
Key Takeaways:

1. Engage Early and Often: Build relationships proactively with potential acquirers, even if no immediate acquisition interest is present.
2. Strategic Acquisitions: Acquiring smaller competitors can be used strategically to signal market dominance and seriousness about growth.
3. Manage Inbound Interest: Evaluate all acquisition interests diligently, even unexpected ones from less familiar sources, as they may lead to viable opportunities.
4. Negotiation Posture: Maintain a strong negotiating stance, portraying a lack of desperation to ensure more favorable acquisition terms.
5. Communication with the Board: Communicate strategically with the board about potential acquisitions at the right times to manage expectations and secure their support.
6. Executive Team Involvement: Involve the executive team in the acquisition process early, especially during intense due diligence stages.
7. Due Diligence Intensity: Prepare for an exhaustive due diligence process, more rigorous than typical venture capital evaluations.
8. Employee Dynamics Post-Acquisition: Manage employee expectations and morale carefully before and after acquisition to ensure smooth transitions and retention.
9. Retaining Key Talent: Consider retention packages and other incentives to retain essential personnel through the acquisition transition.
10. Learning from Experience: Reflect on the acquisition process to improve strategies and approaches for potential future acquisitions or other business negotiations.

Transcript:

00:09
Speaker 1
Hi, everyone. You're listening to the Venwise roundtable. I'm your host and facilitator of this roundtable, Maya Dolgan. And in today's episode, we'll be talking about acquisitions. This roundtable was led by Pau Sabria, CEO of remotely. In this roundtable, Pau touched on a few managing inbound requests, how and when to communicate with your board and your executive team, as well as how to get the message out to the rest of the company. The attendees at the roundtable particularly appreciated hearing the ins and outs of POW's experience. It was a very candid conversation and his reflections specifically on what he would have done a little differently, especially when it came to managing the expectations on the team. So you'll hear more about that in just a second. All right, let's get started. 

01:02
Speaker 2
Hi, everyone. So, yeah, my name is Paul Sabria. I'm originally from Barcelona, which makes me basically mandatory to have a hard stop in 56 minutes to watch the workout alongside with Paolo. Everything stops for us. And. No, but other than that, I live in Brooklyn. I'm the founder of Remotely Works, which is a software development marketplace for US companies to tap into talent in Latin America. And prior to that, I was the founder of Olapic, which was a marketing technology company that we started in 2010, roughly, and got acquired in 2016. And yeah, that's pretty much a summary about myself. Many of the questions that you guys have are questions that I had back in the day in the company. I'll just give a brief kind of timeline of events so that you understand more or less what happened. 

02:07
Speaker 2
But we started the company in 2016, raised 2010, raised a bunch, a few rounds of funding, got to summer 2015, where we raised our Series B. And were, in terms of size, we must have been at the beginning of 2016, we must have been in the vicinity of 10 million in ARR. We were assass B two B company. So traditional kind of. We had a software development team, an account management team, a sales team, tech support that works, just a traditional B two B SaaS company. And we had. We were getting approached by VC's to grow and at the same time got some inbound from strategics, decided to pursue these strategies. If you want, I can go into why we decided to do that. 

03:14
Speaker 2
And prior to going into those conversations, we actually acquired a company, one of our kind of satellite competitors of sorts. Like there was a small company that was going under and we decided to acquire it. And about a month after that, or two months after that, one of the strategics gave us kind of an Loi, and then went into the dance of bringing it to the board and then expanding to the executive team and then blah, blah until the acquisition actually happened in the summer of 2016, and it was completed successfully, and then went on to stay three years at the parent company that acquired us and then left. 

04:12
Speaker 2
And so I have, obviously, I can give you, I can relay the advice I was given at the time that I found useful, as well as some of my experience in many of the topics and discussions that you've asked. But I think it would be interesting to start in the chronological events like sequence of an acquisition of sorts and how to think about it. So I'll start by talking about how to deal with inbound and your interest. I think that there was a question that was submitted in the form, registration form, which was how to maximize your valuation and things like that. 

