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6 key things to get a funding round right
Structure

�� Is the funding round early- or late-stage?

 – Evolutionary stage will determine key 
structuring factors including founder/ 
management team familiarity with process, 
existence of established funding round 
protocols, approach to investor due diligence 
and investor expectations

�� How will investors participate?

 – E.g., ordinary/preferred equity, debt, 
equity/debt combination, convertible debt 
instrument, etc.

�� Is the funding round primary or 
secondary or a combination?

�� Will any new third-party investors lead/ 
participate in the round? Will existing 
shareholders participate pro rata?

�� Are there any restrictions to third-
party investor participation? 

 – E.g., statutory/contractual pre-emption or 
similar rights on issues of new equity

�� Is there an employee option scheme in 
place? Does the funding round impact vesting 
triggers under/operation of the scheme? 

�� Do not forget about tax—does the fintech 
qualify under the Seed Enterprise Investment 
Scheme or the Enterprise Investment Scheme? 
Does eligibility impact the proposed investment 
structure? Will a new one be put in place?

�� Is the senior management team sufficiently 
incentivised through equity participation and 
subject to appropriate restrictive goverenance?

�� Any crowd fundraising element?

Process 

�� Has the investor presentation been 
prepared? Is a process letter required? 

 – If courting multiple potential investors for a 
late-stage funding round, a formal process 
letter may be preferable

�� Is the investment term sheet ready? 
Is it ‘fit for purpose’?

 – I.e., is the term sheet detailed enough, but 
not too detailed? If too detailed, negotiation 
may impede expeditious closing of the 
funding round

�� Does the lead investor have a standard set 
of rights they expect? Are other investors 
supportive? How do these terms compare 
with 'standard market practice'? 

 – 'Standard market practice' may differ 
materially depending on the particular funding 
round. Terms of one round may impact those 
for future rounds. Terms also differ from 
market-to-market 

�� Has the proposed fund raising been 
socialised with relevant stakeholders? Are 
there any sensitive founder/ shareholder 
personalities which need to be navigated?

�� Have relevant professional advisers 
been formally engaged? Has a budget 
been allocated to pay them?

 – E.g., financial advisers, valuation consultants, 
lawyers, tax advisers, etc.

�� Is one law firm acting for the all investors, rather 
than each investor having its own counsel?

Practicalities

�� What board/shareholder/investor approvals 
are required for the equity/ debt issue? 
Are there any hurdles to secure these?

 – E.g., under corporate law or the terms of any 
existing shareholders’ agreement

�� Equity raising:

 – Primary equity raising—do new shares need 
to be offered pro rata to existing shareholders? 
Are any pre-emption waivers required?

 – Secondary equity raising—are any tag rights 
triggered? Are any tag waivers required? Who 
pays stamp duty?

 – Broadly, transfer of shares in an English 
company worth more than £1,000 attracts 
stamp duty at the rate of 0.5 per cent of the 
value of the chargeable consideration, rounded 
up to the nearest £5

�� Is the fintech engaged with any wider 
projects which may interact with the fund 
raising? Are all relevant stakeholders/ 
advisers up-to-date on progress?

 – E.g., re-branding, sensitive negotiation of 
material customer contracts, etc.

�� Publicity around a successful funding 
round may be critical to investor appetite 
for the next round—how will closing of the 
round be communicated to the market? 
Has a formal communications plan been 
prepared? Has the prospective investor’s 
IR team signed-off on the plan? 

Timing

�� Start with a robust fundraising timeline and 
religiously stick to it—has the timeline been 
prepared? Are the milestones clear and 
realistic? Has the timeline been communicated 
to all relevant stakeholders and advisers?

�� The key drivers for timing include: 

 – Marketing/investor selection

 – Negotiation/finalisation of investment 
term sheet

 – Negotiation/finalisation of full-form 
investment documentation

 – Applying for and obtaining relevant 
financial regulatory approvals

 – Closing logistics and receipt of 
investment funds

�� Will new investment documents be required 
or will existing documents be refreshed?

