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MY STORY

« 25+ years in finance & accounting
Airlines and software

MBA and CPA (TN)

9+ years as a SaaS CFO

Founding member, SaaS Metrics
Standards Board

" Blogging 7+ years on SaasS at
BEN MURRAY TheSaaSCFO.com

Courses at TheSaaSAcademy.com
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The SaaS Metrics Playbook to
Improve SaaS Valuations



What's
Your
Number?







é 10x ARR?



Valuation
IS Art and
Science




But we can
put tools in
place to
support our
valuation



SAAS METRICS FRAMEWORK

My 5 Pi"a r Saas Aeadaa The SaaS Metrics Framework

M t ° F k GROWTH / MATURITY
SLrics Framewor

YOU r road ma p to ﬁ na nCiaI tra nspa rency New Bookings Logo Retention Gross Margin Rule of 40 LTV to CAC Ratio
e Di ] i Expansion Bookings ; Recurring GM R&D as % of Rev CAC Payback
Right metrics for the right stage “Retention"
* Calculate historical and forecasted metrics Committed ARR Net Dollar Retention Services Margin Sales/h/élgvas % of Cost of ARR
* Benc h ma rk agal nst your simi |a rpeers New Logos Renewal Rate Revenue Mix G&A as % of Rev Magic Number
* Measure, monitor, and improve
ARPA/ARPU NPS EBITDA Rev per FTE
* Support your valuation
SaaS Quick Ratio TheSaaSAcademy.com Operating Leverage ROSE Metric
THE N
SAAS CFO




Operate Our
Business
&
Prepare for Due
Diligence

2

Reasons



This Framework
Acts as Our
Roadmap to
Systematic

Reporting




No More Fire

Drills to Hurriedly P

Calculate Our
Metrics



VALUATIONS

Assess »» What's working? What's not working?

Lots of Green

More green, better

valuation.

Va
Some Yellow

Some yellow is okay but
you need to understand it
and how to improve it.

O

No Red

Difficult to achieve 10x
when you have metrics
scoring as red.
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85%
ARPU
5

Benchmark

RETENTION

Gross Logo Retention

® 90% 95%

Gross Dollar Retention

® 87% 85%

Net Dollar Retention

® 108% 113%

Net Promoter Score

® 35 -

VON\ow ivir

Overall Gross

® 63%

Recurring Mz

® 68%

PS Margin

® 10%

PS Mix

® 5%
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Technology



Due Diligence is Data Intensive

ey The SaaS Metrics Framework

GROWTH / MATURITY

GROWTH RETENTION MARGINS PROFIT & OPEX EFFICIENCY

Pe Opl e New Bookings Logo Retention Gross Margin Rule of 40 LTV to CAC Ratio
/ HRIS Gross Doll
. Expansion Bookings ross Loflar Recurring GM R&D as % of Rev CAC Payback
Finance Retention
D Committed ARR Net Dollar Retention Services Margin Sales/Mkt as % of Cost of ARR
ata Rev
New Logos Renewal Rate Revenue Mix G&A as % of Rev Magic Number

ARPA/ARPU NPS EBITDA Rev per FTE
Operation
al Saa$S Quick Ratio TheSaaSAcademy.com Operating Leverage ROSE Metric
THE I




GROWTH RETENTION GROSS MARGIN PROFIT & OPEX EFFICIENCY

New Bookings
(T3MYQY)

6% m

Gross Logo Overall Gross Margin Rule of 40 LTV to CAC Ratio
Retention (T6M) (T6M) (MEDIAN T6M)
87% | 90%+ 84% | 70%+ 61 | 40+ 8 | 2x-5x

