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Recurring monthly revenue, the key to the subscription 
economy and evolution of the modern business model.
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A SHIFT CURRENTLY OCCURRING
IN CONSUMER MINDSETS

Evolution of consumer’s expectations and buying behaviour

When was the last time you bought a music album, movie or even paid for a cel-

lular phone upfront? Companies like Netflix, Spotify and various cellular providers 

have changed the way we as consumers buy.

In less than a generation; we’ve moved from an “ownership” mentality to an “ac-

cess” driven world. The exponential rate at which technology has developed has 

disrupted nearly every industry, caught many established businesses by complete 

surprise and has paved the way for business models such as “HaaS” (Hardware as 

a Service) and “SaaS” (Software as a Service).

 

Technology is also forcing investors to reassess how they review investment op-

portunities and risk. That combined with shifting consumer attitudes has made 

businesses based on a Recurring Monthly Revenue Model especially attractive to 

Private Equity Firms, Venture Capitalists, Family Offices, Advisors and Retail Inves-

tors alike seeking steady distributions and growth potential.

OWNERSHIP ACCESS



potential subscribers are 
on mobile, social and web. 
The market is ripe for the 

business models first made 
popular by companies such 

as BirchBox and Dollar 
Shave Club. [1]

of customers are 
demanding new 

consumption models 
including subscribing, 
sharing, and leasing. [2] 

80%

6.8 BILLION

[1] https://www.lexology.com/library/detail.aspx?g=a5b97f02-1c6f-4967-a246-0c2945d5f9c6 

[2] https://blog.chartmogul.com/subscription-conquered-our-world/



THE RISE OF THE SUBSCRIPTION 
ECONOMY

A timeline of market evolution since the 1970s

Product Centric
Focus on product offering to consumer. Mainly 

transactional, one off purchases.

Customer Centric
Shift in providing superior services to the cus-

tomer rather than a product offering.

Relationship Centric
Ultimate focus in creating a long term relation-

ship with customers and increasing Lifetime 

Value (LTV).

1970
1980

2000
TO

D
AY

Product & Services
Product still primary focal point, however ancil-

lary services offered with sale.



was spent on subscriptions in the US in 2015, up 
from $215B in 2000. [1]

$420 BILLION

[1] https://www.zuora.com/vision/subscription-economy/



SUBSCRIPTION BASED BUSINESSES 
EXPANSION AND DEVELOPMENT

New and evolving subscription based business models

New businesses and old are growing, leveraging the modern subscription mod-

el. A number of new companies have built their success on the back of different 

subscription models whereas others have shifted focus from long term engrained 

success in a transactional model to the access model.

Companies like Dollar Shave Club and Spotify have grown to valuations exceed-

ing the billion dollar unicorn mark. Others like Microsoft and Adobe have altered 

their business models to provide access to software solutions, drastically increas-

ing recurring monthly revenue (RMR) as well as share prices.



THE GROWTH DIFFERENCE IN 
BUSINESS MODELS

Transactional businesses compared against subscription models

There is a fundamental difference in transactional business compared to recurring 

monthly revenue businesses that generate more consistent revenue and higher 

valuations.

Increase Unit Sales
Invest in marketing or other 

means to increase volume 

sales.

Decrease Cost per Unit
Improve operational efficien-

cy or material costs to de-

crease costs.

Raise Prices
Increase revenue and growth 

through simply increasing 

prices.

Increase Customer Base
Improve marketing efforts or 

invest more in acquiring new 

customers or subscribers.

Reduce Churn Rate
Create a better customer 

experience or generate more 

value to keep customers 

longer.

Grow Value per Customer
Implement practices that en-

courage cross or up selling 

to current customer base.

Transactional Growth Subscription Growth



As a customer base 
grows, churn rates 
decrease, and 
value per customer 
increases, so does 
your Recurring 
Monthly Revenue.



WHAT IS RECURRING MONTHLY 
REVENUE (RMR)?

A description of Recurring Monthly Revenue and the benefits

RMR is income that a business generates every month either by contract or sub-

scription - a predictable revenue once a customer has been generated. It is a way 

to average your various forms of income into one consistent number that you can 

track over time.

Simplifying revenue to this metric eases operational decision making for a busi-

ness owner as evaluating different opportunities and expenses can be boiled 

down into number of customers they believe they will generate.

How to Calculate Recurring Monthly Revenue
The calculation for RMR can vary between different models. The key differentiator 

being whether your organization operates using a term (ie. signing a customer for 

a set amount of time), or a monthly subscription that can be cancelled at any time.

With a term subscription, the Annual Recurring Revenue (ARR) is normalized to a 

monthly value. In general terms, RMR is typically calculated by taking the total of 

all recurring charges, deducting all one off charges and fees to arrive at ARR, and 

dividing by the 12 months in the year.

