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SaaS Revenue Quality: ARR/MRR,

Services Mix, Renewals & Collections

Separate recurring subscription revenue from services, setup, usage, contracted-but-
unbilled amounts and uncollected invoices so ARR reflects durable economics instead of
optimism.

ARR and MRR are operating metrics, not magic labels for every contracted dollar. A
SaaS company can overstate quality by annualizing one-time services, counting pilots as
full recurring contracts, ignoring credits or treating signed-but-contingent agreements as

live ARR. Investors will compare the metric to invoices, contracts, cash and retention.

Make the bridge explicit.

Know what weak and strong look like

READINESS AREA WEAK / DILIGENCE RISK STRONG / INVESTOR-READY

ARR/MRR Annualizes any invoice or contract Recurring, live, non-cancellable/qualified revenue
value. component defined consistently.
Services Implementation/professional services Recurring software/usage separated from

blended into ARR. nonrecurring service/setup revenue.

Contracted vs Signed TCV counted immediately. Contract start, conditions, billing schedule and live

billed recurring value distinguished.

Collections Revenue growth ignores overdue Billed, collected, aging, credits and bad-debt trends
receivables. tracked.

Renewals Auto-renew language treated as Renewal date, notice, churn/contraction/expansion

guaranteed.

and collection outcome measured.



Write the recurring-revenue policy

Define what qualifies for MRR/ARR: live customer, recurring obligation, start date, discount
treatment, usage minimums, month-to-month vs annual, suspended/nonpaying accounts and FX if

relevant.

Separate four revenue views

Bookings/TCV = sales commitment; ARR/MRR = recurring run-rate metric; accounting revenue =
earned under accounting policy; cash collections = money received. They should connect, not be

equal.

Build the customer bridge

For each account show contract dates, recurring amount, services/setup, usage, discounts/credits,
invoice status, collections, renewal and churn/expansion. Aggregate that table into the investor

metrics.

Audit services dependence

Services may improve onboarding and revenue, but heavy founder/consulting work can make
software ARR less scalable. Show services mix, service gross margin and whether services are

required to keep customers using the product.

Track revenue at risk

Flag overdue accounts, customers in implementation, month-to-month contracts, renewal within 90
days, unresolved disputes and concentration. A $2M ARR business with $500k seriously past due or

cancellable next month has different quality than the headline suggests.

Run the diligence stress test before investors do

Do not rehearse an answer. Rehearse the evidence. Give yourself a short diligence window and try to
produce the underlying records without rebuilding the story from memory. A clean result is
reproducible, tied to a source system or signed document, and consistent with the numbers elsewhere

in the company.

< ARR/MRR: Put the underlying records on screen and prove this standard: Recurring, live, hon-
cancellable/qualified revenue component defined consistently. If the evidence still looks like



this weak state—Annualizes any invoice or contract value.—record the gap, hame an owner
and give it a due date instead of explaining it away.

Services: Put the underlying records on screen and prove this standard: Recurring
software/usage separated from nonrecurring service/setup revenue. If the evidence still looks
like this weak state—Implementation/professional services blended into ARR.—record the gap,
name an owner and give it a due date instead of explaining it away.

Contracted vs billed: Put the underlying records on screen and prove this standard: Contract
start, conditions, billing schedule and live recurring value distinguished. If the evidence still
looks like this weak state—Sighed TCV counted immediately.—record the gap, name an owner
and give it a due date instead of explaining it away.

Collections: Put the underlying records on screen and prove this standard: Billed, collected,
aging, credits and bad-debt trends tracked. If the evidence still looks like this weak state—
Revenue growth ignores overdue receivables.—record the gap, name an owner and give it a
due date instead of explaining it away.

Renewals: Put the underlying records on screen and prove this standard: Renewal date,
notice, churn/contraction/expansion and collection outcome measured. If the evidence still
looks like this weak state—Auto-renew language treated as guaranteed.—record the gap,
name an owner and give it a due date instead of explaining it away.

Do the math investors will do

Revenue bridge example: $1.2M signed 3-year TCV with $120k implementation and $360k/year

subscription. Do not report $1.2M ARR. Depending on contract conditions and start date, recurring

run-rate may be $360k when live; $120k is nonrecurring implementation; accounting revenue and

cash collections follow their own timing. Build all four views.

Build the evidence investors can verify

ARR/MRR policy memo

Customer contract-to-metric schedule

Bookings/ARR/revenue/cash reconciliation

Services/setup/usage mix



v A/R aging, bad debt and collection trend
v Renewal/notice calendar
v Expansion/contraction/churn bridge

v Revenue-at-risk schedule

Questions an investor may ask

? Show how this customer’s contract becomes ARR.
? How much reported ARR is not yet live or collected?
? What share of revenue is professional services?

? How much ARR renews in the next six months?

? Which overdue accounts are still counted in ARR and why?

30-day repair sprint

o Days 1-4: lock ARR/MRR definitions and exclusions.

Days 5-10: build contract-level recurring revenue schedule.
Days 11-15: reconcile billing/accounting/cash.

Days 16-20: separate services/setup/usage economics.

Days 21-25: build renewal/collections/revenue-at-risk views.

Days 26-30: replace every deck/dashboard recurring-revenue number with the canonical
bridge.



—— SOURCE DESK

Research behind this guide

Use the primary and authoritative sources below to verify current rules, market
conditions and technical guidance. Terms and regulations can change.

Stripe — Essential SaaS Metrics
Stripe — Net Dollar Retention Explained
SEC — Ready to Raise CAPITAL

Bessemer Venture Partners — Scaling from $1M to $10M ARR

Important: This guide is educational information, not individualized legal, tax, investment, employment,
security or compliance advice. For decisions with material legal or financial consequences, use a qualified
professional who can review your facts.
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https://stripe.com/resources/more/essential-saas-metrics
https://stripe.com/resources/more/net-dollar-retention-explained
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