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In many platform acquisitions (particularly in search funds, entrepreneurship through acquisition (ETA) transactions, and 
independent sponsor deals), adding a “strategic equity partner” is framed as a clear positive. There are real benefits like 
additional capital, operating experience, lender credibility, and often a higher probability of closing. The issue is less about 
whether to add a partner and more about when and how that partner is introduced. When a strategic partner is brought in after 
the LOI is already signed, the timeline to negotiate the governance framework is compressed.

The narrative and excitement at that stage remain focused on upside, while the governance implications of adding another 
decision-maker are pushed into later negotiations. The LOI-to-close window is compressed, and incentives shift toward getting 
the deal done. As a result, governance is frequently finalized under pressure rather than designed deliberately.

The impact is rarely economic at the outset. It shows up in execution. As additional partner approvals and consent rights are 
layered in, decisions that were previously within the operator’s control now require alignment across multiple stakeholders. 
More stakeholders mean more approvals, and more approvals tend to slow the process.

That friction is not always visible during the transaction itself. It becomes more apparent in the first 100 days post-close, when 
the business needs to move quickly, and the governance structure does not support the pace that was underwritten.

This dynamic is more pronounced in roll-ups, including those executed through search funds, ETA platforms, and independent 
sponsor structures, where speed and repeatability drive returns. Even modest governance drag can change outcomes. A 
structure that is directionally sound but operationally constrained can often underperform a simpler structure that can execute 
consistently. There is a counterpoint: more deliberate governance can lead to better decisions. The tradeoff between decision 
quality and execution speed should be explicit rather than assumed.

What “Strategic” Usually Signals

Introducing a strategic partner at LOI often reflects a gap in the team rather than a pure enhancement. This is especially 
common in search fund and independent sponsor transactions, where the operator is building infrastructure in parallel with 
executing the acquisition. The framing is additive, but the underlying driver is frequently a need to solve for something that is 
not yet fully built into the platform. This dynamic also mirrors a broader structuring question: where strategic partners sit in the 
equity stack—at the holdco or portfolio level—can materially impact governance and decision flow, not just economics.

In many cases, the platform relies on capabilities that are still developing. Integration experience is a common example. The 
roll-up model assumes that acquisitions can be absorbed efficiently, but that capability is often unproven at the platform stage. 
Industry-specific operating knowledge may also be limited, particularly where the operator is entering a new vertical or scaling 
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beyond prior experience. Systems and reporting infrastructure tend to lag the ambition of the strategy, creating a mismatch 
between what is modeled and what can be executed. The natural response is to introduce a strategic partner to bridge that 
gap.

Lender dynamics often reinforce the decision. In leveraged transactions, the team is underwritten alongside the asset. A 
strategic partner can strengthen that narrative by adding perceived institutional support and a track record that lenders 
recognize. In some cases, this improves terms or increases certainty of a close. The partner effectively becomes part of the 
credit story, not just the equity stack.

Integration bandwidth is another driver. Roll-ups assume the ability to absorb add-ons quickly, often without a fully built-out 
operating platform. A partner is expected to support that integration planning and post-close execution, thereby reducing 
execution risk.

There is also an element of risk sharing. Particularly in first platform deals or more aggressive investment theses, bringing in a 
partner spreads exposure and introduces another perspective if/when performance deviates from plan.

None of this is inherently problematic. In many cases, it is a rational response to real constraints. The consistent consequence, 
however, is that the partner brings governance, and governance changes how the business operates. The key is to enter the 
deal with a clear understanding of how that governance will function in practice. The below demonstrates a typical board 
structure in traditional search fund models. You can explore the different models and board structure further here: 
https://tinyurl.com/2rh74bk2

Where Friction Shows Up

As briefly mentioned above, the friction impact appears in decision-making. As additional consent rights are layered in, more 
parties must agree before action can be taken. The underwriting model may assume speed and autonomy that no longer 
exists once governance is expanded.

Board composition is often where this dynamic becomes real, because it determines who actually has the ability to approve or 
block decisions. A balanced board on paper can function as a checkpoint in practice once quorum and voting thresholds are 
applied. If control is not clearly aligned with the operating model, the board shifts from oversight to gatekeeping. Decisions that 

https://tinyurl.com/2rh74bk2
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would otherwise be routine begin to require formal coordination, special meetings, and sometimes even input from 
professional advisors representing various stakeholders.

Protective provisions compound the effect. In practice, these are the provisions that designate certain actions as “reserved 
matters” requiring supermajority or unanimous consent at the board or investor level. Common examples include: incurring or 
refinancing debt, approving capital expenditures above a threshold, deviating from the approved budget or business plan, 
issuing additional equity, or entering into material contracts or acquisitions. Each of these approvals is reasonable on its own. 
When each step requires a supermajority or unanimous sign-off, the process shifts from operator-led execution to coordinated 
approvals across multiple stakeholders, which slows the cadence of decision-making. The issue is not the existence of these 
rights, but how frequently they are triggered in the normal course of operating the business.

Budget approvals can create the same constraint. When budgets require approval and variance thresholds are tight, routine 
adjustments turn into approval processes, limiting management’s ability to respond in real time.

