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Dear Student,
I’m Michael Senoff, founder and CEO of HardToFindSeminars.com.
For the last five years, I’ve interviewed the world’s best business and marketing minds.
And along the way, I’ve created a successful home-based publishing business all from
my two-car garage.
When my first child was born, he was very sick, and it was then that I knew I had to have
a business that I could operate from home.
Now, my challenge is to build the world’s largest free resource for online, downloadable
audio business interviews.
I knew that I needed a site that contained strategies, solutions, and inside information to
help you operate more efficiently
I’ve learned a lot in the last five years, and today I’m going to show you the skills that
you need to survive.
It is my mission, to assist those that are very busy with their careers
And to really make my site different from every other audio content site on the web,
I have decided to give you access to this information in a downloadable format.
Now, let’s get going.
Michael Senoff

Founder & CEO: www.hardtofindseminars.com
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Don't Buy A Business Until You Hear ThisImportant Advice From This Art Hamel
Student
This is a very informative two-part audio that students of Arthur Hamel will be very
interested in listening to. It came about almost entirely by chance. A gentleman by
the name of Dale had studied the Arthur Hamel course on business buying and was
about to take the important step of meeting with the owners of the business he was
interested in buying.
It was an imperative time for Dale to begin to be coached by Art personally. Since
Dale’s meeting was to be the very next day and Art was currently out of town, I
thought that perhaps another student named Eric could advise Dale about how the
meeting should be approached, information that Dale should request, as well as
other important aspects of this first meeting.
By coincidence, Eric called me to give me an update about his own business buying
deal. After hearing the details, I asked Eric if he would be willing to speak to Dale in
Art’s absence in an effort to make Dale’s next day meeting as successful as possible.
Eric agreed and we got Dale on a three-way call.
Eric is a very astute student of Arthur Hamel and you will hear him echo many of
Art’s methods. The difference between these audios and those you may have heard
between Art and I is that Eric brings a different perspective to buying a business
because he has had different life experiences and has experienced some up’s and
down’s in buying his business that are not covered in the Arthur Hamel course –
things that a person can only realize when he or she goes through a specific
experience.
I believe that this is what makes these audios so unique and important to people
who are thinking of buying a business.
Here are just some of the highlights of Eric’s advice to Dale for the meeting and the
business buying deal that are based on Eric’s personal experience:
•
•
•

•
•

Probably the most important things you need are the company’s financials
and its tax records. They basically tell the whole story of the company.
Learn how to present yourself as the buyer of the business: What to say,
how to conduct yourself, and what to expect the current owner’s attitude
toward you to be.
Hear the importance of observing the business first hand. Attend as many
internal meetings as possible and obtain as much written information as
possible since this information will help you to complete your Due Diligence
phase.
See how getting a great attorney and a great CPA to assist you during the
entire buying process is of the utmost importance.
Learn the necessity of creating a “million dollar” business plan as soon as
possible for your investors. Hire someone to write it if you are not sure of
what it should contain.
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•
•
•
•

Make sure to get aging and payables information in writing from the current
business owner. This information is of the utmost importance and should be
addendums to your business plan.
Research your business’s competitors.
Realize the need for a key management team which may include the
business’s current consultants.
Hear just some of the negative things that can occur when you are trying to
buy a business from Eric’s personal experience.

Listening to how Eric has applied what he learned from the Art Hamel course is so
interesting and so informative! You won’t want to miss a minute of it.
You’ll also hear me explain how I revamped the Art Hamel course and added a whole
section about buying a business, bringing in marketing resources, and looking for
hidden marketing assets. You’ll learn how to use these additional resources to
identify the hidden assets of your business prior to purchase so that you will have a
better knowledge about how you can grow the business even more.
Since Dale is at the beginning of the process of buying his business, the three of us
promised to play this out as a full audio case study after Dale’s activities are
complete – whatever the outcome. Additionally, I know that you will want to hear
rest of Eric’s story and the outcome of his business buying experience.
Stay tuned for the outcomes of both Eric’s and Dale’s business buying deals. Enjoy!

Hi, it’s Michael Senoff with HardtoFindSeminars.com. Here’s a fifty minute recording
with Eric Briggs and a gentleman named Dale. Eric Briggs has worked personally with
Art for almost six months. Dale had called me wanting to talk to Art, and Art was out of
town and I though the next best thing was to get someone who has worked with Art to
answer some questions for him. Dale was getting ready to go down to Florida to look at
purchasing a multi-million dollar business, and in this fifty minute call, you’ll here Eric
and Dale go over advice, tips, techniques on what to do while Dale is down there looking
at this business. It gives you some insight into Art’s teaching, but coming from a different
perspective, coming from the student, and that’s Eric. So, I hope you find this helpful, this
new perspective on the Art Hamel System. Enjoy!
Music
Eric:

Hello.

Michael: Hey Eric, it’s Mike Senoff out in San Diego.
Eric:

Mike, how are you doing?

Michael: I’m doing good. How are you? You know what I was going to call you about?
I have another guy who wants to talk to Art, and I knew Art was out of town,
and this guy has a meeting tomorrow to go meet with a business owner, a
pretty promising situation, and since Art wasn’t there, I was like, well, let me
give Eric a call and see if Eric would be willing to talk to him and just give
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him any advice. He goes, “Mike, do you have any advice on what I should do
tomorrow.” I can get him on right now. Hold on.
Hey, Dale, this is Michael Senoff, how are you?
Dale:

Good, how are you?

Michael: I’m doing really good. Listen, I’ve got Eric on the line. Now, Eric was a
student of Art Hamel’s and the reason I’ve called Eric is Art was out of town,
but Eric did tell me he just talked to Art and he is out of town, or was out of
town, but I figured since you’ve got a meeting tomorrow, let’s see if Eric
could help you out and give you some advice based on what he’s learned from
Art. Would that be all right?
Dale:

That would be fine.

Michael: I’m going to let you guys talk, and you can explain to Eric what’s going on
and he can give you his best advice. Would that be all right?
Dale:

Yeah, that would be fine.

Michael: Okay, Eric, can you hear each other?
Eric:

I’m fine. No problem at all.

