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Michael: Hi, it’s Michael Senoff with Michael Senoff’s www.hardtofindseminars.com. 

Here’s another recording with Art Hamel. It’s Part 3 of our question and answer 
series. As time goes by, we have students who have questions for Art. They email 
them to me and I call Art. I get him on the phone and we cover each one 
individually. So, we’ve got another hour of nothing but question and answers on 
all different topics about how to buy million dollar businesses, step-by-step, 
exactly what to do, exactly what to say. So, let’s get going. 

 
 All right. This is a guy. His name is Rodney Burge and he had a question, if you 

would or your investors would consider investing in an offshore project and he 
didn’t want me to mention particularly what company it was, but it’s a reputable 
franchise that’s here in the U.S., but this is an offshore one. The franchise is 
offshore. 

 
Art: First of all, I’d just like to say we own businesses and brought investors in and 17 

of them in Mexico for a 15 year period. We also a number of years before that 
when we first got involved with the investors, probably 25 years ago, 30 years 
ago, we had a couple of projects over in the Far East. One of them was a 
restaurant group, which is a new group basically, but it was owned by a very large 
airline, which I can’t mention. We had contracts, privacy. But a large airline, 
McDonald’s type operations they were putting in. Say 500 to 1,000 people each, 
if you could imagine. We also worked a lot in Europe with investors on different 
companies. So, we’ve been out of the country. Now, if he’s talking about being 
offshore and being down in the Caribbean, it doesn’t make any difference. That’s 
fine. All it is if the numbers make sense, you can do it. You can finance or bring 
investors in on anything if it makes sense, especially economically. If it doesn’t 
make economic sense, you can’t get it done. And people come to all the time and 
say well can I finance Romania or just had one the other day from Greece and all 
I keep telling is the same thing. There’s nothing wrong with any of these 
countries. If you have a business that makes sense, people will invest in it. 

 
Michael: Questions are from John Yang from Monrovia. He thinks that your course is 

absolutely amazing and was exactly what he was looking for. He has reviewed 
your course and the recordings on www.hardtofindseminars.com several times 
and he is very motivated to go out and look for a good business to buy. He does 
have some nitty-gritty questions to ask Art. I would like to thank Mr. Hamel and 
Michael Senoff in advance. Art, assuming that someone is using your course and 
purchasing some time with Art Hamel, is buying a good business simple, but not 
easy, but very doable or is it complicated and really hard to do or is it somewhere 
in between? 
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Art: We see affiliates all the time in the seminar business and I mentioned it many 

times because what we do is very simple. We’ve done the same thing for the last 
50 years. The only thing that it does is it takes time. In other words, if you allocate 
so many hours a week to do this and follow what we’re telling you -- I think in 
other words, don’t deviate from it. In other words, even if you’re a person who 
likes to think on your own, you go out and you follow what we say, you’ll find it 
works. I mean we’ve been doing this successfully for 50 some years, so we must 
know what we’re doing. But just keep in mind, nobody has ever come to me and 
said boy this is really difficult. Now, on the first business you buy because if you 
do buy a business working with me, you’ll own more than one because you leave 
the manager in place and work basically as an absentee owner. With that you’ll 
own more than one company. Now, what you’re going to find, the first one is 
going to be very complicated if you haven’t purchased a business before, but then 
what you’re going to find as you go to the second one, almost everything is 
exactly the same. I mean it really gets boring after a while. Just keep in mind it’s 
very simple. 

 
Michael: Mr. Hamel, in your earlier recordings to seem to say that you don’t need any 

experience or money, but in the more recent later recordings you seem to say that 
you do need some experience, money, and some skin in the game. Which one is 
it? The bottom line is that I know I can do this. 

 
Art: When you listen to different recordings, you’re really not getting different 

messages; it just depends on how somebody asked the question. Now, if you’re 
going in on a business it would be nice if you had something as a down payment 
if you go in on the deal. What normally happens is, I’m working with investors. I 
have built my fee in. Now, can I bring anybody in on one of these deals that have 
absolutely no money? Yes. But what happens is the investors force me to give up 
part or all of my fee, and again, I don’t mean give it up, but what I end up doing is 
taking an option or a warrant on stock in the company. And what they do is they 
say okay if your fee is going to be X-number or $100,000, you leave it in the deal 
and we’ll count it as a down payment. So, from the standpoint of actually needing 
money, no we don’t. 

 
Now, does a person need experience in business? Not really because if you get in 
there and you don’t have business experience, the investors will insist that I stay 
in the deal on a close -- I would be close to you as a consultant. If you don’t have 
management experience, it’s the same thing. I get involved. Now, we’re talking 
about not having money, not having business experience, and not having 
management experience. If you don’t have any of those three to put into the deal, 
I’m not going to work with you because I really can’t help you put that together 
because you make it too difficult. In other words, what I’m getting out the deal 
does not offset my giving up my time. What I really do is I buy companies 
myself. So, you have to have something. If you have money and you don’t have 
any skills in the other areas, fine. If you don’t have money, but yet you have 
management background, you also have business background, we can do it. 
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That’s where it comes from. Could I help somebody with no experience, no 
money, no management experience, yes I can. Will I? No. 

 
Michael: You like to help people, but you’re not doing this for charity. Obviously this is a 

business transaction and they’re bringing something to the table whether it’s the 
effort and going out and finding it because that takes a lot of time and a lot of 
effort. 

 
Art: The effort is one part of it. But again, in addition to this, they have to bring 

something else to the table like one of the persons you referred a while back we 
haven’t tied up yet up in Canada and he has fantastic management experience and 
business experience but he doesn’t have any money. On that he was worried that I 
would not work with him. But I told him, he had the excellent management 
experience, he had the excellent business experience, and so not having the other 
was fine. 

 
Michael: In Chapter 5, Pricing, I did not see any place to designate manufacturing, 

distributorship, retail, or service. Does the type of business play any role in the 
ultimate weighted business values in this chapter? 

 
Art: What happens is we have different systems that we’ve come up. In other words, 

you have the weighted values that we developed 25-30 years ago for pricing a 
business. In addition, which is not in the program, of the 25 things to analyze a 
business that we use to analyze business plans that we can then take to the 
investor and they can weight it. And what we do then is have a scale of 1 to 100. 
So, if you go out and find a business and you fill out this form -- and again it 
covers manufacturing. If he has a copy of that just tell him to look at that part of it 
because in that part manufacturing and all the others actually give you a value 
based on the price you’re paying. We first put that together 25 or 30 years ago. 
We did not take it from that side. Since then the reason we’ve come up with this 
other program, another 25, is because the investors were having trouble just 
reading the business plan and they were sort of delaying, so I came up with this, 
which helps them analyze the business plan usually. 

 
Michael: Should we have our attorney develop our letter of intent? 
 
Art: Yeah. Obviously there’s nothing wrong with bringing an attorney in right in the 

beginning. The only problem you have is a letter of intent does not have to be that 
complicated because all you’re trying to do is your going to sit down with the 
buyer, sit down with the sellers, and start to negotiate. You’re going to negotiate a 
price. You’re going to negotiate terms, are they going to stay; things like that. 
What you do with a letter of intent, it is a non-binding agreement. I mean you 
could write on the back of a napkin if you want to. It’s not a binding agreement 
and what you’re trying to do is tie down what you and the seller have agreed to at 
that point in time. Here’s a price, here’s so much down, here’s how long I’m 
going to stay, when we’re going to close; you can put anything in there you want. 
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It’s usually one or two pages. If you start going to attorneys, you’re going to have 
four or five pages and although it leads to a contract later, it really doesn’t help. In 
all the years I’ve been doing this, buying companies, I’ve never had a seller back 
out of the letter of intent. In other words, they say okay we’ve agreed to this, fine.  

