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Buying Certainty

Why the price was largely set before you walked into the room, and why the meeting you
thought went well may have already closed against you.

Thesis: By the time a term sheet arrives, the price has been largely anchored. Not by the negotiation. By a

certainty model the buyer had largely completed before the founder entered the room.
Understanding that model changes what a founder prepares for. Understanding the discovery
penalty changes what she chooses to disclose, and when.

She is presenting slide fourteen. A customer retention chart, a product roadmap, a row of logos from her largest
accounts. She founded the business fourteen years ago. Today she is selling it. The meeting started forty-five
minutes ago. The two members of the buyer's deal team have been attentive and professional throughout.

They have asked four questions in forty-five minutes.

The first was about her head of implementation, who announced her resignation three weeks earlier. The second
was about a customer whose contract was due for renewal the following quarter. The third was about the tenure
of her CFO. The fourth arrived just as she reached the retention chart: was the metric calculated on a seat basis
or a revenue basis?

She answered each question carefully and moved on. In the car afterwards, her co-founder will ask how it went.
She will say she thinks they are interested.

She is right. They are interested. But she has misread the room in a way that will cost her, not because the
meeting went badly, but because she understood it as a presentation when the buyer was running something
else entirely.

Experienced buyers do not enter a management presentation to discover what they do not know. They enter
with a preliminary certainty model already anchored, and they spend the meeting testing whether their
concerns were warranted. The four questions were not requests for information. They were probes for
disconfirming evidence.

The most expensive moment of the day was not one of the four questions they asked. It was the question they
formed during the third exchange and chose not to ask, because the way she moved past it and onto the next
slide had already told them what they needed to know.

By then, the acceleration had already answered it.

01 THE MODEL THAT ALREADY RAN

Most founders think about valuation as negotiation. They prepare to present the quality of what they have built,
answer questions with confidence, and respond to offers. That model is not wrong. It is simply downstream of
the decision that matters.

By the time a term sheet arrives, the price has been largely anchored. Not by the management presentation, not
by the financial model in the data room, and not by the position of the advisers on either side. The price was
being bounded well before formal conversations began, by a certainty model the buyer had largely completed
before the founder entered the room.

That model is not a financial model. A financial model tells a buyer what a business is producing. A certainty
model] tells them what they can rely on continuing after they own it, without the founder who built it. Those are
different questions. Most founders prepare for the first conversation and walk into the second.

The certainty model maps three distances. The distance between documented performance and actual
performance. The distance between the business's stated capability and the capability that sits personally with
the founder. And the distance between what the buyer can verify today and what they will have to accept on trust
after settlement.
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Each of those distances shapes the offer. The buyers who have done this many times have repeatable
frameworks for weighting them. Founders who have never seen those frameworks do not know they are being
applied.

But the part founders miss most often is the part that changes structure, not just price: when the buyer finds the
risk.

Buyers do not price risk on a static basis. They price the timing of its discovery.

A structural issue disclosed proactively in the information memorandum costs the seller far less than the same
issue surfaced in the management presentation. The same issue found in week three of diligence costs more still.
And an issue that emerges after settlement is the most expensive outcome of all, not because the risk itself

changed at any point, but because its late arrival tells the buyer something about everything else they have not
yet found.

A risk the buyer discovers costs more than a risk the buyer was told

about. Not because the risk is different. Because the discovery is.

This is the mechanic that founders consistently misread. They believe that minimising disclosed weakness is a
valuation strategy. In practice, the calculation runs the other way. Proactive disclosure, sequenced and early,
converts the buyer's role from investigator to confirmatory reviewer. The offer that follows an investigation is
bounded by what the buyer found and what they fear finding next. The offer that follows confirmation is
anchored by what the seller surfaced early enough for the buyer to test and accept. Those are not the same
ceiling.

02 WHICH GAP WOULD YOUR BUYER PUNISH HARDEST?

The certainty model is not specific to one buyer type. Every serious acquirer runs a version of it. What varies
between them is the evidence they treat as resolution, the signals that allow their internal model to close at a
premium rather than a discount. For a founder thinking about her most likely acquirers, that variation is the
most important thing to understand, because it determines which of the three certainty distances will carry the
most weight in the room.

A consolidator, a buyer whose strategy is acquiring vertical software companies and operating them for long-
term cash flow, treats the depth of the management layer as their primary resolution signal. Their question
throughout the management presentation is not whether the business is good. It is whether the business
continues to exist at its current level of performance without the founder running it. A business where the
answer to that question is genuinely uncertain will not receive a clean multiple from this buyer. It will receive
structure designed to keep the founder engaged until the uncertainty resolves.