Michael: Okay. Well, Dale, just tell Eric what the situation is and ask away.
Dale:

Eric, I found this business, and I’ve spent a couple of months here trying to
find one that’s suitable. I’ve been looking for a manufacturing business, but I
ended up with a distributorship of devise, and it’s so profitable and I couldn’t
turn it down. So, I had to take that next step. I was just wondering if you could
give me some insight into what I might be looking for, or what you do when
you first go to the business.

Eric:

First of all, Dale, you really want to get the financials, the basic financials.
Was it through a website that you found it, a broker?

Dale:

I used the Wall Street Journal.

Eric:

Really, okay, and you did a direct contact and got the financials.

Dale:

No, it’s not a direct contact. It’s through a broker, but this broker is probably
the best broker I have seen. I’ve talked to probably a hundred brokers, and
I’ve never found one to do a write-up and present things the way this woman
has done.
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Eric:

You found a good one.

Dale:

Yeah, the majority of them are mediocre at best.

Eric:

Exactly. See, that’s the whole thing that I found. I was fortunate because I got
three business financial packages from three different businesses. One was for
a chain of gyms – didn’t work out. One was for a mining company. They dealt
with foreign things like that. Again, it didn’t work out. The financials really
didn’t tell the full story, the things that they presented.
Then, I find this company in Arizona, and it’s a nutritional supplement
business. This isn’t something manufactured, but they actually have a huge
direct mail company.
Well, what I did is I flew in, and I was able to convince the owner to meet
with me although I didn’t have near enough financial strength to pull the sale
by myself. I said, “Listen, I’m working with a private equity group to be
named later.” I said, “There are millions of dollars that these people have to
invest in a good opportunity. The management needs to be in place.” So, they
can’t be both owners walking away. It can’t be one of these situations where
there’s not some kind of management structure. I said, “My background goes
hand in hand with your industry. The industry that I was in. It was like a
brother-sister thing. So, I had an understanding of the business. I’d really like
to meet and talk about it.”
You know how it is, they always say, “Principles only” or “No
intermediaries.” I said, “Listen, if you want to sell this business, it will get
sold if the business that you’re presenting is as it should be. If it’s the way I
see it, yes.” These people said, “You know what? We’re going to give it a
shot.”
They had the mindset that I had the money in the bank, that I had that two
million that I needed because this was a multi-million dollar business like
yours, huge revenue. I just acted as if I had the money, and that I was the gate
keeper to the money, and they asked me questions, almost what you would
consider a job interview, which is probably what you’re going to run into
because it would seem even though we’re talking about all cash purchases, the
business owner still wants to have some kind of say in their mind about who
takes over their business.
Although, at the end of the day they don’t care who you are, as long as you
have the money, but they have to make it seem as though they really care. It’s
all like smoke and mirrors to me.
So, I met with him, and we went back and forth and I gave him a due
diligence list of things that I needed to be able to put the financials together.
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Now, I didn’t sign a letter of intent. This business owner did not want a letter
of intent. He wanted a contract and a deposit to take the business off the
market. You may run into that.
I was able to negotiate a completely refundable deposit.
Dale:

How large?

Eric:

You won’t believe this, ten grand for a multi-million dollar business to take it
off the market. So, that was cool.

Dale:

About how big a business are we talking about?

Eric:

The sales are in the teens and millions per year.

Dale:

Okay.

Eric:

It was five. It’s heading towards triple that now. In fact, I would not be
surprised if the business didn’t bring in $13-$15 million this year. That’s what
is projected in sales with a very high net because so much of the upfront
expense has been taken care of, and a lot of is not recurring. We’re probably
looking at a net between 20-22 percent, a very high net.

Michael: So, Eric, give him a step by step thing of what he should do when he goes
down there. When you go down there, I guess the first thing you may want to
do, I’m just thinking logically you want to maybe just observe the business.
That’s why you’re down there right?
Eric:

Right, and actually sit down in there. They were having a meeting coming up,
and I injected myself into that meeting. They were talking about some stuff in
the office, and they were going to have some people come down, and I said,
“Well, I want to be here for that meeting.”
What they did is they put me into that meeting, and they flew in their whole
team. It was just that time of year when they were doing that. So, they flew
their whole team in, and they let me sit in on the meeting and listen to thing
and passed me their internal handouts, their internal documentations, the new
product launches, and things like that, but when it came time for the truly
confidential things where maybe they were talking about certain suppliers,
certain things that I could use to adversely affect the business, they asked me
to leave.
I was cool with that because at the time I felt like I had enough information
with my background anyway. That’s one of the things I do know coupled with
the information they gave me, I knew that it looked good. I was going to of
course do the due diligence, but I felt confident that from there to say, “Okay,
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I can sign the contract.” Knowing that my lawyer has got all the weasel
clauses that all come in front of them.
Michael: Were you able to sit in on that meeting before you had your contract with the
refundable deposit, or was that after?
Eric:

Actually, that was a day or two after. It was within a week, but the thing was I
knew we were going back and forth, back and forth, and I was getting pieces
of information, and I was getting information here and there. So, I felt good
about it especially with the way my lawyer – see, it’s all in the way the lawyer
does it.
If you’ve got a good lawyer that can write it up, almost like a real estate
contract, you can tie up property all over the place, and pretty much as a buyer
be able to back out if your partner agrees to it, and your partner’s a goldfish.
Do you know what I mean? You don’t actually have to have a partner. It could
be your wife or a friend, that says, “I don’t want it.” Well, see, that’s enough
to kill the deal.
So, you just have to structure it to where you have these estate clauses. I just
thought of it like a big real estate transaction because I had been a real estate
investor in the past. So, I had him close it that way.
Then, what happens from there once I got there, I gave them the refundable
deposit. It was put in an escrow account which is very important. It was not
written out to the business. It was written out to the escrow corporation, the
third party. So, they couldn’t disperse the funds without certain conditions
being met. So, that was a protection.
You do need a barracuda of a lawyer, and you do need a lawyer that will ride
with you. I don’t know if you trust a lawyer so far. So, you need a lawyer
that’s going to say, “Hey, I’ve done this kind of stuff before. I’m interested in
riding with you. I can see the potential for a sale here.” My lawyer said,
“Listen, I know where you live, and I’m a good lawyer. I know how to get
money from people. So, I’m not worried about it. This looks like something
that could work, and I’ll ride with you on it.” So, he didn’t charge me upfront.
Art Hamel talks about that, but that’s not very easy to find. The Arizona
attorney that I’m talking to right now, we’re talking about a greatly reduced
retainer because I need an Arizona attorney and a New Mexico attorney
because I’m in New Mexico. The business is in Arizona. So, I needed people
who were licensed in those states.

