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Netezza Lands $15M

The Framingham, Mass., data warehousing appliance maker prepares to turn the corner to profitability and contemplates an IPO. 
Data warehousing appliance maker Netezza Corp. has landed $15 million in late-stage financing led by Meritech Capital of Palo Alto, Calif., as it prepares to turn the corner to profitability and contemplates an initial public offering. 

The Framingham, Mass.-based startup spent about two months putting together the new round. Netezza chief financial officer Patrick Scannell said he went back to investors who had looked at the company before its $20 million third round of July 2003 but had not invested in what he termed a very competitive term sheet process. 

"We knew we wanted one new investor to lead the round and set the pricing, and we went back to the people who had expressed interest in the third round," Scannell explained. "That's why it was pretty easy, They had already done the due diligence, and we had three term sheets to choose from." 

Scannell would not disclose a precise valuation for the new round, but he said it came at about three times the valuation of Netezza's previous post-money valuation. 

Rob Ward, a managing director with Meritech, added that his late-stage specialist firm looked at the third round but determined it was too early. But he said he followed the company since then, and was quick to respond to their subsequent fundraising effort. 

"We have been tracking them for the better part of two years, and the company has outperformed its projections in every single quarter," Ward said. "They have consistently been able to deliver on expectations, and they have referenceable customers that show their products are changing the way they do business." 

Netezza uses off-the-shelf hardware components built on an IBM PowerPC server to retrieve time sensitive data from large continuously updated databases for use in billing and analysis. The company's product offers customers a "plug-and-play" system that Scannell said can be operational within five hours, connecting to customers' general purpose computing systems with multiple input/output channels to help run software to improve business systems. 

The new round will help Netezza build on two years of product shipments, expanding international sales efforts and boosting partner and distributor relationships to augment direct sales that now make up about 75% of the company's sales. 

Meritech put $11 million into the deal. Previous investors Matrix Partners and Charles River Ventures, both based in Waltham, Mass., Battery Ventures of Wellesley, Mass., Orange Ventures of San Francisco and Sequoia Capital of Menlo Park, Calif., all returned with pro rata stakes in the current round. 

Netezza did not use a financial adviser in putting the round together. It called on the legal services of Patrick Rondeau of Boston's Wilmer Cutler Pickering Hale and Dorr LLP. Meritech was represented by Mark Roeder and Patrick Pohlen of Latham & Watkins LLP in Menlo Park. 

The new financing brings Netezza's total funding to $68 million -- after a first round of $8 million in December 2000 from Matrix and Charles River, a second round of $25 million led by Battery in December 2001 and the $20 million third round led by Sequoia. 

Doug Leone, a general partner with Sequoia, said by the time the company raised its third round it already had released a product and that Sequoia was attracted to an emerging market for technology to retrieve massive amounts of data for analysis in real time. 

"One of the questions we ask is, 'Why is this company being formed now, and not a few years ago?'" Leone said. 

"We had invested in a software company doing analytics, and we understood the growth in data and saw that there was a large market opportunity with stodgy competition locked in to old technology." 

Ward said Meritech saw the investment as a final private round for the company. He said his firm will help the startup with customer and partner introductions, but said the principal added value Meritech brings is preparing the company for its next financing round. 

"We very much expect the next financing event to be an IPO," Ward said. 

"Our background is guys with experience in the public equity process, and much of what we bring to the table is helping them prepare to go public." 

By Clifford Carlsen
[image: image2.jpg]SHIFT

communications





[image: image2.jpg]