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NEXT STEPS FOR BUSINESS OWNERS:
STRATEGIES FOR FAST GROWTH
DAN ROTH, Managing Director, IBG Business,
acted as moderator for the Table of Experts: Next
Steps for Business Owners.
DAN: Revenue doesn’t solve everything. All of
these panelists deal with fast growth companies every day. They tackle challenges, provide
advice, give insight, make recommendations and
guide their clients through those issues one step
at time. Our panelists have decided to focus on
five core issues to lead off the session with time
for questions at the end.
REID GODBOLT, President of Jones & Keller,
Attorneys at Law: In the past decades, I’ve seen
that fast growing companies usually have three
challenges. These may not sound like legal issues
but they are.
1. People
2. Infrastructure problems
3. Foresight and planning
ALAN RAMIREZ, Director of Lending, Colorado
Enterprise Fund: We are a nonprofit lending
institution. We provide loans up to $500,000. A lot
of our businesses are in the earlier stages, either
true startups or just expanding to that second
phase of business. We support businesses that
are just short of qualifying for traditional lending
sources. A lot of the challenges our small businesses see are in cash flow management.
JOHN ZAYAC, Managing Partner, IBG Business:
IBG has grown very rapidly in the last five years
and we have seen a pattern of challenges. The
first is capital. A lot of times we can outgrow our
working capital reserves. Second, it is difficult
is today’s market to find good talent and management teams. Finally, the management of the
growth, whether through acquisition or organically, doesn’t come in a nice linear line. It comes in
ragged steps.
BRIAN O’NEIL, Director of Wealth Management,
Janiczek Wealth Management: At Janiczek, we
are used as a sounding board and advocate in
consultancy capacity because we are a fee-only

fiduciary. The entrepreneurial clients that we deal
with have cash flow issues, evaluate risk-management from personal and business perspectives and
need to develop long term planning of one, three
and five years. They are so busy in their business
that they aren’t working on their business.
TOM FRANCIS, SBA Lending Manager, First
National Denver: The biggest challenge that I see
are:
1. Time management
2. Understanding the cash conversion cycle
3. Hiring Third Party Companies
CASH MANAGEMENT
Question: How do I manage my cash ﬂow
when everything is going up?
ALAN: We encourage our customers to first
inquire with their bank because most businesses already have a banking relationship. Once
they’ve identified that the bank may not be the
best resource, we step in. We can offer term
loans as well as line of credit. We have a little
more flexibility than a traditional lender. The lines
of credit that we offer allow you to fill some time
on that. The term loan would potentially allow you
to buy the equipment or consider something for
additional working capital needs. We really start
to look at what the business has done historically; how you started, the business model and the
traction that has built up to the request for capital.
If your company is strapped for cash because you
invested in a new piece of equipment, we look
at what that cost was. In other words, we single
out these expenses that have restricted you from
showing a positive net profit at this time.
TOM: The biggest question the owner has to ask
is: Do I really understand that cash conversion
cycle? What’s the cost of that new contract?
Working with a lender that knows your business
and your goals is very important. If they don’t
understand your business model, then that’s the
time to start searching for someone else.

I see a lot of business owners who will bootstrap
their business from day one without the proper
structure of financing in place. They may borrow
from mom or dad or a line of credit against their
house. While that may be fine in the onset, once
you’re actually growing it’s important you match
your need with the correct product. A line of
credit should be something that ebbs and flows
with your business. It shouldn’t be used as permanent working capital. The term loan should be
used as permanent working capital for that fast
growth so that you can align with the repayment
of the loan.
SBA and conventional loans are quite different. For a conventional loan product, banks will
evaluate your cash flow from a historical basis,
if you have collateral to support the request, and
if the request makes sense. In the SBA world, it’s
more liberal. Cash flow is evaluated on a historical and projected basis. Does the overall credit
make sense and will the investments be in the
right places so the bank can get paid back? SBA
504 is typically used for real estate or equipment
that has a lifespan of over 10 years. That’s a longterm financing plan. The SBA 7A can be used for
working capital. We will finance those programs
over 10 years. Conventional loans look for a three
to five year payback.
JOHN: You may consider raising a sliver of equity
investment in your firm. You have the advantage of investing the money and proceeds, or
retaining it to diversify your risk. Selling a portion
or raising an investment from an outside party
involves a lot of different people. You want to
have professionals involved and a good legal
team because that is a very specialized way to
raise money.
Aside from having a good legal team—which is
paramount—you have to pick that investor by
your gut also. This investor has to agree with your
vision and understand your culture. I know these
are intangibles but they are extremely important
to what is essentially a second marriage.
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BRIAN: Our typical client is reinvesting the majority of their cash back into the business. However,
we look at money in three different buckets:
safety, market and aspirational. In recognizing
this, we want to insure our client’s balance sheet
can stand good and bad times. For this, we have
a very rigorous planning process that we go
through with our individual clients. They are going
to want their family to withstand any downturn in
the business.
REID: When you’re taking on an investment
whether through debt or equity, you are selling
them a security. The real issue is you need to
know what type of disclosure to give to your investors. If something doesn’t work out and things
go bump in the night, you have something you’ve
told these people about the risks. From a legal
perspective, you want to comply with the appropriate registration and exemptions.
TEAM & TALENT
Q: Is the team that I have now—that got
me here—capable of getting me to the
next level? How do I add the right people
so I don’t mess up my culture? What if I
need to move some people out that can’t
keep up?
JOHN: I think it’s a tough market out there to find
good people. Some of the things we’ve seen in
other offices as well as Denver is that you’ve got
to recognize the younger generation is different. It’s not just the paycheck anymore. It’s the
benefits; like the flexibility of work hours or the
ability to take two months off for the birth of a
child. I would also throw out that it’s important
to choose your people selectively and carefully
because your investment in a new hire is many
months of work and training. If it doesn’t work, it
costs you a great deal of money.

