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1 Prologue

1.1 Zach Needs Help (9/82)

“Uncle Jeff?  It’s me, Zachary.  Zachary Thomas. I’m in jail.  I need your help.”

1.2 Zach Thomas background / Zach Explains (9/82)

Not quite fourteen, Zachary “Zach” Thomas was already a computer genius.  And, to a large extent, already bored with computers.  As a typical Generation X kid, Zach was introduced to computers early in life.  He played computer games from the time he was big enough to reach the keyboard of his mother’s computer.  After a few years of gaming, though, he grew bored.  So he taught himself how to program, first in BASIC, then FORTRAN, then C.  Now fourteen, he was again bored.  His high school had only two computer science classes.  You had to be a junior to take the first one, and a senior to take the second one.  Zach was only a sophomore and already knew how to program in three computer languages.  He hated the idea that he’d have to wait to take these classes, even though he doubted he’d learn much from them.

Zach began to “play around” with modems and dialup bulletin boards (the Internet as we know it hadn’t become popularized yet).  Never malicious in his curiosity, he never considered himself guilty of hacking.  But the FBI did.

Using his modem, Zach had visited one of the server computers for Burton College, a local Junior College.  He guessed the ridiculously insecure password on the first try. He was interested in the courses offered in the School of Engineering and was looking for any and all information he could find.  Amazed, he was able to find sensitive information such as grades for all Burton Engineering students over the past five years, and even old examinations complete with answers.  Realizing that he probably should not have been able to see the information he had, he quickly logged out.  Luckily for Zach, Burton’s systems were not sophisticated enough to trace his activities.

Zach was friends with a girl named Melissa at school.  She was into math and computers like he was.  He liked her in a geeky, chess club kind of way.

Melissa could sense that Zach was upset the day after his experience with the Burton computer system.  She probed, asking what was wrong.  As reluctant as he was to say anything about what had happened, Zach relented and told her what he had done.  Unfortunately for Zach, Melissa told a friend who told a friend who told another friend.  That last friend’s father worked for the FBI.

~~~~~

“What happened? Jeff asked.

Zach explained.

“I’ll be right there.”

Zach called Jeff, his uncle, because he had nobody else to call.  He would have called his mother, but a drunk 17-year-old swerving across the median Christmas night the year before had seen to it that this would never – could never – happen again.  Oh how he missed his mom.  She had been a high school science teacher and had instilled in Zachary her love of science and technology.  She’d taught him right from wrong, and given him a strong sense of morality. More than anything, thought Zach, she understood him.

His dad was still alive and loved Zach, but his dad just didn’t – wouldn’t – understand.  While not dumb, Zach’s dad had no interest in computers. Even more than that, he feared and resented them.  Bert Thomas was a barber.  “Just a simple barber” he would proudly say.  No, he wouldn’t understand.

Jeff Young was his mother’s brother.  Jeff, like Zach’s mother, was into computers.  While his mother had just recently started teaching computer programming at her high school, Jeff was “in the industry,” actually working as a software programmer for a living.  And so Zachary called his uncle Jeff.

1.3 Jeff Gets Zach Off (9/82)

Jeff Young was intelligent and good-natured. Things came easily for him. Grades and girls while in school. His career, friends and women as an adult.

Jeff’s dad had a Ph.D. in Electrical Engineering from Cal Tech and Jeff loved taking things apart and putting them back together again under his father’s watchful eye.  Computers became more common in Jeff’s childhood and he became hooked.  He learned to program while in high school and chose computer programming as a career when he graduated from the Massachusetts Institute of Technology. But Jeff, while a reasonably good programmer, quickly realized that being a full-time programmer was not for him.  The job required too many hours, too many long nights fighting through tough programming bugs – often getting seemingly nowhere for days on end – and simply not enough attention from senior management.  No, Jeff was headed for management.  Unlike most engineers, Jeff had top-notch communication skills and liked interacting with people.  Engineering Management was a job that made good use of his broad range of skills.  He was technical enough to interact with his engineers, extroverted enough to work with marketing and sales folks; as well as confident and polished enough to do well with sales prospects, existing customers, even analysts and the press.

Jeff’s intelligence, but especially his charm, helped him when he arrived at the FBI office to help his nephew Zach.

“I’m here to see Detective Watters,” Jeff stated as he walked up to the front desk.

“One moment, please” smiled the woman at the desk.  She found Jeff handsome and sensed his confidence.  Jeff refrained from flirting since he wasn’t sure if it would help or hurt his cause.

A minute later, a short, stocky black man walked up with his hand outstretched.  “Charlie Watters,” the man declared.

“Jeff Young,” Jeff replied as he met Charlie’s eyes.  Jeff immediately sized up Charlie Watters.  Probably middle class, married with two or three kids, drove a pickup truck, Probably a hard-working, honorable man.  Probably a hunt-and-peck typist on a computer he’d just reluctantly learned to use, and which still intimidated him.

They walked down the bare hall to a door at the end of the hall.  Watters let Jeff enter first and closed the door behind him.

“I understand that you’re Zachary Thomas’ uncle, is that right?”

“Yes.”

“He’s in serious trouble,” Watters said without much conviction.  He wasn’t convinced that the kid was a serious threat, but his boss was a hard-ass.  He’d have to go through the formal process and check the kid out.

Jeff simply said “Hmm.  Zach told me what happened and it seems like it was a mistake that he regrets.  He’s a good kid, you know.”

“Zach described it as unintentional, that’s true.  But how can we be sure that he hasn’t done this before and that he won’t do it again in the future?”

“Zach is an honest kid who stays out of trouble.  He’s not mischievous at all.  In fact, he’s always been the kind of kid who makes a point to walk on the right side of the street.”  Jeff was purposely repeating the word ‘kid’ in an effort to ensure that Detective Watters thought of Zach as a young, innocent child and not as a mischievous teenager. Jeff figured Watters would be less likely to arrest a young kid, or would at least be more lenient in the unlikely event of an arrest, if it came to that.

“Zachary’s an all ‘A’ student, Detective. He says that he was just experimenting – just learning – and I believe him.  Surely you must believe him too.”

Charlie Watters decided to trust his instincts.  Zachary Thomas looked like a good, clean-cut kid whose only mistake was being a bit over-curious.  He decided to let him go – the college had already agreed not to press charges – but wanted to scare Zach just a little bit. Watters was more than a little worried about what smart, computer-savvy people – even if just 14 years old – could do in the world.  Heck, he was able to collect an awful lot of information about the Thomas family on his computer terminal in less than 10 minutes.  And he wasn’t even computer literate, really.

Twenty minutes later, Jeff drove a scared, tired and grateful Zachary Thomas home.  Zach’s father was asleep on the couch in front of the TV when he snuck upstairs to his room.  He promised himself that he’d never tell his father about the incident and that he’d always remember Detective Charlie Watters.  As time would have it, Zach would keep just one of these promises.

2 Beginning

2.1 Zachary Thomas – High School (1/83,9/83,6/85)

2.1.1 Zach Takes Computer Science A (1/83)

At long last, it was here.  It was the first day of his second semester as a high school sophomore.  Not really meaningful except in one important way: Zach Thomas was able to enroll in Computer Science A, a class normally reserved for juniors.

Zach’s math teacher, Mr. Robbins, also taught the Computer Science classes.  Computers were “like math” in the eyes of the Board of Education and therefore high school algebra teachers everywhere suddenly had a new subject to master.  Around the country, teachers struggled to learn the material sometimes a mere week ahead of their students.  Mr. Robbins, who had just received a user’s manual at the end of the summer, was no exception.

Mr. Robbins had been impressed with Zach as a freshman when Zach had aced his combined algebra/geometry class.  The class was part of a fast track where students could take both subjects as freshmen, trigonometry as sophomores, calculus as juniors and then could take courses from Burton College, the local junior college, as seniors.  Not only was Zach a year younger than the other kids, having skipped the second grade, he had set the grading curve on every single quiz and exam.

Zach knew that Mr. Robbins taught the Computer Science classes and asked if he could take the classes early.  He knew that the classes were reserved for juniors and seniors, but he figured it wouldn’t hurt to ask.  Mr. Robbins had hoped he could get Zach into Computer Science A the first semester of the year, but the class was simply too full.  Luckily, the second semester’s class had an opening and Mr. Robbins gladly enrolled Zach in the class.

“One of the things I’m going to try to do,” explained Mr. Robbins the first day of class, “is to connect what we learn in here to your every day lives.  I think you’ll learn better that way.  And besides, it’s more fun.”

Pacing back and forth in front of the class and occasionally leaning against the desk or sitting on a window ledge desperately in need of a fresh coat of paint, Mr. Robbins asked the class to describe what they did over Christmas break or over the previous summer.

“Tell me something you did.  Tell me something you liked about it.”

Everyone took turns around the class.  When Zach’s turn came, he was as terse and as vague as possible – he certainly didn’t want to talk about how he’d been detained by the FBI for hacking the Burton College computer system. Instead, Zach just mumbled something innocuous along the lines that he’d seen a bunch of movies over winter vacation. He mentioned nothing about the summer.

Next, Mr. Robbins asked the class how familiar they were with computers.  A few kids had never even seen one.  Many had played computer games.  Atari was big and everyone laughed when one of the kids bragged about his prowess playing Pong and Breakout.  When the teacher asked Zach if he was familiar with computers, Zach simply responded, “Pretty familiar, yeah.”

Mr. Robbins pressed, but Zachary didn’t want to brag about how he’d been programming for several years already.

Mr. Robbins had passed out the syllabus and although most of the topics – expressions, statements, conditionals, loops, and variables – were old news for him, a few looked interesting.  And he could always work with Mr. Robbins on extra work, he figured. When the bell rang after class, Zach realized how excited he had become about finally getting to take the class.

Zach’s good mood was ruined when, as all the students were leaving the classroom, Mr. Robbins asked him to stay behind.

“Zach, hold up.”

“Yes, Mr. Robbins?”

“How come you were so quiet about your summer last year?  Surely you must’ve done something interesting.”

In a manner of speaking, Zach thought.  “Sorry, Mr. Robbins” is all he said.

After a few more minutes of unsuccessful prodding, Mr. Robbins let Zach leave for his next class, oh-so-boring U.S. Government.

~ ~ ~ ~ ~ ~ ~ ~ ~ ~

On Tuesday, Zach again took his seat in the second row of Mr. Robbin’s Computer Science A class.

“Okay, class.  I have a proposal for you.  I need some help with this class, but our budget was cut pretty severely this year.  So here’s the deal.  Anyone that can finish a particular computer program by the end of this week gets an automatic ‘A’ in the class and gets to be my assistant for the rest of the semester.”

Mr. Robbins described what the program needed to do – it’s requirements.  “The program must find the roots of any quadratic equation,” he said.  “And it must handle all three cases – where there are two roots, only one root, and when there are two imaginary roots.”

At a convenient break during a lab exercise, Zach pointed to one of the Apple II computers and asked Mr. Robbins if he could use it to write the program.

“You mean right now?” asked Mr. Robbins.

“Yeah, sure.  I mean, I think I know how to do it,” Zach responded.

“Ok, go ahead.  It sounds like you know this stuff pretty well and I’m only showing everyone how to turn on the machines and how to enter simple commands today.”

Zach sat down and got started.  The Apple II used the BASIC computer language.  He’d once learned what the acronym BASIC stood for, but had long since forgotten.  All he remembered was that a geeky young guy named Bill Gates was on his way to being richer than God because of it.  Smart, but young, Zach attributed this solely to Gates’ brilliance, not recognizing the critical role played by IBM’s arrogance and strategic blundering.

Unlike most computer languages, BASIC is a computer language where each line of a program has a line number.  As a helpful technique for when he needed to squeeze lines in between existing lines, Zach numbered his lines in increments of 10.  The computer didn’t care as long as the lines were in numerical order.

Mr. Robbins stopped by when Zach was almost done.  He looked at the screen and noticed the line numbers went 10, 20, 30, 40, 25, 50, 35, 60, 70, 45, …

“Zach,” Mr. Robbins said gently, “that won’t work – the line numbers need to be in order.”  Then he added, “Maybe you should join the rest of the class now.”

Zach simply pointed to the screen and said, “Look.”  As he said it, he typed in the LIST command, which automatically reordered all of the lines in the program.  When he noticed that Mr. Robbins recognized what had happened, Zach added, “You saw the lines as I typed them in.  Sometimes I have to go back and add a line here or there.”

“In fact, I think I’m ready now,” Zach added proudly.

“Well, let’s see,” Mr. Robbins challenged, barely able to suppress his awe of this boy genius.  Mr. Robbins tried the program.  He entered the quadratic coefficients when prompted and saw the output.  Two roots.  Okay, good.  He ran the program again, this time entering in certain coefficients that he had memorized that lead to a single root.  Zach’s output was correct.  Excellent.  And again with another set of input.  Two imaginary roots, nicely formatted.  Awesome.  In just over 10 minutes, Zachary had finished a project that very few of Mr. Robbins’ students could complete in the week’s time he had given, and that not all could complete even after the entire semester.

“Congratulations, Zach.  You just got an ‘A’ in this class.”

Zach couldn’t help but smile.

“And see if you can stay late after class tomorrow.  I want to talk with you about how you can help with grading homework and also how we can challenge you a little bit.”

Zach’s smile held on his face until it hurt.

~ ~ ~ ~ ~ ~ ~ ~ ~ ~

“Dad, guess what?”

“What son?”

“I got an ‘A’ in my computer class.”

“What do you mean?” asked Zach’s dad.  “It’s only the second day of class.  Do you mean you somehow got another ‘A’ from last semester?”

Zach tried to explain, but his dad just didn’t get it.

“Never mind, Dad.  You’ll see my report card when the semester is over.”

2.1.2 Zach Takes Computer Science B (9/83)

After a nice, relaxing summer break, school started again in September. Zach was the only junior in the Computer Science B class. He looked around and saw some of the smartest seniors in the school, most of whom were headed for Universities like Harvard, MIT and Stanford the following year.  While not exactly intimidated, Zach recognized that he was no longer the only smart kid in class; all of these students were “the smart kid.”  In that moment, Zach understood that this was going to be the case throughout college as well. There’s cream that rises to the top at all levels, he realized.  No matter – he intended to be a riser – the cream – at every level, and in everything he did.

Computer Science B was, not surprisingly, a follow up to the Computer Science A class he had taken the second semester of the previous year, his sophomore year.  Now, as a first semester junior, he’d actually have to work for a grade. The school had hired a new computer science teacher, Mr. Tuskins, who reportedly knew a thing or three about computer software programming.

The fall weather was still nice, and Zach did much of his homework for the class in the computer lab after school, as the sun was setting.  He could see the bright orange ball of fire sinking in the distance through the window in the lab as he “cut code,” as the act of programming was sometimes called.  He’d remember these days – and the view of the sun – fondly during his college days, as the computer labs in college would end up being in the depressingly windowless basement of an old, dingy building.

The Computer Science A class had primarily been aimed at teaching the basics of programming: how programming worked and the basic syntax of the computer language – BASIC – being used.  The class also tried to introduce students to the generally unpleasant fact that you have to be perfect when programming – that unlike human beings, the computer can’t easily and automatically make up for any mistakes you make in your description of what you want it to do.

The Computer Science B class was different.  It was an attempt to teach what are called “data structures” and “algorithms”, the building blocks used to construct even the most complex of software products.  

Zachary, while an apparent natural wiz, knew nothing of formal data structures and algorithms.  So, while the class wasn’t hard for him, it was extremely interesting. He learned about arrays, stacks, queues, and various kinds of linked lists and trees. He learned a variety of algorithms for searching, sorting, encoding and decoding.  While some of the details would change through the years, Zachary was learning the core knowledge that he’d use daily as a programmer for years to come.

While this time it took him the entire semester to receive his grade, not surprisingly, the grade was the same as it was for Computer Science A: an A+.

2.1.3 Zach Finishes High School (6/85)

A year later, in June 1985, Zach graduated high school. On the evening of the graduation ceremony, Zach looked around and saw the crowd gathering.  Within thirty minutes or so, the auditorium would be filled with proud students and their even prouder parents.  It was graduation night and the ceremony was scheduled to start at 7:00 p.m.  Zach and his father, like most of the graduates and their families, were mingling outside the main entrance to the high school.  Zach and his father were standing and talking with Mr. Tuskins, his former Computer Science teacher turned mentor; Mr. Johnson, his Economics teacher; and a few of his friends and their families.

Barely 17, Zach was a year younger than his fellow graduates.  When he was only six years old, his mother and father agreed with his elementary teachers and counselors that he should skip the second grade.  As far as he could tell, it hadn’t affected him in any way, especially since he had grown to five feet ten inches tall by the age of 13.  He certainly hadn’t had any trouble academically, nor had he had any real issues emotionally. Zach was wise enough to recognize that his growth spurt had surely helped him socially; he hadn’t had to go through the hellish “always being the last kid picked” experience that often accompanied children skipping grades.

At ten minutes to the hour, the crowd started to file into the auditorium.  Zach’s father motioned that they should go inside. Zach told his dad to go ahead and that he’d be right in.  As the crowd outside thinned, Zach felt a chill in the air as he walked a few hundred yards to the large oak tree across from the building’s entrance.  He’d wanted to take a few minutes to be alone and to reflect on things.  His thoughts of course went to his mother, who had been killed by that stupid, punk of a drunk driver Christmas day three and a half years earlier.  She would have been so excited for him, and so proud of his accomplishments.  He was the class Salutatorian. Not the top of his class, but number two, with a 3.92 grade point average out of a possible 4.0.  And he had acquired 27 advanced placement credits towards college by virtue of scoring the highest possible score – a five – on all four Advanced Placement tests he had taken.  Yes, she would have been quite proud.

Zachary Thomas looked to the sky and blew his mom a kiss. Then he walked back towards the building, went inside and sat down next to his father.  About an hour later, he received a vigorous handshake from his principal in his right hand and the first of many diplomas in his left.

2.2 Jeff Young – Big Company Experience

2.2.1 Jeff at Bell Labs (8/73)

“Let’s go to U-Pub, Mike.”  Jeff had just signed his offer letter and wanted to celebrate.  Mike didn’t need a celebration – or any excuse for that matter – to party, so he quickly agreed. A few phone calls later, a group of six friends agreed to meet at the University Pub, or U-Pub as it was called by many who frequented the place, at 9:00.  By 9:10, everyone was at the bar and by 9:30 the group was on its third pitcher. Recently introduced and revolutionary Miller Lite on tap – what could be better?

 Jeff knew Mike and three of the other guys. Mike introduced Jeff to the other two, and announced to the group that Jeff was celebrating a new job.  Congratulations were offered and another pitcher was downed.  Over the course of the evening, Jeff explained that he’d taken a job as Member of Technical Staff at Bell Telephone Laboratories in New Jersey. His buddies all slapped him on the back, congratulated him and appeared excited for him. In truth, the place and the job sounded boring as hell to them. But, hey, Jeff was buying every other round that night, so they went along for the ride.

The group stayed at the bar until it closed at 2:00 a.m. The tab ran over three hundred dollars, not including the generous tips they lavished on the waitress in hopes of getting her phone number or, as a consolation prize, seeing her canyonesque cleavage up close all night long.

Jeff woke up around noon the following day, packed up his car and headed for Piscataway, New Jersey. Exit 10 off the Turnpike. He cranked up Jim Croce’s “Bad, Bad Leroy Brown” on the radio and opened both windows for some “two by sixty” air conditioning – two open windows, going sixty miles an hour.

~~~~~

Over the next few days, Jeff managed to find a one-bedroom apartment only a mile away from work and fill it with rented furniture. After buying a few extra pairs of nice pants and a couple of dress shirts, he was ready for work.

One week after the celebratory night at the bar, Jeff pulled into the parking lot for his first day of work.

His manager, Henry Colbourne, came down the elevator and signed him in as a guest at the guard station. He explained to Jeff that Jeff would need to get his picture taken and would get his badge by the end of the day. Jeff would have to wear his badge at all times, Colbourne told him. 

Colbourne walked Jeff over to the elevators, punched the up button and said, “Welcome to Bell Labs, Jeff. I hope you have a great career here.” Jeff thanked him as the two men ascended to the fourth floor.

Jeff was assigned a desk in an office along the interior wall of one of the long hallways that radiated out from the central core of the building. The building was one of the best designs Jeff would ever see for an office building – a large “plus sign”, with all central infrastructure such as elevators, meeting rooms, kitchens, supply rooms and the like in the center of the plus sign and U-shaped hallways running the length of each of the four stems. This arrangement meant that there were no cubicles at all, an arrangement Jeff would miss for the remainder of his professional life, even well after the point where he was assured of a private office. Once he found himself managing elsewhere, many years later, he’d learn first-hand that cubes meant nothing but endless headaches since most developers don’t like the noise that comes from being surrounded by so many other people.

Everyone except for managers got double offices, meaning that two people shared one office. Managers got single offices so that they could conduct meetings, interviews and employee reviews in private. Senior people got the outside offices, while junior people got the inside offices. While large enough to be comfortable for two people, the inside offices did lack an exterior window and were thus just a tad gloomy.

Jeff, as a new-hire, had an interior office. Colbourne walked him straight to it and indicated to Jeff that it was Jeff’s new office. Colbourne introduced Jeff to the man at the office’s other desk, Nate Green.

“Hi Jeff. Welcome. Nice to have you on board,” Nate said with a sincere smile on his face and warmth in his voice.

“Thanks. Nice to meet you,” Jeff replied.

Colbourne interrupted, “I’ve got a meeting that should run about an hour and a half. Then I’ll come back, introduce you to some folks, then we can grab some lunch. Nate, would you mind showing Jeff where the supplies are, where the bathrooms are, how to login? You know, the usual.”

“Sure thing.”

“Alright. Jeff, I’ll see you in an hour and a half or so.” And with that Colbourne was gone.

Nate saw the slightly bewildered look on Jeff’s face – all new-hires had that look to some degree or another – and said, “He’s a busy, busy guy. He runs the entire PDTS division, plus the ETR and HH3 groups. He’s constantly in meetings.”

Jeff had no idea what the acronyms meant, but figured he’d figure them out over time.

“Come on, let me show you around. There aren’t many folks in this early – I’m a bit of an early bird compared to most everyone – but they should be around when Henry walks you around in a few hours.”

Nate led Jeff out the door and began his standard new-hire tour. If he’d counted, he’d have known that it was his 171st such tour in the ten years he’d worked at the company.

~~~~~

Jeff was assigned to the “Error/Abend Externalization” project. He found this out at his first team meeting the following day, Tuesday. When Colbourne mentioned this was his project, Jeff smiled and nodded, not having a clue what an “Abend” was or what “Externalization” meant. He figured he could rely on Nate for some help.

After the meeting, Nate explained.

“First thing you have to realize is that most of the code around here is either in assembly language or PL/1. What’d you learn in school? C?”

“Yeah. C.”

“That’s okay. PL/1 is very similar. It won’t take you long to learn. Assembler is a bit harder to pick up, especially if you’ve been spoiled by high-level languages like C and haven’t had any assembler experience.”

“I’ve never really used it. I mean we learned about it in my compiler class, but we never really wrote any assembler code.”

“Well, don’t worry. You’ll pick it up eventually.”

Jeff did his best to suppress the anxiety he was feeling.

“Anyway, standard lingo in the assembler world is something called an ‘Abend’. Short for “Abnormal End,” as in “abnormal termination of a program.”

“Okay.”

“So, right now, all error messages and Abend messages are hard-coded within our code. They’re all over the place. This makes it hard for us to change the messages when someone in Tech Pubs – Technical Publications, sorry – gives us new, improved message text for some of the messages that people complain are too hard to understand. Plus, eventually, we need to provide our stuff in other languages like Spanish, German and French. Having the messages stored outside of the program will make it easier for us to translate the messages into other languages.”

“Okay. I think I understand,” Jeff offered.

“Good. Take a look in the ABEND data set under the PROJECTS partitioned data set. You’ll see some notes I’ve written up. Once you’ve had a chance to read everything over, let me know and we can have a meeting to go over things in more detail.”

Jeff wasn’t sure he would be able to find the files Nate had mentioned, but he figured he’d give it a try before asking for help. He figured, correctly, that he’d be going to Nate a great deal for help and he didn’t want to abuse the privilege.

Jeff spent the rest of the week coming up to speed on his first professional programming project, and then spent the next month writing the code and testing it.

The software may have only taken a month to write, but It would take over five years before all error messages that were used directly within program code were finally externalized using Jeff’s subsystem. The painfully slow pace of adoption was something that would frustrate Jeff and slowly eroded his optimism and spirit. It would also be his reality for the next twelve years of his life.

2.2.2 Jeff over years at Bell Labs (73-85)

Slowly, over time, Jeff took on more and more responsibility, but never more than his managers knew he could handle. The unwritten rule was clear: It was far worse to assign a person more than they could handle than to challenge people and push them to achieve. Like many before him, Jeff didn’t see the logic in this, but his sense of dismay – and his willingness to do anything about it – faded with each passing year.

Eventually, in 1978, in his fifth year at the company, Jeff was given a promotion. He became a Development Manager and was given a single office. Given his relatively short tenure, it was an interior office.

Managing was a new, interesting challenge for Jeff. For the first time in his career, he had to hire people, which meant he had to think through the kinds of people he needed as well as the number of each kind. He’d conducted many interviews of prospective new-hires in his five years, but being a hiring manager meant that now he personally had to make the final decision about whether to hire someone or not. The responsibility was not one he took lightly. Each time he threw a resume in his “No” pile, or in the recycle box, Jeff realized he was affecting someone’s career, someone’s life.

Managing also meant having employees that worked for him, having to tell them what to do, nagging them to get it done on time and done well, and giving employee performance reviews. As with hiring, Jeff took this responsibility seriously, and spent countless hours on his employee reviews.

Over the course of the next seven years, Jeff managed thirty projects. Six or seven were large, multi-year efforts. Most lasted six months or so. Some were only a few months or a few weeks at most. Overall, Jeff was moderately successful. Most of his projects succeed, while a few did not. He was proud of his successes and of the fact that he didn’t experience any horrible failures, as some of his peers had. But he also knew that some of his projects could have gone better, and he aimed to improve with each one.

In the fall of 1985, Jeff had been a Development Manager for over seven years, and had been with the company for almost twelve. Given what for Bell Labs was his relatively short tenure, he was still in an interior office.

Jeff had aspirations of becoming a second-level manager, or a ‘Director’ as the position was called. He talked to his manager, someone Henry Colbourne, Jeff’s first manager and now the Division Vice President, had hired to manage Jeff’s team when Henry was promoted years earlier. The guy made it clear to Jeff that there would be no Director title in Jeff’s future at the company, at least as long as he was Jeff’s manager.

After twelve long years – and still no window – Jeff realized it was time to move on. With the exception of having helped out his nephew, Zach, in the fall of 1982, his twelve years at DEC at the company had been a blur.

2.2.3 Jeff at DEC (8/85-8/90)

In August 1985, Jeff gave notice at Bell Labs, put in his two weeks and left. The only thing he took with him was the small desk clock that he received for his tenth year of service at the company. He did not want to wait another three years for the slightly larger clock given out at fifteen years of service and certainly not another eight years for the crappy $200 Timex watch given out for twenty years of service. Jeff decided the party gifts just weren’t worth the slow death that came from working at such a bureaucratic company.

Jeff’s going away lunch was on his last day, a Friday. He started work at Digital Equipment Corporation – DEC – in Boston the following Monday.

~~~~~

At the beginning of the computer age, there were only Mainframes. Mainframes were huge computers the size of a small apartment that required dedicated rooms with freeze-your-ass-off air conditioning to combat the heat thrown off by the machines.

Only very large corporations could afford the large mainframes.  International Business Machines (IBM) held anywhere from 80% to 90% of the mainframe market. The rest of the mainframe manufacturers shared the other 10 to 20%. Mainframe computers were large, fast, and could support up to 10,000 concurrently connected terminals. They were also expensive and required around-the-clock maintenance contracts. However powerful these machines were at the time, it’s interesting to note that there are more circuits and computing power in one of today’s microprocessors than in those original 1,500 square feet Mainframe computers.  

In an old mill in 1957, Kenneth Olsen and Harland Anderson founded Digital Equipment Corporation. Their original objective was to grab a slice of IBM's business market and sell million-dollar mainframes. However, financial realities prevailed and a new plan emerged. After producing logic modules, core memory testers and other small electrical components for a while, they decided to build a slightly scaled down computer and sell it for $125,000 to scientific and engineering markets. DEC computers proved successful even in other markets and by 1969 – during the era of miniskirts and miniseries – these computers were universally referred to as "minicomputers."

In DEC’s early days, the word "computer" referred to a big, power-demanding electrical thing, which was hugely expensive (more than a million dollars), so DEC decided to name their computer a "Programmed Data Processor". That was the PDP-1 in 1960. It was small, inexpensive and successful. By 1961 they sold enough of them to have a solid user base.

Through the years, DEC introduced the PDP-4 in 1962 (only one PDP-3 was built by a customer; the -2 was never produced), the 12-bit PDP-5 in 1963, the 36-bit PDP-6 in 1964, the 18-bit PDP-7 and the classic 12-bit PDP-8 in 1965, the 18-bit PDP-9, the 36-bit PDP-10, the PDP-12 in 1969, and the out-of-sequence but beloved and respected PDP-11 in 1970. DEC was superstitious: there was no PDP-13. The last machine marketed under the name "PDP" was the -16 in 1972.

The PDP-8, introduced March 22nd, 1965, was generally recognized as the most important small computer of the 1960's. It was the least expensive parallel general purpose computer on the market at the time, the first computer sold on a retail basis, and the first parallel general purpose digital computer sold in a table-top configuration.

The PDP-11 was one of the – if not the – most successful computers of all time. The machine began its career as a minicomputer, and ended up as a micro or supermicro/supermini. It was manufactured from 1970 to 1990. Members of the -11 line were sold in very high numbers, thanks to the growing OEM industry.

DEC’s rise was a classic high tech startup success story. The company’s minicomputers represented a classic introduction of a disruptive technology, and the company took the world by storm. 

As is the norm in the world of high technology and unfortunately for DEC, another disruptive technology, personal microcomputers, would usher the DEC minicomputers offstage just as quickly as they came into the spotlight. Although he wouldn’t realize it for four years, Jeff had joined DEC well after the company had hit their high-water mark in terms of influence on the computer industry and the world.

~~~~~

Jeff was hired as a Development Manager, but was told that if he did well, he would be promoted to Director within a year. It took eighteen months, but Jeff finally got the promotion.

Jeff was given responsibility for the ALL-IN-1 product line. Back in 1977, Skip Walter and John Churin of DEC began work on integrated office software that would run on a network and could mix and match custom applications such as word processing, mail, calendars and databases. The result was ALL-IN-1. Eight years later, the product suite was in Jeff’s hands.

In some ways, Jeff found working at DEC was quite different than working at Bell Labs. First, his team developed in C, which, in a twist of irony, was actually developed by Brian Kernighan and Dennis Ritchie, two researchers working for Bell Labs.

Ken Thompson created the B language in 1969-70; it was derived directly from BCPL, created by Martin Richards. In parallel with the development of the Unix operating system, Dennis Ritchie turned B into C during 1971-73, keeping most of B's syntax while adding types and many other changes, and writing the first compiler. Ritchie, Alan Snyder, Steven C. Johnson, Michael Lesk, and Thompson contributed language ideas during 1972-1977. During this period, the collection of library routines grew considerably, thanks to these people and many others at Bell Laboratories. In 1978, Brian Kernighan and Ritchie wrote the book that became the language definition for several years. Beginning in 1983, the ANSI X3J11 committee standardized the language.

An important second difference between DEC and his former employer was that the product teams were more focused on getting actual products out, for sale in the market. The Bell Labs projects were often for internal use, and there was a lack of intensity even for those that were intended for sale.

In many ways, though, Jeff found work at DEC quite similar to his days at Bell Labs. The people were the same: smart, young professionals, mostly men, mostly with computer science degrees. The structure of the work was the same: teams of a dozen or so people working on roughly yearlong schedules, with milestones for “alpha” and “beta” along the way to “production.” The work itself, for the programmers at least, was the same: determine an architecture, a set of “subsystems”, write a bunch of code, help the QA guys figure out how to test it.

Once promoted to Director, though, Jeff’s daily work was significantly different than his previous work, even as a first-line manager. Although he took a quick look at the source code out of curiosity, he no longer had time to dig deeply into the implementation of the product suite. His job was no longer to write code or even to help direct programmers at a fairly detailed level. His days of describing what specific lines of code needed fixing, or even what modules should exist were over.

Instead, Jeff had to make sure that his direct reports knew what the group’s goals were, what the overall schedule was, knew how many people to hire, etc. All of Jeff’s direct reports were managers except for one architect too egotistical to report to the development manager. Jeff thought the guy too valuable – and too volatile – to risk forcing a change.

To his credit, Jeff realized the significant qualitative differences in his personal responsibilities given his Director role. He worked hard to curb his tendency to dive into the technical details and to provide detailed guidance to the developers on his team. Slowly, he learned to guide his managers, all recently promoted engineers, and to coach them on how to work with their engineers. By the end of his first two years, he felt like he’d fully made the transition to being a true second level manager.

For the next three years, he did the same work repeatedly, on different products, with different people, with similar results. Over time, the novelty and challenge of adapting to the new role had worn away. The work itself was no longer rewarding, if it ever was. 

The company’s slow decline had accelerated, and had finally become visible to Jeff.

After five years, Jeff’s interest began to wane and his mind began to wonder again. It was time for the next thing.

2.2.4 Jeff at Sol Computing (8/90-9/97)

Jeff’s next professional stop was at Sol Computing, which was attempting to create a solution to provide a “computer-controlled home” for the masses.

Jeff was hired as a Director of Engineering, joining an 800-person company that had a development team of 140, which included three other Engineering Directors and a Vice President of Engineering.

Jeff thought the ideas were clever and endless. The system could turn lights on and off as you walked around your house. It could automatically adjust the temperature depending on whether you were home or not. It could make coffee in the morning after you stepped into the shower. The concept was absolutely brilliant, Jeff thought. He immediately wanted to get a system for himself and his wife, Ruth.

Unfortunately, for whatever reason, the world never got excited about controlling their homes by a computer. Lots of other, less useful technologies caught fire, but not this one. Jeff would spend the next seven years of his life thoroughly enjoying his company’s products and the associated technologies, but would go without experiencing any real market success.

Many ears later, well after he had left the company, Jeff would often look back at his time at Sol as the happiest of his professional career, even if it was not accompanied by commercial success.

2.3 Zach Thomas - College

2.3.1 Zach Starts Undergrad Degree at Berkeley (8/86)

Three months shy of his seventeenth birthday, Zachary Thomas started college at the University of California, Berkeley. He had wanted to go to Stanford, but the private school’s tuition was beyond what his father could afford. So, public school it was.

Given his computer abilities, Zach entered Cal’s Computer Science program.

Like most engineers, Zach took as few English and liberal arts classes as possible. He ended up having to take just one English Literature course and one Political Science course.

Like most engineers, Zach found his English course to be a dreary, capricious affair. He could never understand why the so-called experts actually praised an author like Ernest Hemingway. When they read “The Grapes of Wrath” in the course, Zach couldn’t help but think about one of his high school friends who had written what he considered to be the best book report ever written in the history of mankind. In the high school class, they’d read Hemmingway’s “The Old Man and the Sea.” His friend, a brave lad, wrote a twelve-page book report. The first and last pages had intelligent prose consisting of real analysis. The middle ten pages, however, were covered with a gijillion repetitions of the phrase “and he fished.” It was, in Zach’s eyes, a perfect summary of the book, the middle 95% of which can definitely be summarized by “and he fished and he fished and he fished.”

Unlike most engineers, Zach found his Political Science course quite interesting. The subject matter was compelling. The girls were fascinating. “Poli Sci 101” as it was called was taught in a huge, cavernous 600-person auditorium and all freshmen were required to take the course. This included all of the entering female freshmen, very few of which were enrolled in the College of Engineering. Over the years, as he sat in Engineering classes that typically had at most two or three women out of a class of fifty and often had no women at all, Zach often found himself thinking of the beautiful brunette he’d sat next to in Poli Sci 101, and the sweet perfume she’d worn.

Zach’s classes were typical. Each semester, he took two or three computer science courses, and one or two math courses. For awhile, even given his natural ability with computers, Zach found himself thinking that maybe he’d switch and become a math major. He found the purity of the subject compelling. But, in his sophomore year, Zach took a course called Linear Algebra, where he learned that it made sense, in some bizarre mathematical way, to multiply two matrices together and get a number; and in his junior year, Zach took a course called Topology, where he learned that a donut and a coffee cup are the “same” in an even more bizarre mathematical way. After those two classes, Zach permanently put aside his thoughts of a math degree.

There was very little flexibility in Zach’s schedule, but he did manage to take an elective or two each year. The first semester of his senior year, Zach took a course that would forever change his academic life. He’d found his passion. That same semester, he took a second course that would change his professional life forever.

2.3.2 Zach Finishes Undergrad Degree at Berkeley (3 ½ years)(12/89)

On a windy, rainy day in December 1989, Zachary’s father sat huddled under an umbrella along with hundreds of other parents, all sitting in one of the many small courtyards that could be found around campus. Bert Thomas and the other parents were attending the school’s graduation ceremony for the relatively few students graduating in December, a number far smaller than the number of students graduating at the “normal” time, in June, when the graduation ceremony was held in the cavernous 76,000-person Memorial Stadium.

Although he didn’t even understand what it meant to get a Bachelor’s degree in Computer Science, Bert Thomas was still enormously proud of his son. He sat looking up at his remarkable son, who sat in the front row on the makeshift stage in order to receive an award, while thinking about his ex-wife who had died eight years earlier. She was a remarkable woman, he thought to himself. He could see so much of her in their son.

Zach walked proudly towards the Dean of the Engineering College when it was time for him to receive his diploma. The Dean shook his right hand and handed him his diploma in his left. Zach graciously thanked the Dean. The Dean praised Zach and told him that if he ever tried graduate school, he was always welcome at Cal.

Eventually, the ceremony ended, as did the socializing afterwards. Fifteen minutes later, Zach shook his father’s hand and waved good-bye as his father drove away.

Zach took a long walk. He needed to think about his future.

Zach sat on a cool cement bench in the far southeast corner of the Arboretum.  After 3 ½ years at the school, Zach hadn’t set foot in the Arb until that day.  He imagined that biology and botany students came here as did young couples in love, but somehow he’d never previously had a reason to go there.

He needed to think.  He’d eased through school, receiving his degree in just 3 ½ years, but because of his advanced placement credits, he’d only had to take three or four classes and 13 or 14 credits each semester.  Some of his fellow students were taking five classes, sometimes more, and almost always 15 or more credits.  He was feeling guilty about how easy it had been for him, especially since the world would be patting him on the back for finishing in less than four years.

Besides the guilt over how easy school had been for him, Zach was pondering the age-old question pondered by millions before him and millions since: What did he really want out of life?

2.4 Elliot Sansome – Background

2.4.1 Elliot Sansome – Background

Elliot Sansome grew up in a lower middle class family in Ohio and was raised by his mother after his parents were divorced when he was five years old.  The gift that his mother had given him as a young child was a simple, unshakable confidence that no matter what he did in life, she would always love him.  With this foundation, Elliot was able to blossom.  Math and science came easily to him and when he was introduced to computers at a young age, he knew he had found his future.

As easy as school was to him, Elliot’s work ethic was strong.  As a student, he had always found something challenging to work on rather than simply acing the simple material given in his classes. Once in the working world, Elliot continued to find the work easy, but hadn’t let up and constantly found ways to challenge himself.

The combination of Elliot’s tremendous mind and work ethic made him unique. The addition of his incredibly strong sense of morality made the man someone special.