Roll-ups rely on speed, and competitive processes — particularly in lower middle market ETA and independent sponsor deals 
— tend to reward buyers who can move quickly with certainty. If each add-on requires layered approvals, the platform 
becomes less competitive. Opportunities that fit the thesis may still be identified, but the ability to act on them is constrained by 
structure rather than strategy. This is why the friction becomes most visible in add-on acquisitions, where speed is often the 
deciding factor in winning the deal.

Management decisions can also migrate from operator discretion to investor approval. Hiring, compensation, and incentive 
alignment become slower to execute. Over time, this affects the quality and responsiveness of the team, particularly in periods 
where rapid adjustment is required.

Deadlock and Forced Outcomes

As additional stakeholders are introduced, disagreements become more likely. In many structures, those disagreements 
ultimately point parties toward formal deadlock mechanisms. These can include buy-sell arrangements (often structured as 
“Russian roulette” or “Texas shootout”), put/call rights, forced sales or buyouts, or redemption rights.

These mechanisms are designed to break impasses, but they can be outcome-determinative and, in some cases, harsh to one 
side. A forced buyout may require a sponsor or the company to purchase an equity stake at a defined price or formula, which 
can create meaningful cash flow strain at the exact moment the business needs capital to execute. Alternatively, a party may 
be compelled to sell at a time or valuation that does not align with the original thesis.

The key point is not that these provisions should be avoided. It is that once disagreements arise, the path to resolution is often 
binary and financially significant. If those dynamics are not considered upfront, governance can shift from a tool for alignment 
to a mechanism that forces outcomes under pressure.

Why It Matters More in Roll-Ups

Single-asset acquisitions can tolerate some governance friction because the operating model is relatively stable. Decisions are 
fewer in number and less time-sensitive. In that context, additional oversight may be manageable.

A roll-up operates differently. The model depends on pace, repetition, and the ability to act decisively across a sequence of 
opportunities. Each add-on introduces new variables, and the platform must be able to respond quickly to integrate, optimize, 
and move forward.

When governance introduces multiple layers of approval and frequent investor involvement in operational decisions, the 
strategy becomes harder to execute in practice. Decisions can still be made, but not at the speed required to maintain 
momentum. At that point, governance directly affects outcomes and is difficult to unwind without renegotiating core terms. The 
graphic below shows a sample board composition after numerous acquisitions. Note the increasingly limited decision-making 
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power of the operator.

Decision Rights to Resolve Early

If a strategic partner is introduced around LOI, whether it be in a search fund, ETA, or independent sponsor context, decision 
rights should be aligned with how the business will operate in practice. Board control at closing needs to be explicit and 
consistent with the intended operating model. Ambiguity at this stage tends to create friction later.

It is also worth recognizing why these protections exist. Investors are seeking to protect capital and, in many cases, bring real 
experience that can improve outcomes. A well-constructed board can provide discipline, identify risks early, and prevent 
decisions that would otherwise impair value. The goal is not to remove oversight, but to calibrate it to support execution rather 
than impede it.

Management authority should allow day-to-day decisions without repeated escalation. The distinction between strategic 
oversight and operational control needs to be clear in both concept and documentation.

Add-on acquisition parameters should be defined in advance, so execution does not depend on real-time approvals. Debt 
capacity should align with the expected capital strategy rather than restrict it. Budget processes should allow for adjustment as 
conditions change, rather than lock the business into a static plan.

Management should retain sufficient control to build and adapt the team required to execute. Deadlock provisions should be 
evaluated based on how quickly they can resolve disagreement, not simply how balanced they appear.

These are execution variables that ultimately determine whether the strategy can be implemented as underwritten or whether 
governance constraints begin to reshape the outcome.

Structuring to Preserve Speed

These dynamics point to a few practical governance principles. First, align control with the operating model. If the thesis 
depends on speed, decision rights should enable timely action at the management level. Second, reserve approvals for truly 
fundamental matters, not routine operating decisions that occur frequently. Third, define thresholds that reflect how the 
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business will actually run, including pre-approvals for expected activities like add-ons and incremental leverage. Fourth, make 
approval processes workable in real time, not just balanced on paper.

This is where experienced counsel matters. In this context, “sophisticated governance” means more than drafting protections; 
it involves translating the investment thesis into a decision-rights framework that will function under time pressure. That 
includes calibrating reserved matters, setting practical thresholds, designing board composition and quorum rules, and stress-
testing deadlock outcomes against realistic scenarios. The goal is to preserve investor protections while ensuring the company 
can execute without repeated escalation.

Closing Thought

Strategic partners can add value, particularly where they address real capability gaps or strengthen the financing narrative. In 
many cases, they improve the quality of the deal and increase the probability of closing.

But they also introduce a second layer of governance that must align with how the business will operate after closing. If that 
alignment is not addressed before close, it tends to be addressed afterward, when decisions need to be made quickly and 
flexibility is limited.

That is where execution risk increases and the original thesis begins to drift. Not because the strategy was flawed, but 
because the structure does not support it.

If you are navigating this dynamic in a live deal, it is worth addressing decision rights early and in practical terms — before 
they become constraints in the first 100 days.
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