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Is Okta the ultimate
growth company?

With top hires from Google
and a US$80 billion market
opportunity, Okta’s growth run
may have only just started

Ravi Velloor

Associate Editor

Pickup Okta, Inc’slatest annual
report and on page 18 comes the
warning that the company hasa
history oflosses and these will
continue in the foreseeable future.
Another 26 pages down, it tells
shareholders that it does not
intend to pay dividends for some
time to come.

Yet, the San Francisco-based
identity and access management
company, whose business has got
adramatic boost with the shift to
remote work, has a market
capitalisation of US$39 billion
(S$52billion). As identity security
emerges as a key battlefield in
cyber security, Okta, which
reported total revenue of US$567
million for the first half of fiscal
year 2022 and expects to finish the
year with more than US$1.2 billion

: US$4billion by 2026.

With such guidance, it is small

: wonder that investors donot seem
! tocare aboutimmediate profits

i andwould rather eye the long term.
: Oktashares, which were priced at

i US$17 each when the company

¢ wentpublicin 2017, ended New

¢ Yorktradinglast week at US$255,

: upalmost 13 per cent for the week

: asinvestorsrespondedtoits

: announcements of newand

i improved product offerings. That’s
¢ helpedpush the personal net worth
i of Mr Todd McKinnon, the firm’s

: 49-year-old co-founder and chief

: executive officer, to US$2 billion,

i accordingto Forbes estimates.

Entrepreneurs have fascinated

: me since I met, and later worked

: for, Mr Mike Bloomberg, the

i multibillionaire founder of the

: eponymous firm that dominates

¢ the field in online financial

¢ information. Mr McKinnon, who

i traded ina comfortable sinecure at
: Salesforce.comto start his

i entrepreneurial journey at the

: height of the global financial crisis,
i is that mould of man who cuts

: against the grain - starting his

i venture justas he and his wife had

¢ their first child, a time when most

: people tend tolower rather than

: addriskto theirlives.

Perhaps it was something in his

¢ background. Growing up in San

¢ Francisco’sBay Areaina

: middle-class home in the

: mid-1980s as the son of a senior

: HRprofessional, Mr McKinnon

: observed withadmiration the

¢ success and sense of

¢ independence enjoyed by uncles
: whorananice cream shopanda
i craftbeerbrewery.

Atthetime, there were only a

¢ handful of tech billionaires and the
: bestknown were Steve Jobs, Bill

i Gatesand Larry Ellison. Certainly,
: the McKinnon family did not know

Starting as a developer with

PeopleSoft, Mr McKinnon moved
: tothen start-up Salesforce.com,

: where he swiftly rose tobecome

i seniorvice-president. He worked
: there through the dot.com bubble
: andtherise of the Internet,leading
: anengineering team that grew

: from15 people to more than 250,

: and the service from two million

: daily transactions to more than

¢ 150 million.

It was clear even back then that

: Salesforce, which today is worth

: US$285billion, was going tobe a

: powerhouse. Nevertheless, he felt
: itwas time to strike out on his own.
: Amid the disruptions of the great

: financial crisis and the arrival of

: cloud computing, it was clear that

: therewere going to be big, new,

: interesting companies that would

i bebuilt.

Mr McKinnon took the plunge,

: teamingup with former Salesforce
: hand Frederic Kerrest to start

: Okta,aname that derives from the
i meteorological measurement of

: cloud cover.

Famously, he is said to have used

: aslide presentation — “Proposal to
: move toanewjob startinga

: company (WhyI'mnot crazy)” - to
: convince his wife, Roxanne, about
¢ hisleapto entrepreneurship. The

i clinchingargument was that both

¢ Microsoftand Oracle had been

: started during poor economic

: conditions.

“Itwas a combination of the

: long-term desire (to be my own

: boss) and the opportunities

: offered by the technology

: transformation,” he recalls. “Not
: thatsuccess was guaranteed. It

: wasstillalongshot. But these were :
: some of the things thatlined up to
: make Okta happen.”

For the first half dozen years,

: there were moments when the
: foundersfeared the firm would fail

Indeed, digital identity -

Mr McKinnon describesitas

i “connecting and mappingaperson
: towhat he can do digitally” -

i wasn’teven part of the initial

: business plan but something they

¢ fastened on to swiftly after

: realising the first planwasn’t

i resonating enough with

: customers.

Fortunately, the change of

i direction happenedin the first two
i months of starting up, so there

¢ were neither sunk costsina

: product involved nor egos

: wrappedaround the plan.

The days of uncertainty — “I had

i tobelieve even when I1didn’t

: believeandactasthoughlIreally  :
: believed”ishow he describesthem :
i —arelonggone.

Today, the stress is more about

making sure he takes the right
: decisions onbehalf ofhis 4,200

staff and to maximise the

! opportunity and growth prospects
i aswellasprotect his customers.

“Itisnot the same as existential

¢ stressbut (it is now about)

i high-class problems,”

: MrMcKinnon, whois Typel

i diabetic, says with a measure of
i relief.

Indeed, earlier this year, Okta

: tookcare of one high-end problem
i — competition - by acquiring

: consumer identity and access

i management firm AuthO for

i US$6.5billion inanall-stock deal.