~~~~~

Elliot Sansome began his career with a short stint at Bell Communications Research after graduating with his Bachelor of Science, Computer Engineering degree from the University of Michigan. Somehow, he managed to put up with all of the “How do you get to Columbus (the location of Ohio State’s campus)? Go South ‘til you smell it, go East ‘til you step in it.” jokes as well as graduate a semester early. After graduation, Elliot worked at Bellcore for over seven months before going to Stanford on the company’s “One Year on Campus” – or “OYOC” – program. Through the program, Elliot got his tuition and room and board paid for by Bellcore and received approximately 40% of his annual salary – more than enough to pay for books, supplies and plenty of pizza. In return for this amazing deal, Elliot owed the company exactly… nothing. He had no legal responsibility to come back to the company after graduating with his Masters’ degree. Elliot figured that one person returning from school and inventing the next call waiting must pay for sending thousands of employees for their Master’s degrees, even when fewer than half return with degree in hand.

~~~~~

While at Stanford, Elliot aced all of his classes. Not that it was hard – you really had to work hard to get anything worse than a B+, he felt. It was as if the school decided to dole out all ‘A’s as a reward to those few students who were accepted into the program.

One of Elliot’s acquaintances years later loved to tell the story of when Elliot took the schools “survey of computer languages” course. A week before final exams, the professor began to discuss what was going to be on the test and made a comment about how important the various syntax differences between languages were. “You know, whether semicolons are statement separators or statement terminators can make a big difference,” prattled the professor.

Elliot, who had never spoken up in the class until that point, raised his hand. When called upon, Elliot let fly with his disdain. “You mean to say that with all the important programming concepts such as the differences between procedural languages and functional languages, the differences between procedural languages and so-called ‘object-oriented’ program languages, topics such as polymorphism, memory management and so on, that you’re going to ask us syntax questions?!” The class had gone completely silent.

The professor decided against asking any syntax-related questions on the exam the following week.

~~~~~

The following May, about a month before the school year ended, Elliot flew back to New Jersey to prepare for his return. He looked for an apartment and signed a lease for a nice one bedroom just off of Nassau and Bank Streets in Princeton. He liked the Princeton area – Brooke Shields was right about Princeton – and also loved the Philadelphia 76ers basketball team. The apartment was about half way between work and Philadelphia, and was located just four blocks from the Princeton train station. From the front window of the apartment, Elliot could see the Nassau Street mailbox that, thirteen years later, was likely used to send Anthrax letters in December of 2002.

Elliot met with the man who was to become his new first-line manager on what was to become his new project. He met up with the friends that he’d made the year before, joined their softball team and made dinner plans for the week he was to return.

After all of the preparations were made, Elliot flew back to California for the final month of school.

Because he’d chosen to graduate in just one year, Elliot took classes all four quarters, including the summer quarter. The summer quarter finished a few weeks after Elliot’s lease ran out in the house that he and three other guys were renting. One of Elliot’s friends was house sitting for a professor that was out of town for several months and offered Elliot a place to crash for the final few weeks of the school year. Elliot gladly accepted.

In preparation for the fact that he’d be living out of a suitcase for a few weeks, Elliot arranged for all of his belongings to be shipped out to New Jersey and put in storage. He’d have them moved to his new apartment once his lease began. Bellcore paid for the move as part of the all-expenses-paid luxury trip he’d received.

Elliot had been dating a Stanford Ph.D. student he’d met while at the University. They’d decided not to try a long distance relationship with Elliot back in New Jersey, and so decided to part ways. Elliot planned a nice dinner cruise through Hornblower Yachts for the final Friday he was to be in town.

Elliot’s mother, who still lived in Ohio, was flying out Saturday afternoon and was going to help Elliot drive across the country to New Jersey.

On Thursday, the day before he was to break up with his girlfriend and two days before he was to pick up his mother at the airport, Elliot received a call from the administrative assistant of the head recruiter at Oracle Corporation.

Oracle Corporation was known for having some of the world’s best relational database technology as well as some of the most aggressive sales tactics on the planet. While only a year and a half or so after its IPO, the company had a little more than 1,000 employees and appeared to be growing like gangbusters. Elliot had done his specialization work in database theory as part of his Master of Science degree in Computer Science. If there was a company he wanted to work for, Oracle was it.

But he’d agreed to go back to Bellcore. While he had no legal obligation to go back to the company, he felt a strong moral one. He told the woman that he already had a job, but that if she could keep his name for future consideration, he would appreciate it.

A few hours later, he told his house sitting friend that the recruiter from Oracle had called and how he’d reacted. Her response was a life-altering, “What? Are you crazy?”

It didn’t take her long to make him see what he already knew: he loved California and, given his interests, there was probably no better place to work than Oracle.

He called Oracle back and scheduled an interview for the following Monday, just three days away.

Dinner with his girlfriend – a dinner that was supposed to be an “I’m going away and we’re breaking up” dinner – was more than a bit awkward.

When his mother landed on Saturday, he said, “Guess what, Mom. I may be staying in California.” He explained what had happened and that they wouldn’t be able to leave on Sunday as planned.

~~~~~

When Monday morning came, Elliot dressed in the nicest clothes he had in his suitcase – blue jeans, a white dress shirt and loafers – and headed to Oracle’s headquarters at the top of Ralston Avenue in Belmont. He gave his name and took a seat in the lobby with the five other interview candidates scheduled for interviews that morning. Clad in their ill-fitting dark suits, all were significantly better dressed. He recognized one of the guys from his Database Theory class. The class was taught by Jeffrey Ullman, one of the brightest humans to ever live and one of the most organized professors at Stanford.

A few minutes after 9:00 a.m., the man behind Oracle’s recruiting engine, Larry Lynn, came out to greet Elliot. Lynn walked Elliot across the expanse of cubicles to a huge window overlooking the picturesque canyon below.

“What else do you need?” Lynn asked motioning to the beauty just beyond the plane of glass.

“Not much,” Elliot thought as he smiled silently. He hoped Lynn’s question was a rhetorical one.

~~~~~

Elliot began the day with an interview with Robert “Bob” Minor, one of the three founders of Oracle. Of the three Oracle founders, Larry Ellison was the most well known. He was the company’s CEO and was the company’s cultural icon. Minor ran the database server engineering team. He also played tennis as often as possible, typically at least once a day. The third founder, in one of history’s largest blunders of bad judgment, left the company early on, convinced that the company wouldn’t amount to anything. The man’s only claim to fame was that the company’s sample database account, “scott/tiger”, was named after him.

Elliot told Minor his situation – that he was set to hop in a car and drive to New Jersey the following morning, and that, therefore, since it didn’t make sense for him to get all the way to Iowa only to find out that Oracle wanted to hire him, he needed to know their decision by the end of the day. Minor agreed to let him know by the following morning. It was good enough for Elliot.

Elliot would have likely received an offer just based on his intelligence and academic success. But his aggressiveness – a trait held in high regard at the company – even if situational – cinched the deal. Minor called the following morning with an offer.

Elliot called his new manager at Bellcore and gave him the bad news. He could picture the huge man with his deep, booming voice hollering and kicking a hole in the wall after the call. Elliot then called the moving company and asked for all of his stuff to be shipped back to California. Oracle paid for the move back as part of their relocation assistance program, but Elliot did end up having to pay for four days of storage at a New Jersey storage facility. He felt more than a little foolish when he had to write a check for $17.23 for the four days of storage.

When Elliot had joined Oracle, the company had 1,200 employees. Of these, perhaps 150 were in the Development organization, and only 13 within the particular division within the Development organization he’d joined. He became the fourth person on the team working on his particular product, which had already been contributing almost $80 million dollars annually to the company’s revenues, and, of more strategic importance, drove increased Oracle database sales.

Nine years later, Elliot finally left Oracle.

When he left, the company had 25,000 employees, well over 1,000 employees within the Development organization and over 250 within his division. There were over 50 people on the project team for his original product. And because of market pressures due primarily to the intense pricing war between Microsoft and Borland, the product contributed approximately the same $80 million dollars annually.

All of this combined to mean that, compared to when he started at the company nine years earlier, Elliot had less actual responsibility than he had when he first started, and that his product had less significance in the marketplace than it had nine years earlier. Always one wanting to make a difference, both within his company and in the marketplace, Elliot decided it was time to join a startup.

Several mentors at Oracle told him he was crazy to leave Oracle’s secure, comfortable and resource-rich environment, not to mention stock options that seemed to double every six months. A startup could go under at any time, they’d said. Money will be tight to the point where you won’t have the hardware, software or people you need, they’d said. Without the clout and sales engine of a mature company like Oracle, 90% of startups would fail or, worse, limp along as meaningless zombies, they’d said.

Elliot thanked them all for their advice, then joined a pre-money startup in Menlo Park.

2.5 Zach Thomas – After College & GSchool (1-8/89)

2.5.1 Zach Hangs Out on Campus (1-2/89)

After the Christmas break after he’d graduated, Zach returned to campus. He still had his apartment through the end of May, which was when second semester ended.

Having graduated a semester early, in December, Zach had no classes. The first week of school, when everyone else was busy attending classes, doing homework or getting some last minute partying in before the weight of homework and exams came pressing down, Zach went looking for a part-time job. 

On the second day of his job search, he found one. 

For $7 an hour, Zach was hired as a computer programmer to help a Ph.D. doing research into the side effects of some powerful schizophrenia drug. The man wanted to conduct a simple response-time experiment where people would be shown two large letters on a computer screen and asked to press a button with one hand if the letters were the same and a different button with their other hand if the letters were different. Zach was hired to write the software to administer the tests, to interface with the hand-made wood and metal buttons that interfaced with the computer’s mouse port, and to produce various reports on the data collected. 

He began work the following Monday.

Zach worked 20 – 25 hours per week. The programming work was easy and, well, a tad boring. The subject matter – and the fact that some of the patients taking the drug being tested had response times literally in the tens of seconds – was fascinating. The doctor was a nice guy and a good boss.

With the rest of his time, Zach hung out and relaxed during the day, and went with his friends to the local bar or to fraternity parties on campus.

The ten weeks after graduation were a magical time for Zach Thomas. It was the first time he wasn’t completely absorbed in school, studying for and taking tests. He slowly began to realize that there was so much more in life. 

Fun, for one thing. 

And girls, for another. 

For the first time since that fateful day when his high school friend Melissa told her friends that he’d hacked into some college computer system, Zach finally decided that not all girls were like Melissa. Besides, now they had curves in all the right places.

2.5.2 Zach Takes Internship (3-7/89)

After ten weeks, the doctor for which Zach worked for came in one morning and found Zach sitting in front of the computer, headphones on, cutting code. He motioned to Zach.

“Hey doc,” Zach said, removing his earphones.

“Hey Zach. Hey listen, I need to tell you something. I don’t really know how to say it, so I’ll just say it. I, uh, I didn’t get my grant for continuing this research. I won’t have a position for you after the end of the month.”

“What a bummer, doc. What are you going to do?” Zach was more worried for his boss than he was for himself.

“I don’t know yet. I’ve got a few other grant proposals floating around, but who knows. I’m going to miss working with you, that’s for sure.”

“Thanks. Me too. I’ll tell you what… I’ll get everything wrapped up before the end of the month and make sure I document everything just in case you get some money and can hire someone to continue the work at a later date.”

“That’d be great. Thanks. Hey, I’ve got to run, but I’ll see you later, okay? Oh, and listen... Where’s that card I had? Oh, here it is. Call this guy. I told him about you and he said he’s looking for someone for an internship.”

Zach twirled the business card in his fingers and reflected on his first-ever employer suffering the consequences of insufficient funding.

~~~~~

Two weeks later, Zach showed up for his first day of work. He’d called the man whose card he’d been given, interviewed for the internship, gotten an offer and accepted. For the next three months, Zach was going to work as an intern on ClearPoint, a presentation graphics product that was trying to compete at the low-end with Microsoft’s PowerPoint product. Like other interns at the company, Zach was assigned to write a number of “Wizards” for the product, which made performing some of the more common operations with the product simple and easy.

Zach met the other members of the ClearPoint team. All had similar backgrounds as Zach – Bachelors degrees in computer science, computer engineering or, less common, math or physics. His tech lead, George, gave Zach the documentation for the company’s Wizard macro language. Like many companies, the company had created a proprietary high-level language for authoring wizards. Zach thought the idea was interesting, and liked seeing how the macro language greatly simplified certain operations, while somewhat sacrificing in overall power and flexibility. As well as writing the wizards assigned to him, Zach also read through the source code for the macro language so that he could better understand how it was designed and implemented.

The three months passed quickly. In addition to implementing the wizards assigned to him, Zach also helped out with a few wizards for the company’s Microsoft Excel copycat product, ClearSheet. Zach had wanted to work on something more substantial, but the tech lead and his manager had made it clear that the company’s policy was to keep interns away from the “real” code so that they didn’t damage anything.

For most of his internship, Zach found himself reflecting on his job. Did he like the work? Yes, for the most part. Was it interesting? Yes, somewhat. Was it challenging? No, not really. Did he like the people? Well, they were all nice enough, but everyone was so similar and, frankly, one-dimensional. Was he passionate enough about programming to see himself doing it professionally? He wasn’t really sure. Then again, come to think of it, actually he was.

2.5.3 Zach goes to grad school (8/89-12/92)

Zach finished his internship at the end of July, which meant he had about three weeks before he started his Ph.D. at Stanford University in August of 1989. Now living on his own for several years, Zach qualified for financial aid and received a full scholarship.

To pay for food and clothes and the occasional date, Zach took a job as a Teaching Assistant. He helped one of the professors in the Computer Science department, who taught the compilers and operating systems courses.

Zach dove into his Ph.D. work with a passion. It was exhilarating to learn new things every day, to push the envelope of what was known in the field. Receiving a Ph.D. meant doing work that was both original and significant. Zach intended to do work deserving of both labels.

Given his work experience as well as his Teaching Assistantship, it was quite natural for Zach to take a highly interdisciplinary approach to his work. After quickly passing his Comprehensive exams – “Comps” as they were called – Zach immediately dove into a subject that would become the focus of his life for the next eight years of his academic life and then some.

In December 1992, three and a half years after starting at Stanford, Zach passed his Qualifying exams – “Quals” as they were called – with flying colors and was awarded his Ph.D. He was 24 years old.

2.5.4 Zach does post-doc work (12/92-11/97)

Stanford University definitely knew that Zachary Thomas was a stud. Besides the fact that his Ph.D. thesis was top-notch, the man-child had also managed to publish more than a dozen papers along the way. And, to top it off, he continued to get rave reviews for the teaching he did for the Computer Science department.

The University offered Zach a post-doc position, which he was pleased to accept.

 Over the next five years, Zach continued with his research, which had blossomed and become an area of focus for the department. By 1997, over a dozen Ph.D. students were doing research in the area, with Zach as their advisor.

2.6 Jeb Rogers – History, Why Back in Game (12/95)

Jeb Rogers was, by anyone’s standards, an immensely successful man. For many years, he’d been a Vice President of Sales who had consistently met his revenue targets and grown his teams. For the past eight years, he’d been the CEO of two high tech startups, each of which had gone public and generated considerable buzz in the industry. He was good. Damn good.

Jeb got married to his high school sweetheart, Tina, back when he was running his first company. They got married in Hawaii a month after Jeb’s company had gone public. It was Jeb’s first IPO in what was to become an impressive streak of sorts.

Jeb and Tina flew their parents, family and closest friends out for the wedding and put them up in the Four Seasons hotel on Maui. The wedding was a lavish affair, with the requisite dreamy Oceanside ceremony and filet mignon and lobster dinner. The event set the couple back over $200,000. Jeb told himself that it didn’t matter; they were in love. He told himself it didn’t matter; the expense was a one-time thing.

Now, ten years later, Jeb sat alone in his den, holding his head in his hands.

The Lake Tahoe house was a mistake. The New York apartment was an even bigger one. The 100-acre vineyard in Napa an even bigger one still. Jeb didn’t even want to think about all the rest: four-carat diamond earrings, a $50,000 Mikimoto pearl necklace, his and her Range Rovers, their two month, first class trip to Italy. The list went on and on. Tina had incredibly expensive taste. He’d been paying for it – or at least trying to – since they’d gotten married ten years earlier.

When Jeb stepped down from Tomahawk Software, the most recent company he’d run and taken public, he thought he would take a lot of time off, maybe even retire. He’d walked away with north of $50 million, even though the company was now de-listed from NASDAQ, trading at $0.22 per share for a total market capitalization of only $47 million.

After taxes – the “fucking AMT” was the way Jeb would forever describe the Alternative Minimum Tax – Jeb was able to hand a check for $20 million to his guy at Smith Barney.

Now, just a year later, even with a return of 20%, the account was down to under $5 million. How the hell do you spend $15 million in one year? You marry Tina, that’s how. Actually, you marry Tina and then never say ‘no’, that’s how.

The writing was on the wall. Jeb had no choice. He called his friend and long-time business partner, Art Skeeter, and convinced him to go one more round. 

The two men talked about what they wanted to do with their new company. Jeb made the suggestion which, shaped over a couple of days, became the idea for their new business.

Each man made an initial equity investment of $350,000 and the two found five high profile acquaintances to each invest $10,000, adding another $50,000. Jeb and Art didn’t need the $50,000 from the investors – each could have, and would have, invested as much as $500,000 apiece if necessary – but they’d come to realize the power and cachet that comes from being able to say that so-and-so and so-and-so were seed investors in the company.

Jeb was back in the game. He felt the surge of adrenaline he always felt when starting up something new. It felt good, like putting on his finest suit.

He also resented the hell out of his wife and her relentless, crazed, overindulgent spending. Jeb put this nothing-but-trouble thought out of his head and dove into his and Art’s new baby: SimChat, Inc.

3 Middle – SimChat, Inc.

3.1 SimChat vision, December 95 (12/95)

By the end of the year (1995), Jeb and Art had honed their vision and core marketing messages. They decided to call their newly created product space “Simulated Video Conferencing.”

Art’s reflexes went to thinking about the business benefits their product could offer corporations and corporate users. But he forced these thoughts out of his head; he and Jeb had decided to do a consumer play this time around. And so, Art noodled some more, thinking of reasons why consumers would love SimChat.

Art figured that Generation X kids were his primary target audience. A lucrative market, these kids always love the next cool thing. Existing text chat, while becoming the next hot thing, was text only and hence crap. Art made a mental note to ridicule any medium that had grown a culture around stupid sideways smiley faces. It was the polar opposite of a true multimedia experience, which is what kids were craving for. And email, while obviously big, wasn’t real-time.

Art figured that his secondary audience consisted of parents and grandparents who could use SimChat to “visit” with their kids or grandkids, whether they were off at college or simply moved away from home.

SimChat could bring personalized “video chat” to people that were otherwise settling for either text-only chats or non-real-time communications.

All of this was feasible because SimChat’s approach was totally new and different, and full of promise. Everything was simulated!  With SimChat’s approach, video wasn’t transmitted, it was simulated.  Only a description of the video was transmitted. 

Based on a description of each person’s face and body, his or her conversational quirks and speech patterns, and a general understanding of physiology and kinetics, the software simulated the people involved. Because this information was only a fraction of the size of actual video, real-time, full screen high quality video conferencing was about to be possible for the first time.

The company had seasoned, aggressive management with a track record of success. And, even if not everyone bought into SimChat’s purported benefits, the company had a novel idea in an industry where “newness” matters so much more than “usefulness.”

Armed with their initial positioning and core marketing messages, Jeb and Art were ready. It was go time.

3.2 Q1 1996 (1/96 – 3/96)

3.2.1 First three hires (1 in Jan/96, 2 in Feb/96)

On Tuesday, January 2nd, 1996, Jeb had his accountant file the papers necessary to officially incorporate SimChat, Inc. Jeb and Art decided to wait until January to file in order to save the $800 it cost to file the annual paperwork with the State of California and the IRS. The same day, Jeb deposited the company’s $750,000 initial capitalization into a new Wells Fargo business account.

On Wednesday, January 3rd, Jeb and Art began their search for their first few hires. As is often done, the two men decided to hire engineers first in order to make progress on the product – or at least the product vision – before bringing other non-developers on board.

The two men had a list of their favorite developers from their previous companies. Their list contained a number of excellent engineers, but also contained a number of engineers that had done a better job “managing up,” shall we say, than actually designing and implementing software.

By the second week in January, the two men had conducted a dozen lunch meetings with former engineers. Several were interested, but were happy in their current jobs. Several weren’t interested in the consumer-orientation of the play, preferring to stay in the so-called enterprise software arena. A few were very interested and wanted to talk further.

By the 22nd, Jeb made an official offer to Tony Hutchinson, an engineer that had spent four years at Sybase before spending the next five years at various early-stage startups, none of which got past their Series B financing. That was until he went to work for Jeb at Tomahawk. Wanting another IPO pop, Tony eagerly accepted and became the first non-founding employee of the company.

By the first week in February, Art and Jeb also extended offers to Joe Kim and Andy Hawke. Both engineers had become paper millionaires working for Jeb and Art’s company before Tomahawk, but had held on to their options for too long, leaving each man with a gain of only $50,000 or so. Both accepted, excited to get a second chance to time the sale of their options they were sure would be worth a fortune.

The three programmers meshed well and began the arduous work of trying to create the fledgling company’s first product.

3.2.2 No real progress

Unfortunately, by the end of March, SimChat’s engineering team was nowhere. Tony Hutchinson had become the informal team lead, partly because he was the first hire, but mostly because he was clearly the best engineer of the three.

Even though Tony was a very good programmer, he hadn’t had much experience with large-scale system design, especially in the company’s particular product space. And Tony certainly wasn’t getting any real help from Joe and Andy.

Tony was experienced enough to know not to be overly worried that the team hadn’t created a single line of code; He hadn’t really expected them to have anything to code yet, other than perhaps some early experimentation here or there. But Tony was definitely worried that they hadn’t made any real progress on the overall system design. He could sense that they were in over their heads, but couldn’t bring himself to admit it to Jeb. He didn’t want to risk his job – or the half percent of SimChat he’d received in stock options. More than anything, Tony didn’t want to let Jeb down. Tony saw Jeb as his gravy train, and wanted to remain one of the engineers that Jeb called upon in the early stages of whatever venture was next. And so he kept quiet.

Tony, Joe and Andy continued to flail through the beginning of April. Joe and Andy were clueless. Tony knew, and quietly hoped for a miracle.

In April, the miracle came: Elliot Sansome.

3.3 Q2 1996 (4/96 – 6/96)

3.3.1 Elliot joins SimChat (4/96)

Elliot joined SimChat in April of 1996, a little more than three months after the company was founded. He became the company’s fourth non-founding employee, after Tony had been hired in late January and Joe and Andy had been hired in February.

When Elliot went for his interviews, he met the company’s two founders. The CEO was Jeb Rogers. The V.P. of Marketing was Arthur Skeeter. The two men arranged for Elliot to meet them at Café Borrone in Menlo Park, a popular hang out for the Silicon Valley hip and powerful. They did not yet have office space, they’d said, and liked to conduct their interviews over a latte or cappuccino.

Jeb was 6’ 2”, had a head full perfectly coiffed hair and an overly firm handshake. Jeb explained that he’d formerly been a V.P. of Sales and then CEO at two different companies, each of which had gone public. His Brioni suit fit perfectly.

Arthur Skeeter, who insisted on being called “Art,” was even taller than Jeb – perhaps 6’ 4”. He had a clean-shaven head, a goatee, and wore black slacks and a black turtleneck sweater. If possible, his handshake was even firmer than Jeb’s.

Both men wore matching Patek Philippe watches. 

The two men carried themselves like they owned the world. Both had the same erect, unforgiving posture; long, powerful strides; aggressive, relentless eye contact. And both were gifted salesmen. Leonardo DiCaprio may have thought he was the king of the world on the big screen, but Jeb Rogers and Art Skeeter knew that they were the kings of the world in reality.

Powered by their sincere belief that they had a great idea that would revolutionize the world (and make them wealthy beyond their dreams), their natural gift for making “the pitch” was accentuated. They pitched Elliot hard and Elliot was mesmerized by what he heard. Sure, it was only ideas and some PowerPoint slides, but that was why he was there, he assumed. Putting ideas into reality was simply what he did, not something that intimidated him.

When Jeb and Art made their offer to Elliot, he accepted on the spot. In return for 2% of the company’s stock, in the form of options, Elliot agreed to take a 20% pay cut compared to what he’d made at Oracle. Based on the calculations given by the founders, Elliot figured the stock gains would more than compensate for the lost wages and the value of the options he would be leaving unvested – options “left on the table” in Valley-speak – at Oracle. He knew nothing of the dilutive effects of subsequent rounds of funding, both planned and unplanned; the incredible effect of preferences, which would inevitably be given to subsequent funders; or even just the basic odds of a new company failing, which gave SimChat perhaps a one in ten chance of succeeding. He also forgot to do some basic math: 0.01% of $50 billion (Oracle’s market capitalization) is actually greater than 1% of $400 million (a reasonable estimate for SimChat’s market capitalization if and when they went public).

Only after he had accepted his offer did Elliot learn that Jeb and Art had already hired Tony, Joe and Andy. Elliot wondered why the founders hadn’t said anything about the engineers, and why they hadn’t had the engineers conduct a proper technical interview of him, but shrugged it off. He was mesmerized by the company’s concept and excited about getting started.

~~~~~

If there is such a thing as a “perfect” engineer, Elliot Sansome was it.  Most engineers, while perhaps talented programmers, were uncomfortable interacting with people.  Elliot was as fond of the human side of his job as he was the technical side. He was a solid communicator and was known as an honest, earnest, pleasant fellow. Few engineers were both good coders and “people persons.” Elliot was.  Very few engineers are capable of tackling very large, uncertain problems.  Elliot was.  Very few engineers had the right mix of creativity and a sense for process. Elliot did.

In his first few weeks at the company, Elliot probed Jeb and Art for their vision of the product and the company. He figured that that the best way to understand what they wanted was to simply ask them. He didn’t suspect that they’d be quite so unable to articulate their vision. “We want people to ‘video chat’ with each other, and we want the implementation to work even over slow dialup connections” was about the sum of what they’d communicated.

It was up to Elliot to decide things like whether the solution should be stand-alone, or integrated within some other popular environment, like an email client, a web browser or even the existing instant text messaging clients. It was up to Elliot to decide whether any kind of “training” – where people interacted with the software in order to teach the software about themselves – would be necessary and if so, what form it should take. It was up to Elliot to decide whether the solution should utilize a central server or whether it should be peer-to-peer. In short, most everything was up to Elliot.

One of the first things Elliot did was to perform some back-of-the-napkin performance calculations. From his calculations, it appeared that the chances of getting a peer-to-peer solution to perform well enough were, well, nil. Later that day, he told Jeb and Art that he recommended a server-based solution.

“No can-do, Elliot,” Art responded almost immediately.

“What do you mean, ‘no can-do’?”

“Jeb and I have talked about this and we’ve decided. We want a consumer play this time around. We’ve each done two or three enterprise software plays, selling to the Fortune 500, and we want to do something different this time. We want to sell directly to consumers.”

Elliot held his tongue and didn’t bring up the fact that they had no experience doing what they hoped to do or that, to him, it seemed like the company’s technology would be more valuable to business users than to consumers.

“Ok, so why no server component? It could be ours. We could go ‘co lo’ like most of the other guys. Elliot was referring to co-location, in which a company bought computer equipment and set it up within large, shared data centers that were equipped with industrial strength air conditioning, redundant Internet connections, redundant power lines, even backup generators.

“Well, we’ve talked about that too. We don’t want to be in the hosting or ASP business.” ASP stood for Application Service Provider. “We want to sell software, period.”

Again Elliot held his tongue, not raising the point that the two men, however successful they had been at selling six, seven and even eight figure solutions to the Fortune 500, had no experience selling directly to consumers and at a price point that would be so low as to make a direct sales force like they were used to untenable. Elliot had seen it at Oracle, when the company occasionally made the strange decision to fund the development a product that would sell for, say, a few hundred dollars. The company’s direct sales approach – including the astronomical compensation of its sales representatives – would inevitably get in the way and the projects would be shuttered, typically well after teams of passionate but naïve engineers had already built the product.

“So, we could sell the server component to ISPs. Maybe even give it to them for free.”

“Elliot, you’re not listening.” This from Jeb. “We want a peer-to-peer solution, with no server piece. Got it?”

“Ok,” Elliot said hesitantly. “Got it. Maybe my math was wrong…”

What he also got was that not everything about the product was up to him after all.

3.3.2 Elliot’s work early at SimChat (4/96-5/96ish)

Except for the nagging reality that Jeb and Art had the power – and inclination – to set certain critical product directions and constraints, Elliot was in tech heaven.

 The two men made it clear that Tony, Joe and Andy would all report to Elliot. Elliot quickly discovered that the three had made little progress.

Any time a good engineer gets to devise a pristine, new system architecture, it is an exhilarating thing. Any time a good engineer gets to type “mkdir source” to create a brand new, empty folder or directory for source code, it is an awesome thing. Sure, it’s more than a bit frightening, having no design blue print or source code from other products or previous versions to copy and sure, it’s only a matter of time before the purity of the “tabla rasa” environment is messed up with all manner of design and implementation imperfections, but it is the closest thing to heaven for an engineer who loves designing new systems from the ground up.

After Elliot had spoken at length with Jeb and Art and had a rough idea of what the application needed to do, he spent time with Tony, Joe and Andy in order to get brought up to speed on their thoughts. This didn’t take long.

After focusing Tony, Joe and Andy on a few specific research topics, Elliot spent much of the following month alone in front of his computer. He divided his work into four areas: general technology issues, architecture and design issues, infrastructure and process issues and people issues.

At first, Elliot did not spend much time on the people issues. While there was still some money in the bank from the initial $750,000, Elliot knew that it would be a mistake to hire people before they had a good, solid idea of what they wanted to build, the technologies involved and the areas of expertise required to do a good job. He’d seen the mistake made in the past and vowed not to repeat it. Jeb and Art had agreed to go along with his plan of getting some high-level decisions in place first, before hiring, although they made it clear they didn’t want this to last more than a month or two.

Elliot spent time on the infrastructure and process issues whenever his brain hurt from thinking about the technology and architecture issues. As with hiring, there wasn’t much to do in the infrastructure and process areas yet. Amazed that Tony, Joe and Andy hadn’t already done so, Elliot downloaded CVS, a free source code control system that allows development teams to store old versions of software code and configured it for use at SimChat. He created the initial directory structure to hold their code, expecting it would change over time as “real code” got written and he and his team learned as they went along. Other than setting up the source control system and a very simplistic backup system, Elliot did not invest any more effort on process-related issues. There’d be plenty of need for things like coding standards, coding style guidelines, “how to” guides for setting up development environments and the like later, as the team grew.

The bulk of Elliot’s time was spent thinking about what the required technologies and architecture would be for their given application. Elliot knew that one of the obvious requirements for the product was that it had to work for anyone. That is, any person on the planet that had a PC and had paid for SimChat’s software should be able to participate in a simulated chat. The code clearly could not “hard code” any understanding of the user’s anatomy, behavior or speech patterns for this to work. The question was how to support this requirement in a general-purpose way that still performed well and that supported Elliot’s expectation that there would have to be some kind of “authoring” or “editing” environment where users could create the computer representation of themselves, their speech patterns and mannerisms. He wanted the output from such a tool to be usable directly by the “runtime” portion of the software.

Elliot decided on a text file with markup characters embedded within the text. Even though there would be a slight performance hit taken by using a text file instead of a binary file, Elliot reasoned that the development productivity gains from using a text file were worth the minor performance loss. Besides, they could always create a binary representation of the text file and use this within the run-time system if this aspect of performance became an issue.

Over time, Elliot found himself thinking that a separation between the definition of a person – their face primarily (and certainly initially) – and the message that they were “saying”, was a good idea. He wrote up early-stage design documents describing the kinds of things defined by each of the two types of definition files. He quickly realized he’d have to hire experts in human anatomy and physiology, specifically facial anatomy in order to define the thousands of realistic details that would describe an arbitrary human head speaking.

Elliot’s early calculations clearly indicated that performance of the simulation engine would, to put it mildly, be a major concern. So, as much as he hated doing so because of the diminished programmer productivity, he chose C++ as the programming language for the runtime engine. For the designer, he chose Java since it was far more productive, given the relative lack of memory-related bugs, and the large and convenient set of runtime libraries chock full of productivity-enhancing goodies.

With the major technology and architecture decisions in place, Elliot proceeded to write up job requisitions for each of the initial hires he thought SimChat needed to make. Jeb and Art glanced at his job descriptions and target salary ranges, and approved.

Elliot began to interview.

3.4 Q3 1996 (7/96 – 9/96)

3.4.1 Elliot fire 2/3 first engs (7/96)

After three months on the job, Elliot knew without doubt that Joe and Andy were weak engineers. In fact, they were two of the worst engineers he’d ever met. Both were supposedly “senior” engineers, making six figures. Neither was capable of moving the project forward in any serious way, especially given its highly ill defined, fluid nature. Elliot’s instincts had told him early on the two weren’t high-quality engineers; his first three months confirmed his suspicions.

Elliot had managed people for several years and in all that time, he’d had to fire just two people. A few other underperformers left on their own when he’d made it clear that he wasn’t satisfied with their work. While he certainly didn’t look forward to such situations, they were part of the job and something he felt like he had to do. 

He talked about the situation with Jeb one day.

“Jeb,” he said, “they just really aren’t cut out for an environment like ours, where so much needs to be defined. Maybe they’d be effective on a more mature product, but even there I have my doubts.”

“What about Tony?” Jeb asked, referring to the first engineer he and Art had hired in January.

“Tony’s fine. Good guy. Solid programmer. Not great design skills, but a good, solid programmer.”

“But Joe and Andy aren’t going to cut it?”

“In my honest opinion, no, they’re not.. I think we need to replace them.”

“Alright, it’s your call, Elliot. Call our contact at our outsourced HR company before you do anything, but go ahead.”

“I think it’s the right thing to do,” Elliot said, then went to his office to make the phone call. 

“It’s the right thing to do,” he repeated to himself many more times that day and over the next several weeks. Firing people was never easy, which was one of the reasons why Elliot did his very best to hire well in the first place.

3.4.2 SimChat gets first round (9/96)

In September, based on their sterling reputation for making investors money by helping take their companies public, Jeb and Art secured the company’s first external round of funding after just two weeks of fundraising. Charleston Rockley, a “full service” financial services firm offering both venture capital as well as traditional investment banking services “took the lead” and became the “lead investor.” This meant that Charleston Rockley set the valuation of the company by virtue of how much of the company they took for their investment. Alto Ventures, another “tier one” VC in Palo Alto, and Tiburon Capital, a smaller, boutique VC based in Sausalito also invested, following the valuation set by Charleston Rockley.

When the paper work was done, Art put out the company’s first press release.

Through the strength of their reputations, their world-class salesmanship, their possibly “discontinuity-causing” idea and the fact that they’d hired their initial Engineering team (Jeb and Art failed to mention that two of the four engineers were being fired), Jeb and Art raised the $5 million and gave up only a third of their company. That meant that they’d successfully convinced the VCs that they company was worth $10 million “pre-money” (before the $5 million investment) even before they had “real” office space or a fully baked plan, and well before they were even close to having a product. As Jeb often said, company valuation is tightly related to reputation, especially in the earliest rounds of financing.

Elliot didn’t fully understand how it all worked, but he was impressed and excited. He cranked up his intensity another notch. Thinking about his increased level of intensity, Elliot often found himself putting on his best British accent and imitating the brilliant line from the classic movie, “This is Spinal Tap” where the guy talks about why his amplifier is more powerful than other amps: “It goes to eleven.”