Michael: Eric, what did you say to the attorney to try to get him to ride with you?
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Eric:

I just said, “Listen, I’ve got some basic financials on this business. I’m part of
a private equity group.” Pretty much the same pitch I gave to the business
owners. I said, “This private equity group is interested in joining with me.
These are the things I need to fulfill in order for them to go through with this.”
Now, remember I had the contract already faxed over from the company that I
was trying to buy. So, the basic contract was already there, and I said, “I want
you to review this and tell me what you think. Tell me if you’d be interested
in something like this.”
Well, he saw the zeros and said, “You know what? I’m willing to take this.”
Because some people will want you to do a letter of intent which is cool, but
other people like this will want a contract. There’s a difference in opinion on
the way the write it up, and one’s different from another. A contract didn’t
bother me. I think that’s not always the better way to go, but the contract did
not bother me because of the way I could get out of it. I can’t emphasize that
enough. That’s a big deal.
Another thing, when I got with him and I asked him to sign the contract, some
of the things that I did to make it move along, because that’s one thing – I
don’t know how you set this up. They want action. They want now. They do
big deals all the time.
So, what I did was I said part of the contract was within five days of the
signature of this contract, I wanted the documents. So, you need a full due
diligence list. Have you heard of those books?

Dale:

I bought them.

Eric:

You’ve got them? Well, do you remember that one, “How to Buy and Sell a
Business?”

Dale:

I don’t have that one.

Eric:

Well, it says you’re going to want a list. In the back, there’s a whole to-do
check list, and it’s a good one. So, you might want to just go to the book and
buy it because what I did was I sent a sheet of breaking down business
information, operations, sales, personnel, information with companies,
business facilities, computer systems, financial and related data and state and
federal laws and regulations. I wanted all those disclosures.
Of course, they’ll come back and say, “Well, I’ll give you this and I’ll give
you this right now.” But, at least I had a template of all the things that I
needed them to give me, and then I could start my due diligence.
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Another thing, when I asked them for things, like Art said, I asked them for
the aging of their payables. Of course, in this business, they don’t own
anybody. It’s all cash. It’s incredible. They’ve got hoards of money in the
bank.
Now, when I went to the investors, I made sure that when the person’s I was
talking to was working the requirements. I wanted to get that out of the way.
Like I said, you’ve got all this money in the bank. When I buy a business, it’s
leaving the bank account. So, I need to find out. I’ll be looking at the due
diligence, the paperwork, and everything, but what kind of money do you
need.
What’s your scenario? Do you have money for working capital, just day to
day operations, inventories, and things like that? I got that information. I built
that into the cash that I needed, not only the purchase price of the business,
but also working capital requirement.
Then, I also did this, I built in for the CPA and the lawyer. I shot high. So, I
figured, “Let me just say $200,000.” He had another bumped it another, in
that case I think it was like half a million, $600,000.
Michael: How much did you work in for the CPA and the attorney?
Eric:

I think it was a hundred and two hundred thousand dollars.

Michael: Each or split?
Eric:

Total.

Michael: Total that they would split for their fees and helping you do this.
Eric:

Right. The thing was just based on well I thought it was going to be an
ongoing conversation, it’s important. I didn’t want to cap it. So, I said I’m
going to throw in $200,000 on top of the working capital requirement or on
top of the money I need to buy the business to get a nice lump of cash so that I
don’t need to go back to the investors, and look stupid.
It’s all about credibility and because of the fact I didn’t have the financial
capability, I really had to talk like I knew what I was talking about, and I think
it was really just the confidence when I went in. That’s what I think really got
me the information I needed.

Dale:

I learned through other things I’ve done, it’s all about posture.

Eric:

Oh, yeah.
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Dale:

You have to posture yourself in anything you do.

Eric:

I’m 38. I look like I’m 26, like a young kid. So, that was working against me.
I have to project my agenda that much more, looking in the eye, and all those
things like you do on a job interview for the biggest job of your life, the
biggest career opportunity of your life, and I treated it like that.
It was funny because when I got with them, I felt like they were a girl I had to
court. Anybody in something like this, they want to court their potential buyer
anyway. They will wine you and dine you, but I was trying to stay
dispassionate about the business. It was not easy.
It’s just like when you go to buy a car, and you want the car. You don’t want
the salesman to know it because then they know you’re emotionally attached
to it, and they have so much more leverage, and they can jerk you around that
much more.
I think I did a reasonably good job about that, and I like to think I could do it
a little bit better because again, if you go from where we are, middle class
people to multi-millionaire asset wise and a paycheck of half a million dollars
a year or a million or whatever, that’s crazy money for us. It’s life changing.
It’s hard not getting excited about it. It’s a struggle. Any more ideas you want
to talk to me about?

Dale:

Yes, I’d like you to talk to me about when you went to raise the money.

Eric:

One thing I will tell is if you can get someone on board with you to write a
business plan for you, get them on board. I know there’s a website.

Dale:

Here’s my situation. I’m talking the business broker into doing the majority of
it because she did such a great job on doing the write up of just the business.
I’m working at it, but I’m trying to convince her to do the majority of it even
if she doesn’t know it I’ll make her do it.

Eric:

Okay, now let me ask you this. If there’s a venture capital place in town, see if
you can go down to their office. If you can get with somebody where you can
see business plans through business ventures such as this, it will do you a big
favor because then you know when you’re not getting what you need.
If there’s something missing, you and I, we’re not in the mergers and
acquisitions and all that stuff. I don’t know, maybe you have been, but I
haven’t. So, it’s like, I’m looking at something and thinking it looks great, and
the last person I shared it with was like, “What is this crap?”
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So, keep it in your mind. There are basic business plan templates that are out
there, but what’s so important is the aging of payables and receivables pro
forma for three years of financial information, as much as you can get.
Dale:

I got it.