 
What happens is after you have that meeting or a couple of meetings with the 
seller, you give them a letter of intent, you’re going to find there’s things in there 
that you thought there was an agreement on and there is no agreement on. A good 
example has to do with accounts payable and accounts receivable. That’s always 
confusing. If you go out in the next couple of months and start to work on 
businesses, you’re going to find that’s the number one thing that comes up all the 
time. In other words, who gets the receivables, who pays off the payables, what 
do you get for your money; things like that. So, that’s what you need the letter of 
intent for. 
 
Now, once you get to the point where you have a letter of intent and you go into 
contract, do not use the real estate or other Mickey-Mouse forms that you have 
around on buying the business. If you’re buying a business say making a million 
dollars a year, which is the minimum we suggest you go after, what you’re going 
to find is you have to have an attorney. We cannot go to our investors with a 
Mickey-Mouse one and a half page or two-page piece of real estate crap that they 
have out there. You’re going to have to spend the money. Now, keep in mind, 
most attorneys and CPAs, in fact all the ones we’ve ever worked with, do not bill 
you until you take over the business. So, you don’t have to put up money now. 
The amount of money the attorney, CPA, and other people are charging you is 
peanuts compared to the business you’re buying. So, don’t go the cheap way 
because what’ll happen is you’ll overlook something. 

 
Michael: When meeting with the owner should I dress in a business power suit or should I 

go in with business slacks and floral print short sleeve shirt -- business casual. I 
live in Southern California. 

 
Art: In Southern California, since I live down here also, I would with business casual. 

Keep in mind one thing. I used to do that all the time that black and blue power 
suit and the problem I ran into all the time is the owner, especially a 
manufacturing company, will say you look like an attorney or you look like a 
government agent. And what I used to do, even in the beginning back in the days 
when we wore vests, I would usually go in the first time and half way through the 
meeting I would take my tie off. I looked like a monk because I didn’t unbutton 
the shirt and what would happen is the next time I would take the vest and the 
jacket off while I was sitting there. And then after that, it was always business 
casual. 

 
When I worked in Mexico, the first time I went down there, I had the classic blue 
suit and all the other, being an ex-IBMer. And they laughed at me. They were 
saying what are you trying to prove and all this other. So, what happened is after 
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that for 15 years I was down there when I would bring people into Mexico I had 
to convince them before the meeting that they had to strip down and get down to 
business casual, whatever that meant. In other words, let’s look relaxed. The 
average person, especially who own a manufacturing company, that’s making 
over a million dollars a year is sitting there in his Levis with holes in them. 
You’re going to find he’s driving an older car than you are. I mean he has 
millions of dollars in the bank. He’s making $2 million a year in his business and 
he dresses like he’s working on the manufacturing floor. The only time you’ll 
ever run into somebody with a suit on and that type stuff is a service type business 
and that’s a different thing. But if you’re going out to a distributorship or retail 
even, and manufacturing especially, dress business casual. And also, and 
something else poignant I want to say… 

 
 You’re listening to Michael Senoff’s www.hardtofindseminars.com. 
 
 …business causal since I work down here I have never seen -- well I’ve seen 

some people wearing a suit, but they’re usually being kidded by the other people 
there. Try business casual. 

 
Michael: Art, talk some more about meeting with the owner, building rapport with the 

owner, giving the owner the letter of intent, the due diligence process, etc. Do I 
meet with the owner and then get some initial records? Do some initial 
calculations based on what he has told me? Decide if it is even worth pursuing? 
Meet with the owner again? Send a letter of intent and then do my due diligence? 

 
Art: You’re in the right order. Here’s the thing that happens. You have to go out and 

get the information first. If you’re working with broker, they may send you a 
package with the information in it. If you’re working directly with the seller, what 
you’re going to have to do is go to the first meeting, spend some time getting to 
know them. Don’t go in there and say I want your P&Ls and balance sheet and all 
this other. Spend time and get to know them because what you’re going to find is 
if you’re trying to get the seller to agree to something, the more time you spend 
with them before you go to a letter of intent, the better the deal is going to be.  

 
Back in the old days when I was teaching, we had a large number of people in 
Southern California that would have three or four meetings with the seller before 
they even discussed the deal. What’s going to happen is once you establish 
rapport, no matter how obnoxious you are or how bad or obnoxious the seller is, 
you’re going to like each other. Why? Think about it. All the people you know 
that are obnoxious are usually people you don’t know. If you think about all the 
friends of yours, they’re probably more obnoxious than the people you don’t like. 
So, all I’m saying is spend the time to get to know them and as you go 
along…you may not even have to take the second meeting because you’ll be able 
to tell whether they’re willing to start giving you information, like giving you a 
profit and loss and balance sheet. 

 



For more free interviews on business, marketing and selling go to http://www.hardtofindseminars.com  
© MMVII JS&M Sales & Marketing, Inc. San Diego California -Tel. 858-274-7851 

 
Michael: How would you preface the first appointment with the business owner? What you 

say that’s going to happen during that first appointment? 
 
Art: I’m always telling the person interested in buying their company and if they’re 

interested invite me over. Now, the problem is you don’t want to go out of state 
and travel all over the place. You’re going to waste a lot of money because what 
I’m trying to do when I’m talking to the owner on the phone before we get 
together is say I’m interested in buying your company that makes over a million 
dollars a year net, cash flow, whatever you want to call it. And now if he hesitates 
on that or said you have to come over and I have to show you that, well, if they do 
that I can guarantee you they want to explain why they’ve been losing money. So, 
what you try to do is you try to pre-qualify them as much as possible to save 
yourself time and what’ll happen is if you start doing that, you don’t want to push 
it too far because you’re going to have to sense how far you can push it. 

 
Now, myself, I’ve been around a while so a lot of times, most of the time, I’ll 
have three years profit and loss before I go and also three years balance sheets. I’ll 
have some information on the company. I also will know what the price is. Now, 
one thing that we have trouble with if you’re working with a broker, a lot of times 
a broker will say to the seller I can get you more of a price if you make it un-
priced. Well, a lot of times when it’s un-priced, if the owner doesn’t want to give 
you a price, it means we’re not going to put a deal together. So, if there is a broker 
involved, if the owner is really adamant on the fact that I don’t know what it’s 
worth and I have a tendency not to visit those businesses. 

 
I have gone out of state many times. I used to years ago. Now, I will not travel 
half way across the country unless I have three deals I’m working on in the area. I 
don’t mean three I’m going to buy. Three that I know that are available _____ 
back there and I only have one and the owner says to me I know I said I’d sell it 
for $4 million, I want $5 million. Well, my palms sweat. What am I going to do? 
What I normally do then is I say look we have an agreement at $4 million. I have 
a couple more businesses I’m visiting. I’m going to buy one of them. Why don’t 
we set up another appointment for another day? I’m going to be in the area and 
I’ll get back to you and we can decide what we’re going to do. What I’m trying to 
do is I’m trying…there’s so much stuff misrepresented when people sell 
businesses. So, what you have to do is protect yourself, protect your time, protect 
your money, and what you have to do is start locally. Start going to businesses 
locally in the area. 
 
Now, in the beginning while you’re writing out and sending letters out to different 
people or going through directories, there’s nothing wrong with going on the 
Internet and talking to a few brokers and getting information because what’ll 
happen is within a week you’ll have 10, 20, 30 businesses to look at and look at 
the information and it’ll let you become familiar; what it’s going to look like. 
Even if you don’t work through the brokers, use that. 
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Michael: To educate yourself. 
 
Art: To educate yourself, right. You also get educated in what they’re like. And don’t 

get me started on that. 
 
Michael: So, assuming that we’re going after businesses right within our vicinity, in our 

town or our area, which we could go see. And you let them know you’re 
interested in buying their business, would you be willing to invite me out and you 
go out there. So, let’s say you’re meeting face to face. You’re both local. So, that 
first meeting is just for you to introduce yourself and just build some rapport. 
What questions would you ask at that meeting without pushing it? 