Once the money was in the bank, Jeb and Art began to take a salary, each having gone without for nine months. Jeb was relieved to be pocketing the $20,000 each month – Tina, his wife, hadn’t let up on her spending and he had a pile of bills mounting: Wilkes Bashford, Neiman Marcus, Saks Fifth Avenue, Tiffany’s, etc., not to mention several Visas and their American Express. Art, too, was happy to begin receiving his $17,000 each month. His sex life had been waning and he was convinced there was a correlation between how much sex he had and how opulent his treatment of his dates. He was looking forward to splurging again soon.

As would become their tradition, Jeb and Art celebrated closing the round of funding with a quiet dinner, cigars and an expensive single malt. Each man’s initial $350,000 investment was now worth north of $4.5 million. Jeb’s million options were worth another $2 million, while Art’s options were worth another $1.8 million.

3.5 Q4 1996 (10/96 – 12/96)

3.5.1 Xmas party (100k) (11/96) LV

SimChat’s holiday party in 1996 was scheduled for the third weekend in November. When he first heard about the party, Elliot knew immediately that Art had had a hand in the party’s planning. The man had style, Elliot had to give him that.

The company had decided to fly all SimChat employees and their spouses, significant others or dates to Las Vegas. Included in the trip for each employee was a nice dinner at one of the city’s many steak houses, a night’s stay in a junior suite at the Bellagio hotel, two tickets to the amazing Cirque Du Soleil show, “O”, at the hotel, and $100 in chips with which to gamble.

Elliot, having seen several of the other, traveling Cirque Du Soleil shows, was especially eager to see the “O” show. The show did not disappoint. Elliot was simply blown away, as he was at all of their shows, by the artistry of the show, and the athleticism and grace of the performers. He was particularly amazed at the intricate stage work in the “O” show, where the stage covers a large swimming pool and changes shape, size and depth throughout the show.

Like all SimChat employees, Elliot wondered how much such extravagance had cost the company (his guess was a very accurate estimate of $100,000), but tried to push the thought out of his head and to simply enjoy the amazing trip.

3.6 Q1 1997 (1/97 – 3/97)

3.6.1 No annual perf review (1/97)

In early December, a few weeks after the holiday trip to Las Vegas, Tony asked Elliot when the company was going to do its annual performance review. It was fast approaching Tony’s year anniversary with the company.

Elliot told Tony that he’d ask Jeb.

When Elliot asked Jeb about it, Jeb said he’d talk it over with Art and get back to Elliot.

Jeb and Art quickly decided that they should wait until after the company’s second round of funding, which they expected would happen by March the following year.

Jeb told Elliot. Elliot told Tony. Tony was pissed.

Elliot was at least able to get Jeb to agree that, when reviews did happen, Jeb would take into account that by March or April, Tony would have worked well over a year.

3.6.2 SimChat gets second round (3/97)

In early March, Jeb and Art prepared for a few weeks before going out for the company’s second round of financing. The first step was to figure out how much money to raise. Jeb had Art run the numbers. When Art came back with the figure, Jeb’s response was to snap, “You’ve got to be kidding!”

Art explained that with their present headcount and space, their existing run rate was already $400,000/month. And, he said, the hiring plans were aggressive, meaning their expected run rate would be as high as $1.2 million/month in less than three months.

“We just can’t go out and raise that kind of money, Art. Sure, we probably could get it, but we’d be giving away half, maybe even three quarters, of the company if we did. That’s a deal that no VC on the planet would want. They want us founders to keep enough equity – just enough, mind you – to stay motivated. No, I’m thinking, best case, we can get a pre-money valuation of around $75 million. That means we should be raising something like $20 – 25 million, max.”

Art knew that Jeb knew the fundraising side of the business cold. If Jeb said they should raise only $20 – 25 million, then that’s what they needed to raise.

Like all entrepreneurs, the two men wanted to raise money at the highest possible valuation in order to give away as little of their company as possible. It made no sense to slave away, working seventy-hour weeks for years only to make their investors wealthy, but not themselves.

Both men knew the key to getting the highest valuation possible was to present the company, it’s vision, it’s potential market capitalization, it’s people, it’s technology and it’s product in as positive a light as possible. Both men also knew that another key was to create a sense of urgency within the venture capitalist community. There was an art to teasing each VC along, making them worry that they were going to miss out on the Next Big Thing, while their competitor down the street was going to invest big time. VCs are a competitive bunch, and if properly leveraged, this can work to an adept entrepreneur’s advantage.

Art put the positioning and features and benefits slides together, and had Elliot put together a nice, vague multi-color “markitechture” slide. Jeb put the market sizing slides together as well as the financial plan highlights. At the end of a week of intense preparation, they were ready.

The following week, the two men masterfully leaked the fact that they were considering raising a Series B round. First, they made sure that the news made it to the VCs through channels, typically through well-respected industry insiders that they knew, and that were respected by the VC community. Second, they made sure that the VCs “discovered” that they were considering raising a round, not that they definitely were going to. Consideration implied that they didn’t actually need the money, which was something that acted like a magnet to venture capitalists.

In reality, of course, SimChat was desperate for another investment. But with VCs, as with the rest of life, perception is reality, at least for the perceiver.

By the end of that week, they’d received four phone calls and three more emails. The VCs were coming to them, just like they wanted. Jeb “reluctantly” accepted meetings with each of the VCs, stressing that they really weren’t sure if they were going to take more money, at least right away.

By the end of the third week, SimChat received three term sheets, the best of which was from Dave Simmons at Charleston Rockley. 

Charleston Rockley was the lead investor in the Series A round. The firm didn’t want to get diluted by a new lead investor since, generally, the amount of money raised in a Series B round is so great that even though valuations are higher, Series B leads typically get majority control of a company, ahead of the company that led the Series A round. Plus, amazingly, Series B preferences – the terms that dictated that in the event of a liquidation or sale, the Series B investors were to be paid off before any other investors and the return multiple that they needed to be paid before other investors saw any money – actually got better. Charleston Rockley wanted to maintain their lead position.

Charleston Rockley’s terms: An investment of $20 million at a pre-money valuation of $80 million. 

This meant that after receiving the investment, Charleston Rockley would own approximately 22% of SimChat. It also meant that the $350,000 investments made by Art and Jeb were now worth over $17 million each. In addition, Jeb’s million options were worth another $7.5 million, while Art’s 800,000 options were worth another $6 million.

The company’s lawyers hammered out the details with Rockley’s lawyers over the next month. When the deal was done, Art put out another press release.

3.6.3 Annual perf review delayed again (3/97)

With 25 million new Washingtons in the bank, Jeb and Art knew that their employees would soon be clamoring for the company to finally conduct its first annual performance review. 

After discussing it, Jeb sent his announcement via email to the company. It did not make him popular: the annual performance reviews and corresponding raises and bonuses would not happen until June, once the board had approved their updated financial plan.

3.7 Q2 1997 (4/97 – 6/97)

3.7.1 Burning money examples (4/97-6/97ish)

By spring, Jeb could hardly sleep more than four or five hours a night. It wasn’t just from stress, although he did feel the normal and significant stress of running a fast-growing startup. It was also from the sheer exhilaration of it all. He loved the game, it was that simple.

It was a wonderful way to live one’s life, he thought to himself and would often say to his closest friends. “Carpe Diem” – Seize the Day – the saying made popular by Robin Williams’ character in “Dead Poets Society” was one of his favorite sayings. It wasn’t just a bromide, either. It was a way of life for Jeb Rogers.

He’d just successfully closed a round of financing at terms that were, well, amazing. Sometimes he wondered about the VCs, about how easily manipulated they could be. All you have to do is push the right buttons and start a feeding frenzy. That’s what he’d done and he was still amazed at how easy it was for him. How amazing to be capable of making gold from a silver tongue.

Now, with over $25 million in the bank, Jeb was pedal to the metal growing the company. He’d given each of his hiring managers clear direction: hire to plan. He was pleased to see Elliot, however green, doing an excellent job building out the Engineering team, even if he, Jeb, didn’t fully understand what half of the people did to earn their salaries.

Jeb decided that in addition to hiring aggressively, it was time to spend money aggressively in other areas as well. He gave Art a huge increase in the marketing budget, including an unbelievable $500,000 for tchotchkes – silly little giveaways with the SimChat logo. Jeb especially liked the super balls with the embedded LEDs that blinked when the balls were bounced. He usually had one in his hand whenever he was walking around the halls at the office.

Jeb also decided to better supply the company kitchen. He had his assistant make the arrangements and a few weeks later, the kitchen was brimming with all manner of snacks, cookies, and even fresh fruit brought in daily by some service. At Jeb’s urging, Jeb’s assistant also arranged for a caterer to come in each day and make two or three different lunch entrees each day for the SimChat employees that were too busy to go out for lunch.

After receiving the second round of financing, Jeb arranged to have the Tuesday morning executive staff meeting catered. Each Tuesday morning, an enormous spread of fresh bagels, a variety of cream cheeses, fresh tomato and onion slices, and even fresh lox and whitefish was present in the center of the new mahogany board room table. In the event that any of it was left over, the leftovers were put into the kitchen for the rest of the SimChat employees to fight over like a colony of vultures picking over a roadside carcass.

When it was time for the first quarterly strategy offsite meeting after receiving the Series B money, Jeb arranged for the meeting to be held at the Fairmont Hotel in San Francisco. He rented the Swig Suite, a 6,000- square-foot suite on the top floor of the hotel, and the executive team held their meeting in the suite’s living room. During breaks, the attendees strolled out on to the deck offering a panoramic view of the city or played pool in the green-tiled billiards room.

Three months later, Jeb arranged for the April meeting to be held in Maui, Hawaii. Each member of his executive staff got a suite at the Four Seasons, while the few non-executive attendees shared suites. SimChat, of course, picked up the tab for airfare, the hotel and all meals.

SimChat’s headquarters also began getting a facelift. Each elevator well received a monstrous – both in terms of size and, according to many employees, the quality of art – painting. As well, each elevator well received a unique pair of highly artistic, highly non-functional designer chairs, completely unusable by humans. At one point, the rumor around the halls was that the price tag for outfitting each floor was a staggering $10,000.

Oak tables became glass tables. Glass tables became mahogany tables. $100 pleather do-it-yourself office chairs from Office Max became $1000 mesh Aerons. Old, worn carpeting got replaced with newer, fancier, highly stylized carpeting.

And, still, SimChat had no product, no customers, no revenue.

3.7.2 Hiring spree (4/97-7/97ish)

The first thing Jeb did once the Series B money was in the bank was buy a new black Mercedes SL 500 for himself and a white convertible Jaguar coupe for his wife. 

The second thing he did was walk down the hall to Elliot Sansome’s office. His message to Elliot was clear and concise: Hire.

“We have the money in the bank, Elliot. Spend it. The VCs didn’t give it to us to save, to have it sit in the bank. They want us to use it to grow and get the product to market. So, hire hire hire. I don’t ever want to hear that you couldn’t keep to your schedule because you didn’t have the people, okay?”

“Okay,” was all Elliot could manage.

~~~~~

Over the next six months, Elliot did almost nothing but recruit. He easily spent over half of his time working with his recruiters, and screening and interviewing candidates. He spent most of the rest of his time training all of his newly hired employees.

Most weeks, he had two or three new hires starting on Monday. After a casual first day getting to know their surroundings and filling out the necessary human resources paperwork, all new hires spent over twenty hours over the remaining four days of their first week in meetings, where Elliot walked the new hires through topics including the overall system architecture, the various third-party software components used, the group’s coding conventions, the purpose of each of the various shared machines, etc. Consistently, new engineers left after their first week of work with their brains spilling over with material, heads hurting.

After their first week, all new hires were assigned “buddies,” members of the technical team that had been with the company for six months or more.

Within two months, the senior people were “buddies” to so many new hires that employees with as little as two months’ experience were made into “buddies.”

Elliot did his best to stay up with the details of the product’s coding, but just didn’t have the time he needed to keep up fully. Even still, a full six months into their growth spurt and with over 60 people on his team, most of the code in the system was still Elliot’s.

3.7.3 Elliot’s Org (4/97-7/97ish)

Four months after the Series B round, Elliot had 62 people within his organization.  He had responsibility for all software development, quality assurance, product management and technical writing.  Product Marketing was within the Marketing organization, which was unfortunate but bearable, Elliot thought.  Technical Operations and Technical Support were within the Operations organization.  That he didn’t have these responsibilities, on the other hand, was very fortunate, he thought, thinking of the thankless nature of the work in these areas.

Elliot had given careful thought to how to organize the responsibilities within his organization.  In many past projects, he’d used a fairly classical “front end” / “back end” split, with programmers responsible for the user interface or UI – everything the user sees – on one team, and the database and server programmers responsible for everything the user doesn’t see on another.  But the particular application being developed at SimChat – the technology, the need for highly specialized human modeling expertise and the particular people involved – was different. And so Elliot adapted.

Elliot organized his software development group into seven teams. Engineering was divided into the HBML team, the CML team, the Designer team, the Runtime Engine team, the Network and Security team, the Applications team, and the Usability team.  He also had separate teams for Quality Assurance, Product Management and Technical Communications.

The HBML team – HBML stood for Human Body Markup Language – was responsible for creating a markup language to describe external human anatomy and physiology.  Of course, given the focus at SimChat on simulated chat, their focus was from the waist up, especially the head and face.  Formally, this team was responsible for creating and documenting what was called an XML document type definition, or XML DTD, sufficiently general-purpose that it could be used to realistically model the human head and face. 

Elliot had heard about this exciting new technology, XML, a platform and application independent extensible markup language, and was eager to try it out. XML was developed by the SGML Editorial Board of the World Wide Web Consortium, which presented the initial XML draft in 1996 at a conference in Boston. Elliot had tracked the Consortium, which was founded in October of 1994 by Tim Berners-Lee, the inventor of the World Wide Web.

The CML team – CML stood for Communications Markup Language – was responsible for creating a markup language to describe what a simulated person should say, as well as where to put particular stresses, pauses, etc. Like the HBML team, this team was responsible for a single deliverable – a formal DTD for their area.

The HBML and CML teams worked very closely with the Runtime Engine group, which was responsible for the code which, given an HBML document and a CML document, would actually render the simulation.  Because this was the team with the hard-core programmers, this team was sometimes called the “server team” or “kernel group” within the company, a nod to the software development teams building the database kernels at company’s like Oracle, IBM, Sybase and Informix. The runtime engine programmers were the only ones in the company that programmed in C++.

The HBML team also worked very closely with the Designer team, which was responsible for the application that allowed a user to specify their Human Body definition. The Designer was essentially like a computerized police sketch application, where the user could rifle through a large variety of eyes, noses, mouths, cheeks, chins, foreheads, ears, necks, and hair styles as well as apply all manner of “special effects” like changing skin color or adding or removing birth marks or various kinds of acne. Elliot hoped that future versions of the Designer would allow users to upload and “blend in” digital photographs of themselves.

The Network and Security team worked on the network communications issues involved with sending HBML and CML as well as software updates over the Internet. In many ways, this team’s work was quite similar to the work at an anti-virus company, where virus definitions and software updates need to be securely updated over the network. The team members on this team all came from Symantec, McAfee (Network Associates) or Trend Micro.

The Applications team was responsible for writing all applications needed internally by SimChat personnel, such as a simple customer support application and an integrated subscription-based billing application. The Apps team was a huge drain on Elliot’s organization, with a dozen programmers and a half a dozen QA engineers working on these internal applications. Elliot had argued against writing custom apps, but Jeb didn’t want to spend the money on a packaged CRM application or billing system.

The Usability team – sometimes called the HCI, or Human-Computer Interaction team – was responsible for making sure that the SimChat player, the SimChat designer and, to a lesser extent, the SimChat internal support and billing applications, were simple and intuitive to use as well as visually clean and elegant. This team did little or no programming, other than to build mock-ups, but held the critical role of ensuring that the software built by the other teams was not just a technically cool bucket of bits, but also presented a truly wonderful user experience.

Elliot spent a great deal of time thinking about his organization and how it was organized. Did each team have a clear purpose and a set of clearly defined deliverables? Did any of the teams overly rely on each other? If so, it was a sign that something was probably not right and needed to be tweaked. He tried hard to make his people emotionally connect to the product as a whole, not just their piece or small team, since he wanted to be able to move people around as necessary for the good of the project and needed his people to stay fully engaged and motivated even after they got a new assignment or area of responsibility.

Although he had never had responsibility for such a large group, Elliot was rising to the challenge. If asked, Elliot would have credited his success to the fact that he listened and observed well, determined the most critical things that needed fixing and then found a way to fix them. He joked to himself that managing was like that old shampoo commercial. Lather. Rinse. Repeat: Find problem. Fix problem. Repeat.

3.7.4 Perf Reviews 1 (6/97)

In June, it was finally time for SimChat’s annual performance review, raise and bonus cycle.  By this point, Tony and a dozen more employees had worked over a year and a half without any kind of performance review, raise or bonus. Elliot himself had worked at the company for fourteen months.

Jeb and Art decided to use a “360-degree review program,” where each person would be reviewed by his or her manager, his or her direct reports (if he or she was a manager) and by five other people within the organization that could be considered peers. That year, most managers wrote a minimum of eleven reviews, which took most the better part of two weeks.

Having recently received the $25 million Series B financing, Jeb and Art gave themselves nice, fat 20% raises, and even nicer, fatter 30% bonuses. Most of their direct reports also received nice raises, which averaged over 10%, and sizable bonuses ranging between 5 and 15%.

When Elliot received his raise and bonus – a 14% raise and a 15% bonus – he thanked Jeb appreciatively. He also asked in what ways he could improve. Jeb, honestly not really knowing much about how to assess the talent, capabilities and accomplishments of Engineering personnel, had nothing concrete to offer. His best attempt at advice was that Elliot had to “lighten up about how hard things are, especially if you’re ever in front of any VCs.”

Elliot wasn’t sure how to interpret Jeb’s comments, but he had a pretty good idea.

3.7.5 Betsy: only <= 7-8 mos $ (6/97)

Jeb’s first personal hire after SimChat received it’s Series B funding was Betsy Raskin, the company’s new controller. Jeb needed someone who could work with a bookkeeper to upkeep the company’s financial records – its “books” – in QuickBooks, watch the company’s cash flow and administer the company’s accounts payable and accounts receivable. Jeb was confident enough in his and Art’s fundraising abilities that he did not need to hire a Chief Financial Officer. Besides, Jeb knew that CFOs typically received 1-2% of a company’s equity after all rounds of private financing. There was no way he was giving up that kind of equity. He’d hire a CFO six months or so before they intended to go public, just like he had done at his previous two companies, and was done at dozens of other pre-IPO companies.

On a particularly bright and sunny day a few weeks after she’d started at the company, Betsy knocked on Jeb’s door. Her mood was anything but bright and sunny.

“Hi Betsy. What’s up?”

“Got a minute?”

“Sure. Come on in.”

“Thanks. Listen, I’ll get right to the point. If you weren’t already planning on it, you and Art need to get out there and raise another round of financing pretty quick. We’ve got another seven or eight months’ worth of money, max. Our expenses have just skyrocketed in the past six months or so, with all the hiring.” And with all the ridiculous spending that’s been going on, she wanted to add, but didn’t.

“Really? I thought we were good for at least another year, maybe even eighteen months.”

“Nope. Remember, we owe another two payments on the building, plus our hiring plan still calls for another 20 new people this month alone.”

Jeb wasn’t particularly surprised that he was off on the numbers. He never really did track the cash side of things closely. But he was surprised at just how far off he was. Seven or eight months were more than enough time for Jeb and Art to raise money, he thought to himself, but they had better get moving.

“Thanks, Betsy. I’ll talk to Art about this tonight. We’ll get things revved up and probably start going out as early as week after next.”

“Ok, thanks boss. See you later.”

“Alright. Let me know if you find any kind of error in your model, okay?” Jeb was hoping Betsy would find something as simple as an error in an Excel formula that, once fixed, would reveal that the company, in fact, had more money than she’d thought.

Two days later, Betsy did in fact find an error in one of her spreadsheet formulas. After correcting the error, Betsy saw that the company in fact really had only three to four months’ worth of money.

Betsy told Jeb, who screamed at her like the situation was somehow her fault.

3.8 Q3 1997 (7/97 – 9/97)

3.8.1 Start of 3rd hunt / decide hire VPE (8/97-9/97)

Within a week of receiving Betsy’s news, Jeb and Art re-worked the company presentation a bit and hit the road. The Series A round happened blindingly fast based on the two men’s reputations. The Series B round was primarly defined by their mastery of the fundraising process. Raising the company’s third round of funding would turn out to be considerably more painful.

Dave Simmons at Charleston Rockley made his position clear when they’d called him. Since he’d been the lead investor in both previous rounds, they of course called him first. Simmons’ response was terse and to the point: Charleston Rockley wasn’t going to lead another round, but would participate when SimChat found a lead for the Series C round of financing. Simmons hammered home his opinion that after more than $25 million in investments, the company damn sure should have had a production product by now.

Alto Ventures, a Series B investor behind Charleston Rockley had a slightly harder-edged message: You’re not getting more of our money until you ship a production product. “Call us when you ship GA” they’d said, referring to a product’s General Availability date, the point at which customers could actually be charged money for the product.

After a half a dozen more initial visits to various Sand Hill Road VCs, Jeb and Art were able to read the writing on the wall: they needed a product. And given that they had absolutely no idea on how to do that, they came up with the next best thing. The executives agreed that Elliot Sansome was just too green and that what the company needed was an experienced VP of Engineering that would have credibility with the VCs and show that they were serious about getting the product out the door.

3.8.2 Jeff Decides to Try Startup Life (9/97)

In August, Jeff celebrated his seven-year anniversary at Sol Computing. The next day, a Saturday, was a crisp, sunny, fall day and Jeff walked around the M.I.T. campus, as he often did when he wanted to think. He was in a reflective mood.

I’ve seen acquaintances and even a few friends hit it big, Jeff thought.  Why not me?  Some tall, goofy looking kid hacks up a simple program while at college and suddenly becomes a multimillionaire celebrity.  Why not me?  Even friends at other large companies had done well.  Why not me?

Jeff had read enough about startups to have that tingling, dreamy feeling when he thought about it.  After 24 years as a loyal company-man at just three companies, he hadn’t “struck it rich” or “hit it big.”  Oh, sure, he’d made a good living, received decent salary increases along the way, even received good-sized bonuses.  But never the big money.  Although DEC and Sol had employee stock purchase plans (ESPPs as they were called), the stock prices of the companies had stagnated while he was at each company.  He had sold his DEC shares right after leaving, in order to afford his and Ruth’s new Mercedes S500 as well as their first class trip to Hawaii. And as a slap in the face, DEC’s stock began to rise almost immediately after he exercised and sold his options. As a return slap in the face, Sol’s stock price began rising after he, yep, exercised and sold his Sol options in order to put a down payment on his and Ruth’s new 5,000 square foot home.

No doubt about it.  Jeff had the itch.  He wanted a shot at the big money.  He wanted to get in on the ground floor at a small startup, own lots of shares and become an instant multimillionaire when the company went public.  Like most people drawn to startup life, Jeff was lured by the shot at big dollars.  He had the itch all right, but it was an itch that only dead presidents – lots of ‘em – would scratch.  Jeff hadn’t been introspective enough to realize this.  He wasn’t driven by a desire to grow a company, to make a difference or to build great products.  He wanted to be rich.  Simple as that.  A motivator, sure, just a potentially hollow one, and one that often leads to disillusionment if unfulfilled. Or, for that matter, even when fulfilled.

~~~~~

Once he’d made up his mind, the execution of things was easy.  After all, he was married to a recruiter.  He had met Ruth while at Digital Equipment Corporation back in 1985.  She was a high tech recruiter working with some of Jeff’s peers at DEC.  When he was hired as a Development Manager, Jeff needed to hire his software programming team and his new peers recommended Ruth to him.  They met and discussed Jeff’s positions. 

The two also started dating.  A month later, they were married.  A short Justice of the Peace service at the local courthouse did the trick since neither wanted to take time off from their careers.  Both saw their self-worth coming from their work, not from their relationship or their marriage.

Ruth had been the one that pushed him to move from DEC to Sol.  You’re not going anywhere, she’d say.  You’re not on the fast track, she’d say.  Their stock is as flat as my chest, she’d said more than once.  So Ruth shopped Jeff around and he got a job as a Director of Engineering at Sol Computing. But even that hadn’t worked out particularly well. Not career-wise for Jeff or financially for the couple.

In the fall of 1997, Ruth pushed Jeff again, this time to Silicon Valley, California. Silicon Valley was where they wanted to be, she convinced him.  Jeff needed to be there since that’s where the real “action” is for software development, especially concerning the Internet.  Ruth needed to be there because “action” translated into candidate churn, which translated into lots of business, which translated into lots of lucrative placement fees.

And so Jeff and Ruth Young headed to the region famous for its pleasant climate, skyrocketing real estate prices, worsening traffic and, of course, for being the hotbed of technology advancement.

Less than a week after landing in San Francisco and finding a temporary apartment on the peninsula, Ruth found out about a hot new startup, SimChat, that had recently landed a $25 million Series B round of financing and was in the midst of a serious growth spurt. It wasn’t hard for her to convince the company’s CEO that she was good at her job and that Jeb and his hiring managers should utilize her services. Especially since she was willing to work on a contingent basis, and wasn’t demanding an exclusive, retained arrangement, even for the VP of Engineering search the CEO had told her was open.

Ruth presented Jeff to SimChat as her third candidate. Both Ruth and her candidate knew from experience that hiring managers rarely hire the first few people they interview, even if qualified.

3.9 Q4 1997 (10/97 – 12/97)

3.9.1 SimChat Hires Jeff (10/97)

Elliot walked across the long hallway that separated the two sides of the building that housed SimChat’s offices.  Engineering, Quality Assurance, Product Management, Technical Writing and IT were on his side of the building, while the executives and the Sales, Marketing, Professional Services and Customer Support groups were on the other. Crossing through the atrium between the two sides, Elliot turned left, then right and made his way along the back wall – “power alley” as he thought of it – to Jeb’s office in the southeast corner of the building.

Jeb’s executive assistant, Allison, did her job and intercepted Elliot before he was able to knock on Jeb’s door.

“He’s on a conference call.  He said he’d be off shortly.”

She motioned to a small sitting area just outside of her cube and down the wall a few yards from Jeb’s door.  Elliot reflected on the fact that Jeb actually had a need for a waiting area.  Twenty frustrating minutes later, Elliot had experienced first-hand what many before him had.  Finally, Jeb opened his door from inside and motioned to Elliot to enter his office.  No apology was offered, and Elliot didn’t have the nerve to say anything, just like so many visitors before.

Jeb’s office was huge.  Elliot wasn’t very good at estimating space, but according to his mental calculations, the office was at least twenty feet by thirty feet.  He could see the private bathroom – but not the shower inside of it – from where he stood.  Jeb had an enormous mahogany desk with a black leather executive-style chair behind it, and two smaller, low-back chairs in front of it.  Closer to the door, Jeb had a round meeting table, several inches wider in diameter than those of other managers.  Near the window, Jeb had a U-shaped arrangement of a leather couch and two leather seats facing each other on either side of the couch.  Elliot had heard rumors that the couch and chairs had cost as much as $10,000.  In reality, the rare ostrich leather couch cost that much alone, something only Jeb and his assistant Allison knew.

As the two men sat in the “living room” which is the way Elliot thought of it, Elliot noticed the small Zen sand garden, miniature Bonsai tree and stone fountain on Jeb’s desk.  Other than an ultra thin 2.5-pound notebook computer and a black and white photograph of Jeb’s stunning wife Tina, there was nothing on the desk.

Jeb knew the effect his office and its furnishings had on people, even long-time employees – after all, he designed it for exactly that purpose – and so he waited patiently for the ten seconds or so it took Elliot to take everything in.

“Good to see you, Elliot.  Everything going okay?”

Elliot had repeatedly tried to tell Jeb that there were major problems with the schedule and even bigger problems with performance, but he suspected that Jeb wouldn’t be any more responsive now than he’d been in the past.

“Yeah.  We’re making steady progress,” Elliot hedged.

“Good. Good.  That’s good.  You know, the Board and I hold you in very high regard around here.”

“No, I didn’t know.  Couldn’t tell, actually,” Elliot wanted to say. He remained silent.

“We really appreciate all of your hard work, you know.”

Again, Elliot held his tongue.

“I wanted to talk to you about something.”  Before Elliot could respond, Jeb continued, “As you know, we’re in the process of raising a third round of investments from venture capital investors.  It’s very exciting to get further validation from the outside, plus get the funds necessary to further expand the company and hire more people,” Jeb spun.

Elliot wanted to scream, “But, why?!  It’s not even clear the technology is viable as a product!”  But he held his tongue again.  “Yes, sure,” was his reply.

“Yes, well, investors love to see the kind of cool technology you and the guys are building.  They love the idea of a technology like ours that will cause a discontinuity in the marketplace.”

Jeb paused briefly for Elliot to appreciate the compliment he was trying to pay.  Elliot was too busy waiting for the other shoe to drop.  He knew what the next word was going to be.

“But,” Jeb continued as Elliot, for guessing correctly, gave himself an imagined point with an imagined motion of his finger downwards through the air, “what they really invest in is teams.  People.”

“Uh huh,” was all Elliot could manage.

“I’ve raised a lot of money for a number of companies, and the one sure thing I’ve seen is the need for a seasoned VP of Engineering.”  Actually, Jeb knew that even more than that, they wanted to see a veteran CEO like himself, but in a rare moment of humility he didn’t bring this up with Elliot.

Jeb continued.  “They want to see some “gray hair” if you know what I mean.  Not literally necessarily, but definitely figuratively.  Someone who’s ‘been there, done that.’  Led large teams.  Put processes in place.  And so on.  You get the idea.”

Elliot nodded because, frankly, he had no idea what to say.  Jeb was happy to see Elliot’s head move in apparent understanding because, frankly, Jeb didn’t really know what a VP of Engineering did and didn’t want to have to try to list all of the things that a supposedly seasoned person would bring to the table, and that Elliot was supposedly lacking.

“So, as part of preparing for our upcoming fundraising efforts, I’ve been looking for someone who’d compliment you and the team.  Someone with a ton of experience  on his resume and who’ll serve us well with prospective investors.  I’ve interviewed a few candidates and I think I’ve found the guy.  Out of Bell Labs and DEC.  His name is Jeff Young.”

Elliot wondered wryly how on earth Jeb Rogers conducted meaningful interviews with VP of Engineering candidates.  What would they be able to talk about?  How could Jeb think he was even remotely capable of assessing their skills? Hell, Jeb and Art hadn’t asked him a single technical question when he had been hired and hadn’t even had their existing engineers interview him.

Jeb was reaching for Jeff Young’s resume and didn’t notice the unintentionally leaked look of disdain on Elliot’s face.  When he turned back to Elliot, Jeff handed Elliot the resume and said, “He’ll be here 9 a.m. tomorrow.  I’d like for you to meet him.”

Elliot noticed that the resume was printed on eggshell colored 70-pound stock. Fancy Schmancy.  He disliked Jeff Young a little bit already.

As he was leaving Jeb’s office, Elliot realized that Jeb had said, “meet”, and not “interview.”  Apparently, it was a fait accompli that Jeff was coming on board.  Elliot disliked Jeff Young even more – and he hadn’t even met him yet.

~~~~~

Elliot arrived at work at 8:45 a.m. the next morning.  Few of the other engineers came in that early, so he figured he’d check his email for anything urgent and then head down to the lobby at 9:00 to wait for Mr. Jeff Young.  At a few minutes to, he stated to head out when a tall, blonde hair, blue eyed gentleman walked up to his office.

“Hello, you must be Elliot.  I’ve heard a great deal about you.  Jeb gave high praise for your technical abilities.”

A bit on edge from the idea that Jeff knew more about him than he knew about Jeff, Elliot replied, “Hello.  Yes, I’m Elliot.  I’m guessing you’re Jeff.”

“The very same.”

Before Elliot could say anything else, Jeff started to move away from Elliot’s door and down the hall.  “Come with me,” he said as he motioned for Elliot to follow him.

Jeff led Elliot a few doors down to the corner room.  The room was used as a sort of “lounge” for the programmers, with bean bag chairs, a ping pong table, a foosball table and a large refrigerator stocked with caffeinated beverages.

Sometime overnight the room had been transformed into an office.  Jeff’s office, apparently.  

Jeff walked around behind the desk and motioned for Elliot to sit down in the chair in front of the desk. Elliot definitely disliked Jeff Young.  Now more than just a little bit.

“Jeb told me that you might like to interview me.  So, feel free.  Shoot.”

Elliot had no illusions that this was an interview, as Jeff had smoothly put forth.  An hour later, Elliot was tired of answering all of Jeff’s questions, and he realized that it had, in fact, been an interview.  Of him, by Jeff.

Jeff Young was hired as SimChat’s Vice President of Engineering later that day.

3.9.2 Elliot ramps Jeff up (10/97)

Over the next month, Elliot dutifully spent several hours each day briefing Jeff on all manner of things – the overall architecture of the software, its major components, the developers on the team and their strengths and weaknesses, the schedule, their development environment and tools, their processes.

It was difficult to have as much as two hours taken out of each work day and still perform all of his job duties.  All it meant was two hours added to each already-long day.  But Elliot did it willingly, optimistic that Jeff could add real value to the company and hoping that Jeff’s presence would make fundraising go quickly and smoothly.

Elliot also shared with Jeff his many concerns about the schedule and the sheer magnitude of everything Jeb had insisted go into the product’s very first version. He hoped that Jeff would be more capable than he’d been in convincing Jeb to listen to reason so that a more manageable, doable “V1” could be defined.

3.9.3 SimChat VC visits (w/ Jeff) trying for third round (10/97 – 11/97)

On Jeff’s fourth Monday, Jeb, Jeff, Elliot and Katherine Monroe, SimChat’s Director of Marketing, entered the plush offices of Bucknell Partners, a tier one venture capital firm.

“Hello. May I help you?”  Asked a twenty-five year old, blonde bombshell of a receptionist.  Jeb couldn’t help wonder how she could breathe with her sweater so tightly stretched across her ample chest.  Katherine, an attractive woman in her own right, found herself sneering at the tramp.

“Hello.  We’re here to see Richard Clarkston.  He’s expecting us.”  Then, realizing that Bucknell Partners probably had dozens of firms visiting each day, Jeb added, “I’m Jeb Rogers from SimChat.” It was a rare case of Jeb realizing that, although he might be the center of his own universe, he wasn’t necessarily the center of Clarkston’s universe.

While the receptionist called Clarkston to inform him of Mr. Rogers’ arrival, Jeb couldn’t take his eyes away from her bosom.  They really were enormous, he thought, day dreaming what it would be like to nuzzle in between them.  Would he suffocate?  Would he bounce around like a ping-pong ball inside of a bingo wheel?  Would he…

“He’ll meet you in the conference room right across the hall.”  The woman motioned with her arm to the large oak doors across from her desk, experienced in ignoring men staring at her breasts.

“Thanks very much,” said Jeb.  And with that, the SimChat team shuffled into the conference room.  Jeff, Elliot and Katherine sat next to one another, plugged in their laptops, and made sure that they could share the cable to the overhead projector.

While everyone was getting settled, the receptionist with the gravity-defying chest popped her head in and asked if they’d like anything to drink. Perhaps some water?

For a cold shower, she thought to herself, not for the first time.

They said yes. Like they always did. Jeb primarily because he wanted to have an excuse to have her come back into the room. Like they always did.

The woman delivered four glasses of water a few moments later.  When placing Jeb’s glass in front of him, she decided to have a little fun at his expense and brushed against his shoulder.  He could feel her jiggle.  She could see him shift uncomfortably in his chair.  Mission accomplished, she left the room.

A few moments later, Richard Clarkston walked in.  The first thing Elliot noticed about Clarkston was his mane of perfectly coiffed, white hair.  Not gray, but blinded-by-the-snow white. The second thing he noticed was that Clarkston was not carrying a pad of paper – or anything else for that matter – with which to take notes.

Jeb’s attention went to Clarkston’s wardrobe.  The $3,000 Zegna suit.  The $895 black alligator Johnston & Murphy SOMA shoes. The $15,000 gold Oyster Day-Date model Rolex. Impressive.

“Let’s get started,” directed Clarkston.  “Why don’t we start with introductions?  Who each of you are.”

Jeb went first.  After a ten-minute self-aggrandizing filibuster, he grudgingly turned the spotlight to the others.  Aware of their relative lack of importance compared to Jeb and all being sensitive to moving the meeting along, Jeff, Elliot and Katherine gave only brief biographies for themselves.

Clarkston immediately wondered why both the company’s Vice President of Engineering and Director of Engineering had come to the meeting.  He asked Jeff to provide him with an important piece of information on the topic.  “I’ve only been with SimChat for a few months,” Jeff answered with a sinking feeling in his stomach.

“Go ahead, pitch away,” invited Clarkston, having already made his decision not to fund SimChat.  Even when deciding against funding a company, Clarkston figured that it was still always worth sitting through pitch presentations. You never knew when you’d learn something new or hear about some technology – or person – worth knowing about. Clarkston suspected this Elliot Sansome guy might be one such person; He was already pretty sure Jeff Young was not.

Katherine began going through the Power Point slides.  Though good at her profession and doing a good job in the meeting, Jeb kept interrupting until she felt like she was doing nothing more than clicking the mouse button to move forward through the slides.  As frustrating as it was to have Jeb interrupting, it was even more frustrating because he seemed to be “off”, distracted.  Remembering the blonde bimbo at the front desk, Katherine realized the likely reason.  Oh well, she thought.  There’ll be dozens more of these meetings. I just hope he’ll realize why the meeting went poorly and have some self control next time, she thought.

When the product architecture slide came up, Katherine hesitated and looked at both Jeff and Elliot.  They hadn’t discussed who was going to lead the technical discussion.  Amateurish, she thought.  It was something to get figured out for future meetings.  Noticing her discomfort, Jeff piped up and provided his value-add to the meeting by saying, “Elliot, why don’t you walk Richard through the product architecture.”  

Elliot dutifully did so.

Sixty minutes later, as expected, Clarkston politely indicated that Bucknell Partners would not be funding SimChat.  After recommending a couple of tier two and even a few tier three venture firms, he excused himself from the conference room.

“Well, we’ll get better at this, gang,” Jeb attempted to console his team. “We’ve got Silverfish and Tim Hathers tomorrow and Springboard and Youngblood Capital Partners the day after.”

Katherine winced at the distribution of the blame, sure that if had things gone well no equivalent distribution of praise would have been forthcoming.

The team quickly unplugged and packed up their laptops and headed for the door.  On the way out, Jeb deftly handed the receptionist one of his business cards that had his home phone number written on the back.

Once Jeb had passed through the doors and was around the corner, the receptionist flipped the card into her wastebasket with all the others.  What a schmuck, she thought.