While they did compete in some

: marginal segments, Mr McKinnon
i sayshe had maintained good

: relations with AuthO co-founder

i and CEO Eugenio Pace, often

i comparingnotes.

“lam super competitive and if

: we’dbeen head-to-headrivals, I

i wouldn’t know if [ would have

¢ been able to buy them or would

i wanttobeat theminstead,” says

! MrMcKinnon. “We talked, and

: Eugenio got excited about building
¢ this company that’s totally focused
i onsolving the (identity) problem...
: rather thanleave it to Amazon or

i Microsoft. We don’t care what

: Web meeting software youuse —

i Microsoft wants you to use Teams.
! Wedon’t care what e-mail system
youuse — Google wants you to use

: Google. We just want customers to
: have theright choice to make their
¢ businesses successful.”

Buoyed by AuthO, fiscal 2022

: revenuesare expected in the range
: of US$1.25 billion, indicating

: year-on-year growth of 50 per

: cent. The market foridentity is

¢ estimated tobe US$80 billion, so

i any time soon, especially as it has
: begun to establishits presence in
i the Asia-Pacific with offices in
: Australia, Japanand Singapore.

Much of the cash the firm

i generates is ploughed into sales

¢ and marketing to winlong-term

: contractsthat’s then amortised

i overthe course of the revenue, the
: reason why Oktais not worried

: thatitwill be reportinglosses fora
: whileyet.

“We’re actually cash flow

i positive,” says Mr McKinnon. “We
: don’tneed any more investment.

: Wedon’tneed toraise money or go
i tothe capitalmarkets. We have

: been self-funding for many years.

: But,because of the way

subscription revenue works, we

i arenot profitable from the

: accounting perspective...With this
: recurring revenue base building up
i overtime, we canbebigandbe

i very profitableat scale.”

Interestingly, some of his key

: recenthireshave been former

i Google hands. Theyinclude

: president of technology and chief
i technology officer Sagnik Nandy,
: who was formerly vice-president
i forengineering at Google,and Mr
: John Zissimos, former Google

¢ vice-president of creative, brand,
: mediaand consumer programs,

¢ whojoined Okta asiits first chief

i digital officer.

Why this fascination for Google?
“There aren’t many companies

i thatget the scale Google hasin

: termsof systems,” explains

i Mr McKinnon. “And we’re

: building this identity system for

i every company in the world. Soit’s
: running atamassive scale andit’s
i goingto getbigger...The odds

: beingwhat theyare, it’s more

i likely we’d hire someone from

¢ there, given they havealot of

¢ people.”

Mr McKinnon’s more urgent

¢ staffing challenge is to prevent

: employee burnout and to

i somehow convince his employees
¢ toconsume their annualleave

i amid the hothouse environment of
: Silicon Valley.

This summer, he himself took

i time offto holiday in Napa Valley

¢ with his wife and two children -

: letting everyone in his company

: knowabout the CEO’sleave plans.

“I'try to be public about when1

i takeaday offand share it with the
: team. And this summer, I even

: askedeveryone in the company to
: e-mail me their vacation plans. I

: gotaboutathousandreplies.”

Okta co-founder
and chief
executive officer
Todd McKinnon's
more urgent
staffing
challenge is to
prevent
employee
burnout and to
somehow
convince his
employees to
consume their
annual leave
amid the
hothouse
environment of
Silicon Valley.

"l try to be
public about
when | take a
day off and
share it with the
team. And this
summer, | even
asked everyone
in the company
to e-mail me
their vacation
plans,” he says.
PHOTO: OKTA

revenue, projects this torise to : anyofthem. : —worries they kept to themselves. : Oktashould notrunoutofasphalt : velloor@sph.com.sg
Fast facts com for five years. Polytechnic State University. THE COMPANY authentication into applications, low identity management com-
THE CEO He began his career at People- Mr McKinnon is a mountain  Okta, Incis an identity and access and for developers to build identity =~ pany AuthO for US$6.5 billion

Mr Todd McKinnon is the CEO
and co-founder of Okta, Inc. He is
49years old.

Before setting up Okta in
2009, Mr McKinnon was senior
vice-president at Salesforce.

Soft, where he was a software de-
veloper between 1995 and 2003.
A native Californian, Mr McKin-
non has a bachelor’s degree in
business from Brigham Young
University and a master’s in
computer science from California

bike and fitness enthusiast.

He is an adviser to Family House
and an advocate for equality and
inclusion.

He and his wife, Roxanne — a con-
sultant in environmental engineer-
ing - are parents of a girland a boy.

management company headquar-
tered in San Francisco. It has
more than 13,000 customers.

The firm was co-founded by Mr
McKinnon and Mr Frederic Ker-
rest. It provides cloud software that
helps firms manage and secure user

controlsinto applications, Web ser-
vices and devices. Its products in-
clude Single Sign-On (SSO), Univer-
sal Directory (UD), Advanced
Server Access (ASA) and Multi-fac-
tor Authentication (MFA).

Earlier this year, it acquired fel-

(S$8.8 billion) in an all-stock deal.
The combined firm has 4,200 em-
ployees. Okta is projecting annual
revenue of US$4 billion by 2026.
First-half total revenue for
FY2022 was US$567 million. It
has a market cap of US$39 billion.