 
Art: Well, it boils down to one thing; trying to find out basically what range is their net 

profit because if they said it’s over a million, about what are you doing now. He 
says I’m doing about two and a half million this year. Have you arrived at a price? 
He hesitated before. And you do it gradually. You build the thing. Keep in mind. 
Spend some time because here’s the mistake we used to make years ago. We’d go 
in there and I’d have an hour scheduled. And what I do today is our 
meetings…and you’re not going to believe this…run two to five hours the first 
time with the owner. You not only get to know the owner, but you also get to 
know all about him. Here’s the thing. When you go in you want to know what the 
price is, you want to know what the assets, you want to know what the P&L and 
balance sheets are, whether the owner will stay. In other words, there’s very few 
things. You’re not going to be able to spend 12 minutes discussing everything that 
you need to discuss with him. So, what you have to do is go off on the side. Talk 
to him about golf or whatever you want to talk to him about. Get to know a little 
about him. Ask him about their kids going to school. 

 
Michael: Have him show you around the business while you’re there. 
 
Art: Have him show you around the business, but the thing is also keep talking to him 

about it and lead it along and be relaxed about it because what’s going to happen 
is if you get in there and you find that business has the numbers you’re looking 
for and you and the owner really get along famously…and again, if you don’t 
push him, none of them over react because you’re a person coming in with cash to 
buy this company. And so what they’re going to say to themselves, I better be 
good to this person. But also what happens, after you’re there for a few hours, you 
really know the hell out of them. Again, don’t tell him you’re going to be there for 
five hours, but what you’re going to find is if you just take your time…say I want 
this company. I like this company. I like this owner. I like the numbers. This is a 
company I’d like to own. If that’s the case, why not spend time there. 

 
 Now, if it doesn’t look like it’s what you’re after or the owner is a pain in the ass, 

what I suggest you do is leave. 
 
Michael: That’s right. 
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Art: Don’t waste your time. 
 
Michael: I guess he’s asking this because he doesn’t have experience. He’s never bought a 

business before. He believes that the owner’s doing him a favor where it’s really 
an attitude where you’re doing the owner a favor. 

 
Art: Right. Now, let’s take this thing from the standpoint _____ business experience or 

management experience. What you have to do is convince yourself that you can 
do this and I always tell people this and they always laugh and say that’s stupid. 
Well, let me tell you what to do. I want you to get a mirror in house tonight and I 
want you to stand in front of that mirror for an hour or two and keep telling 
yourself I have extensive management experience. I have extensive business 
experience. I have extensive management experience. And keep doing that until it 
actually gives you a headache. And then turn…if you have a wife or a significant 
other…turn to them and say I have good business experience, I have great 
business experience, I have great management experience. You’ll convince. 

 
 Now, here’s what happens. If you don’t’ do this and keep going through it and 

pound it in your head, when you get in there and somebody asks you a question 
along that line, you’re going to stammer and stutter. The other thing happens if 
you don’t have money to invest or you don’t have enough money, you’re going to 
need other sources like our investors or something. 

 
Michael: What could they say? Let’s say this guy goes… 
 
Art: But they have to start off by believing it themselves. The way they do it, again, in 

front of the mirror, I have the $5 million; I have access to the $5 million that it’s 
going to take to buy this company. I have access to it. Once they convince their 
wife and significant other, they will not stammer and stutter because I’ve been in 
many meetings and when this comes up, the people are stammering and stuttering. 
And what you have to do is look them square in the eye and tell them the facts. I 
have extensive management experience. I have extensive business experience. 

 
 Now, the way you get around that when you with the owner, talk to him about the 

industry. Say what’s it like in the industry. I had a friend of mine that used to buy 
printing companies. And do you know what he always used to say when he’d go 
in to talk to a guy who owned a printing company? Oh I grew up in the printing 
business. I love the smell of printer’s ink. You said what? I wouldn’t have guts 
enough to say that with a straight face and I’ve been in the printing business and I 
don’t know what printer’s ink smells like. 

 
Michael: Let’s say the owner says well do you have the money to buy the business? Would 

it be fair for the guy interested in buying the business to say I have access to 
millions of dollars? If I wanted to buy this business, I can buy the business…just 
something as simple as that. 
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Art: Yes. I don’t like to encourage this, but on two of the deals I’m working on right 

now, one is a trucking company, both of them, they’ve had me in on the deal 
talking to them about what we do even though I tell them don’t bring me into it 
too soon because they’re going to ask me for a commitment and I can’t give them 
a commitment until I have the following things. But all of a sudden I find myself 
involved in these things figuring it would never work that way, but the people I’m 
working with now have managed to tie that in. But the key thing is believe it 
yourself that you have the money. 

 
 Now, very seldom, in the beginning, will the owner bring that up. If you have a 

broker in there, the way he got the listing from this person was by saying I can 
qualify the people and make sure that we don’t have a bunch of flakes coming in 
here that don’t have any money and they can’t buy this. If you follow what I’m 
saying and you go after larger companies, the chance of you running into a 
company or excuse me competition for the business you’re after is remote, none. 
And if you do have one -- well, if you’re working with me, the financing will go 
together. The other people don’t bother getting it. They don’t have any idea how 
they’re going to do it. So, what they do is they end up with a contract on the 
business and they can’t put the damn deal together because they can’t get the 
financing. But the key thing is believe in yourself. 

 
Michael: Let’s just assume you have the first meeting. You meet with him. You build some 

rapport. You’re there a couple of hours. You talk about the industry. You look at 
the business. Everything looks pretty good. How would you leave that meeting 
and what would you tell him we’re going to do next for the second meeting? 

 
Art: Keep in mind, it depends on the paperwork I’ve gotten because the last thing you 

want to do is sit in the meeting and go through the paperwork. Just look him in the 
eye and spend the whole time talking. Don’t start analyzing paperwork they give 
you. Also, don’t take notes. If you want to take notes, wait until you get out of the 
meeting. There’s nothing more irritating to anybody than somebody sitting there 
with a clipboard making notes on everything you’re saying. Everybody has had 
time in their life when they’ve had conversations with other people. Go in there 
thinking that I’m going to have a conversation with somebody that I’m just 
meeting and by the time I leave, I’m going to have somebody that is becoming a 
friend. He’s going to be a friend of mine. I’m going to be a friend of his. And you 
really will because by the time you get done with this thing, by the time you close, 
you’re going to find that you’re going to know them very well. 

 
I don’t know what the average is now, but the last time we figured it, which was 
the end of last year, on the deals we were working on in the last ten years, 62% of 
the owners of the businesses were staying. You would be surprised. If the owner 
is getting all cash in the deal and then you ask him to stay and they like you and 
you haven’t gotten into arguments with him, you’ve just been a nice person. 
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Michael: So, you leave the first meeting and you’ve built rapport, then pretty much any of 

the financial papers, that, you don’t have to come back for that. He can get those 
over to you, fax them to you, or mail them to you, right. 

 
Art: Right. You’re one step ahead of me and that’s what they normally do. Or they’ll 

get them to you. They’ll fax or email. Mostly they’ll email them to you. And you 
just take the meeting after that as you gather information and the better it looks, 
the more information you get. And eventually when you get to the point when you 
feel comfortable about it, you have the numbers, you’ve been there a couple of 
times, then you go to a letter of intent. 