04:54
Speaker 2
I think that part of it, or what helped us in our case, we always kind of proactively established relationship with who we thought that could potentially acquire us, and that meant, as obviously, marketing technology, b two B SaaS, so Salesforce, Adobe, the kind of traditional players, and none of that ended up generating any kind of interest, but it's something that I did, and a lot of the conversations that some of those conversations, especially with smaller kind of suites, did bubble to the point of them asking us, if you go and raise money, let us know before you do, so that we may have a conversation about whether or not it makes sense to acquire you. That's as far as went with those types of conversations, but never beyond that. The company that ended up acquiring us emailed me. 

06:02
Speaker 2
I'd rather messaged me on LinkedIn, which was odd on its own, like, you know, I didn't know that people did this, so, and was, and the first time I received that message, I clicked on the company, and I looked at the company, didn't know what the company was, so I essentially discarded the message, so I didn't even reply. And then the guy emailed me again on LinkedIn, and I clicked the role, and he said something, introducing himself, saying, I lead acquisitions for blah blah blah. And I checked that he had been like three months at the company that he was talking about, so I felt that he didn't leave anything. So I ignored the message again. 

06:51
Speaker 2
And then the guy messaged me a third time, and, I don't know, maybe because I'm a spaniard, I said, I think I have to give this guy a try because he's like nice and insistent and persistent. So I jumped on a call, and his name is Pete, and we had a conversation, and he was very candid. He said, listen, there's been a leadership transition in the parent company. We are. The way that the company has been managed over the last decades is nothing similar to what we want to do now. And acquisitions is a big part of what we want to do now. Really interested. 

07:36
Speaker 2
We've talked to some of your competitors, and were hoping that we could talk to you about what you're building and so on and so forth, to which I said that I was not interested, that we had just raised the series B, and that we had, you know, plenty to do, and that now was not a good time to do those types of conversations. And so I always played it very like I was not interested. We were not interested. And they always had to insist a lot. And that was true throughout the entire process. So when we then acquired a small company, which one of the reasons why we did it, there were a few reasons, but one of the reasons why we did it was one of our investors had a very, very large exit. 

08:38
Speaker 2
It's a very successful CR entrepreneur in New York, and he had recommended that even for signaling purposes, oftentimes it can be helpful to acquire a small competitor, because it just like, you know, it's like you show your chest in the marketplace that you are really serious about your execution and that you want to. You're different than the rest of your competitors, and so on and so forth. And in this case, like, we paid essentially nothing. So it was more of a pr stunt more than anything else. But we did that. And they came back, and they came back and said, we saw that you acquired this company. We had been looking at it super interesting. Tell us more why you decided to do this. And so that kind of created even a little bit more of FOMo, if you will. 

09:25
Speaker 2
And then they pushed us to actually go and meet their executive team at their offices, which were in Boston. And we decided, we told them that we wouldn't go there unless we would get an offer, like some sort of range, tentative range, about what this could mean, because we didn't think, based on their acquisition history, that they could get even close to anything that would be something that we would entertain. And so they did that. If went and presented to the executive team, by the end of the meeting, if the meeting went well, that we would get, like, a number. And so we actually went and did that and got a number. The number was already pretty high. And then. 

10:14
Speaker 2
And then we decided that were going to say that was outrageously low, and you always have to be extremely disappointed at your first offer, whatever that may be. And then I put my best poker face to give to say that I needed something that was double. And then we ended up in somewhere in between. So obviously, I think that helped with the kind of taking it to a good, successful kind of ending and closing. But I think that the determining factor for either of those things, for my behavior, for them reacting well to my behavior and all of the collective behavior ending up in a good, successful acquisition, would rely mostly on the fact that the acquirer had really strong interest in acquiring us and that the vision of what they wanted kind of perfectly in their minds matched what were building. 

11:31
Speaker 2
So I think that was the first and foremost aspect that drove to a successful acquisition. Even throughout the process, we push back many times asking them to teach us why we should be, why we should kind of merge, and we asked them to build, essentially to build the justification that we had to give them to acquire us. And it wasn't a very good justification. And many, many times we told them that this was not going to work. And this kind of gives you kind of a, a prelude to the post integration and how to make it successful and so on and so forth. 