Eric:

Those things right there. I mean those are so important. Another thing that’s a
big is non-compete, the longer the better. I know that it’s pretty hard to get
over four or five years for a non-compete in the industry, but try to get over
three years. Four or five is phenomenal because the investors want to be out in
four to five years. They’re usually doing an exit.
The can change mind, but that’s the exit that they usually have in mind. So,
you almost have to have some kind of exit strategy for them on how you will
take possession of the company or at least get them out of the company if you
decide to keep with it.
Think about that, and lay that out with the business broker and whoever else
you deal with.
People ask me about the business structure, when I signed the contract I said
“Structure to be determined.” Because I didn’t want to tie myself to the type
of structure that would not ultimately be the kind I wanted to run the business
under. If you can get a CPA to ride along with you, you’re going to be so
much better because you can consult with them.

Dale:

Did you buy stock or assets?

Eric:

Asset sales.

Dale:

My seller would like to do a stock sale.

Eric:

Oh, they definitely would.

Dale:

But, my CPA said that it wasn’t a big deal as far as his advantages.

Eric:

Liability.

Dale:

Yeah.

Eric:

Right, ten minutes after you sign the contract, the closing, you get slapped
with some kind of lawsuit down the road, and I would really try to do asset
only, and I guess there’s way the CPAs know how to get around that. You
form a corporation in closing, and that corporation takes over the new
corporation, something like that.
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I mean, again, I know Art was big on asset sales.
Michael: So, what’s your view and your opinion the advantage or disadvantage of
either or both?
Eric:

Well, basically you’re just taking any and all liabilities. The ownership passed
from one person to the other person, but it’s almost like the individual is the
same. It’s almost like the same individual.

Michael: So, you don’t want to do a stock sale?
Eric:

That’s the thing. It’s not always bad to have a stock sale. It just depends on the
situation. That’s why a good CPA and lawyer is so important. The worse thing
you can do is give it to a person and you think they’re good and they’re one
size fits all CPA or lawyer. “You need an LLC.” Or “You need an SCorporation.” Why?
That’s why I love those books because it talks about getting somebody,
making sure that you talk to somebody and find out what your strategies are,
what your desire for the business is, how your goals are going to be, all those
things, and then they can help you determine what the best form of ownership
to take would be because most of the books say that you can switch from this
entity to that entity at any point with very little problems.
In many cases, that’s not necessarily true. They always make it seem easy,
but undoing things that have attached when you’re a multi-million dollar
company, you can imagine it could be millions of dollars.
What it is, is they say start out right. Get your foundation set right. Your
entities and everything set up from the beginning, and the thing is for people
like us, if we get the people to ride along with us and then we pan out at the
end, then we can get that type of service that allows us to do that, where
normally people would try to cut corners and save some money and just get
the business going.
We could afford to say, “Okay, I want this done right. This is the way I want it
done” according to what you said, “I know it’s going to cost me $25,000 but
by the time I’m all done, but it’s going to be set up right.” Not, “Just let’s put
a band-aid on it and get bought it, and then deal with the mess afterwards.”

Michael: Dale, do you have a CPA and an attorney to ride along with you?
Dale:

Yes and no. I have an attorney here in New York. Now, CPA can handle that,
but my attorney, I’ve got to find another one in Florida. I do have a friend
who’s a state senator down there that I’m talking to, and he’s an old attorney.
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Eric:

Can I speak to that?

Dale:

Sure.

Eric:

What you just said is huge. Now, I read this and I don’t know where, but it’s
so true. The attorney that’s interested, the attorney is involved in the business,
they want their money, but they also don’t want to look bad. They don’t want
to be seen as beat-up because the attorney is the one who’s going to take the
abuse. If you look bad, who looks bad? The attorney.
You’ve got a friend who’s an attorney. Just keep that in mind because the
attorneys are the ones who kill the most deals. They’re the deal killers.
They’re the ones because they’re afraid of the liability to them, not necessarily
your best interest, but the liability that they’re going to get by the decisions
that are made, and it’s true. I’ve seen it just in a little way already.
I just want to say that because there’s a friendship you want to keep.

Michael: What are you saying in that sense?
Eric:

Where you live can’t be where you do other things. Do you know what I
mean?

Dale:

Yes.

Eric:

It’s almost like, be careful mixing the two. Even though you can have a highpowered attorney, relative or whoever it is, that’s phenomenal, but that link
could be the link that undoes because there’s another layer to the relationship.

Michael: So, would you advise to get another attorney who’s not your friend?
Eric:

As weird as it may seem, yes. It’s a deal killer, and if you have a friend that
kills the deal that you think would’ve take care of you and made you a ton of
money, you may have a hard time with that friend.

Dale:

Yeah, I know you’re right because I’ve had a lot of real estate projects that
I’ve done, and they were tough deals to do, and I’ve had attorneys that killed
the deal. You’ve got to search out the right ones. There’s no doubt about it.

Eric:

You’ve got to manage them because see, remember, they are the ones that
going to be able to brag when the deals goes the through and it builds their
practice and their reputation, but the fact of the matter is it becomes and ego
thing where it’s like, “Look, I want this deal. I want this.”
It’s like it can quickly become what they want and not what you want.
Attorneys are notorious for that.
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Dale:

Let me just back up a little bit and talk about the money. Tell me your
situation when you started out. You had a business that you wanted to buy and
now you didn’t have enough money. Bring me into your world about that
what you went through.

Eric:

Well, first of all, the first thing that I found was that no one necessarily
wanted to say, “Okay, yes, here, you can say, ‘I’m working with so-and-so,
and they have the money. They’re backing me. Let’s do a deal.’”
It was more like, “This is what you have to say. You have to say that I’m part
of a private equity group that raises millions of dollars for all cash
acquisitions.”
Now, obviously, I’m the buyer. You’re the seller. If you want to sell this
business, I’ll sign what you need signed. Let me do the due diligence, and I’ll
let you know in a very quick manner, without wasting your time, whether or
not we can do a deal.
I had to do that because of the fact that I had no money. You can print cards
up that say you’re in business. I didn’t even do that. I just walked in and
honestly, I was told was that might even be better, just to walk in as a private
citizen that wants to buy a business.
Again, if you’ve been in real estate, you know. It’s almost like, don’t be a
broker. People get their broker’s license to buy up houses.

Dale:

It’s a stupid thing to do.