 
 Now, a lot of people like to mail or email a letter of intent. I have never done that 

on a contract of any type. I don’t care where they’re located. Now, what’ll happen 
is say we had a deal back in St. Louis. Say I had a couple of businesses I was 
working. I would make up a letter of intent on each one before I got there based 
on the information I had, knowing I could correct it. Now, a lot of times if I have 
a computer with me, you download, you can email; you can do all these things. 
But the thing is even if you bring a document that you’ve hand written…you and I 
are going to put a deal together, these are the assets I’m getting, this is the price 
and have it with you before you get there. What’ll happen is, I would start the first 
morning, so I get there Tuesday night. Wednesday morning I have the first 
meeting. Wednesday afternoon I’d have the second meeting. I then meet him for 
dinner at night and discuss nothing, but the fun, have a good time. Then I would 
be ready the next morning of the next day afternoon. We’re doing this within a 
couple of days. We then go to letter of intent. Again, what it is, is what we agreed 
to. In other words, the price is $5 million. If he’s given me the profit and loss and 
balance sheets, I know what the assets are that I’m going to put on there. We’ve 
already discussed how long he’s going to stay. So, I have this on there. And 
what’ll happen is you can go back and redo the thing that night at the hotel and if 
you don’t have a computer with you, just cross it out and have him initial it. You 
can hand write it. You can take a piece of -- you can go to Denny’s and write on 
the back of one of the place mats. All you’re doing is saying party A and party B 
agree to the following. This is a letter of intent. It is not a binding contract. We 
agree to the following price, blah, blah, blah; whatever it happens to be. Keep it 
simple. Both of you sign it. 

 
Then once you have letter of intent, the letter of intent will also spell out your due 
diligence period. In the old days, we used ask for 30 days to check things out. 
Today, the average is 60. I say the average because we have some that are more 
than 60 days, depending on how complicated the businesses are. If you don’t 
know business very well, you may have to bring somebody else in to assist you 
with the due diligence, but don’t make a big thing out of it. 

 
Michael: How much financial risk am I at when I do the due diligence? Do I have to give 

the owner any money? Do I do my own investigating and only bring in the 
inventory control people, accountant, and attorneys only at the end and I want to 
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close? How expensive are these professionals to hire? Can I get them to ride with 
me until the close? 

 
Art: Yes you can. I’ve had a number of people over the years that said God will never 

get them to ride to the end. I’ve never had any of these people call back after I try 
to encourage them to tell me that they couldn’t get it. If there’s a broker involved 
and he’s trying to play games so that you don’t go ahead with it, he gets $20,000 
or something. You never, never ever give anybody money on a letter of intent. In 
fact, you tell them where to stick it. Now, I have never seen an owner do that. I 
have seen brokers do that. But when you see it, you’ll find they’re just pulling off 
one of their scams and stick it to you. No, there’s no money. There’s nothing put 
up at this time. We normally don’t put anything up until the close of escrow. So, 
there’s an escrow account. We have so many days to get the money into the 
escrow account. As soon as everything is taken care of in the contract, the moneys 
there, and we close on it. 

 
Michael: Do I do my own investigating and only bring in the inventory control people, 

accountant, and attorneys only at the end? 
 
Art: Yes, that’s very smart because you don’t want run up fees and bills because it 

may take you -- you may go in on due diligence on three, four, or five companies 
before you buy one. And again, the attorneys, CPAs, and maybe somebody doing 
the business plan will usually ride along with you until you buy one of them. So, 
try to keep your cost down. Now, you’re going to have to get an attorney starting 
to draw up a contract before the last week because you want to get that signed. 
But this is done during the due diligence period and usually the contract is signed 
at the end of the due diligence and then there’s so many days until the close. 

 
Michael: So, basically what he’s asking, once he has his letter of intent, he’s going to use 

the information that he’s learned from your course to do his own due diligence. If 
anything looks -- especially a great potential and everything looks good, then he 
may want to consider bringing in an attorney or getting some of your advice, your 
personal… 

 
Art: Well, the attorney is only going to help you on the contract part of it. The biggest 

problem are the numbers. And what you have to do is you have to bring a CPA in. 
I normally do not bring a CPA in until the end. In other words, I can usually tell 
when I’m looking at the books and records that there’s some Mickey-Mouse 
going on because I’ve been doing this so damn long. We still have to have a 
professional CPA firm come in, in the last couple of weeks and maybe even 
sooner. We find Mickey-mouse going on, we may bring a CPA in sooner so we 
don’t waste time doing the due diligence. But again, just like you, or anybody out 
there, I myself am always trying to save money and keep the cost down. That’s 
our business. We’re trying to make a profit. 
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Michael: How do I know if this is a good deal or not? And if I don’t have the expertise, 

should I invest in a CPA to help me look over the books to determine if I want to 
move forward to a contract? 

 
Art: At some time you’re going to have to have a CPA. I mean I’m very 

knowledgeable in the mechanics of the numbers in the company and I still have 
never _____ a CPA. 

 
Michael: Let’s say you want -- like if he wanted to hire an outside CPA just to review the 

numbers of the information that the business owner presented. It can’t be that 
much…what a few hundred dollars to look over some numbers. 

 
Art: That’s right. There’s nothing wrong with that. The cost that you’ll have takes 

more hours would be the actual going in and checking the books, which takes 
who knows how much time. Now, he also asked how much it was going to cost. 
Well, it’s going to depend on the size of the business and how complicated it is. I 
mean if you’re buying a business that is going to net you a couple million dollars 
a year, you’re probably going to find an attorney that’s going to be charging you 
$20,000-$30,000-$40,000 for the contract and you’re going to find the CPA is 
also charging. I mean I didn’t want to say I’m accusing them of charging -- well, 
they are charging you based on the size of the company. And they can be high. 
Well, you have to keep in mind because every time you look at the bill you’re 
getting or what your cross is going to be, you have to look at your hand and say 
okay this is how much I get out of this and it’s peanuts. You want the attorney on 
your side. You want the CPA on your side. And you don’t want to appear to be a 
cheapskate. You don’t have to be. 

 
Use the experience from the book, but also use your common sense. I mean if 
you’ve been on this planet for more than an hour, you’re going to find that you’ve 
had all these contacts with people and what you have to do is go in there, don’t be 
nervous, just set it up…say, I’m going in to have a conversation with somebody 
and get some information. Or nothing else, if I don’t get information today, I’m 
going to meet somebody and get to know them. The more businesses you look at, 
even if you don’t buy them, even if you went through a broker just to get a large 
number from the Internet to look at, what you’re going to notice as you start to go 
through the business numbers, you’re going to notice patterns. And whether you 
have a CPA or not, you’re going to find that the more you do, the smarter you 
become because they’re not really magic. And most of the people that play games 
with their financial statements are not very creative. So, once you learn the basic 
tricks, you’re going to be okay. 

 
Michael: What financial records do we need to get from the owner? He notes that we need 

the balance sheet, profit and loss, bank records, accounts receivable, accounts 
payable, etc. Is there anything I’m missing? 
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Art: In the beginning…the key thing you want in the beginning is three years of 

financials. That’s profit and loss and balance sheets for three years, and then the 
current year to date. That’s what you’re looking for. As far as bank records and all 
that, bank records are meaningless because you’re not going to use those until you 
get to the point where the CPA comes in and does an audit on the company. The 
accounts receivable and accounts payable are interesting in the beginning and the 
reason you’re trying to find out by looking at the aging of the receivables to find 
out if what is collectable. Accounts payable, you just want to find out when you 
take over the company are you going to assume the debt or are they going to pay 
it off. Normally it’s just three years of financials and that’s what we go with in the 
beginning. We’re not interested in a lease on the property and all this other. If the 
owner’s receptive to this and he’s going to give you all this information, fine, but 
I don’t waste my time because I don’t want to end up with a lot of paper. I mean 
my wastebaskets are filled enough right now. And so, what I do is try to get the 
information I need to see if it fits with what I’m trying to do and if it does, we 
proceed. If not, I throw the paper away. In fact, I shred it. 

 
Michael: Does having a job destroy my credibility with the owner since I’m not a business 

owner right now? 
 