12:21
Speaker 2
But they were convinced and they were really eager to execute on this plan that they had already baked into their minds and they wanted to do so for kind of, in a sense, the company was, had a market cap of around 900 million, was publicly traded, and it acquired us for 130. So it was a big chunk in terms of a percentage of their market cap that they wanted to deploy on this and they really wanted to do it. And so for us dealing with inbound, I'm of the belief that you have to follow every single lead, and then be lucky in that the ones that usually work out are likely to be the ones that if you want to maximize the outcome of a success, you didn't jump into it like super eagerly. 

13:21
Speaker 2
So it's a kind of a fine art to kind of find how you deal with that. If I have a third son, I'm probably going to name him Pete in, because a lot of, obviously, what I'm able to afford now is thanks to Pete for existing. But, yeah, it wasn't very obvious. And to be clear, this is also true for any kind of fundraising that we did prior to that. So if I had to bet on what horse I thought that was going to lead our series a and our series b and our series c, not c, but the seed and so on and so forth. It was never the one that I thought it was. It was always the most unassuming. 

14:13
Speaker 2
The one that applied via the website that I kind of ignored, the one that I used aspiring partner to practice before I actually go and pitch the big leagues. Well, that ended up being the one that actually worked out for us. Saint Paulo, you have a question? 

14:29
Speaker 3
Yeah, Paul. 

14:30
Speaker 4
Were you thinking of selling at the time that people reached out to you, or you were actually thinking, so you weren't in a process with anybody else at that point? 

14:39
Speaker 2
Correct. So I had a few conversations with a few people that were like the ones that I mentioned before, people that said, if you will, go and raise more money. So I was entertaining those type of conversations. I don't know if any of you have seen the typical bar chart of how many tech ipos have been every quarter in the last few years. And obviously, now it's zero or close to zero. And the last time it was at the very, very low was Q 120 16. And at Q 120 16, I was talking, I was getting approached by top tier growth. 

15:18
Speaker 2
We sees, and we live through a very early days of the volatility that we are experiencing today, where basically one week we would get a VC, the same VC tell us that they wanted to lead a $30 million round in our company. The following week, they would say that, you know what? Within your trash, this is not worth our time. The following week, they would come back and say, you know what? Scratch that, we're going to do 50 million, right? So it became like this super volatile environment. And honestly, I turned around and I looked. We had, like, roughly 100 people employed, and every day checking the balance and the burn, and when we had cash, but it's like a straight line, and you have to hope that. And were pretty conservative in our management of cash and things like that. 

16:22
Speaker 2
But at the same time, I thought, we are still very reliant on VC's, and I don't want that for my team. And so when this company that was very profitable, very established, long, with a very long history of existing, arrives, I thought, this could be a great place to kind of park and. And grow from there. And so it was a collection of events that happened at the same time that was, oh, this feels like maybe it's the moment, right? And we decided to go for it. 

17:12
Speaker 1
Thomas, since I had. So I'm just checking in here, since you had mentioned that you're getting inbound interest. Do you have any follow ups or anything you want to share as you're listening to? 

17:23
Speaker 5
Yeah, I like how you played a bit hard to get. You said, I think that's kind of the essence of. 

17:34
Speaker 2
This. 

17:34
Speaker 5
Seems like we want to find a place for the company. So I'm kind of like balancing a bit, that one being hard to get, at the same time being kind of very welcoming. And yes, we take the opportunity and yes, we'd like to look into it. 

17:54
Speaker 2
I think the best way to think about it is, and I think that this is true, particularly now in this environment, is I think that you're going to see a lot of people interested in acquiring companies thinking that everyone is desperate to sell. Right, right. And so what you're going to see is that people are willing to sell at ten x ARR, but people are willing to buy at three x ar. Right. And so the question is, how do you weed out everyone that is just opportunistically emailing founders saying, are you willing to sell for three X Ar? And so I think that the best way to think about it is that kind of push back to position it as you're not serious or you're not going to pay a good multiple or things like that as a way of weeding those out. 