Expansion Bookings Gross Dollar Recurring Margin R&D as % of Rev CAC Payback
(T3M YOY) Retention (T6M) (T6M) (T6M) (MEDIAN T6M)
40% | 50%+ 88% | 90%+ 83% | 80%t 16% | 15-20% 14 | 11-15
CARR Net Dollar Retention . Sales/Marketing as
PS Margin Cost of ARR (T6M)
(TBM YOY) (TemM) % of Rev (T6M)
66% | 50%+ 110% | 100%+ NED | 35%+ 36% | 25%+ $0.76 | <$1.33
New Logos . G&A as % of Rev .
Net Promoter Score PS Mix (T6M) ROSE Metric (T6M)
(T3M YOY) (T6M)
42% | 50%+ N/A | 40+ 3% | <25% 18% | <20% $ 200| uUP
ARR ARPA Adj. EBITDA (T6M) Magic Number
19.5K UP 14% | 20%+ 0.8 0.75
Legend Better
NED = not eough In Range Rev per FTE
data Caution -
Actual Goal Assessing $250K | upP

Visibility Into:

35X

(Limited Scale)

Or

10X

(Scalable Model)

THE I

SAAS CFO
|




Pillar 1

SaaS Data
Mistake




rtunity

Crane Productions - Process Improvement

Opportunity Owner

;'_"' John Draginis
Opportunity Name
Crane Productions - Process Improvement
Account Name

Crane Productions
Type

New Customer
Forecast Category
Pipeline

Opportunity Record Type
New Business

v Marketing Details

Primary Campaign Source

Keys to Effective Change Management Webinar
v Financial Details

Average ARR
$41,667.00
Order Number
OR-3456

Close Date

8/31/2023

Next Step

Build Proposal based on Needs Analysis (08/24)
Stage

Needs Analysis

Probability (%)

20%

Last Stage Change

8/8/2023

Lead Source
Web

Amount
$150,000.00
Software Revenue
$125,000.00
Services Amount

$25,000.00

Bookings
Data!




No or Poor Data!

Opportunity
Crane Productions - Process Improvement

Opportunity Owner

#3 John Draginis
Opportunity Name
Crane Productions - Process Img alysis (08/24)

Account Name Stage

Crane Productions Needs Analysis

Type Probability (%)

New Customer 20% s
Forecast Category st Stage Change

Pipeline

Opportunity Record Type
New Business

v Marketing Details

Primary Campaign Source

Keys to Effective Change N

v Financial Details

Average ARR
$41,667.00
Order Number
OR-3456

Services Amount

$25,000.00
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*Product

CMS - Essentials Package

2 New Business Implementation ...
3 CRM Integration
Opportunity

Crane Productions - Process Improvement

' Opportunity Owner
# John Draginis
Opportunity Name
Crane Productions - Process Improvement
Account Name
Crane Productions
Type
New Customer
Forecast Category
Pipeline
Opportunity Record Type
New Business

v Marketing Details

Primary Campaign Source

Keys to Effective Change Management Webinar
v Financial Details

Average ARR
$41,667.00
Order Number
OR-3456

*Quantity *Sales Price
3.00 $25,000.00
1.00 $10,000.00
1.00 $5,000.00
Close Date

8/31/2023

Next Step

Build Proposal based on Needs Analysis (08/24)

Stage

Needs Analysis

Probability (%)

20% P 4
Last Stage Change

8/8/2023

Lead Source
Web

Amount
$150,000.00
Software Revenue
$125,000.00
Services Amount
$25,000.00

Bookings Data

Edit All Products

Date Line Description Billing Type

9/1/2023 CMS Essentials - 3 Years Recurring - Annual i’
9/1/2023 Essentials Implementation Pack... Time & Materials i’
9/1/2023 Salesforce Integration Support Fixed Price i’

« New vs. Expansion vs. Contraction
o By Revenue Stream

« ARRand TCV

« Metadata



Expansion

Make sure you track expansion on a net
basis! “Gross” tracking will skew your
metrics and performance tracking.



Bookings Date?

When do you record a software booking in your bookings

report?

You can see how people vote. Learn more
Contract execution date 59%
Subscription start date 33%
First invoice date 5%
Other: please explain below 3%

253 votes + Poll closed



Warning!

