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(story page 52), used threc-imonth
numbers; while che remaining five
firms went to marker with nine-
month figures.

Kate Byrne, equity syndicatc man-
ager at John G. Kinnard & Co., said
deals are coming out in earlicr stages.
“The {IFO] window may not stay open
long,” she added, explaining that some
companies are rushing their 1POs, by
historical standards, to take advantage
of the still-favorable market.

Ms, Byrne also cited strong after-
marker performance and intercst in
technology- and Internet-relared
companies as factors driving the cur-
rent IPO surge. Mr. Di Pictro added
that the rush of health-cure issues is
also contributing to the rally.

But Michael Santer, vice president
and general parmer of Platinum
Venture Pamners, said chere may be
some retrenchment in the lntemet
area because high-profile Internet
advertisers like IBM may not be get-
ting their money’s worth.

Mr. Di Pietro said investors are
very focused on the IPO market, but
noted that aftermarket prices are less
torrid this year than last. He said there
are now “more rational fint-day pre-
miums” in the aftermarket, with cur-
rent prices from 15% to 20% above
IPO prices, whereus last year's premi-
ums ranged from 35% to 80% for
some technology issucs.

The VC 100 Index, which tracks
the aftermarket performance of ven-
ture-hacked companies, closed the
first quarter up 5.8% over the end of
1995. The average increase for the
186 [POs priced January 1 through
April 10 was 23.9%, according to
Securities Data Co.

According 1o Securities Data Co.,
the medical/health-related and
software service sectors led all
industries with 14 venture-backed
[POs each in the first quarter. The
two industry groups also led all
orher sectors in 1995, —S.F.

10 VC) » May 1996

VAM Sets Sights on General Partners

WALNUT CREEK, Calif.—Venture
Asset Management, which offers an
unusual solution to monitoring
mature venture funds, recently
revamped its marketing effort.

The firm offers venture investors
and general partners another alterna-
tive for the tag-ends of funds other
than selling them at a discount or
continuing to monitor them in-house.

Venture Assct Management takes
over the monitoring of tag-end funds
for a flac fee (rypically 1% of net
assets) and basically serves us a central
record keeper. And though the firm
does not have decision-making
authority, it does make recommenda-
tions to its clients.

Venture Assct Management,
founded in 1992, initially marketed its
services, which also include negotiat-
ing stock rights and developing liqui-
dation strategics, to fund investors.
That approach was unsuccessful and
the firm recently hired Andrew Hall
to oversee its new marketing cam-
paign, said Jeremy Weinstein, presi-
dent. He said that limited partners do
not have tag-ends on the top of their
list of priorities and thus felt no greac
sense of urgency to sigh up.

Tries to Enlist GPs

M. Hall will now try to convince
general partners to sign up for the
firm's monitoring services, thus free-
ing them up to focus on making new
investments, Mr. Hall said. Mr. Hall
alsa will contact partnerships that do
not plan to raise follow-on funds.

One private equity adviser said he
sees a need for services such as VAM's.
He said thac as fund managers contin-
ue to roise more new partnerships,
they prefer to focus on thuse new
efforts rather than spend time manag-
ing old tag-ends.

Yet, the services being provided by

Venture Asser Mansgement have
elicited a vuried response from indus-
try players. One gatekeeper viewed
Venture Asset Managemenc's services
as useful and beneficial In certain
instances. For example, investors who
are exiting the venture industry or
grappling with funds that were aban-
doned by the general partners likely
would benefit from VAM's services,
the gatekeeper said.

Venture Asset Management has a
potentially valuable service, said
Andrew Rachleff, a parmer at Merrill,
Pickard, Anderson & Eyre. If there is
significant value left in an old portfo-
lio, such a service might be beneficial,
he said. Yet, Mr. Rachleff cautioned
that the investment likely would have
to be a passive one.

M. Ruchleff said that if a venture
capiralist retained a board seat on 2
tag-end company, walking away from
the business could damage one's rep-
utation among both entrepreneurs
and other venture capitalists. Mr.
Rachleff added, however, that chere
are plenty of venture capitalists that
do abandon portfolio companies if
they don’t see a way to make money
from them.

Another gatekeeper said that a
drawback to the flac-fee structure is
that there is no incentive to liqui-
date a portfolio quickly. Mr. Hall
countered that Venture Asset Man-
agement is considering adopting,
in certain cases, an incentive-based
fee.

Andrew White, who manages the
venture portfolio of Acacia Mutual
Life Insurance, cutrently uses Venture
Asset Management's services. He said
that the firm, which is monitoring
the remaining asets of the $45 mil-
lion, 1985 Plant Resources, provides a
valuable service for investors like
Acacia,







