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Strategic Investor & Commercial Contract
Terms That Can Box In Your Startup

Find exclusivity, ROFR/ROFO, MFN, change-of-control, assignment, pricing and IP terms that
can quietly reduce future customers, investors or acquirers.

Strategic investors and large customers can accelerate validation, revenue and
distribution. They can also ask for rights that make the company less financeable to
everyone else. The problem is often not one dramatic clause; it is the interaction of
exclusivity, pricing parity, IP, data, assignment and change-of-control restrictions across

several agreements.

Know what weak and strong look like

READINESS AREA WEAK / DILIGENCE RISK STRONG / INVESTOR-READY

Exclusivity "Only for this vertical” Scope, geography, product, customer class, duration,
accepted without boundaries. performance minimums and carve-outs explicit.

ROFR/ROFO Viewed as harmless Impact on future financing/sale/licensing process modeled with
relationship term. counsel.

MFN Applied broadly to any future Comparable customer/product/volume/term boundaries and
deal. sunset defined.

Change of control  Ignored until acquisition. Consent/termination/economic consequences mapped for

financing and M&A.

IP/data Customer "owns work Background IP, improvements, feedback, data rights and
product.” reusable platform rights separated.

Price every restriction

Ask what opportunities the clause could block. A two-year category exclusivity may be worth much

more than the contract revenue if it prevents selling to the rest of the market.



Narrow dimensions aggressively

Limit exclusivity by named product, territory, use case, customer segment and time; tie it to minimum

purchases or milestones. A strategic partner should pay for meaningful option value it receives.

Protect future financing and exit

ROFR/ROFO or consent rights around share sales, commercial deals or change of control can chill
third-party processes because outsiders do not want to spend diligence effort as a stalking horse. Use

experienced counsel to structure narrow, workable rights.

Separate company platform IP from customer deliverables

Define background IP, customer-specific deliverables, improvements, derivative work, feedback, data

and models. Do not let a paid pilot accidentally transfer reusable core technology.

Build a restrictions register

Every material agreement gets rows for exclusivity, pricing parity, IP, data, assignment, termination,
change of control, publicity and strategic conflict. Review the register before signing the next deal or

starting M&A/financing.

Run the diligence stress test before investors do

Do not rehearse an answer. Rehearse the evidence. Give yourself a short diligence window and try to
produce the underlying records without rebuilding the story from memory. A clean result is
reproducible, tied to a source system or signed document, and consistent with the numbers elsewhere

in the company.

- Exclusivity: Put the underlying records on screen and prove this standard: Scope, geography,
product, customer class, duration, performance minimums and carve-outs explicit. If the
evidence still looks like this weak state—"Only for this vertical” accepted without boundaries.
—record the gap, name an owner and give it a due date instead of explaining it away.

- ROFR/ROFO: Put the underlying records on screen and prove this standard: Impact on future
financing/sale/licensing process modeled with counsel. If the evidence still looks like this
weak state—Viewed as harmless relationship term.—record the gap, hame an owner and give
it a due date instead of explaining it away.



- MFN: Put the underlying records on screen and prove this standard: Comparable
customer/product/volume/term boundaries and sunset defined. If the evidence still looks like
this weak state—Applied broadly to any future deal.—record the gap, hame an owner and give
it a due date instead of explaining it away.

- Change of control: Put the underlying records on screen and prove this standard:
Consent/termination/economic consequences mapped for financing and M&A. If the evidence
still looks like this weak state—Ignored until acquisition.—record the gap, hame an owner and
give it a due date instead of explaining it away.

- IP/data: Put the underlying records on screen and prove this standard: Background IP,
improvements, feedback, data rights and reusable platform rights separated. If the evidence
still looks like this weak state—Customer "owns work product."—record the gap, name an
owner and give it a due date instead of explaining it away.

Do the math investors will do

Restriction-value test: expected contract gross profit minus the economic value of foregone
opportunities and future transaction friction. You usually cannot calculate the latter precisely, but you
can scenario-test it: “If this clause prevents us from selling to the top three competitors for 24 months,

what share of our current TAM and pipeline is restricted?”

Build the evidence investors can verify

v Strategic/commercial restrictions register

v Contract clause abstracts

v Exclusivity scope/performance/sunset matrix

v IP/background/improvement/data-rights summary
v Assignment/change-of-control consent map

v ROFR/ROFO/MFN review with qualified counsel

v Carve-out negotiation positions for future deals



Questions an investor may ask

? Which agreement limits who you can sell to?

? Can any partner match or block an acquisition or financing?
? Which customer has rights to your improvements or core IP?
? Do any MFNs prevent future pricing experiments?

? What terminates or requires consent on change of control?

30-day repair sprint

o Days 1-5: collect all strategic/customer/investor agreements.

Days 6-10: extract restriction clauses into one register.

Days 11-15: map restrictions to current TAM/pipeline/exit options.
Days 16-20: identify clauses requiring amendment or carve-out.
Days 21-25: review material issues with startup/transaction counsel.

Days 26-30: install contract-review gate so new strategic terms are checked against the
register.



—— SOURCE DESK

Research behind this guide

Use the primary and authoritative sources below to verify current rules, market
conditions and technical guidance. Terms and regulations can change.

NVCA — Model Legal Documents
Cooley GO — Startup Legal Document Library / VC Due Diligence List
SEC — Small Business Glossary: Due Diligence

SEC — Ready to Raise CAPITAL

Important: This guide is educational information, not individualized legal, tax, investment, employment,
security or compliance advice. For decisions with material legal or financial consequences, use a qualified
professional who can review your facts.
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