Art: No. Keep in mind. If you don’t have any business experience and you don’t have 

any management experience, the problem you have is starting a business. And if 
you go out to start a business, somebody in that startup business has to know 
something about business or you’re probably going to end up failing. If you buy 
this company that’s going to be making X-number of dollars a year, X-number of 
$100,000 or whatever, you’re going to have a complete management team. You 
could actually take your trained dog and put the damned dog in charge 
because…especially if you leave managers in place. If you leave your 
management in place and the owner leaves and the owner wasn’t doing much in 
the business anyway, and you go in, I can tell you something. You would be 
better off if you took off for the south sea islands for about two years and didn’t 
bother the business at all because the problem we have most of the time with new 
buyers is they end up screwing up the business because they interfere. If your 
manager of the company you’re buying has taken this business up to make X-
number or $100,000 or $1 million a year, leave him or her alone. Stay out of their 
hair. I mean how much management skill does it take or how much business skill 
does it take to stay out of their hair. All you have to do is know something to get it 
up to the point where you own it and you’ll learn as you go along because in the 
beginning I always suggest that you go in there and learn the inner workings of 
your business. You don’t have to run it. But get in there. 

 
Michael: Hang out. 
 
Art: That’s right. Hang out. I like that. 
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Michael: Do I need to make sure that I have at least $50,000 for business search expenses 

and for money to put into the deal or do I have to even put much money into the 
business deal since I’m bringing in investors? How much money, if any, should I 
have available for doing due diligence? 

 
Art: I can’t tell you what the costs are in due diligence. It depends on how much 

you’re traveling, but there’s usually not a lot of expense in the due diligence 
period. It depends on how far away it is, how much time you spend there because 
you may be doing research on the Internet on the type of business. It’s a certain 
type of manufacturing company, so you’re doing research on that to find out 
about that industry in that market and stuff like that. In fact, that’s another thing 
you can do. If you’re going into the printing business and you’re going to be 
looking at it, what you might do is go on the Internet under printing companies 
and read the information they have in different letters and newsletters. And 
what’ll happen is you’ll have a good talking knowledge. The other thing I used to 
tell people in the seminar, we always would get the Wall Street Journal on 
Thursday because they usually had a lot of businesses for sale. I don’t think they 
do anymore. But if you take the Wall Street Journal every day, even if you go to 
the library… 

 
 You’re listening to an exclusive interview found on Michael Senoff’s 

www.hardtofindseminars.com. 
 
 …read the first, middle, and last column of the front page of the Wall Street 

Journal. Do it for a week. You’ll have a talking knowledge with everybody. Even 
if you never watch television, you’ll have a talking knowledge with the owner. 
The owner will be impressed because you understand world events. 

 
 Now, you then ask the owner about their family. You ask the owner about their 

business. And you know what, it’s a proven fact that if an owner of any -- 
anybody that is supposedly an expert in an area, if somebody comes to them and 
asks them questions like what’s it like in this company, what’s your experience in 
this company; what’ll happen is they say, boy that guy is really bright. I’m sure 
you’ve found that. In other words, ask the questions, let them do the talking, and 
they will never realize how much experience you don’t have if you keep your 
mouth shut. What do you do? Ask him questions. Find out about their 
background. How did you get into this? What were you doing before? Did you go 
to college? Whatever you want to ask. But it’s more of an offensive play. I don’t 
mean being offensive, but I’m just saying keep the ball in their court, let them do 
the talking, let them tell you all this stuff because that’s what you’re there for. 
You are not there to sit there and tell them how great you are. You’re there to find 
out about this business. 

 
 Now, after you close on it, you can then talk to the seller and tell him how great 

you are. 
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Michael: If I get a purchase agreement signed, does that usually require money down since 

I’m using investors? If I can’t get the financing, am I at risk financially? 
 
Art: First of all, when you sign the contract there’s usually something in there that 

states that there’s money available in that contract. What we normally do is we’re 
usually the ones drawing up the contract and our contracts spell out that they get 
the money at the close of escrow. Now also, as far as being at risk, when your 
attorney writes up the contract, he’s going to have a number of contingencies in 
there, which is in your book; subject to inspection of the following, subject to this, 
subject to that. Now each one of those paragraphs is a contingency and it has to be 
signed. It says subject to inspection of the books in writing and approval by the 
buyer. That means you have to sign off in order for that contract to be valid. If 
your attorney and you come up with 20 or 30 different contingencies, until you 
sign off on all of them, there’s no contract that’s valid and it can’t close. Now, 
you don’t have to tell them what it is. Now, the only problem you’re going to run 
into, if there’s a broker in the deal, the broker is going to say okay check the 
books and records and you approve it. You have to do that within five days or ten 
days. The average seller will not do that. The key thing is he who writes the 
contract usually wins. 

 
Michael: When should we call Art for help in the investors, in the due diligence period or 

after we have a purchase agreement signed? 
 
Art: If you’re working with me, we start from day one. I go through every business 

that you’re working on. Again, I don’t go through every one in detail. What we 
try to do is go through enough things. You send them to me. I go through them. I 
call you back. And usually after the first few, you start to get the message of what 
we’re looking for because if I went through every business you ever looked at and 
then you get down to the end, you wouldn’t know anything. So, what I do is I try 
to take you to the point where you start to see what the things are in the profit and 
loss and balance sheet in the company. And so, I’m going along with you the 
whole time. Some people call me almost daily. Other people I hear from every 
two weeks or so. It doesn’t make any difference. It’s your speed. 

 
Michael: Should we have a backup financing plan in place if Art’s investors pass on the 

deal? Should we even buy it if Art’s investors pass on the deal? How important is 
it to have a backup financing plan? 

 
Art: I don’t care what you do in life, if you don’t have a backup plan, something 

doesn’t work. I always believe you have plan A, B, C, D. In the beginning, before 
we got to the investment business 25-30 years ago, we financed assets. In fact, if 
you go through the seminar on the financing, that is the financing that we used for 
years. I’d put up as little as possible. We’d finance assets, we’d get some owner 
financing and we’d put these deals together. That’s what we did. We didn’t have 
investors. 
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 Now, what you have to do while you’re doing this, _____ some owners that want 

to provide financing. What you do is look at the financing that you’re getting, 
what the interest rate is and then find out what it’s going to cost you for an 
investor and you may find that instead of having an investor for that million 
dollars, the owner may be carrying back a million dollars at such fantastic terms 
that you don’t need the investor for that part. So, you take it in pieces. You may 
also find that you can get into equipment lease from G.E., which is better than 
having an investor. So, what you do is you evaluate everything. You have more 
than one plan. Now keep in mind, if you’re working along with me and you 
follow what I’m telling you because what I’m going to do is I try to get you on the 
track so that you end up with a contract. You end up buying a company that’s 
acceptable. You end up with a contract that’s going to please the investors and 
they’re going to invest in it. I then work with you or whoever is putting together 
your business plan to make sure the business plan fits the mold. With the 
investors, the reason we do so well, I go back with the same thing all the time. All 
these business plans look alike. They don’t really look alike, but they have the 
same format and it’s very simple. 

 
Michael: What’s your opinion on creative financing? Getting into the business without the 

use of investors? Should someone as they’re talking to businesses keep in mind 
and ideally look for ways to get into the business without having to use investors 
by financing receivables, equipment, and other creative means? 

 
Art: Well, keep in mind, that’s what we did before. If you go back to the book, the 

_____ program, you’re going to find up until 25-30 years ago that’s what we did 
most often. We were financing receivables, owner financing, we were financing 
equipment; everything imaginable. In fact, in the course, also, we had a section 
with I think ten items that were basically creative financing. I have been going to 
real estate marketing meetings with the most creative people in the world for 40 
years now. So, if you want to talk to me about the creative techniques that they 
use in real estate or they can use in business, I’m probably an expert in that area. 