Watch out for any timing
misalignment between bookings
date and CAC expenses.




Metadata

Pricing Plans
Invoicing Terms
Firmographics




But wait! | don't speak
the bookings language.

Lower price point, high volume
businesses.

The concept is still applicable!

We still need to measure growth via
payment/invoice transactions.



Pillar 2

SaaS Data
Mistake




Treat This
Data Like
Gold!




MRR SCHEDULE =a 251e2a8 The saas

49 REVENUE 385,522 423,505 438,408 446,092 492,372 527,893 572,482 580,892
50 Customer 1 2,795 2,795 2,795 2,795 2,795 2,858 2,858 2,858
51 |Customer 2 500 500 500 500 500 500 500 500
52 |Customer 3 3,245 3,245 3,245 3,245 3,245 3,245 3,245 3,245
53 |Customer 4 - - - - - 589 3,083 3,595
54 |Customer 5 748 748 748 748 748 748 748 748
55 |Customer 6 625 - - - - - - -

56 Customer 7 4,748 4,748 4,748 4,748 4,748 4,748 4,748 4,748
57 Customer 8 748 748 748 748 748 748 748 748
58 |Customer 9 748 748 748 748 748 748 748 748
59 Customer 10 3,683 3,683 3,683 3,683 3,683 3,683 3,683 3,683
60 |Customer 11 2,535 2,535 2,535 2,535 2,535 2,535 2,535 2,535
61 |Customer 12 500 500 500 500 500 500 500 500
62 |Customer 13 500 500 500 500 500 500 500 500
63 |Customer 14 1,875 1,938 1,875 1,875 1,875 1,875 1,875 1,875
64 |Customer 15 500 500 500 500 500 500 500 500

65 |Customer 16 748 748 748 748 748 748 748 748



MRR SCHEDULE | | bt The saas

49 REVENUE 385,522 423,505 438,408 446,092 492,372 527,893 572,482 580,892
50 |Customer 1 2,795 2,795 2,795 2,795 2,795 2,858 2,858 2,858
51 |Customer 2 500 500 500 500 500 500 500 500
52 |Customer 3 3,245 3,245 3,245 3,245 3,245 3,245 3,245 3,245
53 Customer 4 - - - - - 589 3,083 3,595
54 Customer 5 748 748 748 748 748 748 748 748
55 |Customer 6 625 - - - - - - -

56 |Customer 7 4,748 4,748 4,748 4,748 4,748 4,748 4,748 4,748
57 |Customer 8 748 748 748 748 748 748 748 748
58 Customer 9 748 748 748 748 748 748 748 748
59 Customer 10 3,683 3,683 3,683 3,683 3,683 3,683 3,683 3,683
60 |Customer 11 2,535 2,535 2,535 2,535 2,535 2,535 2,535 2,535
61 |Customer 12 500 500 500 500 500 500 500 500
62 | Customer 13 500 500 500 500 500 500 500 500
63 Customer 14 1,875 1,938 1,875 1,875 1,875 1,875 1,875 1,875
64 Customer 15 500 500 500 500 500 500 500 500
65 |Customer 16 748 748 748 748 748 748 748 748

Your MRR schedule is like gold!
Can you produce this?



HOLES IN YOUR SCHEDULE? The saas

A B C D E F G
1 | REVENUE $ 168,557 $§ 183,307 $§ 166,540 $ 214,890 S 199,735 S$ 210,070
2 | Customer 1 $ 2495 $ 2495 $ 2495 $ 2495 S 2495 $ 2,495
5 | Customer 4 S - S - S - S - S - S -
6 | Customer5 S 3,588 S 3,588 |IS - S - S 3,588 S 3,588
7 | Customer6 $ 1,091 $ 1,991 1,001 1991 $ 1,091 $ 1,991
9 | Customer 8 S - S - S - $ -
10 | Customer 9 S - S 300 S 300 S -
11 | Customer 10 S 3,095 S 3,095 S S 3,095 S 3,095
12 | Customer 11 S - S - S . S - S - S .
13 | Customer 12 $ 1,468 $ 1,018 $ 3043 $ 3,043 S 3,043 $ 3,043
14 | Customer 13 $ 2195 $ 2195 $ 2195 $ 2195 $ 2195 $ 2,195
15 | Customer 14 $ 1,171 $ 2199 $ 3063 $ 7508 $ 4689 $ 5,190
16 | Customer 15 S 2,851 S 2,851 S 2,851 S 2,851 S 2,851 S 2,851
17 | Customer 16 S - S - S - S - S - S -
18 | Customer 17 $ 1,609 $ 1,609 $ 1,609 $ 1,609 $ 1,609 $ 1,609