So how do you get talent? I would certainly check
with your network of current people, but don’t
get emotionally tied. Keep it on a business level.
Consider head hunters for key positions. Head
hunters find people with a proven track record
that already have skill sets that you want.
TOM: You have to look internally and see what
your culture is and where your company is going.
Then try to find candidates that fit in that culture.
Denver is a hot spot. A lot of people are looking
to find a way to get to Colorado. As a business
owner, you live here and have centers of influence local to the area. Those are always a good
first resource to go to, but recruiters can reach
outside of Colorado and our region. They can find
talent all across the country. It can be expensive
but so is turnover.

Performance pay has been around for years and
that doesn’t create a sense of ownership. A lot of
driven individuals want to have that upward mobility whether that’s with job titles and moving up
in the company or distribution and stock options.
These don’t need to be paid immediately. They
can be vested over a period of time. They incentivize the employee to take care of the customer
and company.
REID: If you’re not sure that the talents in your
team are where they need to be, this is an excellent time to look at outside advisors to get an assessment. One of the great things about Colorado
is that it is an at-will employment state. Hopefully,
you do not have employment contracts you have
to worry about. Also, it is critical to have a very
strong financial person (or persons) on your team.
I see so many companies that experience growth
and they have a bookkeeper that has gone as far
as they can go. It inhibits the ability for the company to grow, to obtain capital and do any other
type of financing.
ALAN: In an earlier stage business, there’s a lot
of resources out there. In our niche, it’s having
that advisory board behind your operations and
key staff. From an underwriting standpoint, when
we see that someone has those references and
contacts at their disposal, it’s extremely helpful
way to get more comfortable with that monetary
request. Also, there’s a lot of resources that are
free like the Small Business Development Center
or groups like SCORE. If you have a true start up
and they’ve gone through a course, we know the
counselors well. We know how they are building
their projects. Immediately, it builds a comfort
level. It provides an understanding of their background and the efforts they are making to really
move forward with their business.
BRIAN: We spend a great deal of time to get to
know our clients from a personal and business
level. We identify who their CPAs, attorneys and
insurance professionals are in order to make sure
they are properly covered. We make sure their
families are also protected in the long term as
trusted advisors.
RISK MANAGEMENT
Q: What can business owners can do to
improve their business and personal risk
management? What are the main traps