~~~~~

The following day, the SimChat team visited Silverfish at 9:00 a.m. sharp.  Katherine and Jeb did a bit better presenting the slides and there was no hiccup in the hand off between Katherine and the technical guys.  Jeff had caught Katherine on the way to the car the night before and suggested that they plan on doing the hand off going forward just as they had done for Clarkston at Bucknell.  So, at the appropriate point in the presentation, Katherine looked to Jeff when the architecture slide came up and Jeff asked Elliot to explain things.  Katherine wanted to tell Jeff how ridiculous it was to do things this way, but didn’t.  After all, he had a VP title, she was only a Director; there was no question who had “standing” within the company. Elliot, too, thought the double hand off was stupid.  It was so frustrating to have hired Jeff for the very reason of raising money, and then watch as he brought almost no value to the meetings.

The two partners at Silverfish indicated that they were interested in the company and would get back in touch.  Elliot, Katherine and Jeff were naïve enough to interpret this as good news.  Jeb and Art were experienced enough to know that the Silverfish partners were just less willing than Richard Clarkston had been to be direct about their lack of interest. He fully expected to get a voice mail or an email from one of the Silverfish guys in the next few days indicating that they’d changed their minds, and that Jeb should keep them in mind for a later round of funding.

The email message – all of two lines long and completely in lower case – was waiting for Jeb when he returned to the office later that afternoon.

~~~~~

After a five-minute drive down the road – The Road – Sand Hill Road – Jeb and company arrived at the office of Tim Hathers.  Hathers was a retired VP of Marketing who had started his own small venture fund.  The fund wasn’t large, but Hathers was well connected, which was critical in an interconnected industry, where who you knew mattered even more than how good your products were, how many customers you had or how much money you were making.

When Hathers came out to greet the SimChat team, Jeb and Tim gave each other a warm, firm handshake, complete with double forearm grabs.

“Good to see you,” Hathers said warmly to Jeb.

“Likewise. You’re looking good, my friend,” Jeb replied.

Hathers led the squad back to one of the conference rooms and while they were setting up, grabbed a bunch of Diet Cokes for the meeting. When he returned, he popped the top of one of the Diet Cokes and motioned to Jeb and the others that the other sodas were there for them. Jeb grabbed one for himself, as did Art and Jeff. Katherine and Elliot declined.

As in previous meetings, Katherine and Jeb co-presented the slide show. Again, there was the Katherine to Jeff to Elliot double hand-off. Again, they didn’t succeed in exciting their prospect.

Hathers thought of himself as a guy that got lucky, being at the right company at the right time. While he thought of himself as smart and talented, he had no illusions that he was that much smarter or more talented than others that hadn’t been lucky enough to be at Netscape when it went public in the summer of 1995. As such, he made a point of trying to share the benefits of his knowledge and experience with upstart companies like SimChat. Especially when he knew the CEO as well as he knew Jeb Rogers.

“Thanks for the presentation. Some impressive stuff there, although I’m going to pass on investing,” Hathers said to the SimChat team.

Jeb and Art remained stoic. Jeff and Katherine tried to follow suit and were mostly successful. Elliot, less skilled in the art of maintaining appearances, couldn’t hide his frustration.

“The technology you describe seems excellent, assuming it works. Elliot, I assume you’re responsible for that, so you should be very proud.”

Elliot looked up and a small spark of pride and a surge of positive energy pulsed through his body.

“So Jeb, everyone, I have three main comments for you. The first one is aimed at you both, I guess,” Hathers said motioning at the two Engineering representatives in the room. “Elliot, as impressive as what I heard is, it’s really only impressive if it works, as a real product. So keep at it. But, guys, there’s just no way I’m going to fund a third round for you guys when you don’t even have a product yet. Maybe you’re aiming too high for your V1. Maybe there’s some way you can simplify or focus the application of your product so that you can wrap up a version and get it out the door. The big bang theory might be the way we all came into this world, but it’s almost always the wrong way to bring software into the world.”

Elliot took Hathers’ wise point that only real, finished, shipping products in the marketplace are impressive, or at least can be. Technology in the labs may sound great, but it never matters until and unless it’s available for sale, and for that matter, actually sold. Elliot was also happy to hear someone he hoped Jeb, Art and Jeff would respect suggest simplifying the development task at hand so that it was more manageable for a version one. This was something he’d been pushing for, unsuccessfully, all along.

“The second thing is directed at Katherine and Art, but also primarily at you, Jeb. I just don’t see the consumer market for this. Yeah, I get that there’s nothing like it and so it’s hard to apply traditional market sizing approaches, or even do really meaningful market surveys. Maybe I just don’t get it, but I just don’t get it. I don’t see people wanting this stuff enough to install and configure everything on their PCs just to casually chat with one another. At least not if you’re selling it direct to consumers. Maybe… maybe… I could see it work if you sold through, say, AOL or existing ISPs that have existing relationships with their customers, but even then I don’t know. Like I said, maybe I just don’t get it.”

Hathers continued, swept up in the moment. “Now, if you were in here talking about a B2B play, how this is better than existing video conferencing and teleconferencing for meetings, how it could reduce T&E expenses by allowing certain meetings to happen over the ‘Net instead of in person, then I’d say you were on to something.” B2B stood for “business to business,” which meant Hathers thought SimChat should be selling to corporations, not individual consumers. T&E stood for “travel and entertainment” – a huge expense line item for most companies.

“I’d be talking about how most companies would love to use video conferencing to allow employees in different locations to ‘meet’ without traveling to one location or another.  About how most companies spent hundreds of thousands or even millions of dollars in travel expenses.  I’d be talking about the trend that clearly shows people wanting to work more from home and how video conferencing would allow them to participate in meetings without having to go into the office. Certainly, compared to simple phone conferencing, video conferencing provides a much richer experience for all involved.”

“You could talk about how all existing videoconferencing solutions on the market are based on the obvious – sending video streams between locations.  You could explain that this is both technically simple and technically hard at the same time in the sense that it’s pretty simple to digitize images and send them over phone lines, but that there’s a huge problem: video images contain a great deal of information – more than the equivalent of 175 pages for just five minutes of high quality video in a window the size of a postage stamp. You could explain how, given this fact, it is currently impossible to send full screen, high quality video in real-time over today’s phone lines and that existing video conferencing vendors try to get around this by reducing the size of the video screen, reducing the quality of the video, or both, so that there’s less information to transmit. Either way, today’s videoconference experience is lousy. Yours would be better quality, full screen, and so on.”

“Anyway, those are just some of my thoughts. Occupational hazard and all that.”

“Finally,” Hathers added, turning to face Jeb, “I haven’t even seen your financials yet, other than your one Financials Highlights slide. But, I’ve got to say, I expect you are being really reckless with your spending. I mean, come on, you’ve probably burned through, what, almost $25 - 30 million already. That’s just too much. I strongly recommend you take a good hard look at your spending and work to get it back in line.”

Jeb was not thrilled to hear such direct criticism in front of his team, but remained quiet.

“Well, that’s it. Like I said, you have some really impressive stuff here if you can productize it. And, Jeb, if you can get your spending in line and get some early customer success, come back and see me, alright?”

A flurry of handshakes and five minutes later, the SimChat team was alone in the conference room, packing their briefcases and getting ready to go.

“Don’t be discouraged guys,” Jeb tried. “For a former marketing guy, I’m a bit surprised that Tim doesn’t see the huge potential for what we’re doing. But that’s alright. There are always more VCs around.”

Jeff, Katherine and Elliot did their best to buck up in response to their leaders’ words.

“I’ve got another meeting across town, so I’ll see you all back at the office later this afternoon,” Jeb said as he made his way out of the room.

It was a good thing that his minions didn’t see the disappointed, slightly panicked look on Jeb’s face as he walked to his car. Tim Hathers was one of the VCs he was counting on for their third round of financing. Yes, there were plenty of other VCs they could – and would – approach for funding, but none of them were former college roommates like Tim was.

3.9.4 Elliot Sansome was Unhappy (11/97)

Elliot Sansome was unhappy.

When he first joined SimChat, Elliot had the difficult but exhilarating task to figure out what the hell to do. Everything needed figuring out: What exactly is the product we’re building? What’s the appropriate architecture for the product? What language should we program in? What kinds of third-party technology do we need to build or buy? 

It was a world of software, programming, architecture, performance tuning and solving difficult technical problems. He loved this world. It was his passion.

Over time, as his degree of responsibility increased, he became even more involved with hiring, planning and process definition. Taking responsibility for these things and this new role was something he did willingly. The questions became: What kinds of people do we need, and how many of each kind? What is the best schedule for product development? What is the best way to organize and divide the work? What’s the best way to integrate the concepts from the Theory of Constraints into software project management?

His world changed to a world of people, personnel and organizational optimization, risk management and solving difficult people problems. He came to love this world too.

Elliot’s natural talent and his schooling made him incredibly successful in the beginning, as a programmer. His surprising – even to himself – desire and ability to understand people, their motivations and their concerns made him equally as good at the so-called non-technical aspects of his work.

But with his involvement in the fundraising process, he was now called upon to, well, lie. Well not lie exactly, but definitely to mislead.  As he, Jeff, Art and Jeb met prospective investors, the investors received the full dog and pony show.  Company history, vision, financials, and – this is where Elliot was called upon – technology.  Elliot’s job was to tell the VCs why SimChat had a technological barrier to entry – something that prevented other copycat companies from entering the market after SimChat and catching up.

Jeb and Art had made it clear through repeated hints and outright directives that they wanted Elliot to put a positive spin on everything that he said to prospective investors.  It was even more than that: if there’s a line between positive spin and outright lying, it was clear Jeb and Art wanted Elliot to dance along that line, occasionally dipping a toe, foot or leg well across the line.

Elliot convinced himself that this was standard CEO and VP of Marketing behavior.  He certainly didn’t have much experience with non-engineer types to go on.  He could live with Jeb and Art.  Barely.

It was Jeff that bugged him more than anything.  Jeff was acting just like Jeb and Art.  But Jeff was supposed to be “one of us” thought Elliot.

When Jeff was hired as VP of Engineering, Elliot was actually excited and optimistic.  Jeff had been an engineer for many years and seemed to understand the way engineers think and just how much of an art software programming really was.  Elliot was looking forward to “getting back to engineering” as he called it, and letting Jeff handle the investor dance as well as stuff like the schedule, the budget, reviews, and hiring. But, as it had turned out, at least so far, Jeff wasn’t giving the presentations to investors himself, instead having Elliot do the presentations each time.  Not only this, but Jeff seemed to slip more and more into “executive mode,” making promises that Elliot and the development team couldn’t possibly meet, and misleading the other senior executives and the Board of Directors that things were further along than they really were. And he hadn’t taken a single one of Elliot’s suggestions about reducing the amount of functionality they had put into version 1.

Things were particularly bad now that SimChat was so aggressively pursuing its third round of financing.  They had meetings with prospective Investors all the time, sometimes three or four a week.  Each time, Elliot sat rigidly, crushing his hands firmly together under the table as Jeb, Art or even Jeff made utterly fictitious statements.  Elliot did his part, following the lead set by Jeb and Art.  Throughout, Elliot tried to convince himself that he was guilty only of “spin” and nothing worse.

3.9.5 Jeff Approaches Zach to join SimChat (11/97)

Zach parked on the second floor of the large cement parking structure behind the shopping mall, walked down the flight of stairs and across the roadway towards the mall. He was a few minutes early for his lunch meeting, so decided to window shop.

Zach walked slowly passed the satin and lace delicates in the Victoria Secret’s window; the stacks of legal thrillers, cookbooks and self-help guides in the bookstore window; and the variety of truffles in the Godiva Chocolate window. Turning left, he crossed the grassy courtyard and headed for the restaurant where his uncle Jeff was going to meet him.

Jeff had called out of the blue two days before. Zach saw Jeff once every few years whenever someone got married or died in the family. Zach would not have described them as close. Sure, his uncle had helped him out all those years before when he was in high school, but Jeff was seventeen years older than Zach, was married, lived 3,000 miles away and was highly focused on his career. Before the recent call, Zach hadn’t heard from or seen his uncle in over two years.

Zach sat on a wooden bench outside the restaurant and waited for Jeff. He began wondering what the lunch invitation could be about. Zach had heard from his father that Jeff had moved to Silicon Valley and had gone to work for some hot new startup; Zach wondered if their lunch today had something to do with that.

As Zach was sitting there, thinking, Jeff walked up and said hello.

“Hi Uncle Jeff.”

“I hope you haven’t been waiting long.”

“No, just got here.”

“Good. Good. Let’s go inside.”

~~~~~

Jeff and Zach talked casually over lunch. Zach caught Jeff up on how his father, Bert, was doing; Jeff caught Zach up on how his wife, Ruth, was doing. They talked about the industry, and about the various hot dot coms that had gone public and seen their stock prices soar. They talked about everything and anything, none of it consequential.

Zachary was about to conclude that Jeff had contacted him solely to catch up and re-connect personally, when Jeff finally got to the point of the meeting over desert. Jeb had made it clear after their meeting with Tim Hathers that Jeff needed to dig deep into his network of contacts to find people that could help bring the product to production. Jeff literally went through every business card in his business card holder, every entry on his Palm Pilot, and even his home address book. That was when he happened upon his nephew’s name.

After forty-five minutes of idle chit chat, Jeff suddenly became direct. “Zach, I want you to come work for me at SimChat.”

Zach didn’t know what to say at first.

“You’re still young. It’s a great time to ‘go for it’, Zach. Put aside that ridiculous work you’re doing at Stanford and go back to being a software engineer. I asked around; everyone says you’re a great programmer.”

Zach still didn’t know what to say. He didn’t care for his uncle’s characterization of his research, but let it slide. He remained silent.

Jeff continued. “We’ve got such great technology, and we’re growing like crazy. We’ve got a great management team and we’re poised to go public sometime in the next year or so. You could work with some of the brightest people in the industry on some of the coolest technology, and get very, very rich doing it.”

Jeff put the hard sell on, wooing Zach. Zach, however smart, was still doing his post doc work and had no real world work experience other than the three-month internship he’d taken after graduating from Cal. He was still naïve enough to fall for the sales pitch Jeff was giving him. Fifty thousand options sounded great. Fifty thousand was such a big number. Never mind that the company already had fifteen million shares outstanding and a business plan that even optimistically called for issuing another five million. Never mind that by the time the Series C round was over, with the preferences these investors would get on top of the preferences already given to the Series B investors, the company would have to be worth an incredible amount of money just for Zach to see a penny.

Zach was charmed by his uncle, and sold by his sales pitch. He agreed to interview with Jeff’s Director of Engineering, Elliot Sansome.

Jeff was relieved. He’d started the wheels turning to get a very bright mind working at SimChat – something any hiring manager tries to do. In the company’s time of difficulty, getting high caliber people to join was even more important than ever. Mostly though, Jeff was relieved that he hadn’t had to bring up Zachary’s computer break in back in high school and how he, Jeff, had saved him. Jeff had been fully prepared to use this against Zach if he had had to. Luckily, the kid hadn’t needed that extra push.

3.9.6 Zach meets Elliot at SimChat (11/97)

It had been a long time since Elliot had been as impressed by a person’s resume. He was holding Zachary Thomas’ resume, reviewing it thoroughly for his interview with the candidate. Jeff had told Elliot that Zach was his nephew, but stressed that Zach was more than qualified for a position at SimChat, and that Zach’s interviewing at the company had nothing to do with their relationship. For once, Elliot thought, Jeff was right about something. Zach was eminently qualified to work at SimChat. Perhaps even overqualified.

At 10:55, the receptionist called Elliot and told him that Zachary Thomas was in the lobby. Elliot told the receptionist he’d be right down. Elliot descended the stairs and immediately noticed a lone man sitting in the lobby. He looked to be four or five years younger than Elliot, looked earnest and was wearing a suit. Zachary Thomas. Had to be.

“Hello. You must be Zachary.”

“Yes. That’s me. Please, call me ‘Zach.’”

“Hi Zach. I’m Elliot. Elliot Sansome. Please, come on up.”

The two men walked up the stairs, neither speaking. When they got to the top of the stairs, Elliot asked, “Would you like something to drink? A soda? Water?”

“Water would be great, thanks.”

“Come on. I’ll show you the kitchen and break room.”

Elliot led Zachary to the large room to the left of the stairs. In one corner was a kitchen area, with built-in cabinets along both the short and long walls and a countertop covered with every snack food known to mankind. Zach noticed M&Ms, popcorn, a candy dish, crackers and even a bowl of fresh fruit. When Elliot opened the refrigerator to get a bottle of cold water for Zach, Zach noticed that the refrigerator was fully stocked with Coke, Diet Coke and Dr. Pepper. He thought he’d even seen a few six packs of Jolt Cola, an old engineering standby. Compared to the University, Zach thought the facilities at SimChat were fantastic.

Elliot handed a bottle of water to Zach and opened a bottle for himself. Elliot led Zach back to his office, which was down the hall and around the first corner.

“Please, have a seat.” Elliot motioned to Zach to take a seat at the chair that was across from his desk.

Zach sat down and waited for Elliot to take the lead.

Elliot was pretty sure Zach Thomas was smart. You just don’t graduate Summa Cum Laude from high school and Cal or get into the Ph.D. program at Stanford without being smart. What Elliot wanted to find out is whether Zach could actually program.

Elliot began. “A lot of people ask ‘Why are manhole covers round?’ kinds of questions to tell whether a person is smart. I’m not going to do that since I’m pretty sure from your academic success that you are. Instead, I’m going to spend the first thirty minutes or so giving you a series of programming problems. I’d like you to grab a whiteboard marker and write each solution on the board.”

“Okay, sounds good. Fire away.”

Elliot mentally noted Zach’s confidence. Good for him. Elliot planned to see if it was well founded.

“Okay. First one. Write code that deletes all of the items in a singly linked list.”

“What language? C++? Java?”

“Either’s fine. We code our runtime engine in C++ here for performance reasons, but everything else is written in Java.”

“Makes sense,” Zach said, then stood up and grabbed one of the whiteboard markers. He popped the cap off and began writing. A minute later, he stopped and stepped back.

Elliot looked at the code. It was correct.

“Ok, second one. Write code that prints a preorder traversal of a binary search tree. But do it without recursion.”

Zach wanted to ask why the constraint of not using recursion, the typical approach to solving this kind of problem, but he figured, correctly, that the constraint was artificial – there to make the question a bit harder.

Zach wrote the answer on the board.

Again Elliot looked at the code. Again it was correct.

Zach smiled and said, “I read a book somewhere that contained a bunch of standard programming tests. Both of those were in the book.”

Elliot liked the idea that Zach had so easily admitted having previously seen the programming problem. Problem was, Elliot suspected that Zach would have seen most of the other problems he used in his interviews. He tried one more.

“Okay. Third one. Write code that demonstrates the standard Singleton design pattern.”

Elliot watched as Zach wrote out the code, including the private instance variable, the private constructor and the public getInstance() method that checked to see if the private instance variable was non-null, used the private constructor if it was, then returned the instance variable.

Again, Zach stepped back from the board and re-capped the marker.

“In the book, too?”

“Yep.”

Elliot smiled, thought for a moment, and then decided to try something different.

“Okay. Next one. Design a set of object classes that would represent a web-based form-based application. Something general purpose that could be used to implement most of the web forms that are out there, including multi-page forms.”

Elliot had worked on a similar project in a past job. It was one of the most interesting projects he’d worked on and he still loved to think about the ideal design for what was often called an ‘application development framework.’

This time, Zach didn’t go directly to the white board. Instead, he stood for a while, then paced for awhile, then eventually went to the board. When he popped the cap off this time, he didn’t immediately begin writing. But, over the course of the next five minutes or so, he did an incredibly good job of drawing a diagram that contained most of the core elements of the problem: web pages, forms, form pages, controls including text fields, radio buttons, check boxes, etc.

“In the book?”

“Nope. That was a good one.”

Elliot was impressed. He told Zach as much and offered him a job on the spot.

Zach accepted and shook Elliot’s hand.

3.9.7 Elliot wants to give bad news to Jeff but doesn’t (11/97)

Another Wednesday. Another one on one meeting between Jeff and Elliot.

“What’s our best SPR, Elliot?” Jeff was talking about a key performance metric that they’d started calling SPR, or Simulation Performance Ratio.

Elliot was growing tired of these conversations. For the past several months, this was the first question Jeff asked Elliot in every one-on-one meeting they had. It wasn’t Jeff’s asking about performance that was a problem – in fact it was exactly the right thing to be most worried about – but rather that Jeff kept asking about their best performance, not the really important thing, which was their performance on an everyday PC.

Jeff had made it clear that he didn’t want to hear about the distinction or that Elliot believed that he, Jeff, was asking about something that just didn’t matter. So Elliot begrudgingly played along.

“Depends on what computing power you throw at it.  We’ve pretty much got everything taking advantage of SMP, so it’s really a question of how many CPUs you throw at the problem.”  SMP meant Symmetric Multiprocessing, a fancy term that means software can take advantage of more than one central processing unit in a machine, or in a small cluster of machines. Supporting it had taken Elliot and his team five full months, yet Elliot knew that it wouldn’t help 99.9% of their users, since almost every single PC on the planet had only one CPU.

“What’s our fastest?  Our best ratio?  Are we under one yet?”  SPR was a measure of how long it took to simulate one second of chat.  A value of greater than one meant that it took more than a second to simulate one second of chat.  Clearly, an EPR of over one wasn’t good.  Not gonna work. Ya can’t get there from here.

“Well, we’re down from over 10 just a month ago to around 5.4.” This meant they’d doubled the performance in just one month – quite impressive – but that it still took over five seconds to simulate one second of video. Not even close.

Worse, the 5.4 number was based on their marketing benchmark, not their development benchmark. The development benchmark was a complex scenario, with robust HBL and CML markups, and a variety of long and short messages back and forth. The marketing benchmark was Max Headroom-looking face with no movement other than its lips, with nothing but very short messages.

Worse still, the 5.4 number was achieved on a cluster of ten Sparcs, each with four CPUs. This meant that it used forty CPUs instead of just one, like everyday consumer PCs have.

“Do you think you can get the 5.4 down to under one?” Jeff pleaded. “We’ve got a board meeting coming up and I’d love to tell them that we’re on schedule to get the SPR down under one.”

“Well, we’ve finished the profiling and we’ve got a pretty good understanding of where the issues are. I expect we can get things down quite significantly.” Elliot almost made himself puke from how much spin he was putting on things for Jeff’s sake, not to mention that he’d stopped trying to explain to Jeff that this “best case” number didn’t matter one iota.

“Great. That’s great news, Elliot. Really. You’re doing a great job. Keep it up. Really. I’ll definitely let the board know that we’re on track for an SPR under one by the end of the quarter.”

Elliot smiled. He wanted to scream.

3.9.8 Elliot gives Jeff bad news (11/97)

The following Monday morning, Elliot woke up with an intensity and a certainty that he hadn’t felt in a long time. He was done just going through the motions. Done just telling Jeff whatever he, Jeff, wanted to hear. It was time for the sad truth. That morning, he walked into Jeff’s office a few minutes after seeing Jeff come in to the office.

“Jeff, got a sec’?”

“Sure, Elliot.  What can I do you for?”  However receptive he hoped he sounded to Elliot, Jeff didn’t like Elliot’s body language one bit.

Elliot motioned to the chair in front of Jeff’s desk and then sat after Jeff nodded for him to sit down.

“Jeff, I’ve been thinking about the project.  A lot.  Functionally, we’re right on track.  Dave Lewicky and the other fascio anatomists have done a great job on defining the requirements for generating highly life-like facial features and motions and the server team is doing a great job coding things.  But…”

Jeff winced hearing the “but” he’d expected.  His instincts had been right.  His technical skills may have diminished over the years, but his other skills including reading people and situations had been honed.

“Go on,” Jeff encouraged, hoping to sound, well, encouraging.

 Elliot paused for a bit and finally continued.  “But, performance is a huge issue, Jeff.  Surely you must know that.” Elliot had decided to try one more time to explain their performance reality to Jeff.

Elliot and a few other engineers had tried to tell Jeff before, but Jeff hadn’t wanted to hear it.  In all of his years on Engineering projects, he’d always seen performance work saved until the end of projects and somehow each time things worked out just fine. It was a classic Engineering dilemma. Making performance improvements as you go ensures that you don’t get stuck with a dog at the end, but means you might have spent time optimizing something that, in the end, didn’t warrant the time and energy. Leaving performance work until the end means you can develop faster for most of the project, but might find yourself with a huge, possibly intractable performance issue. Jeff preferred the latter approach; it translated into faster, more demonstrable progress at the expense of the assumption of increased risk. Luckily for Jeff, he hadn’t previously experienced a situation where the risk blew up in his face. He was experiencing it now.

“Sure, you’ve been telling me.  Ed and Anil too.  But we’ll get it under control in time, I’m sure.”

“But, Jeff, that’s the point.  We won’t.  We can’t.  I’ve been trying to tell you.  This isn’t just a case of needing a 2x or 3x or even 10x performance improvement.  We’re at least three orders of magnitude away.”  By this, Elliot meant that the product was approximately 1,000 times too slow.

“Oh, come on, Elliot!  You must be joking!”  Elliot tried to mask the tightness he felt in his stomach and the bile he began tasting in his mouth.

“Look, Jeff, we’re not real-time.  Not even close.  It takes us over five seconds to produce a second of simulation.  And that’s using ten Sun UltraSparcs, each with 4 CPUs.

“But we’ve got things running on PCs, right?  Mary showed me a demo the other day.  It looked great.”

“Yes, we’ve got the x86 port up and running, Jeff.”  Elliot sighed, not believing he had to explain this stuff to his boss, the VP of Engineering, of all people.  He continued, “But the code’s not going to run significantly faster just because it’s running on a PC. Besides, you need to stop thinking about our sales demo, where we buffer things and delay showing the simulation and where we’re just careful to make sure that all of the demos involve simulations under three seconds or so.”

Jeff didn’t want to hear the truth.  Or didn’t want to accept it.  Either way, the result was the same.  He re-trenched. Like always.

“Elliot, look.  If we can step up the performance, we’ll be okay.  Especially for large chats, our distributed architecture will utilize the CPUs of all of the machines involved.  We’ve submitted two patents for the architecture, even.”

Elliot had been sickened to see how Jeff had weaseled his way into being personally named on the two patent submissions.  He knew better than to tell Jeff exactly what he thought of their vaunted distributed architecture.  Under his breath he mumbled, “The network latencies won’t handle the data load, you, you...” He couldn’t bring himself to finish the sentence, at least out loud.

Elliot left the meeting both amazed and dejected by Jeff’s unwillingness to hear the truth. He found himself reflecting that, as H.L. Mencken once pointed out, it is difficult to convince a man to understand something when his income depends on his not understanding it.

Jeff left the meeting seriously wondering if he’d done the right thing going to an early stage start up, wondering whether his stock options would ever be worth anything. He didn’t sleep well that night, or for the rest of the week, for that matter.

3.9.9 Elliot Quits SimChat (12/97)

Elliot’s conversation with Jeff concerning the performance problems had cinched it.  He’d been unhappy for months, but it was finally time to do something about it. He was going to leave SimChat.  Dealing with a non-technical CEO who didn’t “get it” was one thing.  But, working for a VP of Engineering that couldn’t see the writing on the wall – and wouldn’t even listen as it was being read to him – was just too much for him to take.

Elliot stayed up late and wrote his resignation letter. After he’d gotten it just the way he wanted it, he printed it, signed it and put it in his briefcase.

The next morning, he brought it with him to his one-on-one with Jeff.

“Hey, El’, Jeff greeted Elliot as he often did.

“Hello, Jeff.”

Elliot closed the door behind himself as he entered Jeff’s corner office with all the trappings of power.  He sat at the round meeting table in the corner of the room.

Before Jeff could start off the meeting by walking them through their standing agenda, Elliot calmly removed the single sheet of paper from his notebook and slid it across the desk to Jeff.

Before he’d even touched it, Jeff got that horrible sinking feeling in his stomach. His head began to hurt and he could feel the acid in his stomach churning and burning away the lining of his stomach.  He’d resigned a few times, and, as a manager, received several resignations before.  He knew what he’d been handed even he’d even read it.

Then he read it.  The note was short and to the point.

Elliot Sansome








elliot@sansome.com








(650) 555-4321








9 December 1997

Jeff Young

VP Engineering

SimChat, Inc.

999 Bryant Street

San Francisco, CA  94103

Jeff,


Please consider this my formal notice of resignation from SimChat, Inc. effective two weeks from yesterday.

I’ll miss working with the many talented engineers on your team.

I will work with you to transfer my work and knowledge to you and your team over the next two weeks.  I will be unavailable after that time.







Sincerely,







Elliot Sansome
It wasn’t lost on Jeff that Elliot hadn’t thanked him, or even included him in his minimalist “I’ll-miss-working-with-you” list. And, it was traditional to at least say that you were available to answer questions and provide at least some minimal assistance after leaving. Elliot was definitely sending a not-so-subtle message with his last sentence.

Jeff knew that Elliot was a superb engineer, knew the entire system inside and out, and was excellent at helping younger members of the team come up to speed in order to be productive quickly. His managerial and organizational skills were also first-rate. In short, Jeff couldn’t imagine a better employee than Elliot and didn’t want to lose him.  In a rare miscalculation, Jeff decided to use the possible value of Elliot’s stock options as a tool to try to keep him at SimChat.

“Don’t you want to stay through April?”  Jeff made a point of remembering the vesting dates of everyone that worked for him for just such an occasion.  “You know, to at least vest a second year’s worth of stock?”  Jeff figured if he could get Zach to stay even just a few months, he could work on him over time and get him to stay on longer.  Or, at least have more time to replace the traitorous son-of-a-bitch.

“No. My decision is final.”

“But you’ll vest… what… tens of thousands of shares…  Here, let me look it up…”  After opening a spreadsheet on his computer, tapping a few keys and scrolling with the mouse a bit, Jeff turned back to face Elliot and continued.  “… 25,000 shares.  Even at just $10 a share, that’s a quarter of a million dollars.  And if we pop like Netscape did, you could be walking away from a couple of million dollars.  And that’s just this year’s options alone.”

“Look.  Don’t try that crap – pardon my French – on me.  We already have over 15 million shares outstanding and the Series B investors got a 3x preference – I checked.  Now, we’ll probably raise, what, another $40 million in the next round.  Even if we took no more investments beyond that, which is highly unlikely, and even assuming a valuation of $100 million, which would be a joke, and another 3x preference for the Series C investors, the company would have to be worth $500 million or so for the common share holders – including me – to get a dime.  Even at a valuation of $800 million, which, again, would be a joke, we’re talking about my shares being worth maybe $200,000. Not peanuts, certainly, but not worth it. Besides, as it is, because I early exercised my initial options with an 87(b), I’m not going to get back the money I’ve already paid for my first years’ stock options, and frankly, I don’t see those options being worth anything. Like I said, not worth it.”

Jeff was lost in the complexity of what Elliot had said.  He felt like those kids on Charlie Brown when the teacher would drone on and all the kids would hear was “Wa wa waa, wa waa waa waa.”  He snapped out of his daze when he heard the last few words from Elliot’s mouth.

“What do you mean ‘not worth it’?”

“Let’s just say this isn’t the place for me,” Elliot said diplomatically.

After a pause, Elliot added, “In my exit interview, I’ll just say that I’m leaving for a better opportunity.  That’s what you can say in your announcement, too.”

“Where are you going?”

“Nowhere.”

“What are you going to do?”

“Nothing… for awhile.”

“Just remember, you signed a one year non-compete, you son-of-a-bitch,” Jeff snarled.  Elliot was a traitor and as such Jeff felt there was no reason to continue being civil.

“And I will honor it.”

“See ya ‘round,” Elliot added as he opened the door to leave.

The next two weeks went by quickly.  After a few low-key goodbyes on his last day of work at SimChat, Elliot put his security badge on his chair and walked out the front door.

After much soul-searching over his last two weeks at SimChat, Elliot decided start his own company.  He’d do things his way, with honor and integrity.  Although many people counseled him that he just didn’t understand how the game was played and that “it wasn’t just about technology,” he was confident, eager, excited.  He wasn’t sure what, exactly, his company was going to make or do, but he knew he was, indeed, going to start and run a new company. It was just a question of coming up with the right idea.

3.9.10 Elliot Dreams up VBI (12/97)

The evening of his last day at SimChat, Elliot found himself thinking once more about SimChat’s apparently intractable performance issue.  There’s just no way to provide a real-time simulated chat service when the software that produces the simulation can’t keep up.  In fact, isn’t even close.  No.  That application just wasn’t possible given their performance profile. 

Elliot finally realized the stark reality of this. Eventually, SimChat would realize it too, but not before investments totaling over $70 million dollars would be squandered.

Even though he was a technical guy, Elliot knew that starting a company based on a technology and then figuring out what to do with the technology was typically a recipe for disaster.  Amazingly, it happened all the time, and usually drew the attention and dollars of many high-profile venture capitalists.  But here was a case where he understood an amazing technology inside and out and where he knew that a particular application just wasn’t feasible.  He wondered whether there might be another application that was.

Elliot thought the problem over for most of the evening.  Normally an early-to-bed, early-to-rise kind of guy, he was too keyed up to go to sleep early.  He decided to watch the 11:00 evening news.  He was lying on his bed, watching Dan Rather when it hit him.

“…Fourteen Israelis were wounded, two of them seriously.  Yassar Arafat has not yet denounced the attack….” Mr. Rather was saying.

Elliot sat motionless and silently for the remainder of the newscast.  He had a huge grin on his face.

He called up his mother.

“Hi mom… Yes I’m fine… Really, everything’s all right, mom… I’m sorry to call you so late, but I wanted to ask you a question… Who’s your favorite news anchor?… Please, mom, just answer my question. Who’s your favorite news anchor?”

Elliot listened while his mother listed most of the popular network television anchors, giving her commentary for each along the way.  Eventually, she ran out of steam so Elliot prodded her again.  Finally, she settled on Peter Jennings.

“Why do you like him?  I mean, what is it about the way he does the news that you like so much?”

Elliot’s mom answered without hesitation.  She spoke of how handsome he was, how trustworthy he looked, how velvety his voice was.  She did not mention anything about how she liked his insights into the news or how his intelligence mattered in any way.  In short, she had confirmed what his instincts had told him.