 
 Well, there’s a lot of different things that are done out there, a national meeting 

where they go through five, six hundred million dollars in real estate in three 
days. What I do is I go back to these meetings -- I’ve been doing this for years -- 
and I offer people with a million dollars in real estate free and clear, good stuff, I 
offer them a piece of the business. What I do then is -- I needed $10 million say to 
buy a company -- what I do is I go to the bank, I bring the real estate in as 
additional collateral, tell the banker I’m buying this business that’s making $2 
million a year, and then between the business value and also the value of the real 
estate, I am able to get $10 million, which is all the money I need for attorneys, 
CPA, to buy the company, working capital; the whole damn thing on the $10 
million. So, what we do is we put the real estate up as collateral, the business also 
that we’re buying. We give the people with the real estate part ownership in the 
company and I’ve been doing this for 30 years across the country and we then sell 
the real estate and pay off the credit line. The thing that’s interesting, as soon as 
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we pay off the credit line, normally the credit line is still in play. So, the people 
that own the company now have a $10 million credit line that they can use. 

 
Michael: Am I wrong when I’m saying you’re still using investors who are putting up real 

estate? What about if you’re looking at businesses -- let’s say you’re looking at 10 
or 15 businesses this month. Are you, Art Hamel, always looking for ways to 
finance the business, even without -- let’s say you didn’t have the investors. Is 
there always a way if it’s a manufacturing business to do some kind of creative 
financing to get into the business with little or no money? 

 
Art: First of all, when we used to compete years ago with the real estate seminar, they 

always talked about nothing down; people would ask me about nothing down. I 
said, well, there’s two things that we do. I said first of all we are not really a 
nothing down because the average owner of the business is not going to let you in 
with nothing down. But if you want to talk about putting up none of your own 
money, that’s the thing that we do. Can you completely finance a company and 
still have money left, yes. And our rule, even years ago, was even with all these 
techniques, we would never give up more than 50% of the cash flow. That’s 
always been the rule. It’s been the same rule with the investors. We always keep 
50% and in the old days -- let’s take manufacturing. One of the reasons we started 
gravitating toward manufacturing is manufacturing has lots of equipment that’s 
easy to finance. They have accounts receivable. You can finance that in an hour. 
They have large inventories. And also, if you’re coming in and saying…okay the 
owner’s $5 million price, we have $4 million in assets or excuse me that we can 
finance from the assets, we ask the owner would you carry back $1 million in 
financing. We’re going to give you $4 million down, will you carry back $1 
million. They say yes. So, we get them to finance. 

 
 Now, in the old days when I was competing with the business brokers, we were 

preaching 20 year financing and the brokers were getting five. We’re still getting 
five. But a lot of the people have moved up to 10 years financing now. And 
there’s nothing wrong with 10 years. So, I tell them get the owner to go 10 years, 
but what you want to do is amortize it over 30. In other words, we’re going to 
make payment as if we were going to pay off in 30 years and we have a balloon 
payment in 10. We never have a balloon payment faster than 10. So, you get the 
owner financing, you finance the assets, and this is not rocket science, and you 
put the deal together. If you go out to try to buy a service company, you don’t 
have assets to go after, so it makes it difficult. Even in the retail business. 
Distributorship will have more assets, but the number one category that has the 
most assets is a manufacturing company. They also are the highest price. In other 
words, you pay more per dollar of profit because the risk factor is less. Since it 
costs more to go into manufacturing business, there’s fewer people out there that 
can afford to do it. There’s not as much competition as you do. I mean if you’re in 
the service business, all you need is an orange crate and a smaller crate to sit on. 
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Michael: I was interviewing a guy who was in the bumper sticker business and he go into 

Wal Mart and he had a multi-million dollar company supplying Wal Mart and 
some of the larger chains. And the bank would finance his inventory and it cost 
him 8-cents to print a bumper sticker that wholesaled for $1.00 and he was getting 
80-cents from the bank. He says he was in cash flow heaven. 

 
Art: That’s right. You can finance receivables. You can finance contracts, not 

performed. In other words, you get contracts or something and you haven’t 
performed them yet. There’s companies out there that will lend you money 
against contracts not performed, which is not accounts receivable because you 
haven’t done anything yet. 

 
Michael: So, with your investors or without your investors, what would you tell these 

students if they understood some of these financing techniques there’s still a way 
for them to buy a million dollar business through these methods if they knew how 
to do… 

 
Art: What they have to do is start in the beginning. Instead of going out and finding 

the business and buying it and then trying to figure out what the hell you’re doing, 
give yourself the confidence when you find the first or second or third one to start 
figuring out on a separate piece of paper what ways you might finance it because 
then you’ll start to think I wonder how much financing I can get from the owner. 
Now, if you spend an hour talking to the owner before you go to business plan, 
excuse me, before you go to letter of intent, you’re not going to get much 
financing. If you have entertained and taken good care of this guy and been nice 
to him for five, ten hours, whatever the hell it happens to be, and then you say 
would you provide financing. Well, in the beginning, even if the person said they 
would finance, when they don’t know you, they may say that because they want 
to attract more buyers, but there’s not a seller on this planet that’ll finance 
anything. So, what you have to do is get to know him, be nice, and what’ll happen 
is you’ll get the financing. 

 
Michael: Your Art Hamel business evaluation formula is really great. It is almost like the 

weighted business values. Should we get this filled out during the due diligence 
period, as well? 

 
Art: On business value, what I suggest you do, use the pricing in the business in the 

beginning on a couple of these just to get a feel for what goes into the value of the 
business. And then what I suggest you do is use the other 25 categories. And the 
other 25, you know those other things that you’re… 

 
Michael: Right. That’s what he’s referring to. 
 
Art: On those 25, refer to those because they will give you what the multiple of profit 

should be on service businesses, manufacturing, whatever. And you’ll have some 
idea of what price range. Just like manufacturing, they are usually priced four or 
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five times net or EBIDA or whatever the hell you want to call it, but it’s four to 
five. If you run into one over five, you’re going to find that the arithmetic will not 
make sense. So, you have to stay within the range of what the market is, four to 
five. Again, when they go over that, the broker especially is going to tell you this 
is a synergistic sale. I’m look for a synergistic buyer. And I always ask what the 
hell are you talking about. They said this is somebody that’s in the business that 
wants to buy another printing company. Well, if somebody’s in the printing 
business, they aren’t going to pay more than market. The person in the business is 
going to chisel you down, which is just the opposite of what the broker is saying. 
But what happens is they couldn’t get the listing without telling the guy I can get 
you 50% more than the market. So, that’s what they promise. If it’s a service 
business or whatever, if you look in the category of 25, it spelled out what they 
should be, what the market values are. In other words, the ones that give a value 
of four are the ones you should be going after. 

 
Also, if you overpay on these businesses, you really can’t go to investors because 
there’s nothing worse than going to an investor and say I’m going to overpay for 
this because I’m going to get an income of $500,000 a year. Well, five years from 
now the investors are going to go out and expect to get some return, upside in the 
business. Well, if you pay $5 million for the business and after all your work for 
five years is still worth $5 million or $4 million, you’re going to get sued because 
you should know enough not to overpay on what you’re buying. I can guarantee 
you they’ll sue you. So, you can’t overpay. 

 
Michael: He asked how long does it take, Art, to find a good business to buy? 
 
Art: It depends on how much time you put in. I have people that have done it in less 

than 90 days. I have people that have taken years. It depends on the time you’re 
putting in. What’s going to happen, it’s going to be discouraging. You’re going to 
go to a number of them before you find a good one. You may work with brokers 
and they’ll put you down. You can have all sorts of thing coming up because what 
happened is we had a person I was working with the other day and he was 
working with a business broker type financing company and they said to 
him…because he was talking about our private equity fund, the person I was 
working with…and the guy said private equity funds are all fraud. So, he gives 
him this letter or not letter, article this guy had written. And I read it and what it 
said was these companies are coming in and buying stock in these companies and 
they’re ripping them off. And so, the person I was working with I said haven’t 
you been through the seminar or course? Yes. I said well you’d better go through 
it two more times because I have never said that you buy stock. You never buy 
stock in a company. You have to be stupid to buy stock, and if you’re so stupid as 
a seller that you sell somebody that, you are really a dummy. So, I said why don’t 
you go back to him. I said you could have answered him and put him down right 
in the beginning if you knew what you were talking about. You didn’t realize that 
we only buy assets. I’ve only told you this 50 times. 
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Michael: After we purchased a business, should we be hands on for a few months or just let 

the management team do their thing? 
 
