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How to Run a Board Meeting

My First Board Meeting Was Terrible

| was nervous when | attended my first board meeting.

| was young, didn't really know what to expect, and didn’t
know what a “great” board meeting actually looked like.

Being in finance, | had been involved with creating
board materials and | would hear from my CFO about
what was discussed, but | didn’t really know the
environment inside the boardroom.

For this particular board meeting, the company had
prepared a 100+ slide deck and all the company leaders
were well-rehearsed on their parts. We managed to get
through the whole deck in 2.5 hours. There wasn't a
single question from the board. In fact, they only said
about 20 words in total—*makes sense”, “great”, “good
job”, etc. When we left the boardroom, the management
team proceeded to give each other high fives and tell
each other how great it went.

My reaction to the board meeting was a bit different...

What did we just accomplish? All we did was present
the same facts that were in the pre-read material. This
meeting could have been an email. | thought board
members were supposed to add value.
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The problem was that we just provided a really long
update to the board and nothing else. The reason there
were no questions/discussions is because there was no
time! People were clearly exhausted after 2.5 hours of
presentation and just wanted to go home.

Board meeting time falls into one of the below types:

1. Updates — Providing updates on the business
(CFO showing financials)

2. Approvals — Seeking board approval (CFO getting
the annual plan approved)

3. Discussion — Strategic conversations with the board
(pricing strategy)

This terrible board meeting was 2.5 hours of updates
with no discussions before or after the board meeting.
If a company wants the actual board meetings to be
only #1and #2, | think that is fine. But keep the board
meeting fairly short.

My favorite discussions are #3—strategic discussions.
These don't necessarily have to happen at the board
meeting (in fact, | often like separate conversations with
a smaller group outside of board meetings for these),
but they should happen somewhere.
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CHAPTER1

Managing Your Board

Board preparation and investor relations is A LOT of
work. There is certainly value the management team
gets from going through the exercise, but don’t waste
your opportunities with your board.

Even if you think board members don't provide helpful
advice, they do provide one of your most important
resources: CASH.

And if you manage your board poorly, then they won't
trust you. Not only will they not give you more cash in
the future, but it will be much harder to get money from
other investors if your current ones don't trust you.

While ~90% of VC value just comes
to you from writing a check, they are
*usually* smart individuals who are
seeing dozens of other companies
struggle with the same thing you are.
Putting them to work and having
strategic discussions can make

them add real value.

The actual board meeting is just one part of successfully
managing your board and getting real value from your
board members.

Below are some of the interactions you should be
having with your board:
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1. Investor Update

The company should be sending either a monthly or
at least quarterly update to the board within about two
days after the end of each period.

You lose investor trust by not providing regular updates.
If companies aren't providing regular updates, investors
usually assume that things are not going very well.

The investor updates can be a quick email that focuses
on the highlights:

- Cash balance and cash runway

- ARR growth

« Churn

- Notable new logos and churn

- How sales pipeline is looking for the next quarter

- Anything else significant worth calling out
(limit to two to three items)

The board does not want to wait three weeks after the
end of the quarter to hear that you missed sales targets
by 50% and expect to miss next quarter by 50% as well.
Don't wait to update your board with bad news!

The number one rule with managing your board is NO
SURPRISES. Experienced leaders are not afraid to be
honest with their board. The truth will come out at some
point so you might as well build trust by being transparent.
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2. Investor Pre-Meetings

As | said earlier, the number one rule for board meetings
is no surprises. This doesn’t mean everything has to

be completely vetted out and discussed before a board
meeting, but you don’t want to present something
potentially controversial for the first time in the meeting.

These pre-meetings are separate meetings with each
individual board member. On the company side, they
would include the CEO and potentially another executive
depending on the topic. For example, if you are seeking
approval of the annual plan in the board meeting, then
the CEO and CFO can meet with each board member
individually to go through the plan before the board
meeting presentation/approval.

3. Board Meeting Pre-Read Materials

- Timing: Send the materials at least 48 hours in
advance. If you are sending materials at midnight the
night before, then board members don't have a chance
to review them before the meeting, which makes the
meeting much less productive.

Pre-read content: Most companies follow one of the
two methods with regard to pre-read materials. Both
options work, but | have a strong preference for

option #2 because with a long-form narrative format,
the management can better convey the story and
make the actual board meeting more productive.

o Option 1: The pre-read material is the exact same as
the board deck that is presented in the board meeting.

o Option 2: The pre-read material is a long-form narrative
(or more detailed deck), and what is presented is a
condensed slide deck to help tee off discussion items.

- Request for questions and comments: Ask your
board to provide questions/comments on the pre-read
materials before the meeting. Telling your board to
provide questions ahead of time will do two things:

o Helps make sure your board reads the materials
in detail before the meeting.

o Gives the board time to ask the questions most
important to them, which will help drive the
board discussions.

