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something positive from the pain and loss associated with losing my busi-
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Clark, who passed away after I had written a draft but before publication. 
She was always my greatest supporter. I also want to thank my father, 
who has always been my role model, mentor, and friend. Finally, I want 
to thank my wife, Heather, and her father, Rich Post, who have listened 
to me talk about this project for two years. They were patient advisors and 
sounding boards.





vii

c O n T e n T s

Author’s Note ix
Acknowledgments xi

Part One: Introduction 1
Chapter 1 Falling Off the Cliff—My Story 5
Chapter 2 How Things Got Worse 11
Chapter 3 A Decade of Legal Woes 17

Part Two: Business Models & Challenges 27
Chapter 4 Business Models 29
Chapter 5 A Unicorn Story 39
Chapter 6 Doing Business with Government 53
Chapter 7 External Events 73
Chapter 8 Sometimes It’s Just Plain Bad Luck 81
Chapter 9 Failed Acquisitions 89
Chapter 10 The Importance of Team Members 97

Part Three: Financing Issues 103
Chapter 11 Personal Guarantees 105
Chapter 12 Your Banker Is Not Your Friend 117
Chapter 13 Acquisitions, Leverage, and Banks 129
Chapter 14 The Bankers’ Viewpoint 143
Chapter 15 Losing It All with Mezzanine Financing 149



viii

MIsTAkes MIllIONAIres MAke

Part Four: Bankruptcy & Workouts 157
Chapter 16 Bankruptcy Lawyers—Their View 159
Chapter 17 Workout Strategies 167
Chapter 18 The Complexities of Asset Protection 171

Part Five: Personal Challenges & lessons 177
Chapter 19 Now That You’ve Made It 179
Chapter 20 Riding the Wave onto the Sand 185
Chapter 21 Collateral Impact—Friends and Family 193
Chapter 22 Keep Your Head on Straight 199

Conclusion 209
About the Author 211



ix

A u T H O r ’ s  n O T e

This book probably isn’t like others you’ve read. First of all, the entrepre-
neurs who were interviewed for this book told their stories in the first 
person, while I recorded them. The style is conversational, and I wanted 
their authentic voices to be heard.

The other issue is a legal one: Every entrepreneur you will meet in 
this book had his share of ups and downs and made both great decisions 
and horrible mistakes. In many cases, external forces had a tremendous 
impact on them. The specific entities, businesses, and individuals they 
talk about are part of their stories, and criticism of these entities or 
people are their opinions, not mine.

The inclusion of names or discussions of people or businesses in this 
book is in no way an endorsement or a warning about those people or 
businesses.
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chapter 4

B u s i n e s s  M O d e L s

“ You know all of our people have to eat every week, 
regardless of the economy, right?”

s
everal entrepreneurs who volunteered to be part of this project had 
a variety of fundamental challenges to their business models. In these 
chapters they discuss diversifying your business, using outside capital, 

recurring revenues, and the particular challenges of family businesses.

diversiFy, diversiFy, diversiFy
Most of us have heard about the importance of diversifying investments. 
Entrepreneurs, however, typically lack investment diversity because 
their business often represents a disproportionately high percentage of 
their estate value. Further, an entrepreneur’s company equity is typically 
illiquid, which only underscores the vital importance of diversifying as 
early and often as possible to help offset risks. When the big payday 
occurs and the company is sold, the entrepreneur needs discipline and 
dedication to diversify his estate.

“When one is being acquired by another company, often the deal 
structure has a significant percentage of stock associated with it,” explains 
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Alejandro Rivas Micoud, a Spanish telecom and technology entrepre-
neur who made and lost a couple of fortunes. “Anybody who goes into 
that deal should not have done so—no matter how much [the buyers] 
explain what sort of fantastic company they are and that they are the 
best thing since toast. As soon as they can, entrepreneurs should sell the 
stock and diversify. I’d recommend they put everything in an index fund 
or something like that and not play with it.”

Alejandro, whom we’ll read about in more detail later, got a second 
shot at a fortune after his company was acquired in an all-stock deal. 
He watched the stock value go from its privately held, pre-IPO value, 
through the IPO, more than double in value, then be worth nearly 
nothing at all.

Throughout this book, you’ll read examples of the consequences of 
not having a diverse portfolio. Andrew Dumke went from having about 
$100 million to eating rice and beans from emergency supplies in his 
basement.

Andrew had been a sharp serial entrepreneur who invested well in 
companies for decades. His family had created enormous wealth from 
an earlier sale of a business to General Electric. He received a signifi-
cant portfolio of GE stock but didn’t diversify that investment.