Art: If you have no experience, you don’t want to be hands on. Even if you are 

experienced, you don’t want to be hands on because the other people have been 
running this company and the thing they hate is some new guy coming in. You 
could be the nicest guy in the world and the most experienced person and they’re 
going to hate your guts if you start doing that. What you have to do is come in and 
sort of stand off to the side. Be nice. Tell them you’re there to learn. Tell them 
you’re there to work under them. What I do, also, I say look, what don’t you like 
to do. He says well I don’t like to get credit lines. You’re going to run the 
company. I will take care of the credit line. They’ll say okay. Our sales and 
marketing doesn’t exist anymore because the former owner just let it go down. I 
will put together the sales and marketing for us and then turn it back to you. In 
fact, I tell you on Thursday I found that every Wednesday night the janitor goes 
out and gets drunk. So, he won’t come in on Thursday and clean the bathrooms. 
Call me Wednesday if he’s going out to drink and I’ll be out Thursday. I’ll clean 
the bathrooms. What I’m trying to tell him is I’m going to stay out your hair. I’m 
not going to be a pain in the ass. And if you do that, life will be fine. I have 
followed this ever since I started. People hands on, it doesn’t work. You’ll be 
another Bill Clinton. 

 
Michael: Art, I have this fear that a business owner will try and sell me a bad business. 

How legitimate is this or is this something that we should not fear if we follow 
your program? 

 
Art: Let me tell you something. Give everyone a hug that you ever meet and saying I 

love you. I’m going to give you a big hug, but don’t mind me if I check 
everything out. In other words, verify everything. Don’t get upset with them no 
matter what they say. Just verify things and then come back on things that don’t 
check out. And just realize that you can believe anything. If you go in with an 
attitude that everything is going to be fine, you’re going to get screwed. What you 
have to do is follow the program, take your time, and if something doesn’t appear 
to be good or appears to be too good, as you know, the rule is somebody’s playing 
a game with you. Again, most of the companies that you’re going to find -- when 
a person is making $1 million, you’re going to find the financial are usually pretty 
legit. There’s no reason to screw around if you’re making a couple million dollars 
a year. It’s the ones that aren’t making this that play games with the financials. 

 
Michael: When you’re approaching business through let’s say our direct mail and we get 

business owners calling back, from your experience how many of them really 
know what their business is worth? 

 
Art: Good question. I don’t know what the percentage is, not very many, though. But 

even if they don’t know what it’s worth, they have an idea of what they’d like to 
get out of it. So, that’s what I’ll do a lot of times in the first meeting say I don’t 
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know what it’s worth. Well, why don’t you check with somebody, but have you 
had any idea talking to your family about how much you’d like to get out of it. 
And again, tie into the conversation. Don’t push these things. And also, if you get 
in there and you have a lot of things to discuss on business and that’s all you do, 
discuss that and then leave, you’re going to grind on each other because if you’re 
there for X-number of hours and you’ve only had 12 minutes of material to 
discuss, you’re going to want to fist fight each other. You can’t keep going over 
the same thing over and over again. You have to get off on a personal side and 
you have to take the pressure off the seller. You have to let the seller know that 
you are a fine person and yes you can deliver on it. And this experience the seller 
is going to have with you as a buyer is going to be outstanding. It’s going to be 
one of the top things in his life. And you’re going to be buddy, buddy. 

 
Michael: He asks what return on investment are the investors getting? How much skin in 

the game do the investors want me to put up and do they want me to put in 
$20,000 or put up a real estate guarantee against my house? 

 
Art: A very good question. Investors are all over the place. Now, as far as the return 

they want, it’s going to depend on the perceived risk. If you’re going in for 
manufacturing, they’re going to see less risk than they would in the service 
business. So, what you’re going to find is a service business is going to cost you 
less money to buy the damn thing, but you’re going to have to give up more of the 
company for the investors because it’s always based on perceived risk. In other 
words, how risky is this investment. They talk to their advisor and they say okay 
we want a certain percentage. The percentage has to do with percent return on 
their money. So, if they put $1 million in and they’re expecting a 15% return, 
which is $150,000 a year, they’re then saying that I think it’s worth a 15% return. 
And all you do is end up giving them that much stock that’s going to give them 
$150,000 a year. That’s as simple as we make it. 

 
 Now, the person that’s asking all these questions, I just want to tell you one thing 

about my experience because I want to be honest with you. And that is the people 
that ask the most detailed questions over and over again are the ones that never do 
anything. 

 
 For more interviews like this, please go to www.hardtofindseminars.com. 
 
 And if the person who is asking these questions is nervous about it, what you have 

to do is get off the dime and go out and try it. Stick his head in the water or stick 
his toe in the water; whatever it happens to be because all the questions…most of 
these questions would have been answered if he just put one deal together. 

 
Michael: Okay, Art. I’ve done my due diligence, it looks good, and I have done a business 

plan. Where do you and your investors come in and what do you do? 
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Art: First of all we normally work with you whatever schedule you want. In other 

words, if you want to wait until we get down to the end and the business plan, 
fine, but we normally would work along with you or whoever is putting together 
the business plan. I don’t mean on an hourly basis. I’m talking about you sending 
us pieces of it so we can tell you whether it’s in line or not and also the contract. 
When we get to the point where you have a business plan and a contract that looks 
good to us, I will then fly to wherever the business happens to be and meet with 
you, so they probably have not met with you before that. I’ll meet with you. I’ll 
then spend time. I will talk to the owner. If there’s broker involved, I’ll talk to the 
broker. 

 
What we do then is look at the business, get to know the business. I’m there for a 
few days and about that point, I’m going to start due diligence. I have not made 
commitments. Now, to you, you’re going to want a contract and all this other. I’m 
going to have to tell you, we need a business plan, we need a contract. I have to 
see the business, meet the principles, and then we have to do due diligence 
because I cannot go and make a commitment. Now, I can make a commitment 
based on the due diligence, which would be meaningless. So, what happens at this 
time, I make a commitment to you verbally, basically; it looks good so far, tell 
them the same thing. 
 
I then will start working with investors. In other words, if I’m back in Sandusky, 
Ohio, wherever the hell that is, and working on a business back there, while I’m 
doing the due diligence back there, I’ll be visiting investors those same days as 
I’m starting on this that I have in that area and getting commitments. Normally by 
the end of the first week -- I usually start on a Monday -- by the time we get to 
Thursday or Friday, if you need $10 million, I usually have $10 million 
committed by the end of the first week. I then will send you an email that will 
spell out every single person I’m working with, their phone number, their address 
-- everything. Now, you can’t bug them, but once you get this, you will realize 
that this is real, how much each person is putting up, and what the status is of 
each person. 
 
Then as we go into the second week, or I go into the second week, I’m taking to 
these same people and getting them to put their money into the escrow account. 
I’m also going after more people than the $10 million. The reason for that is if 
there’s people that I started with the week before that are going too slow or aren’t 
sure what they want to do, I don’t want to push them, so we just add somebody 
different. So, what happens is as soon as you get that plan back there on your 
company, what happens is every week you’ll get that. Now, I’ll call you on the 
phone. You’ve already gotten the email. The reason I want to put it in writing so 
you can put it in the book and see it’s real. If you happen to have an attorney, 
excuse me, if you happen to have a seller or you happen to have a broker giving 
you a hard time, feel free to show him the sheet. If they’re really nervous, we’ll 
email them the sheet every Thursday and they can see what the progress is on this. 
But as soon as they see this, as soon as you see this…there’s the fact that you 
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probably won’t have confidence that we’re going to do this until we get to that 
point and you start to see that these people are lining up and the money is going to 
be there and that we were no kidding in doing this. 
 