This wreaks havoc with your retention!



Biggest Mistakes!

Poor invoicing practices
Cash basis
No revenue recognition
Not reconciling your deferred
subledger



Metadata

Pricing Plans
Product Lines
SKU Level
Invoicing Terms
Firmographics



Pillar 3
SaaS Data
Mistake
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The Modern SaaS P&51.

SaaS P&L Jan-22 Feb-22 Mar-22

Clear & distinct

t Subscriptions 300 274 321
I e a a P I £ ASU LIRS [ Prof. Services 85 90 108
Variable 40

Manages Services -
Hardware -
Other

Total Revenue

. 3 distinct sections —

Services

o Revenue Transaction
Customer Success
- COGS Correct COGS Hardware
. ' . Dev Ops
OpEX dept's. Dictated by e COGS

revenue streams.

Gross Profit

Margin %
ﬁ R&D 59 53 64
Sales 13

No creativity need [y 23 29 31

here. Just how it is. [ 75 79 78
Total Operating Expenses $252° $269  $247




The Modern SaaS P&SLL

SaaS P&L Jan-22 Feb-22 Mar-22 SAAS P&L

Clear & distinct A i GRS . .

ubscriptions T p & T k

revenue streams. IR TN 85 90 108 IPS FICKS
Variable 40
Manages Services -
Hardware -
Other

Total Revenue

Clear and distinct revenue streams

— Recurring separate from one-time rev
uppo

Services
Transaction
Customer Success

Correct COGS Hardware .
dept's. Dictated by MAAUE Correct gross profit and by revenue

Total COGS
revenue streams. stream

Correct COGS vs. OpEx split

> BB P

Gross Profit

Margin %
ﬁ R&D 59 53 64
Sales 04 73

No creativity need [y 23 29 31

here. Just how it is. [e¥ 75 79 78
Total Operating Expenses $252° $269  $247
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The Tech




Academy Tech Sta rogression

550,27 264 2,96 0,40 263 0,01 427,00 0,23
2381,59 3.9 3,50 0,46 1,51 0,66 1041,39 0,74
555,95 2,12 3,39 0.41 8,17 0,46 474,42 0,80
1703,54 2,62 1,48 0,73 5,03 0,72 1064,99 0,36
2708,97 1,14 1,85 0,66 4,10 0,85 785,67 0,65
583,04 2,60 3,35 0,99 9,35 0,47 509,87 0,58
1740,97 0,65 1,72 0,50 331 0,99 554,40 0,45
2517,79 0,65 3,42 0,89 187 0,20 591,13 0,95
2678,46 1,04 0,16 0,30 1,35 0,64 484,95 0,89
1347.92 1,36 2,39 0.78 5,09 0,47 489,27 0,16
1846,06 091 0,31 0,08 0,51 0,48 63,67 0,55
891,12 0,03 3,57 0,16 4,95 0,76 921,14 0,59
40,49 274 0,09 0,46 6,93 0,31 133,44 0,14
1630,48 0,88 2,22 0,90 9,30 0,08 50,27 0,10
207,69 1,38 2,92 0,19 1,40 0,93 113534 0,20
717,38 0,66 2,29 0,86 2,57 0,39 835,94 0,18
2043,60 384 0,61 0,68 1,40 0,29 727,27 0,74
868,02 0,09 0,12 0,39 7.41 0,87 580,05 0,58
240514 0,97 3,24 0,80 1,08 0,88 748,43 0,14
1273,40 1,95 0,03 1,00 3,99 0,49 726,86 0,94
257,61 0,03 3,84 0,60 2,64 0,46 82,33 0,72
2521,09 0,66 3,32 0,89 1,54 0,05 1308,94 0,29
2675,60 0,55 1,12 082 1,82 0,69 1363,89 0,38
1230,40 1,02 0,80 0,03 3,77 0,65 637,31 0,87
2508,90 3,07 2,77 0,47 3,35 0,35 329,60 0,19
241,23 1,31 1,40 0,95 6,62 0,83 481,56 0,29
1944,43 2,56 2,69 0,49 0,09 0,26 640,67 0,82
1942.23 3.2 0.44 0.15 333 0.38 1014.61 0.30