“When people talk about investing in the stock market, they always 
say diversify a bit; don’t keep all your eggs in one basket,” Andrew 
explained. “You don’t want to overdiversify, but don’t have just one stock. 
That’s important advice. If I hadn’t had 100 percent of my net worth in 
GE during the financial crisis, when GE stock went down 90 percent, it 
wouldn’t have been so economically devastating for me. So having a few 
more stocks is a good thing. Now I have a more diverse basket of stocks. I 
could take more market hits before I would have that devastating effect.”

When I sold MuniFinancial in 1997, I had diversified our invest-
ments quite a bit with the proceeds from the sale of the company. 
However, my longtime financial advisor told me to stop trying to opti-
mize the return of the portfolio.
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He told me, “Harry, for all these years you were investing to maxi-
mize the return on your investment. Now you have a large enough 
portfolio that you need to be more concerned about preservation with a 
nice steady return.” That was an important turning point. If my advisor 
hadn’t called me on it, I’m not sure I would have changed my behavior.

sTArT-uP Advice: OTHer PeOPLe’s MOney
The other lesson Alejandro and I both learned is to be careful starting 
up your next new venture after a huge payout. Studies have shown that 
even though an entrepreneur has been successful with a first company, 
it’s less likely that the second company will follow suit.

Arrogance can get in the way of wanting to use other people’s 
money. You might be tempted to think, “Why should I have investors? 
I have $10 million in the bank! I made it myself the first time.” Don’t go 
there! Like me, Alejandro learned this lesson the hard way. He started 
a company and ended up losing €4 to €5 million at a time when he lost 
everything else in the tech crash. His current thought is, “I would never 
again want to get into a start-up on my own. In addition, I think that 
having people looking over your shoulder, seeing your blind spots—
whether at the board level, your management team level, the investor 
level, or hopefully all three—is hugely important in any start-up.”

That’s great advice. Being accountable to other investors really does 
increase the performance of entrepreneurs.

recurring versus OneTiMe Business
A common theme that I heard from entrepreneurs is the vulnerability 
and volatility of project-based revenue as the basis for the company. 
During good times, companies that rely on these kinds of funds can be 
wildly profitable and fast growing, but when the tide changes, things 
can unwind quickly.
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My first company, MuniFinancial, had 1,500 thirty-year contracts 
to administer some aspect of our clients’ municipal bond issues. Most 
of these contracts were paid quarterly in advance and had automatic 
consumer price index (CPI) adjustments built into them. The business 
was perfectly predictable and impervious to economic cycles. It was a 
relatively easy business to manage, grow, and operate.

Comparing MuniFinancial to TurnKey was like looking at day and 
night. TurnKey was all project based, with an average contract size of 
about $10 million. Each contract would last twelve to eighteen months 
and was subject to government funding approval. The volatility made 
managing the company incredibly difficult and risky and ultimately 
ended in bankruptcy.

Importance of revenue models
During my interviews, several entrepreneurs stressed the importance of 
the revenue model. Take, for example, Bob Verdun’s software company, 
which he grew through the 1990s at a consistent 35 percent compounded 
growth rate.

Bob Verdun earned a BS from Eastern Michigan University in 
industrial technology and is CEO of the Detroit-area software 
company Computer Facility Integrators. He successfully transi-
tioned the company from project-based revenue to recurring revenue 
after getting hit hard several times. He currently has more than $26 
million in sales and about 130 employees. YPO member.

Times were very good for Bob and his company. By 1999 his Detroit-
area firm had sales of $15 million and 150 employees. His customers 
included Ford, General Motors, and most of the leading technology 
companies—Motorola, Palm, 3com, Lucent, AT&T, Intel, Ameritech, 
and SBC. By the fall of that year, he had cash offers of $25 million to 
buy his firm.
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Within sixty days, however, his company was almost worthless, 
because of the impact of the tech crash of 1999–2000.

Bob said, “Literally, in December 1999, the phone started to ring, and 
it wasn’t an automatic, ‘Hey, we’re canceling your project.’ For example, 
3com called, and the worst part of it was that they said, ‘Well, we’ve got 
some budget issues. We’re still going forward, but we can’t start it for 
another sixty days, so we’re going to push it to the next year’s budget.’

“Some of the projects were canceled, but many of our big customers 
would just stall, or defer, or not tell us anything. That really amplified 
the impact in terms of our first round of cuts not being deep enough. 
We crashed hard—an instant drop of 60 percent in revenue—in 
December 1999.”

In 2000, Bob’s company’s revenue plummeted further, from $15 
million to less than $4 million. He stated, “Through the Christmas break 
of ’99, I was trying to figure out how to save the company, determine 
the people I could keep, and whatever avenues I could count on.”

Among his biggest liabilities were leases for offices throughout the 
United States. Bob went on to say, “We ended up doing a prepackaged 
bankruptcy, which, you know, General Motors did back then, and it was 
a pretty big deal. We went through the entire process in under ninety 
days. Now there are other companies who’ve done it, but back then it 
was unheard of. But it was to save the company, because I didn’t have 
enough cash to last longer. I had to drive it through the process quickly.”