18:44
Speaker 2
And then if someone actually stays along, then maybe it makes sense. I think that part of that is first and foremost, and this is going to be a kind of a connecting topic across all of the other questions, is the, you have to have, or you have to try to validate early on, which is hard alignment on the vision, on the really understanding, why is it that they want to acquire you. Because if it's just something about adding revenue or like complementing a suite of product, like whatever it may be, that's a little bit more tricky. They can change their mind, they will be much more focused on your revenue trajectory going forward and going backwards and so on and so forth. Right. And so, Trying to figure out those things out, I think is going to be. It's going to be important. Yeah. 

19:45
Speaker 1
Yeah, I see another hand up. 

19:49
Speaker 2
Yeah, I, So. 

19:51
Speaker 5
So, pal, super interesting story. 

19:52
Speaker 3
Congratulations. 

19:53
Speaker 5
I. 

19:54
Speaker 3
Two questions. 

19:55
Speaker 5
I guess you mentioned an advisor. Was the advisor an investment banker? And then. 

20:00
Speaker 2
No, no, this was one of our investors who was another entrepreneur who suggested the kind of that they. That he himself had done that for his own company and he was of the view that acquiring a smaller player may give you a pr opportunity. Like, obviously this was 2016, so things have changed since then, but as a way of kind of signaling to the marketplace that you're going, you're shooting for the star, so to speak, that you're not going to stop. But again, it's one extra complaint there. We did use a banker later on during the deal. The reason why we did we use the banker was, again, very, because we had, I had, you know, the Nerd had successfully negotiated a pretty good deal and so there wasn't much more to do, right, from a banking perspective. 

21:10
Speaker 2
But we secured the banker anyway, because in the extremely volatile market in which sometimes a VC would come, our board, which was comprised mostly about VC's, had also this kind of extremely volatile way of thinking. And so their perception of what fair market value was equally swinging. And so as a way to honestly cover my butt, I decided to secure, to retain the services of a banker to do multiple comparable and get an opinion on the value. Is it fair market value or not? Should we take this or not? And then they said, yes, they did. And then I was covered legally for any kind of future repercussions of this. Right. They also added, sorry, did they go to market? 

22:06
Speaker 5
Like, did they try to get competitive bids or did they not go that far? 

22:10
Speaker 2
So it was funny. So they offered two kind of packages. So one package was, no, go to market, don't go anywhere. And they would only do like, you know, just looking at multiples and sample set of competitors and other past transactions and things like that. And another one, they did that. And they would do kind of pinging the market anyway just to check. Right. The thing is that part of my negotiation process with the acquirer was to accelerate the deal as much as possible. And so I use several techniques for that. One is I mentioned all the growth disease that were like, obviously I didn't say about all the. I was saying that they were extremely interested and that I needed, I was going to run out of cash, so I needed to start one process or the other. 

23:17
Speaker 2
And that I needed the process to move fast to get to a completion either way. So I could, you know, I had to look after the well being of the company. And so I use that. And then the other thing is that I also use that if they would push towards term sheet or an Loi quicker, faster to an offer that I would skip going to market and checking if someone else wanted to do it. That said, the banker did say that we could have like a handful of selected people that they have strong connections with or they could back channel check, not go, like, publicly, blah, blah, and we did do that, and very quickly, nothing came back and we moved on. Thanks. Obviously, all of this happened after we notified the board about our intention to do all of this. 

24:23
Speaker 2
And I think that in the grand scheme of things, there's like two doors that you have to cross. Once you decide that, okay, this is something that you want to do. So once you decide, yeah, let's pursue this, there's a moment in which you have to go to the board and say, I'm entertaining these types of discussions and there's a second moment, which is when things kind of continue to evolve, that you have to bring your executive team. For me, these were the critical moments of the company because I think that these are pretty one off, like one way doors. Like, it's not something that you can kind of walk backwards from. 

25:13
Speaker 2
Once you tell the board that you are entertaining an acquisition for $130 million, then if that doesn't pan out and you go and raise, it's going to be hard to raise above $130 million. And obviously all your pitch about how big this is going to get and so forth, it becomes a little bit more dubious. Right. So I do think that the relationship with the board changes, and it certainly did for myself, but, and this again goes back to the point about finding someone that is really interested because, you know, you want to really cross the door if you feel early in the game that this is someone that could potentially pull it off and that could trigger it. But mentioning it to the board was number one. 

