NETSCAPE CO-FOUNDER BACKING NEW START-UP
CLARK VENTURE NEOTERIS READY FOR ITS DEBUT 
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Jim Clark, founder of Netscape and serial start-up visionary, is at it again -- finally. 

Clark, together with the Barksdale Group, has poured $5 million into a new company called Neoteris. It is Clark's first venture investment since the tech downturn began a year and half ago. 


The company has worked on a shoe-string budget while in stealth mode for more than a year. And unlike Clark's previous ventures, Healtheon and MyCFO, Neoteris has avoided seeking market buzz until its product was ready. Neoteris has only eaten up about a third of its venture funding. 

Today, Neoteris unveils a product called an Instant Virtual Extranet, a box that allows people to sign on to a corporate network from any standard Web browser. So far, the product has been tested by about 10 customers, and it's getting rave reviews. 

An atmosphere of suspense hung over the cramped room at Neoteris' Sunnyvale headquarters last week, where nine of Neoteris' executives crafted the company's launch. 

Krishna ''Kittu'' Kolluri, the chief executive officer and a former employee at two of Clark's previous start-ups, presided over the meeting. Larry Link, the new vice president of sales hired away from At Home last month, briefed the team on the latest feedback from potential customers: They're ''jazzed,'' and he predicted six of the 10 testers will buy it. ''We haven't closed anything yet, so I'm not going to jinx myself,'' he said. 

The nerve center of the group is four engineers from the early days at Healtheon/WebMD: Sam Srinivas, Theron Tock, Shyam Davuluru and Surya Koneru. They trade stories about the tough road they've trekked since founding the company last year, which included continuous setbacks: ''I feel like I have to pinch myself,'' says Tock, the chief technology officer. ''I keep waiting for something to pop up,'' he says. The others chuckle: ''A year back, I thought I had to look for another job,'' Davuluru agrees. 


Cost-saving product 

The product seeks to replace existing Virtual Private Network technology. A VPN works by creating a sort of private tunnel between a user's computer and a corporate network, but it requires software or hardware installments in each PC, and so creates significant costs. 

The Instant Virtual Extranet, said Kolluri, will require a single box to be installed at the edge of the corporate network. It will cost $100,000 or much less, depending on the VPN or other technology already in place. The box will allow reconfiguration with corporate software applications within an hour, he says. It will also be more secure, he says. 

Clark warmed to the idea when Kolluri told Clark about it six months ago. At the time, he was irked by difficulties in signing on to his corporate account at his other company, MyCFO. ''This makes part of my life a lot simpler,'' he said. 

The product has convinced Pat Wilson, director of information technology at Finisar, a Sunnyvale fiber-optics company. He's tired of modifying the 300 computers that his employees use from home, or on the road, each time Finisar upgrades its network. Neoteris' product will change that, he says, and he's decided to use Neoteris' box, replacing the existing VPN product he uses -- produced by Sunnyvale's NetScreen Technologies. Neoteris also beats out VPN products produced by Checkpoint, Nortel Networks and Cisco Systems, he said: ''There's going to be a huge market for this.'' 

Clark is chairman of Neoteris, and Barksdale Group partner Danny Rimer will be a board member. Clark is also chairman of Shutterfly and MyCFO. He is on the board and has investments in two other private companies: Fremont's DNA Sciences and Redwood City's SmartPipes. 

Clark has founded three multibillion-dollar companies -- Silicon Graphics, Netscape and, more recently, Healtheon/WebMD. WebMD's stock has been hit by the downturn, however, plunging to a market value of just over $1.6 billion. 

Kolluri, also a co-founder of Healtheon/WebMD, left last November, partly out of exhaustion, and took a six-month break before joining Neoteris. He's working shorter hours: He gets to work about 8:30 a.m., after taking his son to school, and leaves at 6 p.m. 


New funding round 

Neoteris is only now entertaining offers from venture capitalists for the next round. During last week's executive meeting, it emerged that two big-name VCs are interested. Neoteris was valued at only $6 million when Clark invested in April, compared with MyCFO's $20 million when he invested in that company during the height of the bubble. 

Clark is hopeful that the ''pragmatism'' of the times will help the company: ''I don't think this company is going to take up as much capital,'' he said. ''Therefore, I think the return on investment will be greater.'' 

Kolluri credits Clark with encouraging him to be more cautious in making product announcements before they are ready. He says pressure to create hype has evaporated because of the downturn. 

He recalls the different environment when the business media first began covering Healtheon in early 1996, spreading pictures of Clark across the front pages. ''We hadn't even written a line of code,'' he said. 

