
By Diana SamuelS

mOunTain VieW — Violin Memory Inc. 
has put off going public — for now. 

Instead, the flash memory storage 
company took in another $50 million 
in funding this month in a deal that 
will deepen the company’s relationship 
with German software giant SAP AG 
and its corporate investors.

For these smaller, specialized com-
panies in the enterprise IT space, it’s 
essential to secure those types of part-
nerships with major players to access 
a large customer base they wouldn’t 

normally be able to reach.
Violin’s major investors are Japa-

nese electronics company Toshiba 
Corp. and Sunnyvale networking com-
pany Juniper Networks Inc., along 
with SAP. 

Its $50 million round, announced 
March 30, included SAP Ventures 
and Highland Capital Partners. All 
together the company has raised $156 
million and projected $100 million in 
revenue for 2011.

The investment gives Violin an op-
portunity to develop a partnership with 
SAP, which makes business software. 

Violin’s products could 
pair with a hardware 
and software data anal-
ysis system that SAP 
makes called HANA, 
the companies said.

Still, the company is 
considering its options.  
The  IPO isn’t off the 
table. The company’s 
future could also lead 

to an acquisition, which has been typi-
cal for enterprise IT companies, CEO 
Donald Basile said. Either way, Violin is 
still moving toward.

The funding “gives us the option to 
continue to grow as a private company 
or become a public company,” Basile 
said. “It’s always nice to have more 
money in the bank.”

Timing it right
Violin, founded in 2005, makes stor-

age systems for data centers that use 
flash chips, which are faster than tra-
ditional disk drives.

The company never filed for a public 
offering, but Basile said last summer it 
had planned to launch one between De-
cember 2011 and April 2012. Executives 
decided not to go forward because they 
were concerned about market condi-
tions, Basile said.

Instead, Violin raised a “mezzanine” 
round of funding to support the com-
pany as it continues to grow. The com-
pany has more than tripled in size over 
the last nine months, from about 100 
employees to more than 320.

Basile said Violin still is “giving very 
serious consideration” to filing for an 
IPO sometime this year. The company 
is currently in talks with potential 
bankers, he said. 

Still, Andrew Reichman, analyst 
with Forrester Research Inc., said an 
acquisition by a large enterprise player 
like IBM or EMC could be a better 
route. It’s difficult for a smaller com-
pany like Violin to establish the cus-
tomer base it needs when its customers 
— large corporations — are typically 
buying their equip-
ment from the larger 
players, he said.

“For the IT buyer, at 
big companies, they’re 
generally very risk-
averse,” Reichman 
said. “They want to 
consolidate their pur-
chases to a small num-
ber of the big guys.”

Most smaller enter-
prise IT companies prove a technology, 
build up a revenue base and then get 
bought out, Reichman said. 

Considering Violin’s relationships 
with large corporations, “those stra-
tegic investors often become the ac-
quirer,” Reichman said. “Why would 
Toshiba and SAP want to put money 
into a company like (Violin)? It’s be-
cause they want an inside track.”

A Violin acquisition isn’t necessar-
ily in the cards at SAP, said Gaurav 
Tewari, director at SAP Ventures. His 
firm is looking for companies that 
have some sort of strategic connec-
tion to SAP’s business, but they also 
function as a more traditional venture 
capital firm and want a good financial 
return on investment.

SAP Ventures doesn’t constrain any 
of its portfolio companies from being 
acquired by another company or going 
public, and Tewari said “my personal 
hope would be that (Violin) could be a 
large standalone public company.”

But even if it is acquired, it may not 
be by SAP.

“If I think about SAP Ventures’ in-
vestment history, we certainly have 
had some companies that have been 
acquired by SAP,” Tewari said. “But 
we probably have had an equal num-
ber that have been acquired by (com-
petitor) Oracle.”

Diana SamuelS can be reached at 408.299.1835 or 
dsamuels@bizjournals.com.
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“ City National helps 
 us compete.”
In the aerospace industry, there is no room
for failure, so we need a very reliable bank.  

City National allowed us to grow and make the 
investments necessary to be competitive. � ey’re 
proactive and our banker is a member of our team. 
We use their full suite of online banking services and 
they provide our equipment fi nancing and a strong 
line of credit.

City National is � e way up® for our business.

Kellie Johnson
President, ACE Clearwater Enterprises

Hear Kellie’s complete story at cnb.com/thewayup.

Experience the 
City National Diff erence.SM

Call (866) 792-8305 or visit cnb.com 
to fi nd a business banker near you.
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City National Business Banking Member FDIC

Donald Basile