Eric:

It’s a stupid thing to do because you just walk in, everybody’s all happy, right,
and about seven months later, you get a letter suing you because you used
your knowledge to an unfair advantage, and you’re like, “What?”
So, it’s the same thing. You want to be a shmuck in a way, not in a way where
they think this isn’t going to happen, but you don’t want to be somebody that
they think is going to get an unfair advantage over them and do all these
things to them and convolute it.
So, it’s like, “I’m a private citizen that has the access to unlimited funds
through this private equity group I’m involved in, and depending on the type
of deal it is, then the private equity group, certain members are put together to
make it happen. There are certain investors that invest in certain opportunities
certain industries.”
So, it may not necessarily be the same individuals on every investment, and I
just talk to them about that. Early in the due diligence period, we’re going to
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know whether or not we have a deal. I’m not about to sit here and try to waste
time. I would like this thing to happen, to close within three months.
Now, three months to a seller, that’s pretty quick. Some of these large
businesses, because I know a couple of business that I was doing before they
had stock purchases and they were trying to do filings and all these crazy
things that were taking nine months just to set up – venture capitalists and
merger and acquisition companies.
So, when I came out and said, “Listen, we want a cash deal, three months or
less, let’s just do this. Let’s see what we’ve got.” That appeals to the person’s
desire to get the heck out of the business. I didn’t complicate it.
Dale:

What about talking to your investors?

Eric:

When I talked to Art, Art said, “This is what I need.” I came to find out more
and more that what he said upfront wasn’t necessarily everything that he
needed, and learned about trial and error, but basically it was, and this is the
thing – get the business plan done as soon as possible. They want to see
something as soon as possible in writing.
That’s the number one thing from an investment standpoint because once
there’s a business plan, then they’ll be receiving everything. It’s not a
problem.
Number two though, and I’m going to say number two is number one for you,
number two for you – all the things we talked about, the business plan’s one
thing, but getting all the financials and knowing what to ask for because you
have the business plan, but you also have attachments to the business plan like
something about the revenue, federal and states taxes, making sure that
they’re paying their taxes and they’re paying their employment taxes and all
that stuff. You’ve got to really get all that, all that stuff quick.

Dale:

This business happens to be being audited right now by the IRS.

Eric:

Oh, really?

Dale:

Yeah, they’re willing to give me the IRS agent’s name and phone number.

Eric:

Really? That’s not bad because now remember Art was talking about financial
audited, financials and all the different levels, financials underneath that and
they all need to be crafted. You know it’s true. People can do whatever they
want on QuickBooks Pro, but I needed the banking records. I went to them
and said, “Listen, I want your banking records. I want your CPA to give me
the information not that you printed up, that you printed up on QuickBooks
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Pro. I need something from the bank.” That’s the stuff that really galvanizes
whether or not the company is really doing what it says it’s doing.
You need stuff like – all the company records you can get. I mean, when I was
talking about intellectual property, find out about their owner, that they own,
trade secrets, copyrights, trademarks, patents, domain names, all the websites
that they own, licensing agreements they have with other companies, the kind
of policy they have as far as insurance like liability insurance. Do they have
insurance? All these different insurances so that you’re protecting the
investors.
If you go to your investors and say, “Hey, look, I’ve got key man insurance so
if something happened to me, the investors get five million dollars.” Really
cheap insurance, but it’s the person that – see, remember, you’ll be the CEO,
but one thing is you have what’s called the voting stock to a large degree. You
may not own very much of the preferred stock which is actually the cash flow.
Do you know what I mean?
So, you may end up owning a hundred percent or fifty or sixty percent, make
sure you own at least 51 percent of the voting stock where you make the
decisions in the business, but as far as a preferred stock where the money gets
dispersed, you may only end up with ten or twenty percent that you have to
buy them out and gain more equity.
So, let’s say the business does two million dollars, if you own twenty percent
of the business, you’re going to get $400,000 plus if you have a salary that
you take. Do you know what I mean?
Dale:

Yes.

Eric:

So, that’s a sum of money, but you have the ability to get your equity and
grow it by building up the revenue in the business and whatever other ways
that you can do that.
So, you need to kind of give them that message. Also, every agreement that
you get from them, every agreement, anything that they sign, you need it in
your hand.
As a matter of fact, Dale, I have the two sheets due diligence thing. When
we’re done, give me your number – I was going to say when we’re done
maybe I’ll give you that. I don’t know if you want to put it on the recording,
but, when we’re done, maybe we can conference and I can give you my
number and you can give me yours and I can fax you this list. So, you don’t
have to go digging this out, okay?

Dale:

Okay.
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Eric:

This is a great list and I love it, but the competition, the competitors. You need
to find out about those. The business broker may be able to help you with
that, but also you can go on Alexa where if people visit this site, they also visit
sites. There are certain websites you can go to, and you’ll find out if the
person – okay, this is the web address that they have. Who are their
competition? People who were hitting this website are also hitting these
websites. That kind of information is very, very key because those kinds of
things will help you sit up your strategies for the future.
Maybe you can attack a segment that hasn’t been attacked yet that the
competitors are involved in. This is more stuff for you.
Also make sure the way they’re taking their – if they get bonuses and they’re
doing salaries and dividends and all that kind of stuff, the CPA will help you
wade through that to find out what the people are really making. Remember
when you read the thing that Art talked about add back? Add back certain
things to arrive at really what the company’s really making.

Dale:

Oh, yeah, yeah.

Eric:

Make real sure to compare all that information and have the CPA really dig
into what – because see the company sometimes will find a way to try to add
back some things that really aren’t added back. I mean, if they say,
“Consultants Pay” add that. You want those consultants to continue with you.
That’s not add back. It’s a continuing recurring expense.

Dale:

Sure.

Eric:

You want to keep as it intact as possible. You don’t want it to be a big old
huge shake-up and everybody’s leaving that’s really running the show, and
you’re sitting here trying to rebuild all these relationships. You want people in
place that have these relationships in place that report to you. You want to be
as seamless as possible.
So, when Art says it’s one on more – if there’s two owners in that business
and they both leave, and there’s no management, no key management in
place, you’re over because you’re starting over, and usually the success rate is
very low.
You need a management team in place, and the business that you’re talking
about, they must have a nice management team. Do they have a nice
management team, managers and things like that?
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Dale:

Generally, that’s probably one of the problems of the business is that the
owner is too hands on. He does have key people in there which can take over,
but I’m looking to hire a couple key people, one of them being a controller.

