Are
they necessary? Should
information flow be
limited to commercial
not strategic matters?

Reserved matters/veto
rights: Avoid business-
restricting vetoes (e.g. on
exits, customer relationships
or capital raising).

Information rights:
Scope and frequency

of reporting - watch for
overreach or misuse risk.

3.

Exit and lock-in
considerations

Drag/tag rights: Ensure

clean exit mechanics. .
Avoid blocking rights

that stall a sale.

Right of first refusal

(ROFR): Watch for rights

to buy shares or assets .
that deter other bidders.

Change of control/anti-
competitive triggers:

Ensure you're not handing

them a walkaway clause or .
veto on a future acquirer.

Lock-ins/non-competes:
Balance strategic
interests with founder/
investor flexibility.

4. Operational &

intellectual property
risk management

Intellectual property
ownership: Clearly separate
any IP shared under
commercial arrangements
from core company IP.

Confidentiality & data
sharing: Contractually
limit how they can use
information - especially
if a competitor.

Non-exclusivity: Ensure
your business can still
work with other strategic
partners or channels.

5. Market signalling

& culture fit

Reputational impact: Does
their involvement positively
signal market confidence

- orraisered flags?

Cultural alignment: Will
they support founder

vision, or slow decision-
making and innovation?

6. Due diligence

on the strategic

Motivation check: Are
they here to help you grow
- or primarily to secure a
competitive advantage?

Long-term objectives:
What's their likely

strategy - exit-focused
or integration-focused?

Previous investments:
Have they backed
competitors or exited prior
investments cleanly?
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Final thoughts

Strategic investors can be transformative - but they come with a different
mindset than financial backers. The right one will help you scale faster, open
doors and align for the long term. The wrong one may limit future fiexibility
or slow you down at critical moments. As with any deal, timing, structure and
control matter.

Let’s talk

If you're considering a strategic investor, we can help you balance growth
opportunities with legal protection.
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Our insights in this document are intended to be for general information purposes only,
may not cover every aspect of the topic with which it deals, and should not be relied on

as legal advice or as an alternative to taking legal advice. English law is subject to change
and the insights shared may not reflect the latest legal developments. You should always
seek appropriate legal advice before taking, or refraining from taking, any action based

on the information contained in this document. Ashfords disclaims all liability for any loss,
howsoever caused, arising directly or indirectly fromreliance on the information contained
within this document.

Ashfords LLP is a limited liability partnership, registered in England and Wales with number
0C342432, and its registered office is at Ashford House, Grenadier Road, Exeter, EX13LH.
The firm's VAT number is GB 844 5024 39. Ashfords LLP is authorised and regulated by the
Solicitors Regulation Authority with number 508761. A list of members of Ashfords LLP, and
their professional qualifications, is available at the registered office. The term partner is
used to refer to a member of Ashfords LLP or an employee of equivalent standing.

A copy of the Solicitors Regulation Authority’s Standards and Regulations 2019 can be found at
www.sra.org.uk/solicitors/standards-regulations.
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Sign up to our newsletter
Venture to receive more
insights for growing businesses

Find further useful resources on the
Ashfords’ Business Scaleup Hub

ﬂﬂ Follow us on LinkedIn
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