26:11
Speaker 2
And then once the due diligence started for the deal, which, the due diligence for the deal was significantly harsher and deeper than any due diligence that I've done with a VC. And I raised all my rounds in 2013 or prior, which means that VC's were doing due diligence back then. So this was significantly multi day. All execs, they rented like a room in a hotel close to our office, and we would spend the days there with all our execs and they would grill them one by one and so on and so forth. Obviously, you want to have the exec team at that point in time. So they have to be aware because they're going to be part of those conversations. 

27:01
Speaker 2
And that is also like a before and after in the relationship with your exec team, in the relationship in how they're going to behave. They're going to change how they behave significantly. They're going to start looking for themselves. They're going to drop the ball with their day to day operations, and obviously you want to make that window as short as possible and again goes back to having an alignment with the vision, with the acquirer, because as the numbers will suffer because of all this distraction, it is important that the company is not focused on just like adding revenue because if they see the numbers of revenue, like flutter, is not going to be great. Whereas if they are focused on a vision, they may ignore the little fluttering of revenue that may happen around that time. 

28:17
Speaker 2
But certainly both doors really challenging to decide when you want to do it. You will have way more information, obviously, for the second one because once you are in due diligence, then obviously the company is still strongly interested in acquiring your company, whereas the first one is a little bit more tricky to assess. Is this the right time to tell the board that this is happening? So you have to have a good justification for either. The last piece, the last door is the, when you tell the broad employees, in our case is when we announced the acquisition. That's when we told most of our employees. And so it was when we announced the acquisition before closing the acquisition, which I think that for us was, I think we had to close within 45 days and we closed at 30. 

29:17
Speaker 2
So were one month between announcing the acquisition and actually closing the acquisition, where again, dealing with employees, which I can talk about later. 

29:30
Speaker 1
Yeah, let's pause for a second because I saw Thomas had a question about that first piece before you go on. 

29:35
Speaker 5
Yeah. Just how have you dealt with if there's a acquisition and some rules, especially in the leadership, might be redundant. Right. Might not need a CFO, might not need a chief product officer. At the same time, you kind of need those people as part, at least in my view, in the process, that we are now need those as part of the sales process. But they have shared this with me like, yeah, Thomas, I'm not sure if I'm going to make it after the acquisition. 

30:07
Speaker 2
Yeah, I think those are fair, right? Like, I had a CFO that I hired just before all of this happened. And then when it started happening, he knew that he was not going to survive long. So for those specific ones, I actually, because that was brought in too late. And like, it was very much into the very end of, I didn't give him like a very good, like a on market equity package to that CFO, but I did compensate him with, if this acquisition happens and is successful, you're going to get paid this much. And if he. So, so we aligned for that and he knew that it wasn't going to be. But I think that the other piece that we used oftentimes is it's always extremely good for the curriculum to have to be on a leadership position when an acquisition happened. 

31:06
Speaker 2
And in fact, the CFO has gone on to do like three more acquisitions after hours. And it's almost like this. And all spaniard entrepreneurs, weirdly enough. And so it's been. I think that there is a part that needs. It's a conversation that is going to be on everyone's mind, and it's something that you need to also talk very closely with during the due diligence process. As the plans for the post merger integrations start to get defined, to understand what those mean. It will also impact your retention plan because you're going to have some retention plan, hopefully, that you can use to re motivate people that stay on to get, you know, to stay longer. And how you split that pie is also going to be very, very challenging. I think that's where I made the most mistakes on trying to save everyone. It's. 

32:12
Speaker 2
It's impossible like this. You know, you have a limited resource, which is how much stock you're going to give to everyone else that stays and you cannot properly compensate everyone. And so you will have to pick. And my mistake there was that I overcompensated the leadership team relative to the really strong individuals. And in the end, who stayed where the individual contributors and who left were the execs. And all of the unvested shares that I had given the execs went back to the parent company and I could have used those that allocation better if I had incentivized better the mid management and the individual contributors. That was probably my biggest mistake, is overthinking that having my SVP of sales motivated was important. That was the first one to jump ship. The second was the CMO. 