Eric:

Beautiful. You’ve got to have that controller, thinking about that. Art would
be about that because what he does is he interviews people and they might get
some kind of stock option or at some point, they might, who knows? The
different packages because businesses the size that you and I are buying,
people make six figures running them, and like Art said, they don’t want to be
bothered by you and I. We want somebody who looks at us and goes, “I don’t
need any help. I know everything.”
Of course, there has to be some respect there, but you don’t want to be in a
situation where you have somebody that’s calling you all the time.

Dale:

Right.

Eric:

You want a high caliber person that can run it until something happens.
Remember what Art says, if something happens, you want that person, if they
have to call, they call you. You call the investor because remember, it’s their
money. They’re going to protect you.

Dale:

Sure.

Eric:

So, what we’re doing, the way you and I are doing it is smart because we’re
really removing ourselves from the daily operations and the real worry of the
thing. One thing I decided I was going to do that has – I’m going to be
running it for probably at least the first three to six months, pretty much be in
there in conjunction with the general managers that I’m hiring, but what I
want to do is – I checked out something called Oracle, the company.

Dale:

Yeah.

Eric:

Database management systems – they have a suite that you can get it online.
There are different packages, but I’m probably going to get the more
expensive ones. You probably would, too. But, it basically gives you a
window on the operations of the business. You can go into the computer and
see what’s going on in real-time in the different segments of your business,
and put them all together. It’s incredible.
But, there’s so many tools that we can use. I know Michael talks about them
all the time, that we can use to make it to where we can manage it without
actually having to be there, and we can know that we’re not getting ripped off.
Do you know what I mean?
So, that’s kind of cool. I’ve been doing research on that.
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Dale:

The only thing is I guess where I have a little concern is when I present this to
the investors, and that’s how I feel, the money is always a concern. When I
present it to the investors, what am I to expect and how hard was it for you to
– once you get the business plan and everything, all this stuff’s in order, how
hard was it for you to really raise the money?

Eric:

Well, let me tell you, I’m going to share this with you and this is not public,
but I’ll tell you this deal. Thanks Michael, I’ll share this with Dale. What
happened is we got down to the nitty gritty, and the people waffled. They
messed up. So, we’re going at it from a different angle. It’s unfortunate, but
we’re actually having to take some action.
So, what ended up happening was from the investor’s standpoint that they’re
going to make money irregardless because see, I have a contract that’s
airtight, and I have all this proof that they did not do what they were supposed
to do. They didn’t release the documents that I needed and things like that.
So, I did everything right and just ran into a brick wall. Well, the company
tried to resell the sale to somebody else for a much higher price, and then they
did it to them, and now the word on the street is they’re trying to sell it for
three times what my contract price was.

Dale:

Oh my gosh.

Eric:

So, can you imagine? So, basically, I should be fine. I’m going to make
money regardless. Do you see what I mean?

Dale:

Yes.

Eric:

If I take over the business with my background, I’m going to make a ton of
money. I’m going to plug something and it’s going to really explode. If I
decide to flip it to the other investor who’s dying for it, if he can keep the
spread, I’ll do that.
Or, if I just say, “Hey, pay me money. I’m suing you for this.” I have three
different ways I can make money on this deal. So, I’m not worried either way,
but, basically everything I’m telling you I did correct, but they reneged
because they want more money. See what I mean?
I have two attorneys and a CPA, so obviously I’m in good shape. I’m just
telling you what could happen. Sometimes when you go through the process,
you reacquaint people with their own business, and they think, “Wait a
second. Wait a second. Why did I sell it for this price?” “Why did I sell it for
this price?”
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The only problem is he’s got a contract.
Dale:

Seller’s remorse.

Eric:

Right.

Michael: Eric, do you think you reacquainted and let that owner know more of the
value he really had? Did you give away too much? Do you think that had
anything to do with it?
Eric:

No, but you know what I think it was? Honestly, Michael, that’s a great
question. What it was the owner, he enjoyed building the business. He doesn’t
necessarily enjoy running them. Okay, but he has a system in place.
I think what I did is that in purchasing this business and the way I went about
it, I did it in a very high level, the way that Art says to do it. I think the prior
owner of it was a lot less sophisticated in the way he went about it. The way I
did it step by step from Art’s perspective, it really raises the awareness of the
owner. The owner is brilliant. The man who started the business is brilliant at
started business. He has a certain type of genius. He’s just not a total
businessman.
Well, I raised his awareness of things in a way, I guess. Do you know what I
mean? Through this process, and it kind of opened his eyes as to what he had
and the potential that he had, and it was nothing that I really could do not to
because the things I asked for, and the processes I went about, gave him time
to think about things.
But, it is interesting. You’re going to find people who lack integrity no matter
how much money they make, right? We’ve seen that within a lot of them.
I just – middle class me learns the hard way about that. I’m getting some
training in character development through people here, helping them out with
their character at my expense, but the good thing was I’m not really paying
the price because my partners, the people that are partnering with me, they’re
absorbing it knowing they’re going to get a pay out.

Michael: Dale, what’s your plan? You’re going to be going down tomorrow, right?
Dale:

Right.

Michael: What is your game plan so far?
Dale:

Well, this is probably – I didn’t know what I was getting – going to run into,
but it sounds like this is my interview for the job, and I’ve already gotten the
financials on it, the income tax statements. So, what I’d like to see if that
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checklist, and my objective is – I don’t know if you’ve ever read the book,
“Socratic Selling”, but it’s Socrates was a great questioner, and that’s what
that’s about, and so my position, I believe, is to ask questions.
Michael: I’ve revamped the entire course and actually, Dale, you don’t even have this
because I’m just now getting a lot of the materials back from my CD
duplicator, and Dale I don’t mind sending you this, but we have all – I have
about thirty different CDs now. So, I have all the mp3 files on CD ROMs
where you can put them in the CD player, but I’ve added a whole section to
the Hamel course.
Now, Hamel’s great at buying businesses, already profitable businesses, by
looking at the value of them, but one thing he is not, and that’s he is not a
marketer. At least, I don’t believe he is, and it’s a whole different aspect.
Once you buy a business that’s making good money and you can get the
investors to buy it, then if you bring in the marketing and look for the hidden
marketing assets within the businesses, that’s like dynamite putting those two
together.
So, I’ve got a lot of my material that comes from my HMA system which is
the Hidden Marketing Assets system, and there’s a questionnaire I’ll send to
you Dale, and I don’t know if you’ve ever seen it or heard one of the
recordings where I’ve done one of those?
Dale:

I’m not sure.