He had found his killer app.

~~~~~

Elliot stayed up all night thinking of possible company names and doing domain name searches, looking for a decent domain name that wasn’t already taken.  After hundreds of searches, he finally decided on the name “Virtual Broadcasting, Inc.” and paid $30 to register the domain name “vbi.com”.

The following morning, Elliot made two calls, and made two appointments for later that afternoon.  

After a quick lunch, Elliot headed to his first appointment. His lawyer confirmed what he’d thought: There was no legal way SimChat could claim Elliot would be in violation of his non-compete clause; SimChat was in the simulated chat business, while VBI was going to be in the simulated one-way broadcasting business.

Confident that there wouldn’t be an issue with his non-compete clause, Elliot sped to his second meeting of the day. This time, Elliot met with a lawyer from a different firm, this one specializing in intellectual property and trademark law. After paying a $2,000 retainer, Elliot dispatched his lawyer to conduct a trademark search and to incorporate his new venture.

On Friday, January 2nd, 1998, a week after his final day at SimChat and two years to the day after SimChat had been incorporated, Elliot Sansome and Virtual Broadcasting, Incorporated were in business. Elliot was confident that by making a slight change in the application of the technology and removing the need for real-time performance, he had himself a killer idea for an extremely lucrative business.

3.9.11 Xmas party; Monterey; Z & Chuck (12/97)

Zach had shaken Elliot’s hand and wished him well on Elliot’s last day, just like all of the other members of the engineering team had done. The two men hadn’t had time to discuss Elliot’s reasons for leaving. In part, it was because Zach had only worked at SimChat for a little over a month and while both men greatly respected one another, neither could yet call the other a friend.

Without Elliot around, Zach felt rudderless, lost. Sure, his uncle Jeff ran the Engineering department, but Jeff’s age and non-technical nature prevented Zach from feeling particularly close to his uncle.

When Jeb announced the company Christmas party, Zach almost didn’t go. At the last moment, though, a handful of the engineers and Zach decided to go together.

SimChat’s holiday party in 1997 was scheduled for the first Saturday night of December. The company had rented out the Monterey Bay Aquarium for SimChat employees and their guests for the night.

It was a lovely black tie affair. Hors d'oeuvres were served throughout the night by a professional wait staff. Dinner was delicious – filet mignon and fresh Monterey sand dabs. Several bars were set up throughout the aquarium; all were full bars, and were open until well after midnight.

Zach spent most of his time wandering the halls of the aquarium. As timing would have it, the jellyfish exhibit was at the museum and Zach spent the bulk of his time staring in amazement at the various shapes and sizes of the translucent, wavy things.

One particular display caught Zach’s eye. He was mesmerized by the black sea nettles – chrysaora achlyos according to the sign. From the sign, Zach learned that the black sea nettle is considered a giant jelly since its bell can grow to be three feet across and its tentacles can reach nearly 100 feet. The jelly usually stays in the deep, calm parts of the ocean where scientists have a difficult time finding them, but sometimes they can be found in large groups in the waters off California’s southern coast. None of these details mattered to Zach; he just thought they were freaking cool looking.

While looking at the amazing creatures, a man Zach had never seen before walked up and stood next to him, also looking intently through the glass.

“Hi. I’m Chuck Barnett. I’m Jeb’s wealth management consultant,” the man said when he noticed Zachary take note of his presence. “These things are pretty cool, aren’t they?”

“Hi. Zach Thomas. I work at SimChat as an engineer. And, yeah, they really are.”

“Nice to meet you.”

“Nice to meet you, too,” Zach said to Chuck, not quite sure what a ‘wealth management consultant’ actually was or did. He decided to ask.

“Oh, sorry about that. It’s a bit of a mouthful, huh? Anyway, I help Jeb with his investments. Most of it I invest with a small set of money managers. Some of it, he has me invest in individual stocks.”

“Oh, okay. Got it. Thanks,” Zachary said, still not 100% sure what the man did.

The two men began talking at length about the jellyfish, which both thought were breathtaking. Eventually, Zach suggested that they exchange contact information, which they did. After promising to email Chuck the following day, Zach bid Chuck goodbye and made his way to the bar and some coworkers he’d befriended.

Zach followed up with his email as promised and over the subsequent months, the two soon became close friends.

3.9.12 Advertising (12/97)

Jeff was never quite sure how it worked. Sometimes, he felt like he was the one telling Jeb that the product would be ready by February 1998. Other times, he swore it was Jeb, telling him, Jeff, that the product had to be done by then. Jeb, like many CEOs, was a master at creating a reality distortion vortex, and Jeff was not immune to it. And so, SimChat planned everything – its hiring, space, spending, advertising, everything – based on a product on February 11th.

After asking a dozen times whether Jeff was sure about the date, Art finally decided to trust his V.P. of Engineering. He had no choice really. And so Art planned for the company’s first advertising blitz timed with the upcoming product release.

In September and October 1997, Art first began a low-grade advertising campaign, buying ads in various trade magazines as well as in the New York Times and the Wall Street Journal. In November, he also began running ads in People and Us magazines. By November, SimChat was spending $200,000 a month on advertising. To qualify for some deep discounts, Art pre-bought ad space through March 1998.

In addition, after talking it over with Jeb, Art decided the company should really make a splash over the holiday season. Art decided to run ads during most of the high-profile college football games that were scheduled for late December and early January. As well, Art decided to run his first-ever Super Bowl ad on January 25th. 

Total cost for all of the ads: $8 million.

Although he would never admit it to anyone, not even to Jeb, having a reason to run an ad during the Super Bowl was actually one of Art’s primary reasons for wanting to make SimChat a “consumer play.”

3.10 Q1 1998 (1/98 – 3/98)

3.10.1 Q198 Board Meeting – on track for 2/11 (Thu 1/8/98)

On Thursday, January 8th, Jeb and Art drove over to Bucks restaurant in Woodside. They arrived at 7:45 a.m. and the place was already hopping. The men could see dozens of tables at which young, nervous, suit-clad entrepreneurs sat across from relaxed, gray haired venture capitalists in their loafers and sweaters. The entrepreneurs eagerly flipped through their PowerPoint slides while their pancakes got cold. The VCs sat back and listened, enjoying their omelets while they were still hot.

Dave Simmons, who lived in Woodside, had indicated that he wanted to have the meeting near his home. And so Jeb’s executive assistant, Allison, reserved a table in the back room at the quirky establishment.

Art liked the place. It gave Jeb the creeps. Art liked the various oddities on display: a history of cereal; a history of silicon wafers; red, white and blue Ron and Nancy Reagan bedroom slippers, a statue of liberty with an ice cream sundae instead of a torch, a Godzilla with boxing gloves, a talking buffalo’s head with shifty eyes on the bar wall. He thought they were wacky. Jeb disliked these very same things. He thought they were tacky.

By 8:05, the SimChat board members were all seated at a table in the back room of the restaurant. All enjoyed the subtle humor of the punny “somewhat reticent” signs that indicated that the table was reserved. By 8:10, everyone had ordered. By 8:15, the meeting had been called to order.

By 9:00, Jeb had three times reassured the Board members that the first version of the company’s product was on schedule and would be production on February 11th. By 10:00, the reassurance count was up to five. 

Jeb had called Jeff into his office at 6:00 p.m. the evening before to judge how confident Jeff was, and thus how confident he, Jeb, should be about the development schedule and launch date. Jeff was “supremely confident,” he’d said. And thus Jeb was “supremely confident” at the Board meeting too.

By the time the meeting adjourned at 11:00, the reassurance count got to ten. Jeb – and the Board members – remembered very little else about the meeting.

3.10.2 Dev Schedule Meeting – V1.0 Slip, Crunch (Mon 1/12/98)
On Monday, January 12th, just four days after the Board Meeting at which Jeb had confirmed with the board that the product was still on schedule to launch February 11th, Jeff sat in on one of the Engineering planning meetings. It was a standing, highly detail-oriented meeting where the team discussed who was working on what for the week, what the dependencies were and where they were with respect to the schedule. While the meeting was held weekly, Jeff attended sporadically, perhaps once a month.

Jeff was easily able to grasp the core message of the meeting: The development schedule for SimChat Version 1.0 was slipping.  Had slipped. Past tense. There was no denying it.

Worst of all, Jeff thought, he had personal responsibility for all software development at the company – there was nobody else responsible, nobody else to blame.

For some months, each minor slip was explained away, ignored, or put on a TBH – To Be Hired – line on the schedule.  None of the development slips seemed significant – a day here, two days there.  Perhaps a few tasks only completed 80% of the way.  “I just have to go back and clean up the code,” his engineers might say now and then.  While it was happening, Jeff decided to “go with the flow” so as to not upset his Engineers.  He also hadn’t wanted to announce the schedule problems to the rest of the management team. 

Jeff also had responsibility for quality assurance, or QA as it was called.  Not all VPs of Engineering had QA responsibility, but Jeff had felt strongly that he should have control over this function.  The cross-fertilization of the QA and development teams was too important to separate the teams, he’d argued when he interviewed. Besides, Elliot had had both groups already. Jeff was given both responsibilities.

Jeff’s development managers had been telling the QA team for several weeks that development was slipping and that the QA group would have to pick up the slack.  When the QA Director had come to him, whining about the situation, Jeff backed his developers and told his QA team to suck it up. The General Availability date had been communicated to the board, the management team and the entire company.  Treating the GA date as fixed, each day that the development team slipped was simply a day less that the QA team would have to do their job.

Jeff had enough experience as well as contacts in other companies to know the practice of trying to absorb development slips within quality assurance was not uncommon in the Valley. In fact, was typical of software development culture, which regularly treated QA engineers as second-class citizens.

The rosy colored glasses of a CEO and board tinted everything.  Even if they were broken.

But now, when he finally stopped to add it all up, it was clear that there was simply no possible way to make the original GA date.  Development had slipped over two months already, and Jeff expected even more bad news; counter to what is considered best practices and against Elliot’s counsel, Jeff had scheduled the development of the riskiest, most complex subsystem near the end of the development schedule rather than at the beginning.

Jeff called a follow-up emergency all-hands meeting with all of the developers and QA engineers.  The meeting was called for later the same day, at 7p.m.  People groaned, but attended.

Jeff put the cards on the table, omitting the positive spin that he tried hard to make a part of his normal style.  “What are we going to do about it?” he asked his team.  Scheduled for only one hour, the meeting actually lasted more than five hours, past midnight.  After the meeting, Jeff asked his development managers and QA Director to re-work the V1.0 schedule.  The three men and one woman didn’t leave until 4am the following morning.

The good news coming out of the meeting was that in this difficult time, Jeff felt like his team was bonding even more closely than ever.  The bad news was the ugly outcome of the meeting: a slip of three full months.  Jeff had the unenviable task of communicating this information to the Jeb, Art and the rest of the management team.  Just six hours after he’d left the office the “night” before, Jeff was back at the office for the standing Tuesday 9am Executive Staff meeting.

3.10.3 Exec Staff Meeting – Jeff announces slip (Tue 1/13/98)

As was typical for the “Exec Staff” meeting, action items from the previous meeting were written on the white board. Ashley Jones, Art’s executive assistant, was sitting in for Allison, Jeb’s executive assistant, who had a doctor’s appointment. Allison wrote the action items on the white board, and took suggestions for specific agenda items for the day’s meeting to be added to the standing agenda.  Jeff requested that “the schedule” be added to the list of agenda items. Allison scrawled it on the board under all of the other, standing agenda items.

As was also typical for the meeting, Jeb spent the meeting on whatever it was he wanted to spend it on. This time, Jeb spent most of the meeting replaying the board meeting two days earlier. He explained how thrilled the board was at the ads that had aired during the December college football bowl games, and how excited they were about the upcoming Super Bowl ad. Only after he’d finished with the board meeting summary did Jeb attempt to get back to the agenda. Even then, Jeb still did not go directly to Jeff’s agenda item. Instead, it was the very last item to be discussed, when there were only five more minutes or so left. Instead of going immediately to such an important issue, Jeb stuck his head in the ground and played executive flamingo.

Finally, when Jeff shared the news, the room fell silent. Art busied himself with his Palm Pilot. Ashley, not normally an attendee of the meeting, busied herself picking lint from her form-fitting black sweater. The others in the room simultaneously decided that now would be a good time to take notes from the meeting. All stared into their notepads or PDAs, trying to become invisible.

Jeb pressed his fingertips into the boardroom tabletop, breathed deeply three times, then finally said to Jeff, “My office. Now.” Then he turned and stormed out of the room, wondering how the hell he was going to explain to the board that they had slipped their schedule just four days after he’d told them that everything was on track and just twelve days before their now-soon-to-be-wasted $5 million Super Bowl ad.

3.10.4 Jeb/Art never saw ads (12/97 + 1/98)

During December and January, Jeb and Art were so busy flying all over the country for VC meetings, desperately trying to raise a third round of funding, neither man had a chance to see any of the SimChat advertisements. Not even their Super Bowl ad.

Art had made sure Ashley recorded them for him and Jeb, but neither man had made the time to see the ads. They were told by their employees, friends and families that the ads were great, so neither man rushed to see them, given the critical nature of the company’s cash flow problems.

After Jeff’s revelation at the last executive staff meeting, Art wanted to yank out the tape from the VHS cartridge and strangle Jeff with it. Maybe even the entire engineering team. Maybe that Elliot Sansome fucker. Instead, Art chucked the tape into his fireplace one night, vowing he’d never watch the ads.

3.10.5 All-hands – Jeff disses Elliot, Jeb announce fake sales (2/98)

On Tuesday, February 3rd, three weeks after Jeff officially informed Jeb and the executive staff of the slip in the V1.0 development schedule and just nine days after the Super Bowl ad, Jeb called his usual quarterly all-hands meeting. It had been seven weeks since Elliot Sansome’s last day.

Zach and some of the other guys from the Engineering team drove over to the local hotel together. Jeb had called an “all-hands” company-wide meeting and had decided to hold the meeting in one of the ballrooms in the nearby hotel. There were sodas and cookies on a table as people entered the room. Zach grabbed a Diet Coke and a glass of ice.

After about ten minutes, everyone had taken his or her seat. People were talking in pairs or small groups. Finally, Jeb walked up the aisle from the back of the room, walked to the podium and clipped a microphone on his shirt.

Jeb cleared his throat. The room quieted, but not completely.

“Settle down, everyone. Settle down,” Jeb commanded. The room fell silent.

“Thanks everyone for coming. I know you’re all busy. We’ve got a lot to cover today, so let’s get to it.” Jeb clicked his mouse and an Agenda slide appeared on the overhead screen. The first agenda item was a company overview, which Jeb gave over the next twenty minutes or so. Jeb described how he and Art had started the company, how they’d raised money, who the investors were, how cool their technology was (or at least was going to be), and so on. Most of the employees, except the very newest ones, had heard the same spiel several times before.

Next up was a marketing and sales update. Jeb called for Art to come up and present this section of the presentation.

Art strode up and began his standard pitch. Text chat, while popular, was crap. Text only. So lame people actually published books on all the various sideways “smilies” that could be created by combining characters like colons, dashes and parentheses. Emoticons, hah! Email was just barely becoming multi-media, but wasn’t realtime. The world was ready – eager, even – for what SimChat had to offer.

Again, few of the employees were hearing the pitch for the first time.

As agreed upon, Art segued to the next agenda item, the Development Update. Jeff walked up and Art handed him the clip-on microphone.

When Jeff finally got the mic to stay clipped on to his sport coat, he began. Jeb had given him clear instructions: he had two slides and five minutes max. Jeff had heeded the instructions; he had only one slide and didn’t expect his presentation to take more than three or four minutes.

Jeff put up his slide, which was essentially a table with three columns. In the first column were development milestones, both past and future. In the second column were the originally scheduled completion dates for each milestone. The third column contained actual completion dates for each past milestone and expected completion dates for all future milestones.

Jeff first tried to make everyone feel good about what they’d accomplished so far. He listed the various milestones that they’d already met. “It’s great that we’ve done all that. Really great,” he said to the room. It was a half-hearted effort at best and his audience knew it.

Then Jeff let the shoe drop. “But,” he said firmly, “We have fallen further and further behind. Elliot was a great engineer, but he just did not keep us on schedule.”

Zach was shocked to hear such a direct insult lobbed against a former employee who was so universally respected. Especially since everyone had told Zach that Jeff had specifically instructed Elliot that he, Jeff, would track the schedule.

“I blame myself for this. I’ve been too hands-off. Now that Elliot is gone, I’ll be getting more involved in the scheduling in order to make sure that we stay on track. I may not be as technical as I once was, but unlike Elliot, I take staying on schedule very seriously and don’t see slipping as acceptable.”

Jeff either didn’t notice or ignored the engineering team collectively shifting in their chairs, crossing their arms in front of their bodies, or leaning backwards. Their body language was unmistakable: they were pissed.

“So, great job everyone for the work thus far. Tomorrow, when we’re back in the office for a full day, I’ll start meeting with each of you managers to continue to work on the schedule.”

Zach fumed, as did most of the other engineers. Jeff was oblivious to the animosity he’d created in the room.

Jeb wasn’t, and quickly stepped up to the podium. Even before he had the microphone clipped on again, he was talking, trying to undo the damage Jeff had caused. And he thought he had just the ticket.

Jeb quickly introduced the next item on the agenda, which was a new one – Sales Update. Had the company had a direct sales force and a shipping product, this would have been a standing agenda item. But, since the company was selling to consumers, most of the people in the room were surprised to see this agenda item show up on the PowerPoint slide.

Jeb took back the microphone and grabbed the sides of the podium. “I wanted to share some good news with you on the sales front. Even though I know we’re not quite done with the product I have – drum roll please – two announcements on the sales front.”

Jeb paused for effect, then continued. “First, we have a letter of intent from Compaq to buy 5,000 licenses as soon as we’re production.”

Jeb paused again, this time to let a scattering of good cheer subside, then added, “Second, we have a letter of intent from Merrill Lynch to buy 10,000 licenses if we add the capability to superimpose a running ticker-style message to our output. I’ll talk with Jeff about this later this week.”

A number of SimChat employees cheered from their seats. Most of the cheerers were marketing and business development types. The developers, while happy for the company, were still smarting from, and resentful about, the public dressing down of Elliot Sansome, someone highly regarded by every member of the Engineering team. They also felt the increased pressure that came from having customers lined up for the product. And hated the idea that their CEO was the type that simply added features to the product whenever someone waived a check in his face. To make matters worse, they felt, he almost certainly didn’t change the production date he’d promised. 

Still, even the developers wanted their company to succeed and their stock to become highly valuable. Most knew that getting early sales was critical.

Jeb stood quietly in front of his audience and let the glow of the good news radiate over everyone in the room.  He hoped it applied a balm to the savage gash opened by Jeff’s bludgeoning.

3.10.6 Zach quits SimChat 1 (2/98)

The following day, when Zach walked into his office, Jeff immediately sensed something was wrong. In a scene eerily like the one when Elliot Sansome resigned, Zach greeted Jeff, closed the door and sat down. Just as Elliot had done, Zach calmly removed a single sheet of paper from his notebook and slid it across the desk. Just as he had that fateful day when Elliot resigned, Jeff knew what was happening before he even looked at the piece of paper. Jeff finally glanced at the note, which was short and to the point.

Zachary Thomas








zthomas@yeehah.com








(650) 555-9876








5 February 1998

Jeff Young

VP Engineering

SimChat, Inc.

999 Bryant Street

San Francisco, CA  94103

Jeff,


Please consider this as my formal notice of resignation from SimChat, Inc. effective two weeks from today.







Sincerely,







Zachary Thomas
Zach’s note was even shorter and more to the point than Elliot’s had been. At least he didn’t insult me by implication like that asshole Sansome had, Jeff thought.

Most of the other engineers got so wrapped up with the sales announcements that they forgave or at least forgot about Jeff’s treatment of Elliot. Zach hadn’t forgotten and hadn’t forgiven.

After Jeff had read the note and put it down, Zach said, “What you did to Elliot yesterday was just plain wrong. Publicly disrespecting him like that? Blaming him for a slipping schedule when you’ve been the primary keeper of the schedule? Blaming him for the fact that there’s just way too much functionality in version 1? It’s just plain wrong, Uncle Jeff.”

Zach hadn’t been with the company all that long, and although he’d done good work for the firm, he wasn’t nearly as valuable to Jeff and the company as Elliot had been. Still, an asset is an asset, Jeff thought. And it was his job to protect the company’s assets, he figured.

“Zach, I was hoping it wouldn’t come to this, but I’m afraid you just can’t quit.”

“What do you mean? I just did.”

“No, I don’t think you understand. Do you remember that night? Do you? You were so scared, so frightened. You should have heard your voice.”

It took Zach a moment to realize what Jeff was talking about. That night he’d helped Zach after Zach had broken into that college computer system while in high school.

“What are you saying, Uncle Jeff?” The sarcasm in Zach’s voice was thick. The disdain even thicker.

“I think you know what I mean.”

“Spell it out for me, boss.”

“I’m going to tear up your resignation letter and in return, I’m going to continue to forget about that night.”

Zach could taste the bile in the corners of his mouth. He wanted to throw up. He was so angry with his uncle that he wanted to scream. But he was paralyzed with fear. 

Though not a legal expert, Zach was pretty sure that he could not get into any legal trouble over his transgressions. After all, the FBI knew about what had happened and had let him go. And he’d been sure not to hack into another system since that fateful day. 

Zach, however, did fear that Jeff might somehow spread the word about him, tarnishing his reputation. Zach’s father had often harped on him about how important a man’s reputation was.

Zach sat silently, stewing. After a minute of this, Jeff rose and walked to the door. “I’m glad we have an understanding, Zach,” he said as he walked out of his office, leaving Zach sitting there like a mute idiot.

Five minutes later, Zach was finally able to bring himself to stand up and walk out of Jeff’s office.

3.10.7 Ruth and Jeff (Ruth fees in stock) (2/98)

“Is there any way I can help?” Ruth asked Jeff.

“Not really, honey.  Thanks, though.”

“C’mon.  There’s got to be something I can do.  Do you want me to lower my rates?  I can call Jeb if you want. I’m willing to do that for you, for us, if it would help.”

Jeff was silent.

“I mean it, Jeff.  I’ll do it if you want me to.”

Jeff thought about it.  Ruth’s standard fee was 30% of a new hire’s starting salary.  So for example if she placed an engineer making $100,000 a year, Ruth made $30,000 for placing him.  For executives making $200,000 and up, Ruth’s fees got big, fast.  For SimChat, Ruth agreed to work at 20%, the percentage set as the standard at the company and accepted by the second-rate recruiters that agreed to recruit for the company.  Here she was suggesting lowering her fees even further.

“I can’t ask you to do that,” Jeff finally said.

“You’re not.  I’m offering.”

Ruth then added, “Besides, your stock options will be worth a ton more than the amount we’re talking about losing from my reducing my fees.”

“That’s true,” Jeff replied.  Under his breath, he added, “I hope.” Jeb had just announced that they’d made huge sales to Compaq and Merrill, deals that were worth more than $1 million, after all.

“Hey, wait a second,” exclaimed Ruth.  “We’re talking about my doing this because we believe in SimChat, right?  Because we’re convinced that your stock is going to pay off, right?”

“Uh huh.”

“Well, why don’t I work a deal with Jeb to take my fees totally in stock?  You said you guys were strapped for cash until the third round closes, right?  This way, this’ll help you guys out until you get the next round, and it’ll mean more stock for us.”

After just a bit more discussion, Jeff agreed.  Ruth put a call into Jeb later that evening.

Jeb was more than happy to renegotiate Ruth’s contract such that she would receive 100% stock for her placements with SimChat, rather than cash.  On Ruth’s behalf, Jeff agreed to terms with Jeb, and the deal was done.  Jeff and Ruth Young were now tied even more closely to the IPO of SimChat.

3.10.8 Series C - $40M (3/98)

In March, after more than eight months of grueling fundraising effort, SimChat finally secured a $40 million third round of funding.  The investor parade was finally finished. It had taken 91 presentations to 43 different VC firms.

SimChat had to resort to raising money from a pair of tier two firms and a dozen tier three firms. Luckily, Charleston Rockley, Alto Ventures and the all of the other Series A and Series B investors agreed to participate. Dave Simmons at Charleston Rockley coerced Alto Ventures, which had said it would not play in the Series C round. Jeb would have loved to hear that conversation; it must have been quite a demonstration of raw power.

Simmons did hold to his word, though, and would not lead the round. Jeb and Art stepped up once again. Had either man been a sports fan, they might have likened their accomplishment to a quarterback throwing a game-winning Hail Mary pass on fourth and twenty into a forty mile-an-hour snow blizzard, from his own twenty yard line, with no time left on the clock.

The two entrepreneurs were able to convince the new investors to accept a staggering, mind-boggling pre-money valuation of $300 million. Simmons and the other earlier investors all agreed to keep quiet about any reservations they had, and when the firms signaled their willingness to follow the valuation set by the new Series C investors, that was all it took. It was crazy 1998, after all.

By the time the money was secured, the promises made by the executives at SimChat to the investors bordered on the ludicrous. Jeff wanted to be happy about the Series C investment, but between the ridiculous promises made to the investors by Jeb, Art and Jeff himself and the dilution realities of having raised so much money, even if at fairly high valuations, he just couldn’t be. There was no doubt about it; Jeff was emotionally exhausted. And the company’s first and only product wasn’t even shipping yet.

After the Series C round, Jeb and Art celebrated with their now-traditional dinner capped off with two Cubans and a bottle of 100 year-old scotch. Each man’s initial $350,000 investment was now worth north of $50 million. Jeb’s million options were worth another $20 million, while Art’s options were worth another $17 million. Neither man minded paying $500 for the bottle of scotch.

Both men tried hard to ignore the fact that after two years and three months – nine quarters -- they still had no product.

3.10.9 Move Compaq/Merrill deals up into Q1 (3/98)

Late at night on the 31st of March, a Tuesday, Jeb sat alone in his office. It was well past 2 a.m. – Wednesday technically – and even the hardest of hard-core programmers had long since left. Jeb looked out the large window of his office and saw the city lights twinkling in the distance. He felt like they were taunting him. The first quarter had ended, and, unlike it was supposed to, it had ended without the product achieving production status.

Jeb knew he was only a month away from the next board meeting. The meeting would be the first after the company was supposed to have a product to sell. Up until that point, Jeb focused the board meeting agendas on fundraising, financial status, hiring, facilities issues and the development schedule. He’d planned to switch the focus of the meetings to revenue now that they had a product in the marketplace.

Jeb was proud to have never missed a quarterly revenue target. In over eight years as a CEO and over thirty quarters with revenue targets, he’d never missed a single quarter. Ever. He wasn’t about to miss now. Even if he didn’t have a product to sell. Yeah, it sounded crazy, even to him, but he was not about to miss a quarterly number. Nope. Uh uh. His father had often harped on him about how important a man’s reputation was.

And so Jeb stared out into the darkness looking for a solution. There was always a solution, he repeated to himself throughout the night and into the morning. It became his new mantra: There is always a solution. There is always a solution. There is always a solution.

~~~~~

Jeb found his solution a few days later. He – the solution – was sitting at the bar of a local restaurant, where Jeb and his wife, Tina, had dinner reservations. He was Warren McClung, the Chairman of the Board of Compaq.

Suddenly, Jeb realized his solution had been sitting in his lap the entire time. Apologizing to Tina, he excused himself from their table and walked over to the bar.

After a brief conversation with McClung, Jeb called his contact at Merrill Lynch. Both conversations involved minor price concessions, but nothing more.

Jeb had found his solution.

3.11 Q2 1998 (4/98 – 6/98)

3.11.1 Board meeting – Jeb announce not production, but does announce revenue (4/98)

The April board meeting was held at the Carnelian Room atop the 555 California building in San Francisco. Always one of Jeb’s favorite meeting places, the Carnelian Room offered sweeping views of the city of San Francisco and the bay, fine food and discrete service.

When everyone was present, Jeb called the meeting to order. He wasn’t able to get the first sentence out his mouth before Dave Simmons attacked.

“Jeb, what the hell is this crap about not being production? You told us last meeting – less than three months ago – that you were going to be production in a matter of weeks! How the hell can you still not be production?”

Jeb knew he was going to take a quiver full of arrows to the chest at the meeting and did his best to remain calm. He’d decided before the meeting that the best course of action was to cite an unexpected problem with quality. He’d still get reamed for not knowing about the problem, but knew that his board members at least knew enough not to ship buggy software.

“We hit some unexpected quality problems, I’m afraid,” Jeb lied to the group.

“What do you mean, ‘unexpected’?” This from Peter Xu.

“Well, Jeff, do you want to handle that one?” Art glared at Jeff, who had unforgivably let him down.

“Well, uh, we track our code coverage as part of our QA efforts. Even though we’ve been doing a very good job writing unit tests, we’re still only at a little over 70% line coverage and a little under 50% branch coverage.”

None of the board members knew what the hell Jeff was talking about, but it didn’t stop Simmons from pouncing on what sounded like the fact that less than half of the code had been tested.

“No, it’s not that we haven’t tested half the code,” Jeff tried to respond, “it’s just that, well, yeah, that’s true for branches, but not for lines of code. There we’re almost at 75%.”

Jeb glared once again at Jeff, willing him to shut the hell up. Jeff finally did.

“When will it be fixed?” Again, Peter Xu was the voice of reason, asking the important and forward-looking question.

“Jeff?”

Jeff knew that whatever date he gave here and now was going to be the production date for the product. Period. Or else he would be looking for another job. “Next month, guaranteed.”

“May first it is, then,” Simmons taunted Jeff, knowing full well that Engineers mean the end of a month whenever they give a month as a date, just as marketers mean the beginning of the month when they give a month.

“Uh, no. Friday, May 29th,” Jeff offered weakly, proud that he at least didn’t say the 31st, which was a Sunday.

“Fine. May 29th guys. Make it happen.” Dave Simmons was not one to take the pressure off, ever.

~~~~~

Jeff was excused and the board meeting continued. While Jeff was slumped in an armchair in the lobby, attempting to regain his composure, Jeb was doing his best song and dance to regain some measure of positive feelings from his board.

“The good news, everyone,” Jeb asserted, “is that we will actually meet our revenue target for Q1.”

A moment of silence later, Peter Xu asked the obvious question: How the hell could SimChat make their number for the quarter when they didn’t even have a product to sell?

“Well, Compaq and Merrill Lynch have agreed to large purchases. Over $1 million, even with a deep discount.”

The mention of a million dollars in sales – especially the first million – was enough to get the attention of everyone in the room, including Dave Simmons, who was suitably impressed.

“I’ve gotten both companies to agree to push their contracts forward a bit. I’ve got both signed contracts, dated March 31st. That’s Q1.”

Peter Xu put his head in his hands and shook it mildly. In a supremely character-testing moment, he said nothing. Nor did any of the other board members.

3.11.2 Product V1.0 production (5/98)

On the negative side, the statistics were grim: 27 months total, over a year late, 3 months late from the date given just two months from the last supposed production date, over 900 person-months (over 80 person-years) of development, and over $19 million in engineering headcount expenses alone.

On the positive side, the milestone was important, and had finally been reached: SimChat version 1.0 was production, although still not “generally available.”

Jeff, like many engineering managers, decided to play the game of distinguishing between “production”, which meant that the sales force could sell the product and rightfully charge money for it, and “general availability”, which meant that the sales force could and should freely sell the product to anyone, not just a select number of early customers. Some companies called the first milestone “limited production” or “first customer ship” for clarity.

Jeb and Art were simultaneously pissed that it had taken so long and ecstatic that it was finally done. Jeff, as much as he tried to be excited about reaching the milestone, knew deep down that this time around he’d been even more creative than he’d ever been in his long career in terms of defining precisely what “production” meant.

Whatever his misgivings about the shape of the product – performance concerns, mainly – Jeff knew that he had to take his team out for a celebration. After getting the okay from Jeb, Jeff arranged to get his entire team tickets to the premier of “Godzilla.”

The engineers were only slightly more impressed with Jeff’s good intentions than they were with the surprisingly lousy movie.

3.11.3 Perf Reviews; Jeff asks for Stock (6/98)

In June, it was finally time again for SimChat’s annual performance review, raise and bonus cycle.

Jeff wrote performance reviews for his direct reports as well as for the five people that used him as a “peer reviewer” as part of the company’s 360-degree review program. In total, Jeff wrote ten reviews, which took him the better part of a week.  He didn’t give them the attention that some managers did, but he didn’t blow them off either. Jeff also wrote an embarrassingly gushing review of Jeb, in which he praised his boss well beyond what sanity would allow.

As uncomfortable as some managers found giving reviews and raise and bonus information to employees, Jeff didn’t really mind.  He figured that since he was the manager, he knew better than the employee; it was simply his job to explain reality to the employee, that was all.

But as comfortable and confident as he was giving reviews, Jeff was still squeamish about receiving feedback about his own performance, and receiving his own salary and bonus information.  At the end of the day, Jeff Young was quite insecure and this was one of the many ways in which it showed.

Jeff attempted to analyze his situation. The bad news was that the product had slipped badly at an incredibly inopportune time, costing the company millions of dollars in wasted advertising costs. The good news was that the product had just gone production and Jeff was at the helm when it had. The question was, at which side of the coin would Jeb look?

Jeb called Jeff in to his office on a Friday afternoon, just an hour before a scheduled company-wide beer bash in the company’s kitchen and break room area.  Jeff found the timing surprising, since the management tenet was that you were supposed to give employees bad news on a Monday, not on a Friday where they had all weekend to stew over things.

 “Hey, Jeff.  Grab a seat.  I’ll be right with you… I need to find my notes.”

Jeff sat down obediently while Jeb rummaged through his desk drawer.  A few seconds later, Jeb’s right hand popped out holding a single sheet of white paper with some hand-written notes on it.  “So that’s the amount of attention my review got, huh?” was Jeff’s unspoken thought.

“Well, you’ve been doing a great job over the last year.  Really great.  I know it’s been tough getting performance where we want it, but I’m sure you’ll get there.”

Jeff sighed a sigh of relieve in his mind.  It’s not like he was really worried about getting a bad review, just, well, he just sort of was.

Jeb continued.  “You’ve been a great help working with me on the fundraising side and I always feel like I can count on you whenever I need some information from the product side of the house.  All of your peer reviews came back positive, and all but one of your direct report reviews came back positive too.

Jeff had a momentary stab concerning the “all but one” comment, but it was quickly replaced by a glowing satisfaction that Jeb was giving him a good review.

“That’s great.  Thanks.”

“As for numbers, here are your salary increase and bonus numbers.”  Jeb slid an index card across his table.  Jeff picked it up and took a look.  Good numbers.  Very good numbers.

“Thank you very much.  I appreciate your confidence in me.  I really appreciate this.  Thanks.”

“Deserved, Jeff, deserved.”

“Thanks.  Thanks a lot.”  Electrified from the surge of positive feedback he’d just received, Jeff continued, “I wanted to ask you something.  Would it be possible to get my salary increase or bonus, or both even, in stock?”

Jeb agreed.

And so Jeff Young’s financial future was lashed even more tightly to the company’s IPO.

3.11.4 Early customer complaints (6/98)

With all of the advertising that SimChat had done the previous fall and holiday seasons, the company had a great deal of “buzz,” especially in Silicon Valley. Less than 24 hours from the time that the webmaster pushed the new home page announcing that SimChat version 1.0 was available for download, over a hundred thousand people had registered on the website and downloaded the product. Within a week, the product had been downloaded a whopping half a million times. SimChat was on pace to set the record for early technology adoption.

Jeb and Art were quick to congratulate each other and their employees. The world could finally see what they had seen all along: SimChat was a revolutionary company with a revolutionary product that was going to change the world.

Jeff was less enthusiastic. As the man responsible for fixing the product as problems were found, for somehow magically improving the performance of the product as well as for managing the customer support and billing teams, he knew he was in for even more stress going forward than he’d already lived through. He found himself wishing he’d had waited to hear at least a little of the customer feedback before tying his financial future so closely to the liquidity and value of his company stock options.

Sure enough, within a week, email volume to support@simchat.com skyrocketed. The company had purchased a low-end support ticket tracking system that routed all such email into a large database where support requests could easily be categorized, tracked and reported on. It was easy to tell, only a week after the product’s launch, what the emails were primarily about: performance. Just as Elliot Sansome had warned.

Jeff spent a half an hour each day reading through the email complaints. Half or more were complaints about performance. Most used a large number of FULLY CAPITALIZED words to express the ire of the senders. One of the most creative was a guy that had figured out a way to record a digital movie clip of his persona within SimChat. Maybe the guy had an old 386 machine or maybe he’d digitally edited the video, but in any event, just having to sit through the man’s video complaint about performance – which took over two minutes to play – made the man’s point painfully clear.

Jeff emailed Jeb and Art daily reports from the customer support system. In the body of each email, he summarized the main finding: performance was the number one complaint.

The only problem was that Jeff and his team had absolutely no idea how to significantly improve the performance of the product.

3.12 Q3 1998 (7/98 – 9/98)

3.12.1 Jeb prepares for board meeting (first with product – complaints!)

Having pulled off a miracle at the board meeting the quarter before, Jeb knew he’d need another one at the Q3 board meeting coming up.

The stark reality of the customer complaints was a problem. A big problem. Even Jeb, with his incredible sense of optimism, knew that their paltry conversion rate from 30-day free trials to paying subscriptions would just barely get them to the $1 million revenue mark he and Art had set for themselves for the second quarter. But so few users were converting from their trials to fully paid licenses that the two executives knew the situation was not sustainable.

Jeb tried to honestly assess his standing with the board. The list of his accomplishments was lengthy. He’d come up with the idea for their “killer app,” founded the company and generated a ton of buzz. He’d build the company from ground zero to over two hundred people. He’d hired his management team, however mediocre it had turned out to be (other than Art). He’d made his first revenue goal for the previous quarter, albeit through accounting that was more than a little creative. And he’d finally gotten the product to market.

But Jeb sensed correctly that his standing with the board was not strong. Executive management, just like sales, was definitely a world of “what have you done for me lately?” Back in January, he had told them they’d go production in a matter of weeks and it had turned into almost four months – months! And although nobody told him not to book the Compaq and Merrill revenue, he knew the board members weren’t overly enthusiastic that things had come to that kind of thing.

No, Jeb calculated correctly, there was no way he could go into the upcoming board meeting and honestly discuss the early customer complaints over performance or the disastrous conversion rate. There was just no way.

3.12.2 Board meeting (avoid perf complaints and conv rate; stress revenue targets met; fake) (7/98)

While preparing for the July board meeting, Jeb found himself nervous for the first time in years. Sure, he’d had his share of self-doubt through the years, but his ego and confidence always ruled the day. But here he was 24 hours from company’s first board meeting after they’d gone production with their first release, and he was a nervous wreck.

Jeb talked things over with Art and the two men agreed on how to handle the meeting. More specifically, Art agreed wholeheartedly with Jeb’s suggestion for how to handle the irrefutable message they were hearing from their early users: ignore it. The two men decided to focus instead on the fact that they had once again made their quota for quarter. Both agreed that, if asked, they would indicate that they hadn’t seen enough customer feedback and that it was too early to tell what their conversion rate was.

The following day, Jeb and Art drove to the nearby Stanford Hotel, where their meeting was to be held. Ed Hill, the Chief Executive Officer of Compaq Computers, and SimChat’s newest external board representative, was talking on his cell phone at the bar while nursing a club soda. Ed waved hello, finished up his call, and walked over to shake hands. Hill was named to the SimChat board a few weeks after McClung, Compaq’s Chairman and Hill’s boss, agreed with Jeb to move their deal up into SimChat’s Q1. Art’s press release proudly announcing the benefits of having such a distinguished executive join the SimChat board made no mention of the Compaq sale. The press release announcing the sale would be held until a few months after the product went production and there would be no red flags concerning revenue recognition.

“Congratulations on shipping, guys,” Ed said.

“Thanks Ed,” Jeb replied, the sincerity of Ed’s well wishing clear.

The three men made their way to the small meeting room where their meeting was to be held. As they walked in, they noticed a table along the wall with coffee, tea and an assortment of pastries. They helped themselves and then sat at the rectangular table in the middle of the room. Jeb, as President, CEO and Chairman of the Board sat at the head of the table, at the end furthest from the door. Art sat to his right, while Ed sat down the table a ways. Ed knew that Dave Simmons would want the seat at the other end of the table, and Peter Xu would want a seat closer to the middle of the table on Art’s side, both choices perfectly reflecting the personalities of the two men.

Peter Xu walked into the room a few minutes later. He too gave his congratulations to Jeb and Art, took a plate full of fruit and a muffin and took his expected place at the table.

Twenty minutes later, fifteen minutes late, Dave Simmons walked in, helped himself to a cup of coffee and took his seat at the end of the table, across from Jeb.

The tension between the two men was instantly evident before Simmons’ well-fed behind even hit his chair. He offered no apology for being late and in a classic “the best defense is a good offense” maneuver, stated authoritatively, “Let’s get started.” The next round in the power struggle between Jeb and Simmons had begun.

Jeb took a deep breath to calm himself and then began. On the wall behind him was the projection of the first of the PowerPoint slides he had for the meeting. It showed the agenda for the meeting. Absent from the list was any mention of discussing early customer feedback or the conversion rate.

Jeb spent a good portion of the meeting discussing a slide that showed a chart one line representing the company’s planned revenues for the year and another line representing the company’s actual revenues. Of course, the “actual” line only contained real, actual revenue numbers for two quartes. The remainder of the line represented projections just like the first line. Nobody said anything about that.

Jeb was also sure not to mention that half of the revenue for the latest quarter had come from another dicey “pre-pay” deal, or that their conversion ratio for consumers was completely unsustainable. They’d met their revenue projection, he figured. These guys didn’t need to know the details.

