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SIDEBAR: LESSONS LEARNED

an industrial power company

Did you hire the right people?
Yes and no. At the entry level we have had excellent hires that have worked out great. However, most of the executive-level 
hires were ultimately not successful. We have found that external executives have a hard time working in small efficient teams 
where they are both a leader and are required to participate in the substantive work. We have also found that our culture of 
direct constructive confrontation is very challenging for outsiders to adapt to. We focus on growing and promoting our people 
internally and finding executives who have the right kind of entrepreneurial experience. 

Did you have the right turbine supplier?

Did you have the right financial controls in place?

Did you have the right budgeting process in place?

Did you spend too much money on consultants, lawyers, and advisors?
Absolutely not. Any normal company in our position (non-recourse project finance and tax equity) would have spent 4-5 times 
the money we did on external advisors. In most cases we only used external advisors for highly specialized services and when 
demanded by outside financiers. We wrote most of our own contracts and offering documents in-house. We do most of our 
own legal analysis in house. A single tax equity deal, even at our size, has $150k+ of transactional cost, we typically had <$5k.
We also should not have relied on external sources more. Our team has done a good job of functioning in our core areas and 
calling for external help in specialized areas when needed.

Did you see the financial problems coming?

Was your G&A too high?
Yes. We spent too much on executives that did not add productive value, at one point 25% of our G&A was executive 
compensation. The P95 (top 95 percent of the expenses) were well controlled, but the bottom 5% likely had a lot of waste. In 
retrospect, we did not have the controls in place to manage the bottom 5% of spending, but in a high growth scenario that may 
have been inevitable. Excluding key executives we ran a very lean enterprise. 

Were you able to sell projects?
Yes, but it took us much longer than we thought to get sales going again after we got the capital in place to fund the projects. 
It took us longer than we expected to start maintaining a steady flow of deals in the process (which was about the time we 
realized we were about to run out of capital again). We are the largest installer of on-site wind energy in the country, so we have 
clearly made progress in sales, but the market acceptance tipping point really took 24 months longer to reach than we expected. 
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Should you have stopped signing deals?
Yes. We stopped signing deals when we knew we did not have committed capital for the projects. We will not sign a project 
without knowing the capital is committed. We also do not think that a customer would, or should, sign a deal on the hope that 
we would get financing. The reason that we have been able to maintain our current and future customer relationships through 
all of our issues is because we have been transparent with them and protected them.

Did you try to grow too quick?

Were you able to attract the right entry-level talent?
Yes. In rough numbers, we got half of the staff we offered jobs to. We competed against companies like Google,Twitter, and 
SpaceX for talent and did well.

Did you give employees too many perks?
No. We offered great benefits, flexible vacation, and an interesting work environment. Those are all things being offered by the 
companies we are competing for talent with. The total cost of all perks we offered is well below our peers. We used creative 
perks to attract talent at a reduced total cost.

Did you pay employees too much?
No. We typically pay one standard deviation above the average for a position and believe that we are attracting talent that is two 
to three standard deviations above par. By all comps, we are able to get top talent for 20-30% less than anyone else. Our current 
executives are underpaid by 30-40% compared to comps.

Did you waste money?

Did you try to do things to stop this situation early on?

Were you over leveraged?

Did you have enough equity?

Could this business operate as a smaller company?
No. To have the minimum level of functionality, we need to have a minimum size of about 45 people. We start being fully 
functional at around 55 people. This is like a factory that must be a certain size to make the first widget.

Did you have a big enough balance sheet to build and grow this business?
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Did you need to have a turbine yard?
Yes. The economies of scale curve is too steep between one and ten turbines to not operate a yard. We gain better OEM costs, 
better predictability, better installed costs, and better transportation costs by having a yard. It is the only way we have found to 
efficiently do small projects. The value created by a yard far exceeds the time value of money for inventory. 