 – E.g., corporate approvals, shareholders’/ 
investment agreement, disclosure letter, 
articles of association, service agreements/
director appointment letters, companies 
registry filings, etc.

�� Will any historic documentation need 
to be terminated/re-negotiated?

 – E.g., founder pledges, founder service 
agreements, etc.

Due diligence 

�� Get your house in order—is management 
familiar with expectations for a due 
diligence/disclosure process? Is due 
diligence information ready for review?

 – Information should be collated in line with 
a market-standard investor due diligence 
request list. The preparation process should 
be well-advanced by the time marketing of 
the funding round is underway. Pre- and post-
cap tables are often forgotten

�� Does the fundraising timeline dovetail with 
production of fresh financial information?

 – Investors will expect a robust set of recent 
accounts (e.g., annual audited accounts, 
unaudited monthly management accounts, 
etc.) on which to base their valuation 

�� Will a virtual data room be available? 
Is there an existing data room from 
a previous funding round which can 
be refreshed?

 – Information provided in a well-organised 
and timely manner through a data room may 
strengthen the fintech’s/exiting shareholders’ 
argument for the entire data room to be 
disclosed against 'business' warranties 
(if any) in the investment documentation

�� Are investors intending to follow a 
'traditional' due diligence model?

 – I.e., review of data room contents as the 
primary source of information, supplemented 
by management Q&A (as opposed to a 
'management interview'—style process. 
The latter was pioneered by White & Case) 

�� Integrity of IP and technology rights will be key

�� Will a separate warranty deed be used and 
has W&I insurance been considered?

Regulatory 

�� Does the fintech conduct any regulated 
activities? Does the prospective investor’s 
participation trigger any change-in-control 
consent requirements? If so, which 
jurisdictions/regulators would be involved?

 – The regulatory landscape is in flux—being 
aware of upcoming regulatory changes and 
how such changes may impact a funding 
round is important (e.g., potential investors 
may be interested in a fintech’s preparedness 
for new regulations as part of their due 
diligence exercise)

�� Do not overlook the value of a well-
considered regulatory approval application and 
implementation strategy—informal pre-signing 
discussions with relevant regulators is crucial 
to ensuring that regulatory roadblocks to 
successful closings and potential timing delays 
can be identified early and effectively managed

 – Regulatory notifications by the fintech itself 
are sometimes forgotten

�� Can the funding round be structured to 
avoid undue delay in investment? 

 – If a 'bright line' test is applicable for relevant 
change-in-control consents, it may be 
possible to structure the investment such 
that a potential investor invests up to 
the maximum threshold upfront (without 
triggering relevant consent requirements), 
with the remaining amount to follow after 
relevant approvals are duly obtained

�� What impact would the proposed investment 
instrument have on the fintech group’s 
regulatory capital position (if relevant)?

 – This may dictate whether the use of certain 
investment instruments (e.g., shareholder 
loan) are viable

�� What changes to the fintech’s governance 
would result following closing? Is the proposed 
post-closing governance structure in line with 
regulator expectations? Do in-coming directors 
need to be pre-approved as 
‘fit & proper’ persons?

 – E.g., investor directors, non-executive 
chairperson, additional NEDs, board advisor/
observer, etc.
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The benefits of engaging professional advisers with the right skillset, recent and relevant experience and 
a strong execution track-record cannot be overstated.

Experienced financial advisers will be invaluable in selecting the most appropriate source/combination of 
funding (e.g., Angel/VC/PE, crowdfunding, accelerator/incubator support, government programmes, etc.), 
the right time to tap into the market, introductions to potential investors, securing the best valuation, fine-
tuning the fintech’s 'equity story' and creating/maintaining competitive tension between potential investors.

Similarly, experienced lawyers will be familiar with 'what’s market' on deal terms and ensure smooth and 
successful execution. LO
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