THinK sTrATegicALLy
After surviving those dark days, which lasted roughly through 2001, 
Bob re-examined his company and developed two core principles for the 
future of the business: a diversified revenue base and recurring revenues.

He said, “I guess one of the lessons learned during that period is that 
I was adamant this is never happening to me again. I started looking 
at the big picture. How do we create a business we want to have versus 
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reacting to the marketplace and just going along where the world takes 
you? We really focused much more on strategy and building the business 
going forward. Therefore we changed our projects to recurring revenue, 
and we took strategic planning seriously from that point forward.

“Fast forward to the Great Recession in 2008: We had 75 percent 
recurring revenue completely diversified by every segment and industry 
you could think of. So in 2008, we were at about $14 million in sales. 
From a revenue perspective, we pretty much got back to where we 
were before.”

However, by this time Bob had built a much more stable business 
with only about ninety employees. In fact, in 2008, the revenues of his 
business still grew about 2 percent, even though some of his customers 
were hit hard. In 2013 Bob’s business did about $26 million in sales, 
had grown to about 130 employees, and was highly profitable.

Summarizing the benefits of thinking strategically, Bob said, “You 
get more time to react to fix the problem, which is why in 2008 we were 
fine, and we got through without a hiccup. We did miss our earnings 
target because of our revenue drop, but we were fine; we didn’t lose  
any money.

“I think it starts with strategy,” he added. “You have to build a busi-
ness that’s sustainable and structurally sound. It has to have the right 
kind of components to make it safe. You know all of our people have to 
eat every week regardless of the economy, right?”

I believe the way Bob converted his company should be an inspira-
tion for all entrepreneurs saddled with the stress of running a onetime-
revenue model of business. Think strategically, and try to develop a way 
for your contracts to recur. It will change everything for the better.
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A FAMiLy Business
Jim Glazer is a bright, hardworking guy. He graduated near the top 
of his class at Duke and later completed an MBA at the University of 
Michigan. He then worked at Arthur Young and Price Waterhouse in 
their Entrepreneurial Services Groups. He knew he eventually wanted 
to run and grow a business of his own.

Jim Glazer is a Duke undergraduate and has a University of Michigan 
MBA and CPA. He led Elliott Manufacturing, a family business 
that developed specialty trucks. Located in Omaha, Nebraska, the 
firm had as much as $65 million in sales. YPO member.

Jim ended up joining a specialty-truck-manufacturing business 
that his father had acquired. Jim, his brother, and his father grew the 
company, which was located in Omaha, Nebraska, from about $2.5 
million in sales in 1993 to some $25 million in 2000. Personally he was 
doing well, dropping about $1 million onto his tax return each year. By 
2002 he had become president of the company.

Over the next several years, the company expanded and diversified, 
but its profits continued to shrink. By 2007, the firm was generating 
$65 million in sales but with less profit than there had been with $25 
million in sales.

“In hindsight, I realize how disengaged I was from the business,” 
Jim said candidly, “especially in the early 2000s. In fact, none of us were 
engaged. My dad was out in Arizona. I didn’t feel very involved, because 
my dad still wanted to keep his fingers in things, and my brother obvi-
ously wasn’t engaged. Business suffered, and I personally suffered. At 
the end of the day, I just didn’t feel good about myself, even though I 
had all this money.

“In 2011, we hit the low point,” Jim said, “because we were still 
trying to turn things around. We were breaking even in cash flow, but 
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we missed our projection. First, our CFO quit, and shortly thereafter, our 
controller quit. Right after that our payroll person tried to submit two 
payrolls at the same time accidentally. So the bank got skittish. It took 
all our money out of our personal accounts. Afterward the bank wouldn’t 
talk with us for a week—and that was over the Thanksgiving holiday!”

The story of the Glazer family business continues in later chapters.
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Lessons Learned

•	 When you have liquidity from selling all or a portion of your 
business, make sure you diversify the assets.

•	 Do not hold onto a large portfolio of the stock you’ve 
acquired after the sale of your company. Liquidate it as soon 
as possible into a diversified portfolio with only moderate risk.

•	 When starting up a new company after the successful sale of 
your previous business, make sure to have outside investors. 
You’ll perform better and have less risk of losing wealth.

•	 Don’t be overconfident when starting a second company. 
Studies show that even entrepreneurs who were successful 
with a first enterprise are likely to fail with a second.

•	 Onetime project-based business models are highly volatile 
and therefore risky for the entrepreneur. If possible, convert 
the business from a project-based model to a recurring-
revenue model.

•	 Diversify the composition of your clients in every way possible: 
geography, segments, percentage of your sales, and so on.

•	 Deal with leadership and family transition issues openly. The 
consequences of ignoring them can be catastrophic.
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