By the time we get to the point, if you’ve kept me up to date, on Sandusky, Ohio, 
with the numbers and everything else, we’ve never had any -- when I’ve gone 
back there for the due diligence that have fallen apart because usually I’ve gotten 
enough numbers or enough information from you while we’ve gone along so I 
know what the business is, I know it’s a good one. So, that’s what the program is. 

 
Michael: Great. Art, what is the most practical way for me to get my million dollar business 

plan done? Should I do it myself or should I hire someone to do it? 
 
Art: Just like an attorney or CPA, you’re going to find business plans are the problem 

we have the most trouble with. We don’t have trouble with the contract. We don’t 
have trouble with due diligence. We have trouble with the business plan. On that 
private equity fund we set up the first part of the year, I had a number of 
companies who came forward in January/February, mostly in January. Do you 
realize that July I started getting the business plans? These are companies with 
doctors and masters and doctorates and masters in all sorts of degrees in there and 
they can’t put together a stupid business plan, which takes a couple of days. And 
they agonize over all these things. If you’ve got experience doing business plans, 
and again there’s all sorts of models, I guess you can go on Word, you can go on 
Power Point, you can just go on the Internet, you can go to the library. There’s all 
sorts of formats that you follow in a business plan. And when you get in there, 
what you’re doing is your just putting together all the information that an investor 
would need or you would need. If somebody came to you and wanted to give you 
all the information on a business, they’d give you a business plan. When you go 
to a company that’s in that business, they will have in their computers a lot of this 
information, boilerplate basically, on the industry you’re buying, which means 
that business plan they turn out, although it’s going to cost X-number of 
thousands of dollars, looks pretty good. And keep in mind, the amount that they 
charge you is less than a CPA or an attorney is going to charge you. And they will 
also wait until you’ve closed on the deal. I mean if you’re buying a business 
making $1 million or $2 million a year, somebody doing business plans for X-
number of thousands is going to be impressed as hell. They’re not going to say do 
you have any business experience, do you have any management experience, are 
you putting money in this. Everybody is impressed. In fact, people have always 
come back to me and said people always put me down, told me I couldn’t do it, 
and now that I’m doing it, everybody is my friend. And that’s bad when it’s your 
mother doing that to you. 

 
Michael: Can we call Art and pay him $150 per hour if we have something that we want to 

fax to him for him to evaluate while I’m evaluating a business? 
 
Art: You can do it, yes. You can do it any way you want. 
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Michael: Mr. Hamel, I’ve listened to your course, I’ve listened to your recordings, I’ve sent 

out some letters to business owners, I’ve set up an appointment to talk to a 
business owner about their business. I’m just about to meet with the business 
owner face-to-face; do you have any last words of advice for me? 

 
Art: Don’t sweat it. The first business that you run into is not going to be worth 

buying. The biggest problem I have with people that try to work with me just like 
say you decide to work with me is you’re going to find that first million dollar 
business and it’ll be a piece of crap. And what’ll happen is I’ll try to talk you out 
of it and that’s the biggest problem I’ve had putting this deal together…talking 
you out of the first million-dollar business you buy. There’s a lot of them out 
there. What you have to do is not get hung up on the first one because…I tell 
people, there’s donut shops out there that make $50,000 that are good. There’s 
donut shops out there that make $50,000 and it’s a bunch of crab. For example, 
you find a company making $1 million a year. One year they make $1 million, the 
next year they make $300,000, then they make $1.5 million, then they make 
$100,000. The problem you’re going to have is you’re going to have to pay your 
investors say $700,000 a year. How are you going to pay them when you’re only 
making $100,000? You and your family are then are going to have ever so many 
years will have a year or two in a row where you won’t have any income because 
it goes to the investors. Please keep that in mind. 

 
So, don’t sweat it. Go out and talk to sellers. If the seller and you don’t get along, 
so what. You’re going to have a lot of experience in a pretty short period of time. 
And when you look back, you’re going to laugh because…I used to say in the 
class -- I’m sure it’s in the cassette also -- when I first start I say okay a lot of you 
haven’t gone into business or most of you haven’t because you’ve heard things 
about business, putting it down, telling you you’ll never succeed, so what I want 
you to do is take out a yellow sheet of paper and what I want you to do is write 
down all the things you’ve been told that’ll keep you from succeeding in business. 
I mean all of them, all the problems you’re going to have, everything under the 
sun. As soon as you write them down, I want you to fold it up and when you get 
home I want you to put in a safety deposit box or put it in your desk. As soon as 
you buy your first business, take that piece of paper out and look at it when you 
close. Look at it. Guess what will happen? None of the things that you have on 
that list will come true. It’s all crap because every time you read a paper about a 
business deal, it’s always about an owner that screwed up and did the following 
things. How often do you read anything negative? Have you ever heard people 
being interviewed that are very successful in business? I don’t mean guys that 
own the billion dollar corporations. I’m talking about people like you and I. You 
never hear about it. 
 
Now, if you go out and start talking to other business owners, just having a 
general discussion on things you’ve heard, while you’re sitting there relaxing say 
I’ve always heard that we may have trouble with the light bulb shortage or 
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whatever it happens to be. Did you run into this before you started this business? 
And he’ll say that’s bunch of crap. And what you’ll find is these business owners 
are going to tell you things about things that you’ve heard that tell you the same 
thing I said, putting it down. How do I put it down? I’m just like they are. I run 
into the same experience they do and in the beginning I got the same feedback 
you did. And so, as I got in business, I couldn’t believe the fact that everything I 
ever heard, nothing was true. It was all phony. 

 
Michael: That brings me to the last question. When learning how to buy a business, don’t 

we learn a lot by doing instead of reading about it? The key to this whole thing 
seems to be just getting over your fears and just doing it, right. Just get out there 
and find a good business and we’ll learn a lot, right. I just want to make sure that 
I’m not on the hook for a lot of money while doing due diligence. 

 
Art: Well, let me tell you something. Everybody worries about the same thing. If you 

think I go out there and just willy-nilly, do things without the cost; never because 
I’ve had multiple businesses we were buying going to due diligence at the same 
time and actually had a time where all of them fell out. We found things in all 
them. I think three or four of them, maybe five at one time where we found errors 
that were so large that we couldn’t buy the company. So, I always try to keep the 
cost down and my time down. I’m trying to check them out as fast and as cheaply 
as possible. If you don’t do that you cut your profits down and you don’t want to 
do that. Just begin. Relax. The owner’s sitting there. He’s been in the business all 
these years. He wants out. All he sees is the dollar signs when you come walking 
in. He doesn’t want to meet with a lot of buyers. He would like to just meet with 
you and have a conversation. And incidentally, if you spend the time and you’re 
as nice to them as I’m telling you to be, even if there’s competition, the owner 
will say I’d rather work with you because he knows you. The other guy was there 
for 46 minutes. You wore him out. 

 
Michael: All right, Art. Thank you very much for your time. I’ll be in touch. Bye. 
 
 That’s the end of this question and answer session with Art Hamel. I hope this has 

been helpful. Enjoy. 
 
 There’s an interview in the section of the Audio Recordings at 

www.hardtofindseminars.com. It’s with a business buying expert. His name is Art 
Hamel. If you go back to my site, www.hardtofindseminars.com and go to the 
Product section, along the left side in light blue you will see a list of topics. Look 
for the one that says Business Buying. Click on that link and you’ll be taken to 
about seven hours of exclusive interviews with Arthur Hamel. Arthur Hamel has 
purchased multi-million dollar businesses, over 200 of them in his lifetime, and he 
will tell you how to do the same thing. It’s some fascinating content and I wanted 
you to know about it. 

 

http://www.hardtofindseminars.com