33:21
Speaker 2
Or like, you know, you go down the list and had many, many conversations that were very noisy and exhausting, honestly, because all of those conversations happened, each one of them starts to negotiate their own package during due diligence because they know that's when they have the most leverage and it's really hard to break that pressure and try to get away from it. I should have listened more to my co founder and CTO, who is much more cold blooded kind of. Now the gym. 

34:05
Speaker 1
Andrew, I'm curious about your comment here in the chat. Are you able to take yourself off mute and share? 

34:12
Speaker 2
Are you good in the chat for now? 

34:16
Speaker 3
Yeah, I'm good. I'm good. No, I mean, I just had, like, as soon as people got a whiff, like, everybody came out of the woodwork. It was super fascinating to me of, like, former employees, current employees, and, you know, there's points in the process where you have to tell certain people, and they're like, oh, you know, this thing I did for you that I never got paid for, like I did on the weekend, like, I should get something for that. And it was just like. It was insane. Like, it was totally insane. Like, people got a whiff and they thought there was a big pot of gold there, and everybody had their hand out, and they all think they had maximum leverage. So, yeah, I can kind of confirm what Paul was saying. We were small. 

34:56
Speaker 3
We were, like, four or five people at the time, so it wasn't a huge. I didn't have a hierarchy and all that, but I would imagine that the execs would behave the same way. It's interesting what you said about the options going back to the company or the shares going back to the company versus who's taking the dilution in that case. Certainly something to think about in terms of structuring. If there's a way you create the employee pool so that the other employees get strengthened if people leave, versus returning back to the company. That's a really good data point. 

35:27
Speaker 2
Yeah. Yeah. Certainly something that I. That I tried to negotiate, so I tried to have it. That was an allocation that I could reallocate if it would come back prior to going to the company, and I couldn't get it. There was also the. The part probably all of this, kind of what you just mentioned is probably the single biggest source of PTSD that I have, because it's when I saw the worst in humanity that I've seen in my life. And to the point that I think that my wife told me, I think it was like, five days before closing the acquisition, that based on how she looked at me and how she was seeing me, my body language and everything, that I shouldn't do, this acquisition that I shouldn't sell, that didn't seem like this was making me happy at all. 

36:32
Speaker 2
To the point, also, that when we closed the acquisition, I swore to everyone that I would never start a company again and that I was done. This was horrible. So it was a very traumatic event to some degree with the employees. The source of the issue, I think, was slightly different. We had between the closing, when they know that this has happened, and, you know, a broad amount. Right. You know, 130 million. And when it actually closed, all that closing is when you get all the shareholder consent and they're finalizing the numbers and the details and the nuances and the crossing every single kind of clause of the purchase agreement and calculating effectively what will be the share price that they will pay. 

37:29
Speaker 2
And that share price is like changing every day up and down based on working capital estimates and like things and escrows and whatnot. And, and so we couldn't tell people what we would pay per share because we didn't know. And we didn't want to get into an issue of saying, we think we're going to pay you this, but then be something else. And so we couldn't tell people. And that was the number one question that people came is like, what are my options worth? And we couldn't tell people. And so, and I was very afraid of giving ranges. And it was relatively, it was difficult because most people at that point, they just thought that their ownership, percentage ownership was really high. 

38:27
Speaker 2
So there is a level of illiteracy of base employees in terms of how options work, what the cap table is, how it is structured, how deals are structured, to the point that we had senior people within the company that thought that they were going to be multimillionaires. They weren't. And so I had people that had been very early employees, young people, like, I'm talking about 20, like under 30 years old, that were going to make more money than I had ever seen in my life. Right. And be disappointed, extremely disappointed. People that I consider to be friends be, you know, essentially saying that I had scammed them. 

39:24
Speaker 2
And so it is, that was another aspect that, another aspect that I learned is how, if you ever manage this again, how do you go about communicating as transparently as possible with the employee base about where they're stock option package is worth or what it could be worth, or how do you track that along the way with capital raises and things like that? It's tricky, though. Powell and I'll. 