~~~~~

Two hours later, the meeting ended. Once only Jeb and Art were left in the room, Jeb let out a huge sigh. He’d managed to steer through the meeting and fill two hours without having to go into the most troubling aspects of the company: performance was horrible, which was translating into a torrent of customer complaints and an abysmal conversion ratio from 30-day trials to paying subscriptions.

3.12.3 Product planning for V1.1 (7-8/98)

Jeff was finally able to get on Jeb’s schedule the first Wednesday in July. Jeff had suggested that Art also attend, but Art was out on a sales call.

Jeff entered Jeb’s office and sat down nervously. He carried with him a stack of charts and reports that clearly showed that the overwhelming concern voiced by their early users was performance.

“I’d like to focus the 1.1 release exclusively on performance,” Jeff said as soon as Jeb had joined him at the round conference table in Jeb’s office.

“I know performance is an issue, Jeff. I’ve seen the reports you’ve sent me. But I don’t want us putting all of our energy in just one area. We should definitely put a bit more manpower on that problem, but I don’t want to see the rest of the product lag.”

Before Jeff could protest, Jeb added, “What else is on your 1.1 candidate features list?”

Feeling the queasy feeling that comes with knowing your car is beginning to dovetail on an icy road but unable to do anything about it, Jeff began listing the many features and improvements they had conceived of, but had not yet implemented. One in particular caught Jeb’s fancy.

“I’d like you to make sure you get ‘self-updating client’ into 1.1. I don’t want our users to have to continually download our new versions. People just won’t do it after the first or second time. And, wasn’t this supposed to be in version 1.0 anyway?”

“Yes it was, but it got dropped in order to keep to the schedule.”

Jeb wanted to taunt Jeff with a barb about just how poorly Jeff had actually ‘kept to the schedule,’ but said nothing. Jeff wanted to taunt Jeb by adding that Jeb himself had approved the decision to drop that feature in order to launch when they had, but wisely said nothing further. Both men sat in silence for a full minute.

Finally Jeb broke the silence. “Get me at plan for 1.1 by close of business Friday. Put 50% of your team on performance if you need to, but no more. And make sure ‘self-updating client’ is on the schedule. Give me your best recommendations for the remaining new features, enhancements and bug fixes. I need the release out by the end of August, period.”

“Okay, boss. Got it,” Jeff said as he rose to leave.

3.12.4 V1.1 development (7-8/98)

Jeff understood Jeb’s desire to get the ‘self-updating client’ feature into the product. It had been on Elliot’s original V1 feature list from the very beginning and Jeff had always thought it was important. Without it, each time SimChat had a new version of client-side software that ran on user’s PCs, each user would have to re-download the new version, something of which most users would quickly tire. With automatic update, the client software itself would regularly communicate with the SimChat website to determine if the user’s client software was up-to-date or not. If not, it would invisibly update itself with the latest and greatest code. This was a feature that would simultaneously benefit the users, who wouldn’t have to constantly update their software, as well as SimChat, which would be able to de-support older versions of their client software more quickly than they would otherwise be able to.

But Jeff couldn’t understand Jeb wanting to put the feature ahead of a full frontal attack on their huge performance issue. If the product didn’t perform fast enough to be usable, Jeff thought to himself, they wouldn’t want to upgrade it anyway.

But Jeb had been quite clear that he wanted the feature in the 1.1 release, and that Jeff was to limit the team’s efforts in the area of performance. With the mandate clearly spelled out for him, Jeff put together a development plan for version 1.1 and showed it to Jeb on Friday as instructed.

The following Tuesday, Jeb announced at the executive staff meeting that he had approved of Jeff’s development plan for version 1.1, without modification. Jeff wondered how many people knew that the plan had effectively come directly from Jeb.

Over the next two months, Jeff had half of his team focus on improving performance, had a pretty sizable team work on the self-updating client functionality, and had the remaining few engineers fix a number of bugs and implement a few new features.

Given the short time frame and the limited amount of new code that got written, Jeff was able to keep the release on schedule. The last week in August, SimChat’s website announced that version 1.1 was available for download. Jeb had the Webmaster include language describing how the release had been “focused exclusively on performance” and citing the “dramatic performance improvements” that had been made. Jeff wanted to throw up when he read that.

3.12.5 Complaints still about performance (9/98)

Downloads of the company’s version 1.1 release were a tiny fraction of the number of downloads of version 1.0. Jeb and Art convinced themselves that the drop off was primarily due to the fact that it had been over six months since they’d done any large-scale advertising. Neither man was willing to entertain the thought that many people had given them just one shot, which they’d blown with a poorly performing product.

As he had done after the 1.0 release, Jeff again closely tracked support complaints. And, as was the case with the 1.0 release, there was still only one significant trend easily detectable in the support cases: performance still sucked.

This time around, there were a number of complaints from people saying that they had tried version 1.0, felt that it was too slow, then excitedly tried version 1.1 after reading how the release was supposed to have fixed the performance problems only to find that the release wasn’t much better. Almost all of these people indicated in their emails that they would not be giving the company a third chance.

By the end of September, almost two million people had downloaded and tried SimChat’s product. Impressive, until you realize that few if any of these people would ever try the company’s products again, and most would likely tell their friends about how horrible the product’s performance was. After two million downloads, SimChat had 10,000 paying customers – a conversion rate of a whopping one half percent. By the end of October, over half of these customers would cancel their subscriptions.

3.13 Q4 1998 (10/98 – 12/98)

3.13.1 Advertising Friends Chats 5M (10/98)

Sitting in his office late one night a few weeks after version 1.1 shipped, Art was as proud of himself as he’d ever been. Earlier in the day, SimChat had inked a $5 million deal with NBC whereby the stars of the Thursday evening primetime show “Friends” would be available to SimChat with their fans during the first two weeks of the television season.

Always wishing he’d gone to Hollywood and forged a career there, with all the pretty people, Art was psyched the moment idea hit him. Jennifer Anniston, Courtney Cox and Lisa Kudrow! Art could hardly believe it. Art was excited to meet the three beautiful actresses. He was also excited to meet the extraordinarily talented and funny guys that played the “Joey” and “Chandler” characters. He could take or leave that goofy Schwimmer guy.

When sweeps week rolled around, NBC began running short 15 second spots telling viewers that if they went to SimChat.com and downloaded the free trial version of SimChat’s software, they could chat with the stars of the show. The commercials indicated that the schedule for the actors and actresses was posted on SimChat’s website.

Almost immediately, the network clogged with hundreds of thousands of men trying to get a chance to see Jennifer Anniston and Courtney Cox, even if simulated by a computer.  Fewer people signed up to chat with Lisa Kudrow, and significantly fewer people signed up to chat with the show’s male stars.

Expecting that they were going to experience a deluge of site visits, SimChat’s web operations team had specifically engineered the website such that the main website, signup page and download page was served from a separate server farm from the one that served the actual celebrity SimChat simulations. Jeb had Okayed a lease of dozen honking-big Sun UltraSPARCs at a cost of over $2 million in an attempt to ensure good performance.

Each star was scheduled to be available for two hours in the morning and two hours in the afternoon, Monday through Saturday for each of the two weeks.

By Monday afternoon, it was clear to everyone – stars and users alike – that SimChat would have to schedule fewer concurrent chats. It was also clear to the SimChat engineers that they’d have to limit the chats to as short a time as possible so that the horrible latency problem they hadn’t been able to fix wouldn’t be as apparent. Jeff had asked Jeb whether they could limit the chats to 15 seconds. Jeb laughed and condescendingly explained to Jeff that unless the chats were at least 5 minutes, people would feel cheated.

Instead, people felt frustrated. Except for the die-hard fans and hard-up creeps, most people just simply disconnected after a minute or two. Many times, the actors found themselves staring at an unchanging screen wondering what had happened to the person on the other end of their chat session until a network timeout occurred at reset the software.

Art had accomplished his goal of meeting some of the most beautiful people in the world, but SimChat had fallen well short of its goal of generating positive buzz for the company and its technology. Quite the opposite, the product continued to disappoint throngs of potential customers.

3.13.2 SimChat Desperation Board Mtg (10/98)

At Betsy’s request, the Q4 board meeting was scheduled for the earliest possible date in October. Betsy had hounded Jeb. Jeb had conferred with Dave Simmons, who agreed the meeting needed to happen asap. Simmons even cancelled an east coast trip to make the meeting.

As Dave Simmons walked into the room, the various side conversations quieted down and then stopped altogether.  Simmons grasped Jeb firmly by the shoulder and quietly suggested that Jeb called the third quarter Board meeting to order. Jeb did so, knowing that Dave wasn’t one to merely “suggest” something.

After a brief company status update, Jeb brought everyone’s attention to the matter at hand. Quite simply, SimChat was running out of money.

Betsy, the company’s controller, distributed copies of the company’s financial statements.  A one-page cash flow projection was on top.  It showed SimChat’s cash balance diminishing at an alarming rate and leaving the company unable to make payroll in just over two months.

“How the hell did we get into this predicament?”  This from Ed Hill.  Compaq may have had its share of issues, but it’d never gotten anywhere near this out of control.

“Yeah, how the hell did we get into this mess?” needled Simmons.

“Ed I know you’ve just recently joined the board,” Jeb started, “but Dave, come on, you know very well how.  You’ve been to the meetings.  You’ve approved our headcount plans.”  Jeb burned inside.  It was so easy for Board members to criticize the CEO, Jeb thought to himself, not for the first time.

“Let’s go over things once more.”  Peter Xu tried to quiet the storm, at least temporarily.  Seeing nods around the table, he went on.

“Before the Series B funding, we had approximately $1.2 million in the bank.  We raised $25 million as part of the series B. Actually, given what actually closed we raised only about $23.4 million.  So, high water mark, we had $33.6 million.  That was six months ago.”

Having presented the cash side, Xu began to outline expenses.  “On the personnel side, we have 180 employees now.  Our burn is just over $3.8 million per month.  On the facilities side, we’ve spent about $5 million on the data center build out in preparation for launch and we just moved into the new space, which meant putting up another $5 million as a security deposit. Plus we’re about to do another hugely expensive holiday advertising blitz.”

“How the hell did we get into this predicament?”  Ed Hill asked again, exasperated.

Jeb responded.  “We agreed to accelerate hiring at our last meeting.  We’ve hired over 70 new people in the past 4 months alone.  And we agreed to the upcoming ad campaign, too. Again, Ed, everyone, we agreed to all of this.”

“Yeah, but we agreed based on a plan that showed launch back in January and that showed over $5 million in revenue by now.”

There wasn’t much Jeb could say about that. Not only had the product not gone production on schedule, but Jeb had been unable to pull off another miracle; for the first time in his professional career, he’d missed his quota for the third quarter. He had posted a $3 million shortfall for Q3, 1998, a quarter that he would forever remember as a black mark on his otherwise sterling career.

Jeff, who had been invited to the meeting to answer questions about the delays in product launch, naively asked, “And why didn’t we raise more Series B money?”

Unwittingly, he’d stepped right into the crosshairs of the Board.  Dave Simmons answered, his teeth grinding together.

“Because Jeb and Art got greedy, that’s why. They can explain it to you another time. Why the hell are you here, anyway?”  Simmons snarled at Jeff. Turning to Jeb, Simmons continued his tirade. “Why is he here, anyway, Jeb?”

“He’s here to answer any questions about the product and the schedule. Does anyone have any?”

Jeff, in a rare moment of political blindness, offered, “We just finished version 1.1, which was on schedule.”

“Great. That’s just great,” said Simmons with disdain.

Jeb leaned over to Jeff and whispered into his ear. Jeff blushed, gathered his things and rose to leave. “If there are any questions about the engineering side, Jeb will let me know and I’ll get back to you via Jeb.” And with that, Jeff skulked out of the room.

After the door closed behind Jeff, the meeting continued.

 “Jeb, Art, I need you two to fix this mess,” demanded Simmons.

Jeb was steaming inside, but replied as calmly as he could, “We will.”

Art looked at Jeb, amazed once again at his business partner’s seemingly limitless confidence. The man truly was walking ego, with a capital ‘E’, ‘G’ and ‘O’.

“How?” asked Peter Xu.

“I’ll start by going through the org chart line by line tonight. I should be able to trim away 10-20% without too much trouble. As you suggest, we’ve probably gotten fat and I can do some trimming.” Jeb began thinking about all the people in the Engineering organization, half of whom he had no idea what they did to earn their keep.

“What else?”

“I’ll talk to Jeff about digging deep into his Rolodex to find outstanding engineers that can help us wrap up version 2.0 and get it on the market.”

“What else?”

“Art,” Jeb said turning to his right-hand man, “can you figure out a way to get us a line of credit or something?”

Art knew it would be next to impossible given that the fledgling company had an unproven product in its infancy, almost no paying customers and questionable revenues, and hence no reliable income stream from which to repay a loan. But he had to back up his partner and friend in front of the board. “Sure thing, Jeb. I’ll think of something.”

“Great. Thanks,” Jeb said to Art, knowing what the man had just done for him.

“What else?” Dave Simmons was nothing if not an insistent prick.

Jeb realized what Simmons was implying. He was right.

“And I’ll work out a plan to get the wheels down.”

“Good,” Simmons said, then steamed out the door.

3.13.3 Bonehead CEO Jeb starts layoffs (10/98)

True to his word, Jeb spent most of the night pouring over the company’s org chart. He looked at each job title on the most recent spreadsheet and put a mark next to each job title that he didn’t fully understand. Most of the marks were in the Engineering division, not surprising given Jeb’s background on the sales and marketing side of the world. After trimming the list a tad, he’d identified his targets.

Unfortunately, Jeb made his decisions based on whether he understood each job, not whether the job was actually necessary for the company to succeed.

~~~~~

“Who are you?” Jeb asked.

“I’m Dave.  Dave Lewicky.”

“What do you do here?”

“I’m an fascio anatomy expert, Mr. Rogers.”

“A what?”

“A fascio anatomy expert.  I have a degree in physiology.  I’m an expert in the muscular and skeletal aspects of the human head.”

Jeb still didn’t get it.  What did this guy actually do all day long?  What did he do to earn his salary?

“Do you write code?  Are you a programmer?”

“No, I’m not.”

“And you’re not a salesperson, right?”

“No, I’m not.”

“Well, if you aren’t a developer, and you don’t sell, tell me again exactly what it is you do here.”

Dave swallowed hard and began.  He explained that without detailed knowledge of human physiology – of the head in particular – the company’s product would be a flop; it would amount to only so much cheesy animation, effectively. Max Headroom at best.

“Your programmers are good, Mr. Rogers.  But, left to themselves, they may come up with the world’s most elegant architecture, the best library of reusable objects, the cleanest code and so on, but their talking heads will look like, well, talking heads. In order for SimChat to actually work, sir, people actually have to believe what – whom – they’re seeing is real.  I help them do that sir.

Jeb understood to a point.  But he was an old school, by-the-numbers kind of guy.  He understood the costs – traditional costs, anyway – of software development, if not the work itself. All of his experiences to-date, and all that he’d learned from other people, other companies, books and magazines didn’t account for people like this Dave guy.  His standard budgeting spreadsheet model just didn’t have a line for “fascio anatomy expert.” And he had three on staff, Dave being one of them.

Finally, Jeb said to Dave, “I see.  Well, good to talk with you.”  Jeb rose to shake Dave’s hand.  Even while shaking Dave’s hand, Jeb thought to himself, “You’re overhead, buddy.  And I definitely don’t see the need for three of you.”

~~~~~

As timing would have it, Dave had called a meeting with the HBML team and runtime engine developers to discuss the mouth subsystem for immediately following his meeting with Jeb.  A part of him really wanted to cancel the meeting and blow out of the office given his disturbing conversation with the CEO, but Dave was a true professional.  He’d have the meeting; he’d give his best effort.  That’s just the way to do things, he felt.

He’d scheduled his meeting at 2:00 since Jeb had scheduled their meeting at 1:00.  He’d felt certain that one hour would be enough time for whatever the CEO wanted to talk about.  And he’d been more right than he expected – their “meeting” had lasted all of ten minutes.  Dave had used the unexpected 50 remaining minutes to catch up on email and to return a few phone calls.

Dave began the meeting on time at 2:00 by writing the agenda on the whiteboard.  His agenda was simple and straightforward; he intended to focus on two main topics in the meeting. Everything else could wait for another meeting.  One thing he’d learned early in his career was that software guys just didn’t share his passion for anatomy and physiology.  He’d realized that success would only come through patience.  So Dave deliberately spread out the various topics across many conversations and meetings over many weeks.

“Ok guys.  Here’s the deal.  I hate to break it to you, but we’ve got a long way to go here.”

Dave continued, “I’ve got my notes here from last night’s build, and I want to go over them with all of you.”

“Did you get the first, automated build?  ‘Cause Katie found a few problems, fixed ‘em and then did another, manual build around 1:30am or so.  You should take that one.”  This from Charles Dwight.  Dave didn’t know software development that well, but he felt like Charles should have been on the Release Management team, not the base Development team; he seemed so much more interested in the nightly build process and, from what he could see, Charles didn’t actually get many features implemented.

“Yes, Charles, I took build 317.  Katie confirmed that was the right build.”

Dave took a swig from his Diet Coke can, took a deep breath and started.  “I see dozens of problems, but I think we should focus on the top three or four issues.  First let’s talk about hollow mouth.”

Two hours later, Dave’s meeting ended.  Forty-seven “bugs” – software-speak for detailed “action items” relating to fixing specific software functionality – had been assigned to the various programmers in the meeting.  Dave had assigned another eighteen action items to himself.

~~~~~

Dave would never get a chance to close all eighteen of his action items. He was let go as part of a reduction in force a week later as the first step in Jeb’s cost-cutting efforts.  Thanks in part to having overheard a conversation between Jeb and Jeff, Dave had seen it coming, and was able to begin interviewing at other companies even before he was laid off by SimChat and that bastard Jeb.

3.13.4 Zach quits SimChat 2 (11/98)

On November 9th, a bright, chilly Monday morning just two weeks before his first year anniversary at SimChat and 277 days after his first attempt to resign, Zach walked into Jeff’s office. It was the first time the two would be alone together since Zach’s first, aborted attempt to quit.

When Zach walked into his office, Jeff immediately sensed the anger and aggressiveness in his nephew’s gait and posture. The kid just wouldn’t let things lie, Jeff thought to himself. Why can’t he see that I’ve given him a good job, a chance at wealth beyond his wildest imagination?

As he had done ten months earlier, Zach removed a single sheet of paper from his notebook. This time he slapped it on the desk in front of Jeff.

Jeff sighed and glanced at the note.

Zachary Thomas
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9 November 1998

Jeff Young

VP Engineering

SimChat, Inc.

999 Bryant Street

San Francisco, CA  94103

Jeff,


Please consider this my formal notice of resignation from SimChat, Inc. effective today.







Sincerely,







Zachary Thomas
Zach’s note was a replica of his first note, except for the change in the date and the pissy lack of two weeks notice. Jeff found himself admiring the kid’s chutzpah, if not his judgment.

After Jeff had read the note and put it down, Zach said, “I’m leaving, Uncle Jeff.”

“But, Zachary, you’re a highly valued member of my team. I’d hate to lose you.”

“Yeah, right. At least have the courage to be direct, Uncle Jeff.”

“Alright. Fine. Do I have to remind you of our conversation last time?”

“No.”

“Well then?”

Like the last time, Zach sat silent. This time, however, he didn’t panic, instead controlling his rage and harnessing it into the power to act.

In his mind, Zach was transported back to college. Zach replayed the thousands of poker hands he’d played while in college. He’d gotten hooked on the game his freshman year in the dorm. His roommate that year, Brad Ungar, had gotten him hooked. The two of them would stay up for hours playing. Early on, they decided to simply keep track of their game on paper. They filled an entire 80-page notebook. College ruled. At various times, Zach owed Brad over five hundred dollars. A few times, Brad owed Zach over two hundred. But at the end of the year, Brad wrote Zach a check for the grant total of seventeen dollars and forty three cents he owed. The two had remained friends and poker buddies all through school.

Later, when getting his Ph.D. at Stanford, Zach played even more poker. He played three or four nights a week. Sometimes with friends, sometimes as part of a semi-organized circuit, with games for real stakes. Through it all, Zach learned two of the most important lessons he would ever learn. First lesson: sometimes people bluff. Second lesson: Sometimes you have to call their bluff.

Eventually, after a full minute of silence, Zach stood up and said calmly and evenly, “See you around.”

“Where are you going? What are you going to do?”

The door swung closed as Zach turned the corner and walked away. It was the last time he would ever speak to his uncle again.

3.13.5 Zach exit interview + gets started (11/98)

That afternoon, when Zach was asked in his exit interview why he was leaving SimChat, he said simply that he was “pursuing another opportunity.” The HR representative didn’t press him to elaborate; she never did. It was so much simpler to just go through the motions and fill out the paperwork rather than actually do the hard work of probing for meaningful feedback on what outgoing employees felt was wrong with the company.

When she asked him why he wasn’t waiting around just another two weeks in order to vest his first year’s stock options, Zach answered that he needed to get to work right away on his new project and that he didn’t have any time to lose.

“But the options could be worth a fortune,” she’d said, incredulous that someone would be in such a rush not to wait a lousy two weeks for so many options – ten times as many as she had been granted.

“Actually, I don’t think so,” Zach said with blatant honesty. “Besides, I think I can make a great deal more as a result of my next project.”

The HR woman didn’t know what to say to that.

~~~~~

The following day, a Tuesday, Zach took stock of his assets. He had saved about $20,000 in his checking account. It wouldn’t be enough. He also had an incredible collection of music albums. Not CDs, but good old-fashioned vinyl. He figured the collection was worth another $10,000. He could also cash out his 401(k), which, after the penalty he’d have to pay, would net him another $5,000 or so. All together, he figured it would be enough. Just barely.

It took a few weeks to sell the albums at a price he could live with and for the paperwork to go through for his 401(k) withdrawl. Finally, he had gathered all of the cash. $34,475 total. It would have to be enough.

3.13.6 Advertising World Series 8M (11/98)

A month or so after the “Friends” fiasco, Art was back at it again. He was clearly enamored by the Hollywood angle than the actual business benefits. This time, he inked an $8 million deal with Major League Baseball. Throughout the World Series, fans could SimChat with members of the New York Yankees, who were trying to make up for a dismal 1997 after winning the World Series in 1997. Fans could talk with their heroes, even get batting tips described – and shown! – to them via SimChat’s revolutionary new technology.

Learning somewhat from the “Friends” campaign, Jeb approved the leasing of $5 million worth of high-end server computers, and went with a reduced schedule of availability for the players. He also limited the chats to three minutes after he simply couldn’t take Jeff’s incessant whining about the issue.

Even with the extra hardware, the limited schedule and the reduced chat times, the results were the same: people just refused to wait for the SimChat software to “catch up” to what they wanted to say. At one point, things got so frustrating that one of the Yankee players actually picked up his bat and smashed a hole in one of the hotel walls at the hotel at which SimChat put up the participating players. Art agreed to pay for the damage in an effort to reduce the likelihood that the player would spout off about how frustrated he was using the SimChat software.

3.13.7 Art has “career talk” with Ashley (11/98)

Ashley Jones graduated from the University of California, Berkeley with a B.A. in Biology, finishing with a 3.5 grade point average. Still, she had no real employment prospects based on her Biology degree. Sure, she could have continued with her education and gotten a Ph.D. so as to be qualified to work in the biotech field, but Ashley just didn’t see four or five more years of school in her future. So, like her roommate who had become an executive assistant at Oracle Corporation, Ashley interviewed for the same position at a small startup, SimChat.

Art Skeeter had hired her on the spot. Ashley had become SimChat’s 5th hire, after the company’s initial three engineers and Elliot Sansome. She was now the company’s most senior non-founding employee.

Ashley was not only smart, but she was also stunningly beautiful. Ashley was 5’ 8” and weighed 115 pounds. Tall and lean, Ashley had the body of an athlete. She’d run track in high school, and had continued to run recreationally during college. Not only was she in good shape, but Ashley was fanatical about taking care of herself. The results showed: she had supermodel hair; perfect, blindingly white teeth; and flawless, golden skin with nary a blemish in sight.

Art remembered when he’d interviewed her. It took all of his concentration to stay focused on the interview questions, and her answers, rather than on Ashley’s magnificent brown eyes and perfect face. It was obvious from her answer to his very first question that she was smart and articulate. A few questions later, Skeeter was able to add ‘hard-working’ to his list of attributions for the young lady. Skeeter had been around long enough to know that getting a person like Ashley to work as an executive assistant for $40,000 a year was a steal. He’d made sure she accepted on the spot.

Now, almost three years later, and in their company’s time of need, Art needed Ashley’s help with something delicate. And he knew just how to motivate her to help.

“Hey Ashley, could you come in here for a second,” Art called out his door one day.

“Sure,” Ashley replied, getting up from her Aeron chair and walking across from her cube to her boss’ office.

“Close the door, would you?”

“Sure,” Ashley replied again.

“Listen, I know you’ve been wanting to help out with more of the marketing activities around here.”

“Yes, I have. For a long time now, Art. I really think I can do a good job for you. All I need is a chance.”

“Well, you’re going to get it.”

Ashley beamed a radiant smile. Art forced himself to stay focused on the task at hand.

“I’d like you to help Mary out with the web site redesign project. You can work it out with her, but I was imagining you could help out with the corporate information portion of the site. You know, about us, executive team, how to contact us, etc.”

Ashley was underwhelmed with how little real “marketing” was required for the work she was being assigned, but she didn’t complain. She was finally going to get to help out with the actual work of the marketing team!

“Thanks! That’ll be great. I’ll talk to Mary right after we’re finished here.”

Having Ashley where he wanted her, Art now played his hand. He didn’t like having to ask her, but Jeb and the Board had made it clear that they needed everyone to do everything and anything they could to help out. His boss, partner and long-time friend Jeb needed him to come through on this one.

“Just one thing, Ashley. I need a favor…”

3.13.8 Ashley dinner with loan officer (11/98)

The following Friday, Ashley left work a little early, with Art’s blessing. After a few last-minute words of encouragement from him, she headed home, showered, shaved her legs, rubbed her finest body oil all over her body, and snaked into one of her favorite, body-hugging cotton dresses. The dress was dark blue with a white flower print, and came to just around the middle of her thighs. Underneath, she wore a blue camisole she’d bought from Victoria’s Secret on the way home.

Ashley stood in front of the mirror in her bathroom applying her makeup. Before putting on her lipstick, she paused and looked at herself in the mirror. What have I become? Is my career that important to me? What kind of man do I work for, that would ask me to do this?
Her questions unanswered, Ashley finished applying her lipstick when her doorbell rang.

~~~~~

The man at the door was just as she imagined him. Short, balding with the early stages of “the comb over”. About 40 or 45. A big pudgy. He was the walking caricature of a bank employee, which is exactly what he was.

Fred Barnes was a loan officer at the Wells Fargo Bank nearest SimChat’s headquarters. He’d been there eighteen years, the last twelve in the same role. Each weekday for the past eighteen years, Fred Barnes rode his bike exactly 1.1 miles to work, unclipped his pant leg (well, most of the time, anyway), took off his helmet revealing less and less hair that was more and more disheveled and sat at his desk from 9:00 a.m. until 5:30 p.m., with a half an hour for lunch. Each day, he met with small business owners looking for loans. And each day, he turned most of them away.

A few weeks earler, he had turned away Jeb Rogers, CEO of a high technology startup called SimChat.

“Hi Fred,” Ashley said with as much excitement as she could manufacture.

“Um. Hello Ashley,” Fred stammered.

“Come on in,” Ashley offered. 

“These are for you,” Fred cooed as he handed Ashley a bouquet of flowers he’d gotten at the local Safeway just a half an hour before.

“Thank you. They’re lovely,” Ashley fibbed. “Please come on in. Make yourself comfortable in the living room while I put these in water.”

A minute later, the flowers in a small glass vase on the kitchen counter, Ashley walked to the living room. Fred was sitting on the edge of the couch, legs pressed together, back erect.

“Would you like a glass of wine? I have some chilled.”

“Oh, no, thank you. I really shouldn’t since I’ll be driving.”

“Ok, maybe you’ll have a glass with me at dinner,” Ashley tried.

“Uh. Okay. Sure.”

“Well, why don’t we go, then? Maybe they’ll seat us early and then we can have more time afterwards.” Ashley wanted to throw up at her subtle innuendo.

In spite of – or perhaps because of – being shy and awkward around women, Fred had a heightened sense for subtle innuendos. It was all he could do to hide his erection as they walked to his car.

~~~~~

Dinner was a nightmare, thought Ashley.

Dinner was a dreamy wonderland, thought Fred.

Ashley tried her best to engage Fred in conversation. She tried to talk to him about television, music and movies but to no avail. “I’m not that familiar with popular culture,” Fred had said at one point. She tried to talk to him about current events, but although he seemed interested, she didn’t actually know that much about what was going on in the world, unless you counted knowing when the various women’s clothing retailers were having sales. Then she tried asking him about his work and he didn’t stop yakking about it for the next hour, unaware of her drooping eyelids, her sagging shoulders and her obvious disinterest.

Fred wasn’t really sure what they were talking about and, at least until she’d asked about his work, didn’t really care. He was having dinner with a stunningly beautiful woman. She was sitting right across the table from him. She was with him. Him. In public. And she actually seemed interested in him, he thought to himself.

For dessert, Ashley ordered a bowl of fresh strawberries with cream. Fred ordered a cappuccino. Ashley did her best to imitate some sexy actress she’d once seen eating strawberries. It was the most sensual thing she’d ever seen. She, Ashley, was the most sensual thing Fred had ever seen.

After Fred paid the check, the odd couple left the restaurant and walked to Fred’s car. Ever the gentleman, Fred walked Ashley to her side of his car to open her door for her. Emboldened by the three quarters of a bottle of wine she’d had to drink at dinner, Ashley leaned into Fred, put her hand on his neck and pulled him in for a full, wet kiss. Fred’s half glass of wine was wholly unnecessary for him to respond eagerly and clumsily.

The ride back to Ashley’s place was quiet. Fred awkwardly had no idea what to say or how to act. Ashley was bracing herself for what she had to do.

~~~~~

“Want to come up?” Ashley said with her best smile.

“Uh. I’d love to. Thanks. I mean, sure. Thanks. Uh. Sure.”

Ashley cringed as she walked up the front stairs in front of Fred. Still, she did her best to sway her hips for his benefit. Fred did his best to hide his erection as they entered Ashley’s apartment.

“How about a full glass of wine now?”

“Uh. No I don’t think so. I mean, I had some at dinner and it’s not a good idea for me to drink any more since I have to drive.”

“No you don’t.”

Gulp. “Huh?”

“I said, ‘No you don’t.’”

Gulp.

“I’ll be right back,” Ashley purred.

Fred had no idea what to do with himself until Ashley returned a minute later. She placed a bottle of wine and two wine glasses on the coffee table, then turned on her CD player. The soft sounds of Luther Vandross filled the room as Ashley proceeded to light a half a dozen candles around the room.

“Let’s sit on the floor. Right here,” Ashley said, taking control.

~~~~~

Fred hadn’t questioned why a beautiful, young girl like Ashley would agree to go out with him. She’d come into the bank earlier in the week. She was looking for a Day Timer that her CEO, Jeb Rogers, said he might have left at the bank, she’d said. Fred didn’t know that Jeb’s Day Timer had never left Jeb’s briefcase. Eventually Fred exhausted his search for the missing folio.

Ashley had made strong, seductive eye contact with Fred. She’d arched her back and tossed her hair back, willing him to ask her out. He’d come through and she’d coyly accepted his invitation.

Now, just 72 hours later, lying next to a goddess and with sudden clarity, Fred understood why Ashley had been so friendly that day in the bank, why she’d agreed to go on a date with him, and why he’d just had sex with the first pretty girl he’d ever been with. And, amazingly, he didn’t care. He had sex with Ashley again, this time in her bed, before they fell asleep, then again in the morning. Then he dressed quietly so as not to disturb Ashley, who had nodded back off to sleep.

After an Egg McMuffin and orange juice, Fred drove to his office, unlocked the door and began the paper work to approve a $20 million line of credit for SimChat Corporation. He could still smell Ashley on him when he signed and stamped the final papers.

3.13.9 Betsy: < 4-5 mos $ (11/98)

Jeb, Art and Betsy sat at a quiet table in the back of their favorite Japanese restaurant. They decided to meet for dinner at 8:30 p.m. so that the restaurant would be mostly clear of patrons. Besides, all three worked until 8:00 p.m. most nights anyway.

Jeb ordered Nabeyaki Udon, while Art ordered a sampling of Sushi and Sashimi and Betsy ordered Chicken Teriyaki. All three sipped on sake while their food was being prepared.

Betsy dove in straight ahead, like she always did. It was one of the things that made her so good at her job, but also something that had ruffled a few feathers over the years.

“Guys, even after the layoffs and including the line of credit, we’re down to four to five months’ worth of money. And, technically, if we get down to having only one month’s worth, we’re supposed to report it. So, really, we have three to four months to figure something out.”

The three SimChat executives leaned away from the table when the meek but cheery Japanese waitress approached, then set their dinners down. After bowing subtly, the woman skittered away in her padded slippers.

Art chimed in as he grabbed his chopsticks and rubbed them together to remove any splinters that had formed when he broke them in half. “We hear you, Betsy. Hang in there.”

“You guys just don’t know how hard it is to manage all the bills, with basically no money to cover things. I mean, we blew through the line of credit almost immediately.” Betsy wanted to ask how Art had arranged the thing in the first place, but she didn’t think it was the right time to bring that question up.

As understanding as Art was, Jeb was equally demanding. “Listen, Betsy, we understand that you’re facing some challenges. We all are. You need to figure out how to keep us breathing for another few months until the IPO. It’s your job to make it work. You got it?”

“Yeah boss,” Betsy sighed, “I got it.”

3.13.10 Advertising Xmas 8M (12/98)

Throughout 1998, Art’s displeasure with his advertising firm had grown. Finally, he had pulled the trigger and hired a new firm, and commissioned them to create and produce the company’s new round of advertisements.

The new firm had more experience working for clients that sold to businesses and businessmen than the previous firm, which had more experience helping its clients sell directly to consumers, and mostly young ones at that. Art and Jeb had finally come to realize that Tim Hathers had been right; they needed to start focusing on the business benefits of their product and to go back to what they were good at: selling to corporations, not individual consumers.

The company’s new ads reflected the difference. Over the last two weeks of the year, SimChat began running a full-minute spot showing a split-screen presentation of the tale of two businessmen. One, on the left, was shown as a happy, comfortable SimChat user. The other, on the right, was shown as a harried, worn-down, weary road warrior. The men are shown over the course of a business week. Both men have two meetings each day. The SimChat user comfortably pivots in his Aeron chair and conducts his meeting on his PC. The non-SimChat user is shown running through airports, wrinkled shirt hanging out of his trousers and wearily wandering into strange hotel lobbies and getting little sleep between cities. In one ad, run Christmas week, the first man is able to take his meeting from his home office and then spend Christmas eve with his family, while the second man finds himself in Iowa, in six feet of snow, and then on the phone with his furious wife and disappointed kids.

Beautifully crafted, well written and filmed, the ads ran the company another $8 million. Money the company didn’t have.

3.13.11 Zach working hard on project (12/98)

Zach happened to see one of the SimChat ads one day. He was flipping channels when he saw it. It was actually a pretty good ad, he thought to himself. Well done, presenting a clear message in a novel way. Seeing the ad stoked the fire that was burning inside of him.

When Ashley Jones, Art Skeeter’s executive assistant with whom Zach had kept in contact, had casually informed him that the board had told Jeb and Art that they had to go public, and quick, Zach knew he had to act fast. His plan was still forming in his head when he’d handed his resignation letter to Jeff. His plan, while still not fully formed, was now definitely taking shape.