Spreadsheets Technology



Finance Roadmap

Accounting

Subscription Mgmt

(invoicing / rev rec)

CRM

HRIS



Benchmarks




Aggregate benchmarks

are dangerous to your
SaaS$ health!




BENCHMARKS
Net Dollar Retention

Source: Benchmarkit.ai FY22 Saa$S Survey
Total Population

Poor Median Great

T
* *

95% 103% 110%

1 )



BENCHMARKS

Net Dollar Retention By ACV - Top Quartile

Source: Benchmarkit.ai FY22 SaaS Survey

125%

120%

120%

115%

115%

110% 110%

110% 109%

105% 103%

100%

95%

90%
< $5K $5K - $10K $10K - $25K $25K - $50K $50K - $100K > $100K



BENCHMARKS
Gross Margins

Source: Benchmarkit.ai FY22 SaaS Survey
Total Population

Poor Median Great

T

65% 72% 80%

1 )




Right Metrics
for the
Right Stage
of our
Journey



The SaaS A vl
Academy The SaaS Metr cs Framework

GROWTH / MATURITY

New Bookings Logo Retention Gross Margin Rule of 40 LTV to CAC Ratio
Expansion Bookings Glr?oesi‘:zrﬁioollmar Recurring GM R&D as % of Rev CAC Payback
Committed ARR Net Dollar Retention Services Margin Sales/ I\l/l_\)ketvas % of Cost of ARR
New Logos Bonus Revenue Mix G&A as % of Rev Rev per FTE
ARPA/ARPU NPS / CSAT EBITDA ROSE Metric
Bonus Bonus Bonus
RPQO’s Operating Leverage RDI Score

SaaS Quick Ratio Magic Number
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The Saa$S The SaaS IYIe_trics' Framework

New Bookings Logo Retention Gross Margin Rule of 40 LTV to CAC Ratio
Expansion Bookings GquoestZrIIDtioolLar What metrics are

relevant for your
Committed ARR Net Dollar Retention Services Margin company Stage?

\New Logos NPS / Revenue Mix G&A as % of Rev Magic Number

EBITDA
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<$1M ARR

New Bookings Logo Retention Gross Margin Rule of 40 LTV to CAC Ratio
: : Gross Dollar :
Expansion Bookings Retention Recurring GM R&D as % of Rev CAC Payback
(o)
Committed ARR Net Dollar Retention Services Margin Sales MngvaS 7 of Cost of ARR
New Logos NPS Revenue Mix G&A as % of Rev Magic Number

- /

EBITDA
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$1-3M ARR
[ Grow—

New Bookings Logo Retention Grosj Margin Rule of 40 LTV to CAC Ratio
: : Gross Dollar r
Expansion Bookings Retention Recurfing GM R&D as % of Rev CAC Payback
(o)
Committed ARR Net Dollar Retention Services Margin Sales MngvaS 7 of Cost of ARR
\ New Logos NPS Revehue Mix G&A as % of Rev Magic Number

EBITDA
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The SaaS Metrics Framework