Calculating RMR for a monthly subscription. With a monthly subscription, your 

subscribers are actually billed on a monthly basis. So you can just pull actual 

monthly subscription fees to arrive at RMR.

CHURN RATEINCREASED REVENUE PER 
CUSTOMERNEW CUSTOMERS + -



THE VARIATIONS OF DIFFERENT 
RMR BUSINESS MODELS

Deciphering the different approaches to subscription models

Software as a Service (SaaS)  
A software licensing and service delivery model in which software is licensed on a 

subscription basis, normally monthly or annually. SaaS has become a common de-

livery model for many applications, including office software, messaging software, 

payroll processing software, or project management software.

Hardware as a Service (HaaS)
In a HaaS model, hardware that belongs to a service provider is installed at a 

customer’s site and an agreement is developed that establishes roles and respon-

sibilities of the parties. Generally this is a monthly leasing contract with an added 

premium for ongoing service and maintenance.

Unlimited Content Access
Also known as the ‘All You Can Eat’ business model, subscribers are given access 

to a large database of content and permitted unlimited access while subscribed to 

an offering. This model has become rampant in the media space, both television 

and music based on a number of contributing factors, but exploding with growth.



THE VARIATIONS OF DIFFERENT 
RMR BUSINESS MODELS

Deciphering the different approaches to subscription models

Exclusivity / VIP Models
Creating a mindset of exclusivity, or membership, that permits users to access 

important upgrades in service offerings or products. The sense of prestige and 

improved customer service generally is the pull or key to success with this model, 

which also requires a dedicated group of followers or customer base.

Pay as you Go
This model takes advantage of simplifying a service or product offering. A mem-

bership is delivered to customers who are then granted access based on paying 

either by use or amount of time. It automates the sales process in a sense to make 

consumption and gathering income easier for both the customer and company.

Consumable Subscriptions
The consumable subscription creates a relationship between buyer and seller that 

automatically replenishes stock of a product. One approach being practical re-

placement of goods that run out after a set amount of time, the other a surprise 

where consumers are not aware of what they will receive.



WHY THE HYPE SURROUNDING THE 
SUBSCRIPTION MODEL?

Benefits are garnered by both businesses and customers

One of the fundamental reasons the RMR model has exploded across the global 

community is the benefit both to customers and businesses. In general, there is an 

exchange of value in business, however, the subscription model provides another 

layer of satisfaction in creating a relationship between the two parties.

• Increased Lifetime Value of customers

• Decreased marketing spend to acquire

• Increased focus on retention and experience (cost effective)

• Return on marketing dollars increases

• Spread R&D & product improvement costs across client base

• Financial forecasting service

Subscription models make a business a lot more valuable and a less stressful to run.

Benefit to Businesses

• Incremental and steady product improvement

• Convenience and access at all times

• Relationship driven focus and superior customer service

• Variety in product offerings and perceived value

• Decrease in planned obsolescence

• Low upfront costs and predictable payment plans

Focus on the customer relationship creates a better experience.

Benefit to Customers



 GROWTH IN RMR

CHURN RATE

INCREASED REVENUE PER 
CUSTOMER

NEW CUSTOMERS

+

-



VALUATION MODELS FOR 
DIFFERENT BUSINESSES

Valuations for traditional business versus subscription models

A recurring monthly revenue creates opportunity for much higher valuations based 

on predictability of future revenue and growth. Multipliers in this industry are sig-

nificantly higher and increasing.

* The multiple is usually based on comparable actual sales transactions which have occurred recently in the company’s industry, though often the de-
rived multiples of publicly traded companies in the industry are used in addition to or in lieu of actual transactions. 
[1] https://cicbv.ca/wp-content/uploads/2015/07/CBV_Article_Business_Valuation101.pdf

Traditional Model Subscription Model

“When you have a recurring revenue business model, you rarely miss your 
monthly or quarterly numbers by more than 10-20%. Your forecasting pro-
cess is much more accurate. At the beginning of the quarter, you start with 
a base to grow from rather than begin at zero.”

~Venture Capitalist Jeff Bussgang
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Valuation Multiplier 4x - 7x (Average) [1]



New Subscription 
Economy Index 
Shows Subscription 
Businesses Growing 
9X Faster Than S&P 
500 Ones.

[1] https://www.forbes.com/sites/amyfeldman/2016/11/15/new-subscription-economy-index-shows-subscription-businesses-growing-9x-faster-than-sp-500-ones/#7489e7e06e78

[1]



COMPANY VALUATIONS AND EXITS 
IN THE RMR ARENA

The sale of high value recurring monthly revenue companies

Over the very recent past, there have been a number of monumental acquisitions 

and mergers of subscription businesses. A few of them breaking the ‘unicorn’ exit 

level as described in the Venture Capital space.