Since the day he resigned, he’d thought of nothing else. He had become obsessed. Once he had the cash, he worked to acquire the equipment he needed. It was ironic, he thought, that he was going to finally put his college education and Ph.D. research to work in this way.

Zach decided to buy everything in cash to cover his tracks. He figured that once his little project was complete, he would simply destroy the equipment and nobody would have any record of his having purchased it. He’d even decided to drive out of the state to purchase everything, just in case.

Now, almost a month into his work, Zach knew it would work, if only he could finish it in time.

3.13.12 Final IPO Push

Very few items on “The List,” as it was called, remained unchecked.

Jeb began working on the IPO checklist immediately after the last board meeting, when Dave Simmons had made it clear that the board expected Jeb to take SimChat public in order to get the next influx of capital into the company. It had been unspoken, but perfectly clear: there would be no more private investments into SimChat. Simmons and the board had told Jeb in no uncertain terms: go public both to get the capital you need as well as to get the current investors their liquidity event. Quickly, before the bottom dropped out.

Art had point for much of what was left on the list. He had the job of ensuring that SimChat got sterling write-ups by the industry’s leading research analysts. He also had the job of ensuring that the company got good write-ups by the more mainstream press.

Jeb was glad to have Art to depend on at times like these. He was a good man. And he had come through big time on the line of credit. Jeb made a mental note to buy Art a bottle of his favorite hundred-year old port and to figure out a way to get his buddy a box of well-deserved Cubans.

Jeb’s job was to ensure that SimChat got their books audited without incident. He had Betsy help, since she was his “nuts and bolts” person for this kind of thing. He made it clear to her that there was nothing more important than getting an auditor to sign off on the company’s financials. Betsy made it clear she understood perfectly. She also made it clear that she wanted the company’s CFO spot in return.

“And I want the salary and stock options commensurate with the position,” she’d said. A jump from controller to CFO would mean practically doubling her salary and receiving at least 1% of the company in stock options – considerably more than she’d received when she started as the company’s controller.

“Get this done and behind us and the job – and the compensation – is yours,” was Jeb’s response.

Betsy dug in and got to work. Getting the audit signed off on was her ticket to the big time respect and compensation that came with being a CFO, and she was not going to blow her chance.

3.13.13 Xmas party (50k – CHEAP!) (12/98)

Ashley Jones, Art’s executive assistant, had the unenviable task of planning the company’s 1998 holiday party. 

Two years prior, in 1996, the company had the mind-boggling trip for all employees and their families to Las Vegas. For 29 employees, the party cost just shy of $100,000. Ashley had loved planning that trip.

The year before, in 1997, the company had the wonderful event at the Monterey Bay Aquarium. The party was formal – black tie optional. The food (hors d'oeuvres and dinner) was first-rate. The party had a full bar, which was open all night. And having the aquarium for such a small, intimate group of people was simply unbelievable. For 72 employees, the party cost nearly $400,000. Ashley had loved planning that party, too.

This year, with almost two hundred employees, Ashley’s budget was $100,000, the same budget as in 1996 but with almost ten times the number of employees. Five hundred dollars per employee is still quite a nice party, thank you very much, but paled in comparison to the company’s previous parties.

Ashley wracked her brain, trying to come up with an idea for an amazing party that was possible on her somewhat limited budget. But Jeb and Art had waited so long before giving her the go-ahead that most of the places she called were already long-since booked for functions for other companies.

Ashley finally settled on a nice sit down dinner at a local hotel. Dinner was a choice between chicken and fish. Dinner included wine, but there was no open bar. The entertainment for the night was a cheesy murder-mystery theme, with a troupe of wanna-be actors and actresses dressed in 1950’s clothes, urging SimChat’s employees and their spouses to participate in the solving of the night’s mystery.

Only the very newest SimChat employees enjoyed the party.

3.14 Q1 1999 (1/99 – 3/99)

3.14.1 All-hands IPO announce (1/99)

In January, it was time for the company’s regular quarterly all-hands meeting. As was their custom, Zach and some of the other guys from the Engineering team drove over to the local hotel together. The meeting was held in the very same hotel ballroom where Jeff had dressed down Elliot Sansome almost a year earlier.

The meeting went according to what was now the standard, meaningless formula for these kinds of meetings. Company Overview – same old stuff. Marketing Overview – Art announced that the company would begin focusing on selling to corporate users as well as individual consumers. Nobody ridiculed the man for using “focus” and “and” in the same sentence. Development Overview -- At least this time Jeff didn’t publicly disrespect anyone.

And finally a Sales Update. Jeb had managed to work some more of his black magic and start on a new streak of consecutive quarters hitting his revenue targets. As well, Art had started hiring in order to build a direct sales force.

When all of the agenda items on the agenda slide had been covered, people began to stir in their seats, assuming the meeting was about to end.

Jeb cleared his throat. The room quieted, then went still. Finally, Jeb was ready to make his announcement. It was one he’d been working three long, hard years for. And one that he’d been lucky enough to make to his employees at two previous companies. He considered himself beyond fortunate to be in a position to make a similar announcement to his current employees.

“One last surprise before we wrap up here. It is my distinct pleasure to inform you all that we are wheels down for an initial public offering.” Jeb loved the shock factor that came with saying it so directly.

The employees of SimChat whooped and cheered. Going public – having an IPO – was what they all hoped for. It meant bragging rights with their friends. It meant liquidity – a chance to actually sell one’s shares – and the chance at riches, perhaps as much as ten times their annual salaries.

When the noise died down a bit, Jeb continued. He’d learned from experience to fib a bit about how far along they were in the process, just in case they hit any snags. “For the next three or four months, we’re going to be working extremely hard on getting ready to go public. There is a lot to do and we’re working on a checklist now, then we’ll start checking things off the list. The timing is still a bit up in the air, but I expect we’ll be a publicly traded company within six months, perhaps sooner.”

Knowing the company’s current cash balance and its significantly larger accounts payable balance, Jeb knew it had better be well before six months, or else his company would implode. About this, he said nothing.

“Now, everyone, I need your help on this. You cannot talk about this with anyone. There are strict laws about these things and I need you to respect that we’re entering a ‘quiet period’ here.”

Everyone nodded their heads and made half-hearted mental promises not to tell their parents, friends, spouses or significant others.

“I’ll keep you posted on our timeline as best I can. Art, Jeff and I will likely be on the road a great deal, talking to analysts and institutional investors, so if you find yourself wondering where one of us is, that’s probably where we’ll be.”

Jeb clasped his hands together loudly and finished with, “So, good work everyone. Keep it up. Stay focused on your work and try not to let the upcoming IPO distract you.” After a brief pause, Jeb added, “Okay, that’s it. Feel free to take the rest of the day off. There’s more refreshments and cookies in the back, too, for those of you who want more.”

Jeb unclipped the microphone from his shirt and stepped down from the podium. He felt good. Very, very good.

3.14.2 Advertising Super Bowl 10M (1/99)

Two weeks after the all-hands meeting, at which he’d had the pleasure of announcing the company’s upcoming IPO, Jeb sat with Tina, Art, and Art’s latest twenty-something girlfriend in a dark, smoke-filled and noisy sport’s bar. Jeb and Art had to promise the ladies dinner at Post Trio, a five-star restaurant in San Francisco, and a night on the town afterwards in order to get them to come to the bar with them. The refined foursome looked completely out of place in their formalwear amidst the boisterous crowd of rabid, uniform-clad fans.

It was January 31st, 1999. Super Bowl XXXIII. Three Xs, three Is. 74,803 fans packed into Pro Player Stadium in Miami, Florida. When the game was over, John Elway, in his last game, would be named the most valuable player and the Broncos, by beating the Atlanta Falcons 34 to 19, would become the first AFC team to win consecutive Super Bowls since the Pittsburgh Steelers won Super Bowls XIII and XIV. Neither Jeb nor Art cared one bit. The ladies certainly didn’t either.

Art and Jeb were at the bar watching the game because they were eager to see SimChat’s new ads on as large a television set as possible. Jeb’s big screen TV, at 56”, just wasn’t big enough. Art’s, at only 48”, wasn’t even an option for something so important.

The men made sure they arrived at the bar well before the pre-game show. They wanted to get a table with an unobstructed view of the wall-sized screen. They also wanted to be sure to see their first spot, which was to air within the first fifteen minutes of the pre-game show.

Art ordered a pitcher of beer for the table. A waitress in a skimpy top and short shorts brought four frosted mugs and, later, brought their pizza when it was ready. Art had a hard time keeping his eyes off of the waitress, but luckily his date, a 28-year-old flight attendant he’d met on a recent trip was quite attractive. Even better, she was a tiger in the sack. He forced himself not to crane his neck to stare at the waitress.

Finally, a crescendo of pulsating music pumped out from the sound system. The hype had officially begun. After a nifty animation showing a helmet from each team crash into each other, the announcers came on and began talking up the drama of the day.

Jeb thought about how funny it was that he was watching TV for the commercials, not the show. Normally, he’d be watching whatever show he was watching and then tune out or even leave the room during the commercials. Now, he wasn’t paying much attention when the men on screen talked excitedly about whether one team could “establish the rush”, or whether the other team would put everyone “in the box” on pretty much every play. He wasn’t even sure what those phrases meant. Instead, he waited impatiently for the moment when one of the men said, “And we’ll be right back after a short commercial break.”

Jeb and Art turned abruptly from the women and faced the screen.

The commercial came on.

Not SimChat’s. A bunch of beer bottles organized into football formations, moving about. Something about the light beer versus the regular beer. “Who cares?” thought Jeb.

Jeb and Art sat through another ten minutes of the pre-game show. Neither could comprehend these grown men caring so much about a stupid, vicious game, and going on and on about all manner of statistics and analysis. 

Finally, it was time for another commercial break.

This time, it was their ad in all of its glory.

Art had paid their advertising agency handsomely to conceive of and produce the ads. They were, in his opinion, fucking awesome. Costly as hell, but definitely worth it.

The first thirty seconds of the ad showed the progress of human communications. A three to five second vignette for each advancement was shown, then “blown up” with some nifty computer graphics, only to be replaced with the next advancement. The ad moved from hieroglyphics to rams horns to the telegraph to the telephone then to email and text messaging. Each time, the voice over, done by none other than James Earl Jones, boomed that progress marches on and that every technology is replaced by later, more compelling technology. The next twenty five seconds of the ad showed a simulated SimChat conversation between two business men in an attempt to show, rather than tell, the audience just how cool fully simulated chats are. The final five seconds of the commercial showed the SimChat logo and the SimChat home page URL. James Earl Jones’ rich, trustworthy voice finished with, “The next generation of communications is here: SimChat. Check it out at simchat.com.”

The irony that the commercial used a simulation of a SimChat simulation – the product was still not capable of long-running real-time simulations – was lost on Jeb and Art. All they cared about was that over 100 million people just got a brilliant teaser for their product. The men couldn’t wait to see the web traffic reports that they asked the Webmaster to have emailed to them each hour for the next week.

Tina and Art’s date watched Jeb and Art watching their ad. The men were mesmerized, like teenage boys sneaking a peek at a girl changing out of her bathing suit or something. The women giggled and resumed their conversation.

Over the next four hours, which included the pre-game, the game itself and the post-game, SimChat ran five full-minute ads. 

Jeb and Art just could not bring themselves to focus and fully commit to selling to corporate users. Neither could bring themselves to “give up” on the consumer market. As such, each ad targeted a different prospective user. Some were aimed at business people, who could use SimChat for virtual conferences instead of the high travel expenses involved with face-to-face meetings. Some were aimed at Gen-X kids, the company’s original target market, who could use SimChat instead of horribly boring text oriented instant messaging. Some were aimed at parents and grandparents, who could use SimChat to “visit” with their children or grandchildren, who might be off at college or who may have moved away for the sake of their career.

Total cost: $10 million.

Jeb and Art were so pumped up that neither man cared one bit that the rest of the night would cost them each upwards of $1000, between dinner, drinks and dancing.

Both couples had some of the best sex of their lives that night.

3.14.3 Zach working hard on project 2 (1/99)

When Super Bowl Sunday arrived, Zach decided to finally give himself a day off. He’d been working 18-hour days, 7 days a week, for over two straight months. Zach would often be so focused on his work that he’d lose track of time passing. He’d lost over 15 pounds already. Had he ever cut his newly grown beard, he might have lost another two.

His apartment was full of dirty clothes strewn everywhere. Empty pizza boxes and Chinese food cartons were scattered on the kitchen counter and floor. Dirty dishes were piled everywhere.

Zach’s back bedroom contained a mess of its own. The floor of the room was covered with the audio-visual equipment he’d bought. VHS tapes and CDs were everywhere. Over a dozen books were held open with large rocks. The room held four television sets. On the desk, next to the two computers and the Avid Technology video editing console, was a piece of wood approximately 1 foot by 3 feet which had twelve remote control devices attached to it by Velcro.

Zach had just washed off a plate and rinsed out a plastic cup when his doorbell rang.

Zach walked towards the door, surprised by the visit. He hadn’t seen a soul except for the delivery guy for two months.

The doorbell rang again. Then there was a pounding on the door.

“Zach? Zach, are you in there?”

Zach could recognize the voice immediately. It was Chuck Barnett, who he’d met and befriended a year earlier at the SimChat Christmas party at the Monterey Bay Aquarium. Zach hadn’t seen or talked with Chuck since he’d started his secret project.

“Uh, hang on one second, Chuck,” Zach said in a panic, looking at the nuclear fallout of his apartment.

For a split second, Zach thought about trying to clean up before letting Chuck in. But the reality of the situation – that it would take hours to even tidy up, let alone actually clean the place; and the fact that he looked like shit – caused him to stop short and simply open the door.

Chuck’s jaw dropped when he saw his friend, Zach, looking like a disheveled mountain man. Actually, maybe ‘homeless bum’ was a better description, Chuck thought.

“What the hell happened to you, man?”

“I’m okay. Really.”

“Okay my ass, Zach. What’s going on, man?” Chuck walked past Zach into Zach’s apartment.

He stopped when he saw the state of the place.

“Holy shit! What the hell is going on, Zach? Talk to me, man. I mean, I know it must have been hard leaving SimChat, but – ”

“Chuck, it’s not that. Honest. Come on in. The game’s just about to start. Want to stay and watch it?”

Chuck looked at the couch, realizing that he couldn’t actually see any of the couch. “Uh, only if you clear me a spot,” he said motioning the mess on the couch.

“Sure, no problem. Come on in. I’ll get you a soda.”

“You got any Pine Sol?” Chuck yelled out to Zach, only half joking.

~~~~~

By the time the SimChat SuperBowl ad ran, Zach had brought Chuck up-to-speed on what had happened with Jeff, how he had resigned and what he was attempting to do.

Both men silently watched the commercial when it came on. When it was over, both agreed that Art definitely knew how to make a splash.

By the time the game was over, Zach talked Chuck into helping with his plan. It wasn’t hard.

3.14.4 Art Skeeter visits Forrester (2/99)

Arthur Skeeter’s stomach tightened as the wheels of his plane touched down at Logan Airport, just three miles outside of Boston. No matter how often he did “the circuit” as industry insiders called it, he still had a surge of adrenaline every time he made a round of visits to the powerhouse analyst firms on the East Coast.

Art’s plane was on time, but it was still late and he wanted to get to his hotel as quickly as possible in order to get at least some rest for his meetings the following day. He followed the Ground Transportation signs, boarded the Hertz bus and was dropped off at his black Volvo S60 Sedan minutes later. Getting a Hertz #1 Club membership was the smartest thing he’d ever done, he found himself thinking as he glanced over towards the Hertz counter and saw line extended out the door and wrapping around the corner.

From Logan Airport, Art followed the signs to the Sumner Tunnel, went through the tunnel and followed Route 93 North. Exiting at Back Bay/Storrow Drive, he went through another tunnel, then turned onto Route 3 North, then crossed over the Longfellow Bridge and turned onto Broadway. Moments later, he passed under a sky bridge, then turned left into Technology Square.

Art pumped his fists on the steering wheel, cranked the radio up and then let out a banshee yell. Then he turned around and headed for his hotel.

~~~~~

At 7:45 a.m. the following morning, just seven hours after he’d landed the night before and after just five hours’ sleep, Art made his way back to Technology Square. Art parked in a visitor parking spot, then made his way to the front door of the worldwide headquarters of Forrester Research, the number two research firm in the country. Art found himself thinking how much easier it would have been if he could have simply visited Forrester’s San Francisco Research Center, which was only minutes from the SimChat offices. But Boston was where the power was and so Boston was where Art went.

Art stepped into the lobby, gave his name and waited. A few minutes later, precisely at 8:00 a.m., Greg Grishom, Forrester’s chief analyst in Forrester’s Media and Entertainment research area, came out to meet Art.

“Hi Greg,” Art said warmly.

“Hello Art. Nice to see you,” Grishom said a tad more formally.

“Come on back,” Grishom said.

“Thanks.”

“Did you have a good flight?”

“Yeah, just fine. Got in around 12:30.”

“It’s always tough coming east isn’t it?”

“Yep. But no worries. Glad to be here.”

“You want coffee?”

“Please.”

Coffees in hand, the two men walked back to Grishom’s cavernous corner office. Glass windows gave him a magnificent view of the Charles River, and interior glass windows gave him a view of most of the cubes on the floor.

“I’ve got a 9:00, I’m afraid, Art. I know you’ve come a long way, and I appreciate it. Let’s do our best to get a lot done in the next hour. I’m ready when you are, so fire away.”

Art pulled out his laptop from his bag and placed it on Greg’s desk. He hit the power key and seconds later the laptop awoke from its hibernation state. It was little trick Art had learned at some point through the years: he always powered up his laptop before going into a meeting then put it in hibernate mode so that it would come back much more quickly than if he had to wait for the entire monotonous Microsoft Windows boot sequence.

“Well, you’ve seen the website and the press kit I sent you last week, right?”

“Yep. Definitely looks interesting.”

“Great. Well, I just wanted to walk you through a few slides here.” Art turned his laptop so that it was facing Grishom. He’d memorized the precise order of the slides, another trick he’d learned along the way. It helped when you didn’t have an external monitor or overhead projector to connect up to, which was common when doing high-level one-on-one meetings like this.

Art made the company pitch and did so flawlessly. He was sure to keep the presentation under a half an hour since he wanted to leave fifteen minutes for questions and another fifteen minutes for the most important part of the meeting.

Grishom looked engaged and interested, but not “blown away” as Art had hoped. When Art asked if Grishom had any questions, Grishom asked several that showed that he was smart and had been paying attention. Art was glad he had done his homework; none of the questions caught him off-guard, exactly as he had planned and hoped.

“If you can get the performance, it sounds like you have a great technology here, Art.”

Art was sick of hearing about performance being an issue – he’d heard Jeff say that he was worried about it at pretty much every e-staff meeting – but was happy to hear Grishom’s phrase “great technology.” Then, thinking about it some more, Art realized that Grishom had probably used the phrase precisely, carefully. The implication was clear: SimChat might have good technology (assuming the performance was there), but not a compelling business case.

That was all right, Art thought to himself. I can help get him over that hump.

“By the way, Greg, I just realized that we’re not signed up for your service yet,” Art –cum-Columbo said almost as an afterthought, when in fact nothing could have been further from the truth. He knew how the game was played and he was about to play it masterfully.

“I had asked one of my guys to do it awhile back, but he dropped the ball and I never checked up on him,” Art fibbed. In reality, there was no way SimChat had the money to burn on expensive research of questionable value. And if they were going to use research, it would have been from Gartner anyway.

“No problem Art. Do you want us to sign you up? I can send you the paperwork.”

“That’d be great, thanks. We’d definitely like to sign up for your service.” In a flash of creativity, Art added another fib: “We could really use your research to make sure we understand our market dynamics, trends, the key technologies and so on.”

Grishom was a veteran. He, too, knew how the game was played. Twenty five thousand dollar contract now bagged, he was more than willing to fib a bit himself and tell the world that SimChat had excellent technology as well as an excellent business proposition and huge potential.

Exactly an hour later, Art walked out of the Forrester offices with a smile on his face and a spring in his step. He quickly got in his car and sped off. He had an 11:00 a.m. flight out of Logan. Next stop, Number One.

3.14.5 Art Skeeter visits Gartner (1/99)

LaGuardia was a mob scene. Like it always was, Art thought to himself. As Art walked off the plane and through the waiting area, Art surmised that the next shuttle flight back to Logan would be full. He could see a group of students sitting in a circle on the floor, and several business men standing at the pay phones, checking their voice mail or making a few last second calls before boarding.

Art’s second meeting of the day wasn’t until 2:30 p.m., so he grabbed a hamburger and french fries at the McDonalds in the terminal and read his copy of Business 2.0. Ten minutes later, Art made his way to the Hertz bus and to his waiting car, this time a Chrysler New Yorker.

From LaGuardia, Art had about a 45 to 60 minute ride, depending on traffic. He took Grand Central Parkway east, then Van Wyck Expressway north. After paying the toll at the toll bridge, he followed the signs for I-95, New England Thruway. Exiting onto Harvard Avenue, Art then turned left on Selleck Street, then right onto Fairfield Avenue. Finally, Art turned left onto Top Gallant Road. It was 2:20 p.m. God he was good, Art thought to himself.

Art had wanted to take the scenic route through Old Greenwich instead of going through Stamford, but correctly realized there wouldn’t be enough time. Assuming the meeting went well, Art would treat himself to the scenic route on the way back to the airport.

Art walked up to the second office building, which was at the end of the third driveway on the right. He found himself simultaneously pondering how the hell it was that ‘Greenwich’ was pronounced like it was, and reflecting on how appropriate it was that the king of kings in the world of high tech analysis and research had their offices on ‘Top Gallant’ road.

Gartner Group’s lobby was even plusher than Forrester’s. Their receptionist was even prettier. The coffee was Starbucks, not store-bought. The wait in the lobby was considerably longer.

Eventually, Doug McClarren, Gartner’s chief analyst in their Small and Midsize Business Industry Focus Area, came out to get Art.

“Hi Art. Sorry to keep you waiting. We had a planning meeting that ran way over.”

“No worries,” Art lied.

“Come on back.”

~~~~~

McClarren’s office was even larger than his counterpart’s at Forrester. His view was even nicer, too.

“How much time do you have, Doug?”

“About an hour or so.”

“Ok, let’s get to it then.” With that, Art powered up, turned his laptop to face McClarren and began his pitch.

~~~~~

By the time Art finished the last slide, McClarren was ready to jump out of his skin. Art interpreted McClarren’s tension as a sign of excitement from hearing about the next Big Thing. When McClarren finally did speak, Skeeter found out what was really on McClarren’s mind.

“Art, that was nice, thanks. But let’s talk turkey here. You guys aren’t signed up for our service.”

Art had hoped to bring up the topic of the subscription himself, but McClarren had beaten him to it. Grishom at Forrester was polished and refined. McClarren was, well, not. He was a gruff, “take no prisoners” kind of guy that knew no other way but to charge straight ahead. He had the finesse of a 500-pound gorilla, Art thought. Art preferred to deal with people like Grishom, but he could certainly work with the McClarrens of the world, too.

“I know and I’m sorry about that. We’ve been conserving cash. Jeb has been running a tight ship, which is good.” For some reason, Art’s mind went to fiscal responsibility as the excuse to give McClarren for why they hadn’t signed up for the Gartner service, then he quickly added his last comment in hopes that McClarren wouldn’t interpret his first comment as signaling a cash problem at the company.

McClarren said nothing, long ago learning the power of silence.

“One of the things I did want to talk to you about today was that I’ve convinced Jeb we need to sign up your service. So, if you can send me the paper work, I can turn it around for you tomorrow afternoon when I’m back in the office. We’d like to get GartnerG2, Dataquest and quite a bit of custom research.”

McClarren’s job was done. Somewhat robotically, he provided the obligatory praise for Art’s presentation and the company… what was it called… oh yeah, SimChat. “Great stuff, really great stuff.”

Two minutes and a firm handshake later, Art walked out of the Gartner Group headquarters. Like so many before him, Art failed to realize McClarren wasn’t actually a bad guy, just someone weighted down with immense cynicism from being a professional extortionist on behalf of his employer.

Art took the scenic route back to New York, then treated himself to a suite at the Four Seasons. The following morning, he boarded a plane for San Francisco, having successfully bagged positive reviews from Garter Group and Forrester.

Mission accomplished, however accomplished, he said to himself.

3.14.6 Arrange good press (2/99)

Art Skeeter was a well-connected man. On top of owning a Rolodex containing a veritable “who’s who” of the software industry, Art was also a member of his local PTA, and was the membership chairman at his country club. Positive analyst reports assured by virtue of SimChat’s newly signed contracts with Gartner and Forrester, Art began putting his connections to good use to ensure the company got good reviews from the mainstream press as well.

Art had met Jim Halpern, the technology writer for the San Jose Mercury News, at a fundraiser a few years back. The two had similar interests in fine wine and fast cars and remained in touch. Art remembered that Halpern had a teenage son about to enter high school.

Art emailed Halpern and suggested the two get together for lunch. Halpern responded by suggesting dinner at his ranch. Art readily accepted. Halpern’s range was spectacular, and Art knew just the woman he wanted to impress.

After a magnificent feast prepared by Halpern’s wife, the two women retired to the living room to chat, leaving Art and Halpern sitting on two of the black wooden stools that lined the large granite island in the middle of the huge modern kitchen.

“How’s Jonathan doing?” Art asked.

“Good. He’s at a friend’s house. I’ll tell him you said hi.”

“Thanks. Hey, where’s he going to school next year?”

“I still don’t know. I’m trying to get him into Bellerman, but he’s on the waiting list. He’s got a 3.5, but apparently that’s just not good enough to get accepted straight away.” Bellerman was the college preparatory high school in the area.

“Hmm…” Art hummed. “I may be able to help…”

Halpern perked up.

Art continued. “I’ve got a friend who runs the admittance committee at the school. I’ll call him and ask him to help Jonathan’s application along.”

“Really? That’d be great. Judy is so dead set on him going there. Personally, I think it’s way to much pressure to put on young kids, but she really, really wants him to go there so that he can get into one of the Tier One colleges.”

“Sure, no problem,” Art said magnanimously.

“Great. Thanks, Art. I really appreciate it. You know, I know you guys are coming up to your window pretty soon. How about I feature you guys above the fold sometime in the next few weeks?”

“That’d be great, Jim. I’d really appreciate that.”

“Hey, no sweat. I appreciate your help with Jonathan.”

~~~~~

On his way home from the Halpern’s, Art called his contact at Bellerman and explained the situation. Art agreed to waive the man’s initiation fee at the country club. In return, the man was more than happy to help Jonathan Halpern out.

3.14.7 Pressure auditor (2/99)

Jeb made the drive to San Francisco in just less than 45 minutes. He gave his name at the front desk and waited. Dave Simmons, senior partner at Charleston Rockley and the lead investor in SimChat had made the introduction. Stern and Nougy was supposed to be the top high tech auditing firm in the country. And for the past two months, the firm had been pouring over SimChat’s financial records, all of which were still in QuickBooks. Jeb hadn’t wanted to fork out the money for a more robust Financials package until he absolutely had to; he’d seen far too many failed implementations of SAP, Oracle and PeopleSoft to dive into such a project. He was visiting the firm now to get the results of the audit.

A few minutes later, the head auditor assigned to SimChat’s account, a diminutive man with an out-of-fashion mustache, led Jeb back to his office. The two men began to chat amiably. After the requisite small talk, it was time to get down to brass tacks.

“Jeb, you have some serious problems. Most stem from the fact that not all of your transactions are accounted for within your accounting system. We were able to find paper for lots of stuff, but certainly not for everything. Without at least paper records for these things, we couldn’t possibly sign off on things.”

Jeb sat quietly, waiting for the man to continue.

The accountant continued excitedly. “Also, you’re deals with Compaq and Merrill Lynch are suspect. The Merrill deal frankly looks like a capital investment thinly disguised as a pre-pay. The Compaq deal, well, I don’t know what to make of it, but it doesn’t look kosher. Especially with Ed Hill joining your Board at around the same time.”

The man went on for another five minutes.

Jeb waited patiently for the man to finish. When he sensed the man’s spewing had stopped, Jeb responded calmly and quietly.

“First, I’m sure we can find the records you need. There’s no reason to talk about not being able to sign off. Second, I’ll have my people look into the sales deals you mention and get you all the information you need to support our treatment of these transactions.”

The accountant was suspect, but said, “That would be great.”

“I’m sure we can work everything out here. I’m confident we can come up with a win-win situation here.”

The accountant suspected he knew what Jeb meant, but kept quiet.

After a few more minutes of conversation, Jeb shook the man’s hand and left. He silently cursed the little man and his entire profession as he walked to his car. Once in the privacy of his car, he dialed the CEO of Stern and Nougy, an old family friend.

~~~~~

A few weeks later, Stern and Nougy signed off on SimChat’s financial statements. The firm “fully supported” SimChat’s financial representation and, standing to benefit from the hefty fees that SimChat was going to generate, was “proud that they had been chosen to provide to all sorts of post-IPO services for the hot new company.”

The relationship between the two companies was, as both Jeb and the CEO of Stern and Nougy both called it, a “win-win” situation.

The final step towards going public had been taken.

3.14.8 Jeb and Art drinks after IPO filing (3/1/99)

March 1st, 1999 was a Monday. It was another milestone day in their storied careers that Jeb and Art would always remember.

The two sat together at a local restaurant down the block from their office. It was a dark, dingy place that the two men liked for some reason. They had tried to entice SimChat employees to the place whenever they announced spur-of-the-moment happy hours, but the employees indicated quite clearly through their poor attendance at the events that they preferred other places.

Both men swirled the scotch in their glasses. Both had cigars jammed between their forefinger and middle finger, puffing occasionally and filling the restaurant with noxious fumes.

“How’re you feeling?” Art asked Jeb.

“Great. It’s been a long hard road but we’re almost there. A couple more months and ‘SMCH’ will be publicly traded on NASDAQ, baby.”

“Yeah. It feels good to be in registration, that’s for sure.”

Jeb and Art had signed the paperwork earlier in the day at their lawyer’s office. SimChat was officially registered for its initial public offering.

“I know what you mean. I don’t have a good feeling about the IPO market beyond the end of the year or maybe mid-next year. It’s good that we’re going to get out pretty soon here.”

“Do you feel, well, guilty at all?”

“What do you mean? The public deserves a chance to invest in SimChat. We’re the hottest tech company on the horizon.”

Art wanted to say, “Save the sales pitch, Jeb, it’s me, Art, you’re talking to.” Instead, he said, “You don’t think we’re foisting this one on the market?”

“Come on, Art. NASDAQ prevents undeserving companies from going public. We’re going to get through. That says it all right there.”

Art knew that NASDAQ did no such thing; dozens of companies will little or no profit and crazy business plans were going public every week. Most would likely end up delisted at some point.

Art sipped on his scotch and remained silent.

“Here’s to SimChat,” Art finally said.

“Here’s to us,” Jeb added as the two men shared their toast.

3.14.9 More SimChat Financial Hard Times

Art called Ashley into his office, waited for her to come in, then closed the door behind her.

Ashley wasn’t surprised; Art often closed the door since they often discussed sensitive company matters that were best not broadcast around the company.

“Ashley, I’m really pleased with the work you did on the web site.”

“Thanks,” Ashley replied suspiciously.

“I’d like you to take on more responsibility on the project. More than just the corporate information stuff. I’ll talk to Mary about things. I’ll have her give you a nice big juicy bit of work. Maybe the analyst section. We should have some good quotes coming back from them pretty soon.”

“That’d be great. Thanks. I’ll talk to Mary, too.”

“Great. That’s great. Listen, Ashley, I need your help again.”

Ashley cringed. Her instincts had been right.

“Uh huh,” was all she could manage.

“You know about all of our IPO activities. Hell, you’re the one that keeps the schedule for all of them. Things are looking great. Really great. You know we’ve had good results with our analyst meetings, we’re getting some good press coverage as well as getting our books audited, but we still need to survive long enough to get listed.” 

Barely able to contain her excitement, Ashley offered, “Yeah, it’s all pretty exciting.”

“I know. I know. But the thing is, we’ve got Betsy running numbers pretty much every day now, and we need some more breathing room. We underestimated the cost of some of the IPO activities. The audit itself cost us almost $100,000.” Art felt sorry for what Betsy must be going through, and wanted to help. Even a little extra cash would help her out tremendously, and with the IPO coming up, they’d be able to repay the funds fairly quickly, he figured.

“I need you to see Fred Barnes again.”

“Uh huh.”

“Just have dinner with him like last time. That’s all.”

Ashley wondered if Art really believed that Fred risked his career by making the SimChat loan just based on having had dinner with her, or whether he knew better. She’d never know for sure, because she didn’t have the chutzpah to ask him.

“Alright, I’ll do it, Art. But I want a full-time marketing job as soon as we find a replacement for my current job, and I want to start looking for a replacement immediately.”

Art was pleased to see Ashley’s career ambition kick in. “Done.”

While she wrote up the job requisition for her replacement, Ashley began thinking about Fred Barnes. The man was a colossal bore, but man, was he a surprisingly good lay. By the time she left that night, she’d already called him and invited herself over Friday night. She’d made the plans for 9:00 p.m. so that there wouldn’t be a need for any dreadful conversation.

~~~~~

Friday night, Ashley stopped by Victoria’s Secret again, this time buying something a bit more risqué than she had for their first encounter. She also bought a box of condoms.

Monday morning, Ashley left Fred Barnes’ home in the same skirt and blouse she’d worn for their date Friday night. Fred Barnes left for work with a grin on his face. Once at the office, he filled out the paperwork to extend SimChat’s line of credit by another $10 million.

3.14.10 Betsy struggles to pay bills (2/99-6/99)

The next three months, from SimChat’s IPO filing in March through June, which was when their IPO was scheduled, Betsy Raskin, now the company’s CFO, had a miserable time. It was her job to figure out how to manage the company’s cash until the IPO.

Each day brought with it the stress of deciding which bills to pay. Bills only 30 or 60 days past due weren’t even under consideration for payment. She managed to make payroll each pay period, but beyond that, none of the company’s payables were anywhere near being timely.

Each day brought with it phone calls from their vendor’s accounts receivable people. Often, owners themselves made the calls.

Each day brought with it the need to tell the callers that the check was in the mail – “What? You haven’t received it yet? That’s strange.” – or would be sent right out, when in fact no such thing would occur.

Betsy had already used up the entire line of credit, including the extension that Art had somehow arranged from the bank. As it was, she was amazed that he’d ever gotten it in the first place. She’d finally remembered to ask him about it once but hadn’t gotten a straight answer. Art had responded with a comment like “I slept with the branch manager… She was hot,” which Betsy could hardly take seriously.

She’d wanted to shut down the company cafeteria, which cost them a huge amount of money each month, but Jeb would have nothing of that. She’d wanted to temporarily cancel the third party they contracted to manage and staff the on-site fitness center, but Jeb would have none of that, either. She was at least able to convince him to delay the build-out of the second building, which was something, she supposed.

More so than perhaps any other SimChat employee, Betsy Raskin couldn’t wait for the SimChat IPO.

3.15 Q2 1999 (4/99 – 6/99)

3.15.1 Board meeting called off (4/99)

The second Monday in April, Jeb’s assistant, Allison, began to make arrangements for the standard quarterly board meeting. After getting a few candidate dates from Jeb and Art, she began making calls to the company’s board members.

The contact with the board members – such rich, important men – was one of the best parts of her job, she thought. While many people might have complained about the tedious back-and-forth multi-person scheduling work involved with arranging a board meeting, she didn’t mind a bit.

After a week went by with no response – from any of the board members – she began to worry. Jeb, hiding his discomfort, told her to be patient and keep trying.

Finally, she was able to get through to Dave Simmons and Peter Xu, the two men on the board by virtue of the investments made by their VC firms. Each had the same curt message for Jeb and Art: Let’s skip this quarter’s meeting. We’re happy that you filed for the IPO as we directed. We can talk again once SimChat is a publicly traded company.

Jeb’s assistant relayed the message – and the fact that it had been given to her by both men almost verbatim – to Jeb, who relayed it to Art.

Jeb and Art knew they were being given the cold shoulder, being hung out to dry. Jeb tried making a few phone calls, but none of the investors would return his calls. “Fuckers” was all he could say as he finally gave up trying and tried to get refocused on the millions of things that needed to get done.

3.15.2 Quiet period – not adhered to by Jeb/Art (5/99)

May 9th was Mother’s Day. Jeb called his mother a little after 7:30 at night, knowing that she’d be getting ready to watch “Who wants to be a Millionaire” on television at 8:00.

“Happy Mother’s Day, Mom,” Jeb said dutifully.

“Thank you, Jeb. It was nice of you to call,” his mother replied with more than a little sarcasm in her voice. She hadn’t heard from her oldest son in over two months, and rarely heard from him more than ten times a year or so. By contrast, her other two children, Jeb’s younger brother, Charles, and his baby sister, Elizabeth, continued to live near her and saw her regularly.

“Sorry I haven’t called in a while, Mom. We’ve just been so busy with the company. We’re going to do an initial public offering you know.”

“Yes, Jeb, I know. You told me the last time we talked. Back in March I think it was.”

Jeb ignored the continuing sarcasm as best he could. “Well, it shouldn’t be more than a few weeks now. A month tops.”

“That’s nice, Jeb. Congratulations. I always knew you were going to be successful in business,” Jeb’s mother said, leaving unspoken the clear implication that she’d correctly had her doubts about whether he’d be successful as a human being. 

“Mom, listen. Just like we did with the last two companies, we’re going to have ‘Friends and Family’ stock to give out. I’m going to put you on the list for 5,000 shares.”

“Thanks – ”

“But listen, Mom,” Jeb interrupted, “This is important… You need to sell your shares the day of the IPO. Talk to Dad about it. He’ll know what to do.”

“What do you mean? You’re going to give them to me on the day of the IPO and then you want me to sell them that same day? I don’t understand, Jeb. Why would I do that? I mean, the only reason to do that would be if –” Jeb’s mother suddenly understood the implications of what her son was saying.

“Jeb, I don’t want to get into any trouble. Will I get into any trouble for doing this?”

“No, Mom. It’ll be fine. Listen, I’ve got to run and I know Regis is coming on soon. I’ll talk to you soon, I promise. Maybe not until after the IPO, but soon, okay? Look for the paperwork on the stock options. It should come in the mail sometime this week or next.”

“Bye, Jeb. I love you,” Jeb’s mother said sadly.

“Bye, Mom. I love you too,” Jeb replied mechanically.

Jeb’s mother hung up confused, like she always was, about how she could simultaneously be proud of her son and ashamed of him at the same time.

Jeb hung up and took a deep, calming breath. It didn’t help.

