FEATURE

by Niki Butler Mitchell

Robert Smith, founder and
managing principal,Vista Equity
Partners.

In a sector where so many investors have wiped out, Vista Equity Partners” Robert F.
Smith combines a geek’s creativity with a businessman’s discipline to guide his firm’s

high-tech ride to multi-billion-dollar success.

Smith 25 years ago could imagine just how

far his enthusiasm for technology and profi-
ciency in problem solving would propel him.
He got his first big break while still a Denver
high school student. Today, the fourth-genera-
tion Colorado native is cruising in rarified air as
the managing principal and co-founder of San
Francisco-based Vista Equity Partners, a leading
investor in successful software and technology-
enabled businesses.

Since its 2000 inception, Vista has conducted
more than $7 billion in transactions, and Smith
is one of a few African Americans who have
raised a $1 billion private equity fund, an
achievement that is especially noteworthy con-
sidering that he raised his first fund from a fam-
ily trust (not his own) in 2000. Current and
prior Vista companies have, in aggregate, more
than $3.5 billion in revenue and in excess of $1
billion in earnings before interest, taxes, depre-
ciation and amortization (EBITDA). Vista’s his-
torical returns place it in the top decile of pri-
vate equity firms, according to the Venture
Xpert database, a division of Thompson
Financial.

Investment insiders agree that software
investment can be difficult for some managers
to master. So what accounts for Vista’s stunning
success in a complicated sector where so many

It is unlikely anyone who knew Robert F.

other private equity firms have wiped out?

“Software producers are creative; they are
artists,” says Joe Watson, chairman of the
Marathon Club, a leading national group
focused on increasing the flow of investment
capital to minority entrepreneurs and private
equity firms and sister organization of NAIC. In
his experience, investment success in the tech
sector requires development of a systemic
process to bring the fully realized product to
market.

Smith’s firm certainly benefits from his inti-
mate knowledge of the technology business —
specifically software — but it is perhaps the
disciplined manner in which he combines that
prowess with his personal drive, supreme self-
confidence and tendency to emphasize talent
over product that gives his firm its gnarly
advantage.

Catching the Wave

Smith began combining his work in technolo-
gy with his interest in the investment field
while still a teenager. Back in the 1980s, when
personal computing was still in its nascent
stages, then 17-year-old Smith landed a presti-
gious internship to work on semi-conductors
with Bell Laboratories. The internship was
intended for college juniors, but Smith secured
a spot by sheer doggedness. He recalls calling
the program every day for two weeks until they
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offered him the internship.

Smith says he started every project during
the internship with a blank piece of paper
and a desire to find the most elegant, innova-
tive solution. He eventually earned a bache-
lor of science degree in chemical engineering
from Cornell University, and an MBA from
Columbia University, along with numerous
academic achievement awards. Along his
career spectrum, he
started programming,
worked in research
and development for
a few years and
became the principal
inventor on two
patents for coffee
maker extraction and
filtration systems in
the United States and two more broad
patents on the same systems in Europe.

Smith spent the first part of his career
working at Bell Laboratories, the Goodyear
Tire and Rubber Company and Kraft General
Foods, all in technical and operational man-
agement positions. Before founding Vista, he
focused on technology industry mergers and
acquisitions for Goldman Sachs and was its
tirst M&A banker on the ground in San
Francisco in 1997.

Smith began his Goldman Sachs tenure
executing various buy-side, sell-side, lever-
aged buyout, raid defense, leveraged re-capi-
talization and restructuring transactions
across multiple industries. His ability to con-
ceptualize, develop, perfect, market, sell and
buy software proved exceptional. While at
Goldman Sachs, he executed more than $50
billion in transactions across a broad range of
technology segments. These included enter-
prise software, storage software, Internet
infrastructure, semiconductors, contract man-
ufacturing, data networking and computer

“We get back to basics. We hire
smart people, train them, and
they are very productive for us.”
— Robert F. Smith, founder and managing
principal, Vista Equity Partners

systems for clients such as Microsoft, Sun
Microsystems, Apple, Autodesk, Agilent,
Texas Instruments, Cadence, Ebay, Yahoo!,
Hewlett Packard, Silicon Graphics and
Gateway among others.

Listening to Smith talk about his history in
the technology field, beginning with that
fateful internship, it becomes clear that his
philosophy for building value and profits is
deceptively simple: it
begins and ends with
people.

Vista currently man-
ages more than $2.3
billion in equity capital
and has completed $1.3
billion worth of trans-
actions in the past two
years, including a take-
private transaction of a publicly traded U.S.
company, which Vista then merged with an
existing portfolio company. Vista went on to
complete three follow-on transactions that
led to the formation of Ventyx, the largest
independent software company in the utility
space.

The firm’s reach extends across the
Atlantic ocean as well. In recent years it has
completed two leveraged acquisitions — one
in the U.S. and another in the United
Kingdom — from largely publicly traded
companies. Vista has even closed two pri-
vately held companies: one was the largest
provider of enterprise software to libraries
and the other was the largest software com-
pany serving the upstream oil and gas sector.

Smith says Vista has never lost money on
a deal. It has, however, doubled, tripled and
even quintupled cash flow at some of its
companies, including Applied Systems (an
insurance agency management software con-
cern), SER Systems (a call management soft-
ware firm) and SRC Software (a financial
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