Blackstone to Buy Vivint in $2 Billion Deal [1]

“Blackstone Group L.P. has agreed to acquire Vivint Inc., a provider of securi-

ty, home automation and technology services, in a deal totaling just north of $2 

billion, including debt, beating out private-equity rivals such as Ares Management 

and GTCR, according to company Chief Executive Todd Pedersen.”

Dollar Shave Club Sells to Unilever 
for $1 Billion [2]

“A little more than six months afterward, Dollar Shave Club — which was built on 

the idea of, well, inexpensive razors — has sold itself to Unilever for a rich price.

The all-cash sale of about $1 billion is a high point for digital commerce start-ups 

like Dollar Shave Club.”

ADT in $6.9 Billion Deal to Sell Itself to 
Apollo Buyout Firm [3]

“The ADT Corporation, which provides home and business security systems for 

6.5 million customers, is being acquired by the private equity firm Apollo Global 

Management for $6.9 billion in the largest leveraged buyout so far this year.”

[1] https://www.wsj.com/articles/SB10000872396390443816804578004762456374942
[2] https://www.nytimes.com/2016/07/20/business/dealbook/unilever-dollar-shave-club.html
[3] https://www.nytimes.com/2016/02/17/business/apollo-global-management-to-buy-adt-for-6-9-billion.html



“A SMALL ACQUISITION THAT 
SERVES BIG PURPOSES”

Bell Canada’s acquistion of AlarmForce and deal implications

An article that piqued interest in recent days: Why BCE’s small deal to buy Alarm-

Force is part of a bigger strategy to ‘own the home’. [1]

$166-million deal to buy AlarmForce Indus-
tries Inc., the second largest home security 
company in Canada.

Companies that hold Recurring Monthly Revenue contracts in the security industry 

have proven to sell on average between 36X to 48X of their monthly RMR [2].

• This is approximately 3 – 4 annual gross revenue

• EBIDTA multiples are typically not applied as the vast majority of revenue 

considered (in the chart linked below) is recurring and contracted; com-

bined with a high gross margin this creates a very attractive investment 

opportunity/acquisition.

A rough (quick and dirty) calculation for the deal above, we see the evidence.

102,000 subscribers paying an average of $35/month

102K X $35 = 3.57 MM / Month

3.57 MM / 166 MM

[1] http://business.financialpost.com/g00/telecom/why-bces-small-deal-to-buy-alarmforce-is-part-of-its-bigger-strategy-to-own-the-home?i10c.encReferrer=&i10c.ua=1
[2] https://www.sdmmag.com/articles/92122-barnes-discusses-alarm-company-valuations-at-conference/

46.5X OR 3.875X Gross 
Annual Revenue



WHERE IS THE OPPORTUNITY 
FOUND IN RMR?

Benefits to the recurring model for business owners & investors

The opportunity in the recurring monthly revenue space is broad and affects all 

members of the business community from entrepreneurs to investors. The monu-

mental shift in consumer mentality from ownership to access has opened coutless 

doors in the subscription space for stakeholders across the board.

• Opened avenues for recreating tradi-

tional businesses in the form of SaaS 

and HaaS based business models.

• RMR enhances the ability to:

• Calculate LTV (Customer Lifetime 

Value) 

• Create Regular Predictable Cash 

Flow

• Project Future Revenue

• Anticipated revenue that is visible to a 

potential acquirer increases the value 

of your business

• Technology is forcing investors to 

re-evaluate how they perceive risk and 

investment opportunity.

• Steady distributions and immense 

growth potential for all investors alike.

• Predictable revenue streams allow 

RMR businesses to invest aggressively 

in growth

• Recurring revenue models have much 

better future visibility

Entrepreneurs Investors



SMART HOME. SMART INVESTMENT.
A Recurring Monthly Revenue Business you can understand.

The Intelife Partnership was formed to acquire carry on business in the security 

and smart home automation (“SSHA”) industry in Canada. 

The security and smart home automation market is comprised of the sale of net-

worked devices and related services that provide security monitoring and regula-

tion of various functions in households.

Investment Mandate
• Acquire long term Recurring Monthly Revenue contracts at a discount.

• Create diversification within the portfolio by onboarding 1000s of new 

households per year.

• Provide investors with monthly tax advantaged distributions and long term 

growth potential.

Intelife Income Trust provides peace of mind and convenience for Smart Home & 

Business Security and Automation Solutions.

 

We create value for our stakeholders through the aggressive acquisition of bun-

dled smart home and business contracts that generate recurring monthly revenue 

and and establish life-long relationships with our customers.



CONTACT US FOR INFO
Reach out to us online to learn more about 
the RMR arena and how you can become 

part of this burgeoning opportunity.

www.intelifecapital.com
info@intelifecapital.com

1.866.466.7324
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