40:01
Speaker 1
And Andrew, maybe you have answer to this as well. Do you have any lessons learned from that, things that you would recommend to people like Jen and Kristen who this was their question coming in at the beginning of the session was, how do you communicate these kinds of things? 

40:17
Speaker 3
Having only gone through it once and kind of had the same experience as Powell, I'm not sure what I would do differently. I mean, I think just knowing that it's going to happen is helpful because you can prepare for those conversations in a slightly different way. And, yeah, the fact of the matter is people are going to be overjoyed and disappointed. And there's probably no correlation between how much they make, whether they're overjoyed or disappointed probably has more to speak about that person than anything else. 

40:51
Speaker 5
Yeah. 

40:52
Speaker 3
I don't know, Paul. If you had any things you would do differently? I mean, I just think, no, it's hard because you can't be. You can increase transparency. To his point, you can't always increase transparency for legal and expectation setting reasons. So it actually makes it a challenge, and you just kind of got to navigate through it. I feel like. 

41:13
Speaker 2
I used to do a one on what equity means for our employees, and not as part of the transaction, but on a recurring basis. I would do the sessions of the people because I felt like people didn't understand what options were and why. And it was interesting because as part of that training, I, you know, even though my legal team told me I should never suggest that they should exercise their options for tax reasons, I went as far as I could to actually say that without, like, you know, in a kind of a funny way, I would say, you know, and this is the reason why you have capital gains and then you have income taxes, and then you have these two options. 

42:01
Speaker 2
And if you execute, then you hold for a year, you'll be able to tap into one, and if not, you won't be able to tap into the other. So, you know, go and talk to your tax advisor. But, you know, if you think that this is going well, you should, well, wink, wink blanks there and then do your thing. And I think we got out of 100 employees, we got three people to execute their options, and then I got two dozen employees after the fact, come back and said, oh, this is what you meant. I'm so stupid. And I'm like, well, there you go. Right. Paulo, you have a question? 

42:47
Speaker 4
Yeah, I mean, a related point. Did you talk about valuations during your one ones? And the reason I ask is that I've seen it both on the software side and services side. And if you give people guidance as to what the company generally is worth, because everybody thinks every company they're in is worth ten, $10 billion, and as a result, they're going to have $20 million post tax when it goes public, and everybody's going to be Mark Zuckerberg. Right. So did you talk about valuations or connection between sales and multiples? 

43:25
Speaker 2
Yes, we did. And throughout, were very transparent about the pitches that we would do on ivory fundraisers, the successful and dilution of them and so on and so forth. I think the question is, do you share their percentage of ownership or not? I mean, you have to really boil it down for them to the, this is how much. And we never did that, and we never did that. And in hindsight, I think the problem with equity grants is that it's an FTAB system in the sense that I think that if I could build the perfect equity system, I would go to the day of the acquisition, and then I would look back and I would grant to whoever helped me. But that's not how it works, because people don't come and join your company if you tell them that's how it's going to be. 

44:25
Speaker 2
And so I think I know of entrepreneurs that have been, you know, that have their spreadsheet where everyone can go and look at their potential value and so on and so forth. I generally think that what I should have done differently is on the day of the acquisition was announced, I should have given everyone, this is more or less what you're going to be getting. And it could go up and down depending on how it closes, but this is going to be it. Instead of let it linger and let people fill their heads with dreams and blah, blah, that's what I would have done differently. I think that ahead of that is very risky because. Because it could change behaviors in different ways, unexpected ways. People may think that, oh, I have all this stock, and I don't have to do much more anymore. 

45:24
Speaker 2
And, like, I don't know. No, it can be a double edged sword. 

45:30
Speaker 1
Let's get Jen's question. I'm keeping my eye on the time. I say we have about five minutes left, so let's take this as the last question. Then we'll start to wrap up. 

45:36
Speaker 2
And Paolo and I are leaving. 

45:38
Speaker 1
Yes, there's a soccer game. 

45:40
Speaker 2
Stop being very attentive to this conversation. 

45:44
Speaker 4
I'm already missing the answer. So. 

45:46
Speaker 1
And there's a question from Kristin in the chat as well. But let's get Jen's first. That's, yeah, appreciate the context, pal. And this might not be answerable, but any sense for whether, like, the employee dynamics would be different in this market versus when you sold your company? Because we're in the thick of it now to get a sense whether it'd. 

