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Name recognition

Accel-KKR, an investment partnership forged amid the heady days of the
Internet bubble, has adapted its strategy to new opportunities but retained

its incredible personal network. By David Snow, Editor

Sure, you've got an
impressive deal-
tracking system, an
extensive contact
database, a suite of
analytic tools. But do
you have Henry
Kravis and Jim Breyer
on speed dial?

In a private equity
industry that is fast
catching up to other
more professional-
ized and institution-
alized sectors of the
financial world, the
perseverance of
Accel-KKR is a
reminder that con-
nections count for

something, if not
everything,in private
investing.

“Technology is an
enabler, but it does-
n't replace human
interaction,” says
Tom Barnds, one of

two managing direc- Accel-KKR managing directors Ben Bisconti and Tom Barnds.

tor at Accel-KKR.

Barnds knows a great deal about both
technology and human interaction,
having built a portfolio of technology-
focused investments with the help of
the stellar personal networks of the
senior partners of Accel Partners and
Kohlberg Kravis Roberts.

Accel is, of course, the veteran ven-
ture capital firm with offices in Palo
Alto, California and London. Accel man-
aging partner Breyer sits on Accel-
KKR’s board, as does Accel partner
Theresia Gouw Ranzetta. The venture
firm’s brand-name counterpart in the
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buyout world is KKR, whose co-
founders Kravis and George Roberts
also sit on the board of Accel-KKR. Its
chairman is Paul Hazen, the former
chairman of Wells Fargo bank.
Accel-KKR was formed in 2000 as a
limited liability company. Its investors
include the firm’s board members as
well as some investors from the Accel
and KKR limited partnerships. Barnds
and the other managing director, Ben
Bisconti, decline to say how much cap-
ital is available to the firm, but note
that the economics are the same as a
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traditional LP fund. As an LLC, however,
all the capital for investment was
called up front, and interest-holding
members receive distributions when
available.

Despite its relationship with both
firms, Accel-KKR is very much an inde-
pendent entity with a dedicated team
and its own office in Menlo Park, Cali-
fornia. The firm does share one part-
time IT engineer with Accel,and it uses
the KKR platform to create and distrib-
ute investor reports.
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Accel-KKR might be thought of as a
good idea that came into being too
early. Its current strategy of looking for
opportunities among mature, middle-
market technology companies in need
of capital and fresh ideas is the flip-
side of what was originally envisioned
when Messrs. Breyer and Kravis first
started planning the joint venture in
1999.

Accel-KKR was inspired by the suc-
cess of Wal-Mart.com, the online retail
unit that Accel helped Wal-Mart
launch in January 2000. The next
month, the venture firm teamed with
KKR to seek out brick-and-mortar busi-
nesses (KKR knew these well) in need
of dotcom expertise (Accel territory).

“Both firms were thinking about
ways of profitably investing outside of
their historic core markets,” says Bis-
conti,a former investment

LEVERAGED RELATIONSHIPS

Barnds and Bisconti manage the
firm’s activities on a day to day basis, but
Accel-KKR’s board functions as the
investment committee. All investment
opportunities are brought before the
committee for approval. “Their insights
are stunning,” says Barnds of his invest-
ment committee members. “They are
some of the smartest and most success-
ful investors in the world.”

Accel-KKR companies get the benefit
of the heft and longstanding relation-
ships of both sponsor firms with regard
to the price and priority of professional
services, says Bisconti. “We are not shy
about leveraging the resources of either
firm,” he adds.

Barnds marvels at the access to top
executives afforded through the Accel

and KKR networks. These

banker from Credit Suisse Accel-KKR are supplemented by the
First Boston’s technology com panies get 15 years of CEO-level rela-
group. “Some of the early the b fit of tionships shared
investments turned out e benerito between himself and Bis-
very well, some are more the heft and conti from their previous
challenged.” : careers.

Barnds, a former man- Iong§tand!ng Barnds and Bisconti
agingdirector at Princeton relationships decline to give details on
University’s Nassau Capi- of both how their firm sources
tal, joined the firm in fi deals, but confirm that
2000. After two subse- sponsorftirms they don’t do it through

quent years of market tur-
moil, Accel-KKR was ready
for a new direction. From

with regard to
the price and

cold-calling. “We tend to
focus on relationships,”
says Bisconti, noting that

the ruins of the dotcom Priority of the firm likes to avoid

implosion, the firm’s professiona| auctions.

members saw an emerg- . With an office of just
services.

ing environment where
technology = companies
would be seeking to shed non-core
assets; where smaller tech-focused
businesses would be increasingly over-
looked by Wall Street; and where small-
er publiccompanies would increasing-
ly see the benefits of going private.

Over the past two-and-a-half years,
all of Accel-KKR’s investments have
been control deals. The firm currently
has five portfolio companies, and each
company has made at least one add-on
acquisition.

Accel-KKR continues to play the
desired role for its members in that it
targets investments in a sector outside
of the core areas and sizes of the two
respective sponsor firms.

eight people, including

five investment profes-
sionals, Accel-KKR is a lean operation.
“We have a very small group and we sit
very close to each other,”laughs Barnds.
“Since we hear each other all day, by the
time the Monday meeting comes
around, we're not updating each other
on what happened during the previous
week.”

Accel-KKR is looking ahead toward
further establishing an independent
franchise. Barnds says it is "fair to say”
that the next fund for the firm will be a
traditional LP vehicle. The fundamental
economic changes on which the refo-
cused Accel-KKR's investment thesis is
based will pan out over the next 10
years, if not longer, says Barnds. M
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ACCEL-KKR MEMBERS
Chairman of the Board............................ Paul Hazen
Managing Directors........Tom Barnds, Ben Bisconti

Board of Directors/Investment Committee ...........
Jim Breyer (Accel)

Theresia Gouw Ranzetta (Accel)

Henry Kravis (KKR)

George Roberts (KKR)

Marc Lipschultz(KKR)

Recent fund Accel-KKR |
Date closed August 2000
Fund size Not disclosed
Current portfolio companies ... 5

PORTFOLIO COMPANIES
Alias: 3D graphics technology

CRS Retail Systems: Retail management software,
hardware and services

Savista: Technology and business outsourcing solu-
tions for restaurants

Model N: Revenue execution software

globalCOAL: e-marketplace for trading coal and
coal related services

INVESTOR RELATIONS
Internal and KKR-supported

FINANCE FUNCTION
Part-time controller

SOFTWARE & SYSTEMS
Customized Microsoft Outlook for CRM; part-time

IT specialist

KEY PROFESSIONAL RELATIONSHIPS

Legal Kirkland & Ellis
Audit Deloitte
Public Relations ..o Kekst & Company
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