from a legal perspective that business
owners don’t anticipate when their
businesses start growing rapidly?
REID: Where do I begin? A good thing to think
about—when you’ve got some free time—is to
put yourself on the other side of the fishbowl.
What would I look for if I wanted to buy my
business? Take a typical due diligence list in an
acquisition or equity financing list and go through
the basics for your business. When you’re at the
stage when you’re growing rapidly, the company has value. In order to make sure the value is
there, you need to see if you own that property.
BRIAN: We really look at ourselves as risk managers as much as wealth managers because the
two are not mutually exclusive. We always want
to make sure we have the proper asset protections in place. We look at titling of assets. How
many partners and owners are part of this business? When we run through business exit planning, we spend a great deal of time understanding
the business and who they key people are. One
of the questions I always ask is: “What non-solicitation/confidentiality agreements do you have
in place?” Prospective buyers are going to want
to know if they can leave with your clients. Our
goal is to bring everything into a comprehensive
package so our entrepreneurs, who have bootstrapped from the beginning, can see the fruits of
their labor.
ACQUISITION
Q: You’ve been growing well organically
and you read in the papers about companies
growing exponentially through acquisition.
You think: I could do that. Should you? How
might you finance it?
JOHN: I really think it’s a case by case decision. If
you’re going to grow through acquisition, this is a
good market for it because of the resources and
capital. You have to be very selective in the firms
you acquire to make sure they assimilate into
your vision and culture. An advantage to growing
this way is the synergy that comes from acquiring
a new firm. In other words, you might acquire a
firm from Kansas City that is similar to the one in
Denver. Now you have different products specific
to each region. Another benefit is that you collect
some very talented people. You can combine
functions and keep the best of the best.
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REID: If you have never done an acquisition
before, you want to be extremely careful because
this is not a place you want to venture without
good advisory members. What you’ll find is that it’s
not quite as lucrative as you’re led to believe. It’s
going to take longer than you thought. It’s going to
cost more money than you thought. A lot of times
when you’re in a rapid growth mode, you’re going
to see things that you didn’t anticipate and it’s going to take your time away from the acquisitions.
TOM: It all comes back down to what is your
ultimate goal. I find business owners getting off
of the path they originally started. Analyze your
business plan on a yearly and quarterly basis
and set some goals. For acquisitions, you can
get an immediate impact to the top line but know
the cost analysis. Don’t look for the exact same
company to buy, look for something that can
expand your company. You provide a product that
they don’t in the same industry and can cross-sell
to the existing customer base. In organic growth,
you can start to go down a path and pull back
relatively quickly without too much expenses. You
can wipe out the division or pull out of a market.
When acquiring a business, that’s money you
won’t get back for quite some time.
ALAN: We want to know what their experience
is in the industry of the business they are purchasing. A lot of the challenges that we see is
that there are lifelong business that have run for
years. However, they’ve expensed high and they
aren’t showing a lot of net profit in those regions.
Now this business is ready to sell and their asking
price might not be in the financials. In preparing
to sell a business, have a three year or five year
exit strategy so you can demonstrate a business
that is ready for market and valuable. For the individuals looking to purchase this business, know
what you’re getting into. At the end of day, I think
you need a strong legal team and a broker that is
involved so that it is more of a concrete structure.
It’s likely already had a business valuation so you
can get to the closing table easier.
BRIAN: We will always go back to the basic
foundations we started with our clients. We will
go back to the values, goals and financials. We
also want to know you’ll have an adequate safety
net and cushion to make sure you can withstand
the bumps in the road or hidden valleys as the
acquisition is taking place.
BUSINESS SALE
Q: Someday you’re going to want to sell
your most valuable asset. What can you do

know as you grow your business to positon
this company for sale at some point? How
do you help a client plan for that?
BRIAN: We really make sure our clients have
thought of the value of the business and what
they need to live on long-term from the sale of
that business. We had a client last year that had
received an unsolicited offer for $10 million and
they came in for validation. When we started
looking through their expenses and the number
running through the business, we had to step in.
$10 million is a great offer but they would really
need $17 million to live the way they’ve been
accustomed to.
TOM: Start early. Plan early. Every dollar that you
bring to the bottom line will give you three to five
in the sales price. So get that car that you’re expensing for your daughter out of the picture. Keep
your books clean. Keep your contracts clean. Act
like you’re going to sell the business in a year so
you’re ready when you get a call out of the blue.
Create a succession plan. Your best buyer for
that business is your key employee. So if you’re
able and fortunate enough to bring someone on to
work for your business, mold them as if they will
be your buyer.
JOHN: Recognize the Small Business Administration estimates between 60% and 70% of owners
sell their firm for less than full value. A lot of
that is because you don’t prepare your company
for sale. From a private equity perspective, you
should review your financials. Get rid of country
club dues and board meeting dinners in Hawaii.
Work on building a management team to drive
your firm. Don’t make the company dependent on
you because that dependency lowers your value.
Don’t sell your firm when you want to. Sell it when
you should. When the business is at its maximum
value or the market is good. The timing is critical.
REID: You want to make sure on this day of
liquidity that the employees get that payday too. If
you’re in a position where you’re just going to sell
your share and not bring along the employees,
then that’s a strategic mistake. You’re going to
alienate those people and they won’t work for you
as much as they should.
ALAN: Just last year, we had a customer that sold
their company of 15 years. In a short amount of
time, they scaled their model, franchised it and
were rewarded extremely well. As Tom mentioned, you can’t start this succession plan early
enough. Be ready to sell it because sometimes
those are short windows.

REID GODBOLT

President
Jones & Keller, Attorneys at Law
rgodbolt@joneskeller.com
303-573-1600 ext. 121

BRIAN O’NEIL

Director of Wealth Management
Janiczek Wealth Management
boneil@janiczek.com • 303-339-4511

ALAN RAMIREZ

Director of Lending
Colorado Enterprise Fund
alan@coloradoenterprisefund.org
720-473-4053

JOHN ZAYAC

Managing Partner
IBG Business
zayac@ibgbusiness.com • 303-758-4000