46:05
Speaker 2
Be different in this market, I think. I don't know. And the reason why I don't know is that 2016, things have not bubbled up that much. Right. And so I don't know if at 2016, you were here and you just come from here and you're strapped here and your relative terms are above or below what were in 2016. I think that had this had happened in January 2022, I would say, oh, my God, you're in for some interesting conversations with your employees. Had it been now? Yeah, I think that people have maybe had their expectations a little bit trimmed, but I think that at the same time, in my experience, employees don't read Twitter and Techcrunch as much as we do or listen to podcasts as much as we do about this type of stuff. 

47:15
Speaker 2
And so I think it lags significantly what we think is going on in their heads for the good and for the bad. As things bubble up, it may take a little bit longer, too. Yeah, I think that on the existing. So we shared everything that any shareholder had to have. So if you had executed options and you had shares, then we shared everything that we had to legally share with any shareholders. Right. Then we had to get their shared holder consent, and we knew that those would get leaked into other people. So we had former employees that got the deals, and then they shared those with other employees that had not executed the options. So the long story short is we didn't broadly share it fully, 100%, transparently, with everyone, but we knew that they were going to get it. 

48:15
Speaker 2
We also had to disclose certain levels of compensation of the different execs. So that was another thing. Because the company was publicly traded, they had to disclose the different retention packages for the different execs. And that was another interesting conversation with the sales reps. Like, why is the SVP sales getting this, and I'm getting a 10th or a 20th of what he's getting? So those were all fun conversations to have. Our acquirer had a relatively beefed up HR team, and so that was very helpful to kind of navigate all of these things and systematically have all these conversations with each one of those employees. I remember we had this, like, clock, and you had, like, a ten minute allocation per employee, and we would, like, go one after the other, like, with the package, with the amount with it. 

49:19
Speaker 2
And it was like, there was a couple of days that were, like, horrible of, like, one after the other. I think my biggest, by far, my biggest miss in terms of the entire process was, if I had to guess, I got so wrong, how many people would be still around and everything. Three months after the acquisition, I got it so, so wrong. And I had this kind of view of how things would. How all the marbles would end and where they would, and nowhere close, but I thought it was going to happen. And I have no idea how can you predict that in a better way? As I said, I think at the time were around 100 people. Maybe with smaller teams is easier, probably it's easier. But we did share those. 

50:21
Speaker 2
And I did fight very hard to save certain people, in certain situations. I also pulled the court on others. Funnily enough, some of those that I pulled the court, like, I went to a conversation with a VP of product and said, listen, do it. You're going to go back to, you know, go live in Silicon Valley. You're going to do something else, like, you're not going to stay with us. So I gave you zero in retention package because you're not going to get it. I'm going to lose it. And the guy stayed and stayed for the longest time. And so I had to give him some equity. I had to go and beg for more equity to be able to give it to him and so on and so forth. 

51:06
Speaker 2
But it was very surprising to see how everyone kind of behaved in all of these circumstances. It was really volatile and really kind of unexpected. Like a big bomb blasted through our office. It was really weird. 

51:24
Speaker 1
All right, well, I'm aware of the time, and the Brazil game has probably started, so thank you so much, pal, for sharing your story and answering all the questions today. Kristen, I hope it was helpful. And for the rest of you, and. 

51:43
Speaker 2
I was going to suggest that I never, I haven't answered, like, post merger integration and how to successfully do that. And we did, like, went into the CEO that acquired our company. I said, okay, this is your thing now. Like, tell me what you want me to do. And he said, I want to grow faster than before. So we want to start hiring, like, 65 people per quarter, like, growing as fast as we could. And then an activist investor came in and they decided to do a 40% restructuring and fire everyone we had just hired. And so we live through a lot of things. Feel free to reach out to me on slack and happy to answer. 

52:26
Speaker 1
I hope you enjoyed this venwise roundtable. If you want to be in touch with the speaker, or if you have a request for a future roundtable topic, reach out to us@communitynwise.com. I'm Maya Dolgen. Thanks for listening. 