Michael: Well, it’s where you – it’s a series of questions and it’s been proven and I’ve
got it all mapped out for you in a PDF file, and it’s a series of questions that
you may want to go down there with after you do your initial investigation
maybe at another time, and it’s for you to identify the hidden assets within the
business, not necessarily the financials and stuff, the intangible hidden assets
within the business to really give yourself kind of like an x-ray view of even
where they’re leaving more money on the table, or if you end up owning this
thing how you could really grow the business without any additional forms of
advertising.
I’ll email you a sample. It’s a one hour recording of me taking someone
through this process, an accountant actually out of Australia, and you’ll see all
the stuff we uncover in his business that’s just waiting there for them that he
didn’t know he had, and then in that recording there’ll be a PDF file you can
download. It’s called the Opportunity Analysis, and my HMA consultants use
this when they question a business to identify where the assets are in a
business before they do consulting for them because a consultant wants to go
into a business that has hidden assets where he can uncover them and
negotiate a piece of the action on the growth of the business.
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So, that may be nice and when you talk about Socrates, I mean it’s all
questions.
Eric:

I have to tell you, I’m just that type of person and I was doing that to a degree
anyway because I’m a salesman my whole life. So, I was asking a lot of
questions and what was interesting is that’s another reason why I think they
deal went so smoothly because they liked me because I was interested in
them. Do you know what I mean?

Dale:

Yeah.

Eric:

Like we talked about, and we thought that we were sharing things, and books
we read and things like that, and we had a lot in common. He’s a majority
owner. The minority owner was the one that caused the problem, and I think
he got to him because the minority was trying to get a bigger percentage of the
business and was negotiating that while they were trying to sell the business.
That’s why he didn’t want me to buy the business. He said, “I’m trying to get
another few percent of the business. Can you just walk away?” I’m like, “I
have a contract with you, man. Why didn’t you bring that up before?”
So, that was part of the reason why the business flopped, but they had a
contract. I did talk to him at length and we hit it off. We were aligned with
each other and we talked about some things, and he liked that because he likes
talking about himself.

Michael: Yeah, so when you go down there, Dale, that’s going to be number one. Talk,
Dale, this is this guy’s baby, his passion. He’s probably lived with I for many
years, and just ask him lots of questions about how he got started. Let him just
keep talking.
I know when I do my interviews, it’s really the key. You’re building such
rapport by just being a good listener, and he’ll tell you things that you won’t
have to think of questions. If you just listen and keep probing and let him talk
and make him feel comfortable and be really interested, he’ll tell you
everything you want to know.
Dale:

Sure.

Michael: And, you also want to find out his really motivations why he wants to sell.
What’s the real reason? And, then another thing to think about, if you for
whatever reason can’t come up with the money and you find his real
motivations, his real reasons for selling, you may be able to negotiate
something else. There’s no rules. You may be able to negotiate. An idea that
we teach the consultants is you can go in and depending on the hidden assets
that he has and how much potential for growth and Eric and I have talked
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about this, you may be able to negotiate ownership of the business by growing
the business.
So, you can say to him, “If I can grow the business this much, and in that
growth we pull that money out, money that you would have never had, and we
put that towards the purchase price, would you then turn ownership over to
me?”
Eric:

That’s a good one.

Dale:

Great.

Michael: So, you’ve just got to find out what his really reasons for selling are, what his
situation is. Everyone has a situation. He may be sick. Do you know what the
deal is, the real reason?
Dale:

He says he wants to get out from underneath the day to day management, and
I said to the broker that I asked the same question, and she says, he wants the
money. Now, that tells me there’s something else I don’t know because he
wants the money. Why does he want the money?

Eric:

Call Dun and Bradstreet, get on their website. I’d talk to Dun and Bradstreet,
okay, and they charge you for a report on there like the credit and stuff like
that, but the young lady was very nice and we hit it off. She said, “Eric I
don’t want to charge you for this.” She goes, “What I’m finding is this
company is so strong financially, they don’t owe anybody anything. Their
credit is excellent. Don’t buy the report. I’ll tell you right now, they’re in great
shape.” So, I didn’t have to pay to find out if this company was shaky.
That will put you on a different plain with them, but also they’ll know they
can’t jack you around. The more you know about them, the less they can jack
you around. They’ll be like, “This guys knows us.” That’s why I talk about
the aging of the receivables, the payables that Art talks about, that’s powerful
because how many people that buy businesses even know about that stuff?
Hey, this is my business making sales of a million dollars a year or sixteen
million a year in sales, and it make four million but do they not pay the bills?
Are they telling sales that they just pushed on customers and told them that
they have three years to pay for it?
Aging is really important.

Dale:

One thing that is going for this business is it’s a cash business, cash accrual.
Well, they do have a receivables, and what it is is collecting from insurance
companies, they way it works.

Eric:

Do they use factoring?
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Dale:

No, they don’t use factoring. They do have – it’s a six million dollars in sales
and makes about a million and a half, and they have $700,000 in accounts
receivable which come with the business, all the accounts payable are going to
be paid.

Eric:

I heard that, but you know what? Don’t let them do that if you can. If you can
do it, if they want to leave the receivables, that’s fine. That’s fine. Leave the
receivables. You know what? I want the payables because remember what Art
said. There’s more money in payables sometimes than receivables.

Dale:

Oh yeah.

Eric:

Before that owner walks away, try to get that owner to call his people and say
because a lot of owners say these terms and they don’t use them. A lot of
people, even on the businesses I’ve done in the past, or worked with, they’ll
have like ninety day terms with somebody, and as soon as the bill comes in,
they pay it, and they have to wait sixty days for their customers to pay them.

Michael: So, Eric, are you suggesting take the receivables off of the purchase price and
let him deal with them?
Eric:

Like Art said, and of course what you might find though is that the guy
doesn’t have faith in his receivables, and whatever you can get, get, and just
split them with me.

Dale:

He did say he’d guarantee the receivables.

Eric:

Okay, remember to watch out for this because like Art says the guy maybe
substantially wealthy when you buy the business from him for the purchase
price, but he might not be able to indemnify that.

Dale:

Yeah.

Eric:

Or, he might just take off, and you’re stuck.

Dale:

But, the way he’s willing to hold two million dollars of the purchase price.

Eric:

Yeah, but again, while that’s strong, remember, you’re talking about the stock
purchase price. He’s trying to sell you stock.