4. The Board Meeting

CEQ’s State of the Union

This is an opportunity for the CEO to review the state of
the company at a high level. | like the below format for
the first slide to guide most of this conversation.

CEQ'’s State of the Union

Highlights

Opportunities

Lowlights

Threats
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Actuals Actual Plan Variance
Q3FY21 Q4FY21 Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q3FY22 %
Beginning ARR 20,000 23,200 27,056 31,699 37,286 44,005 43,500 1%
(+) New logo 3,000 3,600 4,320 5,184 6,221 8,087 10,000 -19%
(+) Expansion 600 720 864 1,037 1,244 1,493 1,200 24%
(=) Churn (400) (464) (547) (634) (746) (895) (1,000) 1%
Ending ARR 23,200 27,056 31,699 37,286 44,005 52,690 53,700 2%
growth % (y/y) 100% 85% 75% 90% 95% 78%
e

Beginning cash 40,000 35,500 30,100 23,620 15,844 6,513 29,000 -78%
(-) Cash burn (4,500) (5,400) (6,480) (7.776) (9,331) (12,131) (3,000) 304%
Ending cash 35,500 30,100 23,620 15,844 6,513 (5,618) 26,000 -122%

Other areas that the CEO update can cover include:
- Company’s top priorities for the quarter/year

- Strategic learnings from the past quarter

« Any changes to product or GTM strategy

After these high-level updates, the CEO (or could be
the CFO) should present some of the north-star data/
metrics to set the context for the meeting. For startups,
the two most important topics are usually 1.) annual
recurring revenue (“ARR”) and 2.) cash runway.

The CEO should cover high-level topics and other
strategic topics, but the department-specific details
are usually better left for the department leaders.

Go-to-Market Update

Given the importance of sales growth for VC-backed
software companies, a GTM update should be in every
single board meeting. The focus of the GTM update will
shift during different stages of the business though.

During the early phases of a company, new logo
growth is king. But as the company builds a significant
customer base, then customer success (gross and net
retention) becomes increasingly important. Similarly,
if the company has faced pipeline problems, then
marketing might be a major focus.
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Some items that should be considered in this update:

- Previous quarter summary: Significant deals closed,
why the company beat/missed plan, win/loss analysis,
churn summary, etc. Remember to provide context!

- Current quarter outlook: Current forecast vs. plan,
pipeline coverage, new channels, significant deals
in the pipeline, customer churn risk, etc.

- General outlook: There are a lot of potentially
interesting analyses that can be done to provide
insight into how GTM is performing, the trend, and
what it means for the future. Figure out what is most
meaningful to your company and don'’t be afraid to
ask the board what they want to see.

Finance

Every board update should include a financial review.
The focus and amount of time spent on financial review
will change at different stages of the company.

- Early Stage: Revenue growth is everything with
an eye on cash runway.

- Mid-Stage: Revenue growth and efficiency.

. Late-Stage: Revenue growth, getting to profitability,
and GAAP financials.
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The importance of revenue growth and related metrics
never goes away for VC-backed companies because it
is required for venture math to work. But as you grow,
GAAP financials increase in importance.

Below is my preferred way to show the ARR waterfall
as it gives board members the necessary context and
detail to know how things are going.

Board members are not afraid of a table of numbers so
stop giving them pretty pictures and charts that have a
lot less valuable information.

Other Executive Leader Updates

The executive team should get exposure to the board.
The board likes to hear directly from the department
leaders because they are the ones running their functions

However, if you let every executive present at every
board meeting, then it will quickly turn into a five-hour,
unproductive meeting. Not every area needs to be
covered live at every meeting.

Decide what items are critical to discuss with the board
at each meeting, but make sure you allow each leader
to occasionally present.

Stop giving your board pretty pictures
and charts. And just give them a table
of key numbers for the last 8 quarters.
Much more useful.

and are better equipped to engage in discussions.

ARR Waterfall QIFY23 Q2FY23 Q3FY23
Beginning ARR 28,646,003 29,823,995 31,282,875
(+) New business 3,494,025 4,032,250 4,572,500
(+) New logo 3,000,000 3,500,000 4,000,000
(+) Upsell 164,025 182,250 202,500
(+) Cross-sell 80,000 90,000 100,000
(+) Price increase 200,000 200,000 200,000
() %bsyafﬁs‘{“ocrfjse 50,000 60,000 70,000
(-) Churn 2,316,033  -2,573,370  -2,859,300
(-) Logo churn 1,640,250 1,822,500  -2,025,000
(-) Downgrade 656100  -729,000  -810,000
) L(Jg‘;fﬁs‘foe;if)se 19,683 21,870 24,300
Ending ARR 29,823,995 31,282,875 32,996,075

