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Endurance – A New 
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Being in the Hosting industry for over 15 years, an IPO of any 

Hosting company always intrigues me. You can always learn 

more information and get new insights into their business from 

their Prospectus & Roadshow presentations. I closely watched 

Endurance presentations, and their claim of “1% Churn” got my 

attention. They have repeated that claim on their Q4-2013 

earnings call while defining the MRR retention at 99%. They 

have kept that statement in their Q1-2014 results. Endurance 

International Group Holdings, Inc. (Nasdaq:EIGI) is a leading 

provider of cloud-based platform solutions designed to help 

small and medium-sized businesses succeed online 

Out of the over 50+ companies that were bought over the past 

years, there are a few which were players in the Hosting market 

for many years and were struggling with churn throughout those 

years. Included among them are: HostCentric, Hostmonster, 

Bizland, homestead, domain.com, Ehost, ApolloHosting. 

I wondered what the Endurance team did in order to reduce the 

industry-inherited churn in these companies. 

Before I jump into my analysis of endurance and churn numbers, 

I would like to refresh your memory about the churn of SaaS 

companies in general and Hosting ones in particular. See for 

example, my previous articles. As demonstrated, churn is always 

an issue in any subscription-based businesses. There are 

however situations in which Churn is to be expected and is more 

or less bearable, while in others it is like a cancer to the SaaS 

organism. 

Endurance 1% Churn Model 

Before I begin, I would like to present the following disclaimer: as 

I did not speak to the endurance team nor to analysts which 

covers them, the below analysis, is based on my own 15 years 

of experience in the industry and on the material they have 

chosen to share with their investors during their roadshow. 

Therefore, I might be completely wrong…. 
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MRR Explained 

Let’s assume that on January 2013, a SaaS company had 100 

new customers joining one of their Hosting brands. Assuming 

each customer would sign on for a subscription account of 

$10/Month plan, we would see an MRR (Monthly Recurring 

Revenue) of: 100 customers X $10/mo. = $1,000 MRR. 

Recognized Revenues 

Recognized revenues in a SaaS company refer to revenues for 

services actually being rendered to the customers. And in a 

Hosting company, in which the service is a monthly hosting 

service, over the course of each month the customer got the 

service he paid for, and the company can recognize the resulting 

revenues for that month. 

Assuming all customers pay either on a monthly base or upfront 

for a yearly plan, their monthly recognized revenues would be 

equal to the MRR (for monthly paying customers they would 

recognize all of their monthly payment, while for yearly plans 

they would recognize 1/12 of their payment for each month of 

service). $1,000 MRR = $1,000 Recognized revenues. 

However, in our case, January 2013 was the 1st month those 

100 customers subscribed to the service. In such a case, those 

customers would join throughout the month, as the sales & 

marketing activities are spread over the month. 

For the sake of this calculation we assume an even spread over 

the month. Therefore, on average, each customer would get a 

service of 15 days out of the month. In such a case, they would 

recognize only 50% of his monthly payment (while deferring the 

remaining amount to the following month). Therefore, their 

collection would be: 100 customers X $10 each = $1,000. 

However, their recognized revenues would only be 50% of that, 

as they delivered service for 50% of the month, on average: 

$1,000 X 50% = $500 Recognized Revenues 
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Impact on Recognized Revenues 

On the following month, assuming they would keep all of their 

customers, the service will be rendered for a full month and 

therefore: $1,000 MRR = $1,000 Recognized Revenues 

This means that the contribution of the customers who joined on 

January 2013 to their aggregated recognized revenues would be 

doubled during February 2013, and would remain the same for 

the following months, assuming none of the customers would 

leave the service. 

Ongoing Model 

Now, in order to demonstrate a bit, let’s look at several months 

outlook while pinpointing the cohorts: 

 

We can see here that our numbers are growing on the total user 

base, while our cohorts are being churned. Clearly, when time 

passes and the amount of users joining will be equal to the 

amount of those who are leaving, we will be in the classical 

“churn trap.” However, all those are not new to us, but let’s look 

at the Rec. Rev. Model Endurance are using: 

Recognized Revenue Model 
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Comments: 

1. They would recognize only 50% of the MRR the new 

customers generate (on an average 15 days a month). 

2. 20 customers canceled that month, but on average they did 

got a service for 15 days on an average. 

3. Same goes here with 10 customers leaving. 

What we could see here, is that by using the Rev. Rec. 

guidelines we are “flattening” the impact of the churn on the 

revenues (not on the MRR), by differing revenues of new 

customers to the following month, and by recognizing revenues 

& differed revenues of customers who are leaving that month. 

Summary 

I learned a few things from this exercise: 

1. The Endurance guys used in their analysis a model which is 

not the industry common practice, while using industry 

terminology. 

2. Their businesses suffers from the same issues other 

‘hosters’ suffer, and most probably at the same level. 

3. Revenues recognition guidelines may need to be modified 

for the use of SaaS subscriptions companies, as MRR would 

better reflect their upcoming financial outlook. 
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In summary, Churn has always been a key performance 

indicator of a Hosting company. No hosting company can avoid 

it, and they all continue to struggle to minimize it. 

However, the churn should be dealt with product, operational 

and service manners and not by the finance department….. 

 

Roy Saar is a partner at Mangrove Capital Partners, a bold but 

patient venture capital firm helping innovative entrepreneurs 

start and grow global, disruptive companies. He was involved in 

the launch of Wix and Polaris Solutions. Roy was also the 

founder of Sphera Technologies (sold to Parallels in 2007), which 

was one of the very first software platforms for SaaS providers. 

Roy seats on the boards of: WIX, PlanetSoho, WalkMe, RFcell & 

Polaris Solutions. 

 

About WalkMe

 

WalkMe gives SaaS providers an indispensable tool to onboard trial 

users and to "be there" with existing customers.  Leveraging the 

WalkMe interactive self-guidance technology, SaaS providers can 

ensure their prospects and existing customers have a simple, smooth 

& burden-free experience with their software, thereby increasing 

usability, eliminating confusion and frustration.  

SaaS providers use WalkMe to increase free to paid conversions, 

reduce churn rates and highlight new features. Customers of WalkMe 

report lower acquisition costs, as well as reduced training and 

customer service costs.  

Through a series of interactive tip balloons overlaid on the screen, 

tasks are broken down into short, step-by-step guided instructions, 

which help users act, react and progress during their software usage.  

As a result, SaaS providers can feel assured their customer will be 

able to focus on what they want to do using your software, and free 

from the confusion of how to do them.  They can also empower their 

customers to self-task successfully even through the most complex 

processes.   

http://www.mangrove.vc/#!roy-saar-2/c19s8
http://w.walkme.com/walkme-for-saas-vendors?t=6&eco=saas&camp=sidebanners&adin=goldenbutton&land=walkmesaas