A platform builder assembling capability across acquisitions treats integration risk as their primary resolution
signal. Clean technology, unambiguous intellectual property ownership, and customer contracts without
material change-of-control provisions are not due diligence details to this buyer. They are the evidence the
certainty model needs to close at its upper range. Their question is whether the capability can travel. A business
that cannot travel cleanly is a business whose value to this specific buyer is substantially lower than the headline
metrics suggest.

A financial buyer acquiring an EBITDA stream to engineer is running the most precise version of the same model.
The certainty question for this buyer is whether the performance of the business can be made structurally
independent of any individual currently in it. A business where the founder is the primary relationship holder for
key customers, the de facto author of the product roadmap, and the effective head of sales is a business the
financial buyer will price as a founder-dependent asset, regardless of how good the product is.

The founders who achieve the highest outcomes do not prepare for a generic process. They identify their most
likely buyers, understand which certainty distance that buyer's model weights most heavily, and build the
evidence that closes that specific gap. The difference in outcome between a founder who understood the room
she was walking into and one who did not is not marginal.

03 THE ASYMMETRY

The buyer's team in the room has probably completed this process thirty or forty times. The lead partner has
been in hundreds of management presentations. She knows what a confident founder sounds like and what an
anxious one sounds like. She knows what over-prepared answers feel like, and she knows that the most
revealing moments in any management presentation are the ones the founder did not plan for.
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Experienced buyers slow down exactly where founders speed up. A founder presenting her business will spend
more time on her strongest areas and move through her weakest more quickly. This is natural. For a trained
buyer, the acceleration is itself information. The rush is the tell. A question that arrives in the space a founder
tried to move through will almost always produce a disproportionate response, because she prepared to pass
over that area, not to engage with it.

What makes this especially costly is that founders consistently leave the room believing it went better than it did.
The meeting felt engaged. Questions were asked and answered. Nothing alarming was said. The professional
courtesy of a serious buyer is nearly indistinguishable from genuine enthusiasm at the level of surface
interaction. The misread is nearly universal among first-time sellers. And it matters because the gap between the
founder's assessment of the meeting and the buyer's actual position is the gap in which term sheet structure is
assembled.

The asymmetry is not permanent. It is the product of preparation, or its absence. A founder who enters a
management presentation having already mapped the certainty distances most likely to draw scrutiny, surfaced
her own material issues proactively before the meeting, and prepared considered responses to areas of
structural concern is not improvising under examination. She is presenting from a position the buyer's model
was designed to test for and did not find exposed. Experienced buyers recognise that state quickly. They call it a
prepared room.

04 WHEN THE QUESTIONS LOSE THEIR LEVERAGE

A business that enters an acquisition process without having resolved its certainty distances is not entering a
negotiation. It is entering a discovery process the buyer controls. Each question produces an answer that reveals
an adjacent gap. Each gap produces a follow-up the founder did not anticipate. The offer that arrives at the end of
that sequence is shaped by what the buyer found, and by their estimate of what finding more would reveal. That
is not a negotiating position. It is a conclusion.

A business that enters the same process having spent eighteen to twenty-four months systematically closing
those distances presents a different experience entirely. The management presentation produces no surprises.
The data room confirms what was represented. The diligence questions arrive and find their answers already in
place, prepared not as responses to scrutiny but as evidence assembled before scrutiny began.

That shift, from investigation to confirmation, changes the psychology of the offer in a way that headline metrics
alone cannot produce. A buyer who has found nothing they were not shown has no material from which to
construct a discount narrative. The discovery penalty, which would otherwise arrive as earnout exposure,
escrow holdbacks, or a retrade in the final week, does not find purchase. The offer that follows is anchored by
the buyer's genuine ceiling rather than a defensive floor built around residual uncertainty.

The founders who achieve the Prepared Founder Premium do not achieve it by negotiating well after a flawed
process. They achieve it by removing the leverage a buyer's certainty model depends on before the process
begins.

When buyers encounter a business like that, they stop pricing around uncertainty and start competing around
conviction.

NEXT ISSUE  Issue 05 describes what the twenty-four months before a process actually produces: what
founders who achieve the Prepared Founder Premium do differently, and what it looks like to
walk into a room where the buyer's model was answered before the meeting began.

Cube Capital advises founders and boards of Australian software and technology companies on exit
preparation and cross-border M&A transactions. The firm works exclusively on the sell side, retained by
founders who want an independent view of what their business is worth and what it would take to make it
worth more.

Hani Iskander is Founding Partner. He has founded technology companies in Australia and the United States,
led the Asia Pacific region for a NASDAQ-listed software company, and spent four decades at the intersection
of technology and capital markets.

web: cube.capital email: hello@cube.capital
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