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Executive Summary

• SaaS finance thrives on predictable recurring revenue, requiring strong systems for scalability
and compliance.

• Core metrics include ARR/MRR, churn, LTV/CAC, payback period, and the Rule of 40; these
are the foundation for financial health and investor readiness.

• Accurate forecasting, disciplined budgeting, and robust scenario planning are vital for cash
management and sustainable growth.

• A clear monetization strategy and efficient finance operations—automated billing, ASC 606
compliance, and expense control—build resilience.

• Board and investor reporting should emphasize growth efficiency, retention, and runway to
instill confidence.

• Strategic levers like capital raising, M&A;, and international expansion enable scale; track
efficiency via burn multiple and the SaaS magic number.

• In the first 90 days, prioritize metric tracking, financial modeling, pricing refinement, and
establishing reporting cadence.
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Executive Dashboard

ARR
$12.4M

NRR
118%

GRR
92%

CAC Payback
9.5 months

Rule of 40
45%

Burn Multiple
1.4×

Gross Margin
78%

Runway
14 months
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1. Foundations of SaaS Finance

• Recurring revenue drives predictability and higher valuations.

• Revenue recognition under ASC 606 aligns revenue with service delivery.

• Set up scalable systems (GL, ERP, billing, FP&A;) early.

2. Core SaaS Metrics

• ARR/MRR: recurring revenue baseline.

• Churn: track GRR and NRR to understand retention.

• LTV/CAC: target ≥ 3x.

• Payback: under 12 months ideal for mid-market.

• Rule of 40: growth + profitability ≥ 40%.

3. Budgeting & Forecasting

• Revenue forecast: use cohort modeling and pipeline conversion; model downgrades and
expansions.

• Expense forecast: headcount plan (with start dates), cloud/infra, GTM, and G&A.;

• Scenario planning: base/upside/downside; include hiring gates and spend triggers.

• Cash: monitor burn multiple and runway; build 13-week cash flow.

4. Pricing & Monetization

• Models: per-seat, tiered features, usage-based, or hybrid; align with value metrics.

• Packaging: good-better-best with enterprise add-ons and compliant SLAs.

• Discount policy: guardrails by segment and approval matrix to protect margins.

• Expansion: drive NRR via upsell, cross-sell, and seat growth.

5. Finance Operations

• Billing & collections: automate invoicing, payment retries, and dunning; reduce failed
payments.

• Revenue recognition: automate deferrals and allocate multi-element arrangements.

• Sales comp: accruals, clawbacks, and payout timing tied to collections when needed.

• Spend control: vendor management, approval flows, and T&E; policy with card controls.
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6. Investor & Board Reporting

• Monthly package: P&L;, balance sheet, cash flow, ARR bridge, and KPI dashboard.

• Quarterly board deck: growth drivers, churn analysis, GTM efficiency, product roadmap.

• Investor KPIs: ARR growth, NRR/GRR, Rule of 40, CAC payback, runway.

7. Compliance & Risk

• Tax: sales tax/VAT and nexus tracking; international invoicing requirements.

• Security & privacy: SOC 2, ISO 27001, GDPR/CCPA; vendor risk assessments.

• Contracts: caps on liability, SLAs, uptime credits, termination clauses.

• Controls: segregation of duties, close checklist, audit readiness.

8. Scaling the Finance Org

• Early stage: outsourced bookkeeping and simple tools; founder-driven budgeting.

• Growth stage: Controller + FP&A; add RevOps and AR/AP specialists.

• Mature: CFO, FP&A;, RevOps, Internal Audit; close automation and BI stack.

• Systems: ERP (e.g., NetSuite), billing (Stripe/Chargebee), FP&A; (Mosaic/Adaptive).

9. Strategic Levers

• Capital: equity vs. venture debt; covenant awareness; optimal timing.

• M&A;: diligence playbooks, post-merger integration, and synergies tracking.

• International: FX exposure, transfer pricing, and local compliance.

• Efficiency: improve burn multiple and the SaaS magic number.

10. 90-Day Implementation Plan

• Days 1-30: instrument ARR/MRR and churn; audit billing and collections.

• Days 31-60: build 12-month model with scenarios; refine pricing/packaging.

• Days 61-90: establish reporting cadence; analyze CAC payback and NRR drivers.
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Key SaaS Metrics Table

Metric Definition Target Benchmark

ARR/MRR Annual/Monthly Recurring Revenue—reconciled
between GL, billing, and CRM.

Sustain 20-40%+ year-over-year
growth (stage-dependent).

Churn Revenue lost from cancellations or downgrades;
track GRR/NRR.

Keep GRR > 90% and NRR ≥
110-130% (segment dependent).

LTV/CAC Gross margin-adjusted lifetime value versus
acquisition cost.

Target LTV ≥ 3x CAC; > 4x is excellent.

Payback Period Months to recover CAC from gross profit. Aim < 12 months mid-market;
enterprise may be 12-24.

Rule of 40 Growth rate + profitability (EBITDA or FCF margin). Hit ≥ 40% combined; higher for slower
growers.
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Appendix: Visuals

CAC vs. LTV Comparison

Rule of 40 Breakdown
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Monthly Revenue Growth