~~~~~

An hour earlier, Art had also called his mother to wish her a happy Mother’s Day. Unlike Jeb, Art actually had a decent relationship with his mother, who was fairly “modern” in her sensibilities, and who had run her own cosmetics company for fifteen years. When Art suggested to his mother that she ‘flip’ her IPO shares the first day, she didn’t need to have anything explained to her. She understood perfectly. She thanked her son for his generosity for thinking of her and sincerely meant it. 

Mother and son made plans to play a round of golf at her country club the following Sunday. Neither gave a second thought to their ethical and legal transgressions. It wasn’t the first time for either of them.

3.15.3 Quiet period – not adhered to by Dave Simmons, IB (5/99)

Dave Simmons, the Investment Banker from Charleston Rockley and SimChat board member, did not wait until Mother’s Day to warn his mother. Or anyone else for that matter. As soon as SimChat’s IPO registration was complete, Simmons quietly began spreading the word within the firm that the firm’s better customers should not be pushed too hard to pick up shares of SimChat. The younger, newer guys were told to sell it like crazy – after all Charleston Rockley was the lead underwriter for the IPO – but the senior guys who owned the larger, more valuable accounts were called behind closed doors and told not to push too hard. “Let them in if they want, but don’t push this one on anybody” was the message they received from Simmons.

Simmons had been privy to the details of SimChat’s business since he’d joined the company’s board as part of Charleston Rockley’s Series A investment. He knew. He knew that although the company’s idea was cool as hell, and the product was pretty nifty, it basically didn’t work fast enough to be a viable product. He knew that the company was down to running on fumes, relying on a line of credit that he still wasn’t sure how Jeb and Art had pulled off, and that there was no sign of legitimate revenue anytime on the horizon. Simmons knew all right, and he knew that all of this would mean very unhappy investors, if not right away, soon enough. And this, he knew, was something he would avoid at all costs.

3.15.4 SimChat Coronation in the Boardroom (6/99)

On June 7th, the big day had finally arrived.

The SimChat board gathered in the Charleston Rockley boardroom, 50 stories above the “little people” below.  Trading on their new baby was to begin when the market opened at 6:30am Pacific Time.  SMCH.  Three and a half long years, finally coming to fruition, finally peaking. Never mind that three and a half years to go public and doing so with next to no revenue was essentially unheard of in the market except for in the “bubble years” of the late 1990s. When in Rome…

They had expected to monitor the event by phone with their stockbrokers and by watching the ticker on CNBC.  But an anonymous tip given to someone in the office filtered up to Jeb, Art and the Board members: SimChat was to be featured in a ten minute – yes, ten minute! – segment on TechTalk.  TechTalk was the established leader of the new genre of pseudo-technical talk shows that were in vogue.  What a wonderful break!  The exposure of being on TechTalk would only add to the buying frenzy that they were sure was fast approaching.  Nobody thought to wonder why the host of the show hadn’t interviewed any of them.

Dave Simmons used the touch screen-style Creston control panel control to turn on the boardroom’s high-resolution projector TV, switch the channel and set the volume and contrast.  He used the panel, too, to automatically close the mechanized window covers.  A hundred thousand dollars well spent, Jeb thought now that the system was being used to watch his company’s coronation.

In just a few minutes, after commercials for aspirin and a photocopier company, Ted Smythe the host of TechTalk appeared in front of the attentive SimChat Board.

Mesmerized, they watched.  SimChat, the pioneer in simulated conferencing or “chat” software.  Great idea.  The “Next Big Thing.”  Aggressive marketing.  And so on.  Going public in a matter of minutes.  Smythe had done his homework – the show was accurate and well written.  This was no surface fluff piece.  Whoever the technical person was behind the show, he knew his stuff.

And, finally, there it was.  The opening price for the newest stock on the NASDAQ exchange, SMCH: $34!  A full 22 points over the initial price of $12.  Nearly three times the price.  A market cap of over $650 million. 

The company had raised $50 million in badly needed cash. Everyone was so exuberant about going public and seduced by the idea that their stock price was climbing through the roof that nobody thought to realize that had the IPO been properly priced at, say, 30, the company would have raised another $20 million, or another 40%.

None of that mattered to the men in the room. Jeb’s total stake was now worth over $120 million. Art’s $110 million. Jeff’s options, which paled by comparison, were still worth more than $4 million. 

Unbelievable.  No, not unbelievable.  They were the best.  The glory was rightfully theirs. They had a great product that the market wanted badly.  They deserved it.  All of it.

Up and up it went.  38.  41.  45.  When SMCH scrolled by on the bottom of the screen at 51 ½ while Ted Smythe continued to proclaim the near godlike stature of SimChat and its officers, Simmons and Jeb exchanged a quick, purposeful glance.  It was time to sell the shadow shares acquired in the initial offering.  They had planned this all along.  As officers of the company, they couldn’t sell their own shares for six months.  The stock price might drop – perhaps even significantly – by then.  But the shares they purchased through Goodrich could be sold now.  Maybe not legally, but without trace.  The sale of these shares would make them a profit of $250 million.  Simply awesome. Simmons called his wealth management guy, Chuck Barnett, immediately.

‘Chuckie, it’s Dave Simmons.  Sell five million shares of SMCH at market price!” he barked as he always did.

“Selling five million shares of SMCH at market price” Chuck Barnett repeated for the tape recorder that recorded all phone transactions.  He hung up.

At his side, Zach smiled.

4 End

4.1 Zach Explains (6/99)

Zach had counted on Dave Simmons’ arrogance when he called Chuck.  And his consistency – or was it greed?  Chuck had told Zach that Simmons always sold at market price to eek out the last drop of profit.  Of course, Zach was prepared just in case – he had simulated Simmons’ voice placing a market order just as had simulated Ted Smythe and the entire TechTalk show. Overwriting the real recording with his simulated one would have been a complication, but not an insurmountable one. After all, in the end, it’s all just bits on a hard drive as he was fond of saying.

“Explain again how you did it” Chuck requested.

“I hacked,” Zach sheepishly admitted.

“Huh?”

Zach wasn’t particularly proud of what he’d done. Certainly, he was having doubts about the morality of what he had done, although he continued to rationalize to himself that the SimChat board and executive team had it coming. As well, he wasn’t particularly proud of the implementation of his hoax. He wished he could explain to Chuck that, like SimChat, he’d written some elegant software code that took general-purpose markup as input and executed a simulation based on it. Instead, he had to admit the truth: he’d simply spent thousands of hours in front of an Avid video editing machine, splicing and digitally altering frame after frame of footage from prior TechTalk shows and then “smoothing” it out with a small piece of simple software he’d hacked up. Hard to say it was putting his Ph.D. in Cinematography Technology to good use, but it served its purpose, he supposed.

“Amazing,” praised Chuck.

“Nah.  Just a gazillion hours in front of the video editing console and a small matter of programming.”

~~~~~

In reality, SimChat did open, and did rise, but only up to around $18.  Up 50% from the original $12 price, but a far cry from the 51 ½ that the SimChat Board thought they’d sold at.

When Dave Simmons sold five million shares at market price, he netted $90 million, not $257.5 million.  A difference of $167.5 million.

As planned, Chuck bought Simmons’ five million shares on margin at prices between 18 and 21.  An hour later, SMCH was up to 34.  Chuck sold them just as it appeared SMCH was reaching a plateau.  In an hour, Chuck and Zach made a profit of over $72 million.

4.2 Back in the Boardroom (6/99)

Back in the Charleston Rockley boardroom, the Board’s celebration was breaking up.

Something was nagging Dave Simmons.  Something seemed weird about the TechTalk show.  It seemed too pat.  Like too much of a coincidence, too.  And Ted Smythe seemed, well, too knowledgeable.  The show seemed – he couldn’t put his finger on it – stilted in some way.

He decided to call his brother-in-law, a broker at Goldman Sachs.

“Hey, Timmy, what’re we trading at?”

Tim, like Chuck, wanted to shove the extra, demeaning syllable down Dave’s – make that Davey’s – throat.  He calmed himself and said simply, “32 7/8.”

Dave Simmons’ first reaction was to mentally pat himself on the back – it appeared that they had cleverly sold at the right time.  But the nagging feeling was still there.

“What was our high so far?” he asked.

“34 ¾” said Tim curtly.

And that was that.  Simmons knew something was wrong.  He immediately called Chuck.  “I’m sorry, sir, he’s not in” the receptionist informed him.

“We have a problem” he announced to the room.

The men in the room went silent.

Simmons explained what he knew, which wasn’t much.

“Zachary Thomas!” cried Jeff.

Jeff sprang to his feet and hurried to the TV.  He felt his fingers around the edges, to the back.  Too many cables.

Jeff ripped the TV out of the hutch.  Shards of glass flew everywhere as the unit crashed to the floor.  Connected to the back of the TV was a cable leading to a laptop PC.  Jeff smashed the PC repeatedly, taking his anger and frustration out on the lump of plastic and silicon which did nothing wrong other than act as the messenger for a clever, malicious piece of software.  Later, when the high-tech crime unit investigated, they would find no trace of the software that Zach had installed. He’d written a script to re-format the hard-drive as soon as the simulation had completed.

While all of this was happening, Zach got busy with the next phase of his plan.

4.3 Zach Finds Dirt (6/99 – 7/99)

Zach had re-read the SimChat prospectus – often called a “red herring” in the high tech industry – a dozen times.  He’d made several photocopies so that he could mark up the pages.  He was concentrating on the “Risks” section of the document, looking for anything even resembling a warning that the performance of the company’s software might not be fast enough to support true real-time simulations, without significant delay, on a standard PC.  Even after a dozen reviews of the document, he found nothing. Nothing at all.

Gotcha.

As it happened, a few months earlier, Jeb Rogers, CEO of SimChat, had stricken the sentence “It is possible that some users of SimChat’s software will experience delays in their simulations.”  The sentence was written by a product manager that Jeb Rogers, SimChat’s CEO, considered a bit too honest for the company’s good.  The woman had been fired two weeks after writing the offending text.

Finding ammunition on the financial front was harder.  Zach knew that all trades over a certain percentage ownership in a public company must be reported to the SEC and so Zach was finally able to discover the name of the company that had sold the 5 million shares of SMCH stock on the day it opened, just a few hours after it began trading on NASDAQ: Goodrich Ventures.  Zach hadn’t heard of the firm before, but then again he wasn’t an expert at tracking the hundreds of venture capitalists, which is what he expected Goodrich Ventures to be.

Interestingly, Goodrich didn’t show up on the prospectus. What did that mean? Were they granted shares that weren’t recorded on the prospectus? Did they somehow acquire the shares immediately after the IPO, within the first hour of trading? So many questions to answer, so much dirt to dig up.

Turning to the ‘Net again, Zach searched for two days to find information about Goodrich Ventures.  Nothing.  Strange, since he expected the company would want to provide at least some kind of contact information with which new entrepreneurs could contact them, and since venture capitalists, egotistical as they are, generally like to have a website to brag to the world about how smart they are and how much money they’ve made.

Curious.

Zach entered http://www.goodrichventures.com into his web browser.  No website came up.  There were no mentions on any of the major search engines or portal sites.  No mentions on any of the hundreds of various news and research sites.  The domain name, GoodrichVentures.com, was registered with a domain name registrar, Names R Us, but no meaningful contact information was in the domain record.  The administrative contact email given was a@192.168.1.13 and the technical contact email given was t@192.168.1.13.  Cute.  He entered http://192.168.1.13/ into his web browser.  Nothing.  He even tried various non-standard port numbers, thinking that the company’s web server was using a port number other than port 80, which web browsers assume when users type in URLs without a port number (which is 99.9% of the time).  Nothing.

Curious.

Next, Zach tried sending an email to these two email addresses, as well as to the standard webmaster@ email address and the lesser-known postmaster@ email address.  He waited over a week for a reply.  Nothing.

Curious.

Again, Zach turned to the Internet.

Most people talk about how useful the Internet is because of the information you can find.  Zach knew that it was equally if not more important for whom you can find.  While a talented programmer, Zach knew little about cyber sleuthing other than what he’d learned in college. He knew enough, however, to know that what he needed to do was possible.  He just needed to find someone with the skills to pull it off.

Zach found Harry Dini’s website within twenty minutes.  Dini worked as a security consultant, and it appeared from his website that he was talented and that he worked alone.

Zach paid him a visit.

~~~~~

Dini’s office was a non-descript room in a non-descript office along Market Street in San Francisco.  Zach felt like he’d put his life at risk as he took the rickety, archaic elevator to the 17th floor.  He knocked on the huge, solid oak door.

“It’s open,” a voice called out from behind the door.

Zach turned the door’s brass knob and pushed the door inward.  By the time the door was open a foot, Zach saw piles of electronic equipment on a long desk along the southern wall.  By the time he’d opened the door fully, he saw the four racks full of computers on the northern wall and the huge uninterruptible power sources and the portable generator on the wall opposite the door.

“Have a seat,” offered the man sitting at the only uncluttered desk in the room.  “I’m Harry.  My friends call me ‘Who’.  Get it? I assume you’re Zachary Thomas.”

“Got it. Cute. And, yeah, I’m Zach Thomas.”

“Good to meet you.”

“Likewise.  Thanks for meeting with me.  As I said on the phone, I think you can help me.”

“Yes, I believe I can.  Walk me though it again, though.”

Zach shuffled in his chair and re-told his tale to Dini.  At least the legal parts. He wrapped up by explaining again what he wanted Dini to find out.

“Five grand a day plus expenses,” was Dini’s response.

“Done,” Zach agreed.  Then he added, “But I want progress reports twice a week.”

“Done,” Dini volleyed back.

Motioning with his arm, Zach asked, “Just out of curiosity, what’s all this stuff for, anyway?”  Two hours and a head full of arcane cyber security jargon later, Zach left Dini’s office, suitably impressed.

~~~~~

Two and a half weeks, five frustrating lack-of-progress reports and a whopping $65,000 later, Dini finally called with good news.

“Man, I’ve never seen this kind of work.  I mean, we’re talking anonymous remailers, double keyed 128-bit encryption, three layers of firewalls…”

Zach interrupted what he expected would be several more minutes of arcane techno speak.  “And…”

“And that’s not to mention all the work they’ve done on the corporate ownership side.  That stuff’s not really my area of expertise, but I was so hooked on getting to the bottom of this, I’m gonna throw all of that work in for free for you.”

“Thanks,” said Zach, grateful for not having to spend even more money than he already had, but impatient to move things along.  “And, what did you find?”

Before Dini could give him an earful of more low-level details, Zachary added, “Give me the highlights.”

Dini took a deep breath and explained what he had found.  Behind several layers of technical barriers, Dini had found ever more layers of obfuscation on the corporate ownership and governance side.  The owners of the company than owned the company that owned the company that owned Goodrich Ventures were none other than Dave Simmons and Jeb Rogers.

Gotcha.

4.4 Jeff Returns From Time Away (7/99)

Still pissed off at Zach Thomas for fooling him as well as the entire SimChat Board of Directors and the rest of the company’s executive staff with that simulated TechTalk segment and IPO stunt, but excited that his SimChat’s stock was now worth close to $12 million, Jeff took Ruth away for some rest and relaxation.

Jeff should have realized that, from a long-term perspective, the day of the IPO was just another day.  He should have realized that the IPO was simply the beginning of the next, public, phase of the company’s life, and not some kind of finish line.  Instead, he took three weeks off and went to Fiji with Ruth.

Returning with dark tans and a new suitcase full of knickknacks, Jeff and Ruth arrived home late Sunday night and went straight to bed.

Jeff had arranged for the home delivery of his newspaper to be stopped while he was away and to resume Monday morning.  Trotting down the stairs in his robe and slippers and having not read a paper or listened to the news in three weeks, Jeff was eager to get connected again to world events.  He opened the door, bent down and picked up the paper.  As always, he unfolded and separated the sections of the paper, and put the Business section on top.  That’s when he saw the headline blaring across the top of the page in 48-point font.  His knees buckled and he slumped to his cement porch.

Ten minutes later, Jeff regrouped, went into the house, and sat at the kitchen table.  He read the article, but couldn’t get past the first paragraph.


SimChat De-Listed From NASDAQ


San Francisco, CA (AP News)

SimChat, Inc. (SMCH) was officially delisted from NASDAQ after trading ended yesterday, SEC officials stated.  As reported earlier, SimChat CEO Jeb Rogers as well as several of the company’s Directors have been charged with falsifying the company’s financial records as well as with insider trading.
Over the next few hours, Jeff read the article ten more times, in a cloudy haze.  It didn’t get any better as he re-read it.

Jeff got up from the table and walked to the sink to get a glass of water.  As he walked back to the kitchen table, he finally noticed his answering machine.  The red digital numbers blinked at him. Taunted him.

Thirteen messages.

They were all from Jeb.

Jeff played back the messages.  As they progressed, they became louder, ruder, and more profane.  Jeff’s favorites – he was so shocked by events, he’d gotten punchy – were “Where the fuck are you, Jeff?” and “Thomas fucked us, man.  He fucked us.  Bad.”

4.5 Zach Visits Jeb (7/99)

Jeb Rogers was not a happy camper.  As the news of SimChat’s alleged infringements hit the press, Jeb was bombarded with visits from the press and media.  They all wanted to interview him.  Some were even willing to pay him handsomely for the privilege.

Had Jeb and SimChat been innocent, or at least been in a better position to lie about things and cover everything up, Jeb might have gone public in an effort to defend himself and his company.  But that damn Zachary Thomas had gone and dug up a whole lot of information on their activities, and he’d made it clear to Jeb that he was not afraid to share it.  No, Jeb decided he’d rather lay low and stay as invisible to the public eye as possible.  He did not want to become any more infamous than he was already becoming within the high tech sector, let alone across the country or around the world.

Zach staked out Jeb’s house in Lake Tahoe.  He knew that the press almost certainly knew about Jeb’s house in Marin County, but suspected they might not know about his getaway “cabin” – a six bedroom, eight thousand square foot home overlooking the lake’s magnificent south shore.  Sure enough, after a few weeks of laying low in his Marin home, Jeb, dressed all in black, snuck out the back door one night, hopped the back fence and escaped the oppressive presence of the press camped outside his house.  At 8:00am the next morning, he rented a car and headed up to Tahoe.  By noon, he’d made it to the Lake, stopped at the local Safeway for some groceries, and pulled up into his driveway.  As he balanced two bags of groceries in his arms and juggled them to close the car’s trunk, Jeb saw Zach get out of a car across the street, walk across the street and start up the driveway.

“Can I help you with those?” Zach asked.

Zach was so civil that it caught Jeb off-guard.  He wanted to punch Thomas in the face – repeatedly – but found himself saying, “Sure.  Thanks,” before he’d even realized what he’d done.

Zach took one of the bags from Jeb’s arms.  Jeb shifted the remaining one into his left arm and retrieved his keys from his pocket.  The two men walked up the pathway to the elegant, albeit monstrous, front door.  Jeb inserted the key and pushed open the door.  “Come on in,” he offered.

Starting to put the groceries that required refrigeration or freezing away, Jeb started in on Zach.

“Do you realize the damage you’ve caused?  Do you?  And for what?  Please, in the name of God, tell me for what?  Why’d you do it?”

Zach didn’t try to explain.  Partly because he didn’t think Jeb was really open to hearing what he had to say, and partly – if he was honest with himself – because he really wasn’t a hundred percent sure himself. He wanted to explain that he had a strong sense of right and wrong. That SimChat’s various lies and deceptions were wrong, as was their treatment of Elliot Sansome. But he also suspected – no, knew – that the motivation for his actions had crossed the line; that he had acted more out of a desire for vengeance than out of a desire for justice. In short, he knew that his father would not be proud of his actions. Still, he felt he needed to finish what he’d started.

“Look.  Here’s the deal,” Zach replied slowly.  “You will no longer take a CEO position, or any other management position for that matter.  You will no longer sit as a Director on any company Board.  In fact, if you want to work again in the for-profit sector, you may do so, but only as an individual contributor, without management responsibilities.  However, if you want to work at a non-profit, you may assume a management role, but not an executive management role.  These are the conditions of your career path until you leave this earth.  In return for obeying these conditions, I will not reveal any of the information I’ve uncovered and will not discuss the activities of you and your company, nor my findings with anyone.  Understood?”

Jeb feebly tried to resist, but Zachary was simply armed with too much information. Too much proof. Too much truth. Damn him.

Jeb’s carton of Funky Monkey ice cream was still rock hard when Zach Thomas left.

4.6 Zachary Visits Dave Simmons (IB) (7/99))

If Jeb was unhappy as a result of Zachary Thomas’ sleuthing, Dave Simmons was furious.  He didn’t get to be one of the most powerful men in the world by being passive or reactive.  Or by being caught off-guard, which is what had happened with Zach Thomas’ stunt.  He had spent the last few weeks, as the accusations unfolded in the press, thinking of ways to get back at Thomas.  So far, he hadn’t come up with anything.

Dave Simmons’ home was on a secluded, ten-acre ranch in Woodside, and the house itself was near the center of the almost perfectly square property.  As such, it was considerably more difficult for the press to get anywhere near him, his family or the privacy of his house.

Again, Zach gave the situation a bit more thought than the press.  Recognizing Woodside as horse country, he decided the easiest way to visit Simmons was on horseback.  He found an outfit that sold horse rides for $25/hour. Zach paid the gentleman a thousand bucks.  The extra cash and Zach’s promise that he knew how to ride and wasn’t going to push the horse convinced the guy to give Zach a seventeen-hand black Spanish Mustang for the day.

Zach rode the horse on the winding trail along the back of King’s Canyon, then across several large estates separated by low wooden fences, and finally along the shallow, rocky creek that ran through the old Stratham Orchard.  A few hours later, Zach provided some water and a few carrots to his horse, then made his way to Simmons’ property.  He found a broken segment of fence, steered his horse over it, and trotted up to the Simmons’ house. Simmons was on the back porch and saw Zach ride up.

Simmons thought to himself, “Well, I gotta hand it to the kid.  He sure has chutzpah.”

Zachary thought to himself, “It’s how time!” He took a deep, calming breath.

Simmons stood and leaned against the railing along the porch as Zach rode up and dismounted.  “If it ain’t Zachary Thomas.  You got balls, son, I’ll say that much for you.”

Zach didn’t really know if “Thanks” was the proper response, so he remained silent.

“Should I call the police now, or would you like me to wait until after we’ve spoken?”

Zach smiled to himself and replied in kind, “Let’s talk a bit first, if you don’t mind.”

Upholding the image of civility, Simmons poured a glass of ice-cold lemonade and handed it to Zach.  Zach was actually appreciative and took a large drink.  Then, sitting down without being offered a seat, Zach began his well-rehearsed speech.

“From June of 1995, when you started with Charleston Rockley, until now, you’ve been the lead underwriter on over eighty initial public offerings.  Pretty impressive.”

Zach paused, checking to make sure Simmons was listening.  He was.

“In each of these deals, you charged an average of over 7% of the proceeds of the IPO, sometimes only 6.5%, but often as much as 8 or 9%.  Now, I did some research.  The total proceeds from all of these deals was a mind-boggling $50 billion, and your firm’s take from this was… drum roll please… an even more mind-boggling $3.8 billion.  And, of course, that’s just the IPO business.”

“In over eighty percent of these deals, your firm also sold research and in over ninety percent, your firm also provided banking services.  I don’t know the details of how those parts of your business work, but I’ve asked around and I’m told that your firm made upwards of another $5 billion from those services.”

“In the public offerings your firm has underwritten, the share price of the newly public company has gone up an average of over 30%. This generates a lot of buzz, sure – including for Charleston Rockley, I might add – but this doesn’t change the fact that this translates into over a billion dollars that didn’t go to the companies going public and trying to raise funds. You purposely under priced the offerings so that the shares would rise sharply in the first day of trading in order that investors that received shares from you would reap large profits and, I expect, so that your brokers could demand kickbacks from the investors. The practice disgusts me.”

“I don’t even want to get into how you’ve distributed hundreds of millions of dollars worth of IPO shares to your family, friends and cronies. All of that disgusts me even more.”

Zach softened and switched gears. “I’m sure you know Bill Hambrecht from H&Q.  And, I expect you know that Bill’s been a proponent of pricing IPOs more fairly, so that the issuing companies get more for their offerings, instead of the money going to a few, select high-net worth friends of you investment bankers.  And he’d like to see broader distribution of IPO shares, so that they’re available to all investors, regardless of size or connections, assuming they’re willing to pay the price.”

“Yeah, I know about Bill and his crazy Dutch auction idea.  The guy had a good thing over the past few years, and he’s gone and lost his marbles.”

“Well, Dave, guess what?  You’re going to go public in your support of Bill’s ideas.  Further, you’re actually going to push them through at your firm, and any and all IPOs you do going forward are going to be done via a public Dutch auction system.  At most… I repeat, at most… you are going to charge your clients 5%, but no more than $10 million per offering.  And, finally, you are going to cease providing any other services to any company that you take public.”

Zach looked directly at Simmons and added, “And you know why you’re going to do all of these things, right?”

Zach felt certain Dave Simmons was going to have a coronary.  Simmons’ skin was pale, his forehead was beaded with sweat and he was rocking silently back and forth, crushing the palms of his hands together.  After awhile, Zach could see Simmons begin to regulate his breathing and calm down.  After several, painful minutes of silence, Simmons said icily, “Get off my property.”

Zach took another sip of his lemonade, put the glass down and walked down porch stairs.  He untethered his horse, mounted him and headed off the way he’d come.

A few days later, after he’d started to worry that he’d misunderstood Simmons’ response, he saw the press release on the PR Newswire website.
WOODSIDE, Calif., Jul. 26 /PRNewswire-FirstCall/ -- Charleston Rockley, the venture capital firm behind dozens of high profile high-tech initial public stock offerings announced today that it is significantly changing the way it does business.

Effective immediately and as set forth in the company’s detailed, updated business practice documentation, the company:

-- Will begin using a Dutch auction process for pricing and distributing initial public offerings;

-- Has significantly lowered its fees;

-- Will no longer provide research or other services that can lead to potential conflicts of interest.

“We are pleased to put this restructuring behind us,” said Dave Simmons, Senior Partner at Charleston Rockley. “We are hopeful that our new model will be well-received by our clients, as well as by the investing public.”

4.7 Zach Goes to Hawaii (8/99)

Zachary was exhausted. He’d spent months working eighteen hour days, seven days a week, splicing video and implementing the special code necessary to create the TechTalk simulation as well as the provisional audio simulation for Dave Simmons’ market order. Then he’d spent several more weeks staying up late trying to untangle the technology barriers and protective corporate governance web that  Dave Simmons and Jeb Rogers had woven around Goodrich Ventures. After all of this, he’d confronted Jeb and finally Simmons.

He’d wanted to find a way to stick it to Ed Hill, Peter Xu and the other SimChat board members, as well as to Art Skeeter, not to mention his dear Uncle Jeff, but he was physically and emotionally exhausted. Besides, he figured, the press would come after them once the story got out. They’d get their due. He was pretty sure that Jeff and Art wouldn’t find work in the industry any time soon. Besides, he’d found his moral compass again, and was committed to stay out of the avenging angel business going forward.

So, mission accomplished, Zachary Thomas headed to Hawaii for some well-deserved rest and relaxation.

4.8 Elliot Finds Zach, Offers Job (8/99)

“Hello, Zach.”

Before even opening his eyes and even though it had been over a year and a half since they’d seen each other on Elliot’s last day at SimChat, Zach knew the voice.  “Hello Elliot”

While grabbing a towel to wipe the perspiration from his forehead, chest and arms, Zach added, “What are you doing here?”

Not one to beat around the bush, Elliot replied, “I want to hire you.”

Zach sat up and swung his legs over the side of the lounge chair he had been lying on.  He reached up and shook Elliot’s hand, motioned for Elliot to sit on the chair next to his, and said, “It’s good to see you again.”

“Likewise.  You’re looking tan and fit.”

“Yeah, well, I’ve been here for a few weeks.  Not much to do other than swim, surf and run on the beach.  And, oh yeah, lay out in the sun.”

“Mind if we walk over to a table in the shade?”  Elliot asked.

“Sure, no problem.”

“How’d you find me?”

“It wasn’t easy, let me tell you.  Writing complex software systems with millions of lines of code is easier than trying to find someone that doesn’t want to be found.”

Elliot continued, “But I got lucky.  One of the phone numbers stored in your cell phone’s incoming call list was from the resort here.”

The implications of Elliot’s statement hit Zach.  He’d left his cell phone at home, not wanting to be disturbed – or tempted – by it while on his trip.  Or traced by any calls he might make with it.  He never expected that Jeb, Jeff, Dave Simmons or anyone else at SimChat would actually break into his house to get it.  As it turned out, it appeared that he was right not to suspect one of them. He never would have guessed that he should have been worried about Elliot Sansome.

“You broke into my house?” Zachary flared.

“No,” was the simple answer.

“What do you mean, ‘No’?  My phone was in my house.  You got a hold of my phone.  You broke into my house, you son of a bitch.”

“No,” Elliot replied again.

Seeing that Elliot wanted him to ask and being pissed off at having to do so, Zach finally relented.  “Explain.”  Two could play at this silly one-word dialogue game.

Elliot had worried about this – that Zach would be upset and think that he’d broken into his home.  He’d prepared his reply carefully.

“I did not break into your house.  I was let in.  By your father.”  Elliot paused to let this sink in.  “I called your father because I was worried about you.”

Zach tried to play it cool.  “Why?  Why were you worried about me for heaven’s sake?”

“Zach, I know about your shenanigans with SimChat.  I mean, I don’t know the details, but I know Dave Simmons, Jeb and company are mighty pissed off.  And I’ve still got my contacts there from when I worked there.  People talk, you know what I’m saying?  Nobody’s said anything about ‘whom’, but they’ve definitely been talking about ‘what’.  I have a suspicion I’m looking at the ‘who’.  Am I right?”

“You are.”

“Like I said, I thought so.”  Elliot couldn’t help but smile a bit.  “Want to tell me the details?”

Zach told Elliot everything.

When he was finished, Zach added, “So you see, I don’t really need the work.”

Elliot was prepared for this.  “You don’t need to financially, but you do need to cognitively, emotionally, even spiritually.”

Zach knew that Elliot was right.  “True enough.”

“So here’s the deal, Zach.  Like I said, I’d like to hire you.  As head of my Advanced Product Research group. I’ll pay you $150,000 a year in salary, and you’ll be eligible for the company-wide profit-sharing bonus program like everyone else.  You know the technology, your dissertation on reverse engineering structured data from video clips is spot-on relevant, and you have access to the research programs at some of the finest Universities in the country.”

“What’s the catch?”

“No catch, only one condition.”

“And that is?”

“You have to give every penny you made on your SimChat foolery to charity.  I don’t care which one – it’s up to you.”

After a minute’s thought, Zach reached out and shook Elliot’s hand for a second time that day.

5 Epilogue

5.1 VBI Two-Year Anniversary (12/99)

“Please, everyone, quiet down just for a second.”  Elliot leaned on the second floor railing, overlooking the large open area on the first floor – the “pit” as it was called.

Normally full of programmers and technicians at their desks, it was now crowded with every employee of VBI and their families – kids included.  The desks had been rolled to the sides of the room to make space for everyone and for the large tables overflowing with succulent food and tasty desserts.

After a minute or two, the room quieted, with the exception of a few newborns squealing in the background and a few five-year-old boys and girls playing the board game “Lemonville” quietly in the far corner.

“It is my pleasure to have you all here tonight.  We’ve come a long way since our first holiday party last year and our early days two years ago.  We hired fourteen new employees this past year – John, Chris, Ramesh, Mary, Don, Sam, Ravi, Todd, Mike, Smitty, JoAnne, Marty, Tammy and Han.  Welcome again to VBI!”

A brief round of applause spread through the room.  Many of those clapping were doing so as much to show their appreciation for the fact that Elliot remembered – and cared for – every single person at the company as to show their warmth to the newest VBI employees.

“When I started VBI two years ago, I had many goals.  Some goals were organizational – things like how many people to hire and when, getting the right space for us to grow into comfortably, and so on.  I’m happy to say we’ve met our plan every quarter for the past two years.”  

A few employees whooped and yahooed from the back of the room.

Proudly, Elliot continued.  “Some goals were financial.  As you know, I wanted VBI to be a profitable company from the very beginning, unlike the here-today-sure-to-be-gone-tomorrow dot coms we see so many of today.”  

Everyone loved this part of the VBI story and the room’s ambient noise level went up as people laughed and cheered.  

“And, as you know, I decided when we started this company to do things a little differently than other companies.  I didn’t try to lure any of you here with stock options that may never have become liquid, and which, if the dot coms are any indication, would have been severely diluted by the preferred stock given to institutional investors.  No.  I’ve believed from day one that you should all share in the profitability of the company.”  Elliot paused and then added, “If you remember, last year – in just our first full year of operations – we were able to share a minimum profit sharing bonus for each of you of $50,000.”

Cheers and wolf whistles again.  When they died down, Elliot took a pile of envelopes from his inside suit pocket and slapped them two or three times against the palm of his left hand.  He smiled and added, “This year, I’m pleased to tell you that our minimum profit sharing bonus for each of you is…” After a brief pause that had the desired effect, Elliot finished, “… $225,000.”  The room erupted with cheers and several bottles of champagne were popped open around the room.

Shirley, the office manager and unofficial “company mom” stood quietly with tears in her eyes.  In a single, amazingly generous action from Elliot and VBI, she’d just made almost a quarter of a million dollars – over five times her $40,000 a year salary.  She loved Elliot Sansome. She loved VBI and everyone that worked with her.  She hugged anyone and everyone she was standing with, some more than once. Nobody minded.

Frank, an Operations Engineer, was also mute.  Had he not considered himself too manly for it, he, too, would have wept.  With this bonus, he could now afford to financially help his mother and father, both of whom were in their sixties and still working full time.  While it might not be enough for them both to retire, it’d be enough for them to either cut back how much they worked or at least to take some well-deserved vacation together.  Who knows, maybe both, he thought to himself.  And, like Shirley, Frank felt a deep sense of admiration and gratitude – and love – for Elliot Sansome, the man who had helped him begin to change his parent’s lives.

For many others in the room, the money represented new cars, new electronic gadgets, exotic trips and the like.  Perhaps they didn’t share the deeply life-changing affects of the bonuses as Shirley, Frank and others did, but they knew deep inside that this reality – VBI and it’s culture of shared successes – was not something they’d have experienced had they taken “traditional” jobs in the high tech industry or even jobs at high-flying dot com companies.

Elliot gave everyone time to wrap themselves in the glory of their well-deserved bonuses.  While he waited, Shirley passed out the bonus envelopes.  She hugged each person as she handed out the checks.  Again, nobody minded. Finally, the room was quiet enough for Elliot to continue.

“And, perhaps most important of all, some of the goals for this company had to do with human values – our culture, what we stand for as a company and as a group of people, how we treat each other and our customers and partners.”  Elliot looked around and the room had fallen silent.  “It is only through the achievement of our goals in this area that we have achieved our goals in other areas.”

“Here, we treat each other with respect and dignity.  Here, we help each other grow as professionals and as people.  Here, we share in each other’s successes and help each other through any difficulties. Here, we treat our customers well, giving them excellent products and services for a fair price. Here, we work openly and honestly with our customers and treat them like partners, which they are.”

“I will not say ‘we are a family’ because, in truth, we are not.  You each have you’re your own families, your own deeply personal issues and circles of relationships.  We here at VBI are but one circle for each of you, and it is my honor to be a part of your lives.  No, we are not a family, but we love each other as if we were.  And this is the achievement of which I am most proud.”

Before the tears welling up in his eyes had time to drop, Elliot concluded simply, “So, thank you all again for a wonderfully successful 1999.  I look forward to more of the same next year.  Enjoy the party everyone!”

As the room erupted into cheers and applause, Zachary Thomas looked around, felt lucky to have the opportunity to experience such an amazing company and it’s warm, loving culture. He felt honored to be at the party. He saw the faces around the room and knew that Elliot was right.  They do love each other like a family, he thought.  Isn’t that something?  And in that moment, he remembered his mother. He realized that it was December 27th, exactly 18 years to the day since his mother had died.  Zach spent a few minutes quietly reliving the love he felt for his mother, cried a little, felt sad a little, then reflected on the high tech law enforcement course he’d taken his senior year of college, his good fortune to meet Harry Dini, and his circuitous path to having taken the job as the Technical Director of the Internet Enforcement Division of the SEC. He realized how pleased his mother would have been. And how proud his father was. Then he took out his cell phone and punched in the numbers.

“Hello, Dad?  How have you been? Listen, there’s something I’ve been meaning to tell you…”
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