GROWTH / MATURITY

New Logos

\_

Expansion Bookings

Committed ARR

m RETENTION MARGINS PROFIT & OPEX m\

New Bookings

Logo Retention Gross Margin Rule of 40 LTV to CAC Ratio
Glr?oss Dollar Recurring GM R&D as % of Rev CAC Payback
etention
Net Dollar Retention Services Margin Sales/ MngvaS % Of Cost of ARR
NPS Revenue Mix G&A as % of Rev Magic Number

EBITDA /
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The SaaS Metrics Framework

> $10M ARR - Segmentation

GROWTH / MATURITY

New Logos

\_

Expansion Bookings

Committed ARR

m RETENTION MARGINS PROFIT & OPEX m\

New Bookings

Logo Retention Gross Margin Rule of 40 LTV to CAC Ratio
Gquoss Dollar Recurring GM R&D as % of Rev CAC Payback
etention
Net Dollar Retention Services Margin Sales/ MngvaS % Of Cost of ARR
NPS Revenue Mix G&A as % of Rev Magic Number

EBITDA /




This Metrics Profile Won’'t Work

Gross Logo Overall Gross Margin
Retention T6M

46% 90%+ 75% 70%+ -245

Rule of 40 LTV to CAC Ratio

[ 0 ESCH

New Bookings (T3M)

40+

Expansion Bookings Gross Dollar . ) R&D as % of Rev
. Recurring Margin
(T3M) Retention T6M

| 63 DECTON | sex DECOAE [ 74% [ soxr | [ uox NESTON | so [NEEEEN

T3M CAC Payback

Revenue Growth . . Sales/Marketing as Blended Cost of
Net Dollar Retention PS Margin
(T3M) % of Rev ARR

B sox: BTN 100% N/A | 35%+ T 25%+ $2.41

New Logos (T3M) Net Promoter Score PS Mix G&A as % of Rev Rev per FTE ($000)

IEE o« IR NA [ <25% 73% R $133 [ UP

ARPA / ARPU Adj. EBITDA Magic Number

$134 [ FLAT [ 200% EREN | ©7) ENE
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This Metrics Profile Gets Us Closer to 10x

New Bookings Gross Logo Overall Gross Margin Rule of 40 LTV to CAC Ratio
(T3M YOY) Retention (T6M) (T6M) (MEDIAN T6M)

6% 87% | 90%+ 84% | 70%+ 61 | 40+ 8 | 2x-5x
Expansion Bookings Gross Dollar Recurring Margin R&D as % of Rev CAC Payback
(T3M YOY) Retention (T6M) (T6M) (T6M) (MEDIAN T6M)

40% | 50%+ 88% | 90%+ 83% | 80%+ 16% | 15-20% 14 | 11-15

CARR Net Dollar Retention . Sales/Marketing as
PS Margin Cost of ARR (T6M)
(T6M YOY) (T6M) % of Rev (T6M)
66% | 50%¢+ 110% | 100%+ NED | 35%+ 36% | 25%+ $0.76 | <$1.33
New Logos . G&A as % of Rev .
Net Promoter Score PS Mix (T6M) ROSE Metric (T6M)
(T3M YOY) (T6M)
42% | 50%+ N/A | 40+ 3% | <25% 18% | <20% | [$ 2.00] uP
ARR ARPA Adj. EBITDA (T6M) Magic Number
19.5K upP 14% | 20%+ 0.8 0.75
Legend Better
NED = not eough In Range Rev per FTE
data Caution
Actual Goal Assessing $250K | upP
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Resources

TheSaaSAcademy.com - free
and paid courses on SaaS
metrics and finance.

TheSaaSCFO.com - in-depth
posts and templates on SaaS
metrics.

SaaS Community — 3,600+
member SaaS community



THANK YOUI

To learn more...

TheSaaSAcademy.com
TheSaaSCFO.com
TheSaaSNews.com

Follow on Twitter...
@TheSaaSAcademy

@TheSaaSCFO
@TheSaaSNews