Q4FY23 QIFY24 Q2FY24 Q3FY24 Q4FY24
32,996,075 34,924,075 39,344,075 41,796,575 45,544,950
5105,000 7,950,000 6,227,500 7,630,625 9,119,980
4,500,000 5000,000 5500000 6,050,000 6,655,000
225,000 250,000 287,500 330,625 2,000,000
100,000 100,000 120,000 900,000 172,800
200,000 2,500,000 200,000 206,000 212,180
80,000 100,000 120,000 144,000 80,000
-3177,000 -3,530,000 -3775,000 -3,882,250  -4,137,818
2,250,000 -2,500,000 -2,575000  -2,652,250  -2,731,818
-900,000  -1000,000  -1100,000  -1210,000  -1331,000
27,000 30,000  -100,000 20,000 -75,000
34,924,075 39,344,075 41,796,575 45,544,950 50,527,113

YoY ARR Growth Rates

(+) New business 47% 51% 55%
(+) New logo 40% 44% 48%
(+) Upsell 2% 2% 3%
(+) Cross-sell 1% 1% 1%
(+) Price increase 3% 3% 3%
(+) Usage increase

(by customer) 17
(=) Churn -31%
-22%

-9%

(=) Logo churn
(=) Downgrade

(=) Usage decrease
(by customer)

Ending ARR growth % (y/y)

0%

16%
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1%

-33%
-24%
-9%

0%

17%

1%
-36%
-25%
-10%

0%

20%

60%
52%
3%
1%
3%
1%
-38%
-27%
-N%

0%

22%

73%
57%
3%
1%
10%
1%
-41%
-29%
-12%

0%

32%

76%
61%
3%
1%
10%
1%
-43%
-30%
-12%
1%

34%

82%
64%
3%
4%
9%
1%
-44%
-30%
-13%
1%

38%

89%
66%
8%
4%
9%
1%
-44%
-30%
-13%
1%

45%
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Closed Session

This is where everyone except the CEO and board
members are kicked out of the room so they can
discuss more confidential items. The CFO may stick
around for part of the closed session if equity or
finance matters are being discussed.

What is discussed in this secretive meeting?

Mostly boring stuff, but here are a few items that are
routinely discussed in the closed session meeting:

« Approval of 409A valuation reports and employee
equity grants.

- Review and feedback on executive team performance.

- Sensitive topics such as potential layoffs, bonus plan
approvals, M&A, executive staff changes, etc.

5. After the Board Meeting
- Board dinner: There are differing views on whether
this should be before or after the board meeting.

T \
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| don't think the timing matters all that much, but it
seems more relaxed and open when done after the
board meeting.

Feedback request: Ask the board occasionally what
went well and what could have gone better. Board
members are in lots of board meetings, so they likely
have some feedback on things other companies are
presenting/discussing that they want to see.

Follow-up items: Summarize the action items from
the board meeting so the management team can
review and take appropriate action. As appropriate,
send the summary and responses to the board as well.

- Working group sessions: Your board members want

to help you, but some topics/discussions are best done
outside of the full board meeting with a smaller group.
Board members come from various backgrounds—
operations, finance, previous founder, etc. Understand
their expertise and create working groups with them

to discuss strategic topics.
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CHAPTER 2

Other Thoughts

- Context is critical: A board slide with only the most
recent quarter’s numbers is not very helpful. Board
members don’'t remember the company plan, the
historical numbers, or the details of your previous

company objectives. They work with a lot of companies.

- Control the conversation: Don't let a board member
(and especially a board observer) derail a board
meeting. Make sure to control the meeting and have
the discussions you think are the most important.
You can always sync with board members outside
of the meeting.

- No surprises: This is why investor updates, pre-read
materials, and pre-meetings are so important. Do
not surprise board members in the meetings with
a controversial topic.
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- More discussion, less review: Like my first board

meeting story, board meetings are frequently too
focused on reviewing the past and not on the future.
The reason | like detailed pre-reads is so the board
meeting can be more focused on strategic topics and
getting advice from your board members. | bet almost
all companies would benefit by adding more discussion
time vs. review time in their board meetings.

Length of the meeting: For most private companies,
the answer is likely 1.5-2.5 hours. As complexity
increases with agenda items such as M&A, fundraising,
managing a tight cash runway, etc., the meeting might
be on the longer side. Once you are public, board
meetings always take longer because there is a lot
more complexity and administrative matters.
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Final Thoughts

Make your VCs and the board meetings a value add.
Don't view them as a checklist item to just simply
complete every quarter. If you manage your board
correctly, then there will be real value created.

And if you truly think your board is completely useless
(they are good for the money and nothing else), you
should still do the things outlined earlier. Why? Because
your board members will at least trust you so when
you need more money, they are more willing to write
another check and refer other VCs.

Grab more finance reporting templates here.
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