Dale:

Right.

Eric:

Who knows what lien is going to be slapped against him?

Dale:

You’re right.
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Eric:

It’s like there are a few layers to this system, certainly. There’s a few red flags
that go up in my mind from what I’ve learned, and I was going to say if he
wants you to take the receivables, then I would say, “Listen, I will make your
life easier. I will take the payables.” Like I said, he may be paying cash on the
barrel head. You’re going to say, “Listen, I’m buying the company. We’re
going to go forward with this. I want you to negotiate the credit terms possible
to your suppliers.”
Have him do it before he leaves. Leave you that legacy so that when you get
products, you don’t have to pay for them for a considerable period of time. So,
you can work with supplier money, right?

Dale:

I don’t think that’s a big deal because in six million dollars sales, the
inventory is only $55,000.

Eric:

True, okay, and what are his receivables? How much are those?

Dale:

$700,000.

Eric:

Okay, the thing with $700,000, now, standard amount, is it usually around that
range, and he has receivables around that every thirty days or sixty days. I
don’t know how it is. How often is it?

Dale:

It’s constant, I think. I’ve got to check on that.

Eric:

Find out about that. Find out about – remember the thing about exceptional
year. Find out if he’s had a spike in sales this year. How long has this been
around?

Dale:

Since ’98.

Eric:

Five years.

Dale:

He had a 37 percent growth for the last three years for each year.

Eric:

They’re ramping. So, you’re not going to see some spike where they did
something one time and it’s never going to happen again. So, it’s the value of
that client or whatever.

Dale:

Right, no, it’s been growing up and there’s no large clients. They’re all about
the same size.

Eric:

Is there anybody getting more than a quarter of their business or anything like
that?
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Dale:

No, nothing.

Eric:

I’m going to say that, Dale, and I’m just saying it – we’re like a brother hood
here. We’ve got to try and get things done. I’m going to harp on you on this.
I’m going to say it one more time, check into what his credit is like. He may
not be using it. Remember, home builders, remember this came out, home
builders borrow money short term for like fifteen to eighteen percent.
Remember?

Dale:

Yes.

Eric:

If you work your payables right and you don’t owe money for months, you’ve
got hundreds of thousands of dollars in the banks, you can make hundreds of
thousands of dollars off of that money. You’re getting more interest than
you’re paying. That’s two percent interest, one percent.
Like receivables, you can really turn that into some other things. You can use
that to be able to do some things that maybe – like buy into other business and
other things.
When you have a ton of money, there’s a great deal of stuff you can do with
it, and so keep that in mind. Payables is big. Art talks about it, and he touches
on it and other things and that’s a huge field.

Dale:

I think the biggest – see, there’s manufacturer reps involved in this, and I
think the greatest part of expenses is their commissions. I don’t know how to
change that.

Eric:

You need to explain the structure of that though. Remember the hidden
assets?

Dale:

Yes.

Eric:

The stuff Michael’s talking about. That’s a hidden asset right there. People
like to get paid, and remember if this business is sold, does that mean the
arrangement with the reps is going to stay the same or you’re not going to go
do business with somebody else? How do they know that you don’t have
somebody else lined up? You need to use that.
I was reading about a guy that went to buy a liquor distributor, a large liquor
store, and he went to the distributor for the store he went to buy. He explained
to them – the distributors do not share information with each other. It’s like a
war. It’s like Pepsi and Coke, and a lot of industries are like that. They don’t
share information together. They don’t really know indepth what each other is
doing, and so you play them against each other.
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So, it’s like you go and you say, “Hey, I really want to do business with you.”
Make sure you know who the reps that are involved, and find out what other
reps there are that do the same thing. So, you can have an ace in the hole and
say, “Look, I’d like to continue to do business with you, but this is the way
that I am used to doing this or that, and these are the things that this company
is willing to give me.” You need to be in the same playing field.
If they want to cut their nose off to spite their face, I don’t think so. It’s like
brokers commissions. You want to pay people what they’re due, but the fact
of the matter is if a business gets sold, that’s great. Then the broker makes a
commission. If the business doesn’t get sold, the broker doesn’t get jack.
So, it’s in the broker’s best interest to sell the business to make the money
whether he gets paid out in one lump sum, or just paid out over a year’s time
or whatever. They’re still getting money they wouldn’t have got. So, it’s like
all those relationships that he has, he has them, but that doesn’t mean that
they’re the best ones. Do you know what I mean?
Dale:

Yes

Eric:

He might just be doing business – just like someone with your real estate. I
can come across opportunities, and the person has a big apartment building
and he hasn’t raised the rent for fifteen years because he’s friends with half
the people. Now, does that mean – does he have a profitable way to do
business? Yeah, they’re making money. Are they doing it right? No. Are they
caught up in the friendship thing? Yes. Are you? No, you don’t know those
people. You don’t know anybody. You’re going in clean. You’re a big time
investor. You’ve got money and you’re here to make money, and you’re here
to have a business relationship and it may not different if they’re not willing to
work with you and show good faith.
So, it is all those things are going to add real value to that company and put
real money in your pocket. The reason I’m saying that – this is what I’m
telling you, this will give you the mental leverage, the mental confidence to go
in there and talk shop with these people and let them know you’re not
somebody to be played with without being adversarial. You’re just bringing
things up and you’re asking questions like that and making the person think,
“Wow, this person is – this is a substantial person. This business won’t close.”
I mean, it’s interesting. It’s really psychological. I really enjoy it. It’s been
such a big education. I’ve learned so much. I never knew any deal with
business. I thought I knew business. I know jack. I mean I know how to be a
good employee, but this is a shift for us being the owner and that’s a whole
nother skill set there that most people just do not have. How much do you
know? I didn’t go to college. I graduated as a junior from high school.
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Michael: I’d love if we could continue and play this out because Dale if you go down
there and it looks really promising and things look like it works out, and we
could take this and do an audio case study all the way to your ownership. That
would be awesome.
Dale:

Yeah, I’d love to.

Michael: Okay, guys, well, this has been wonderful. Talk to you guys later. Bye
That’s the end of this recording with Eric and Dale and I hope this has given you a new
perspective on Art’s system. If you need anything at all, please don’t hesitate to call 858274-7851 or email me at Michael@MichaelSenoff.com.
There’s an interview in this section of the audio recordings at HardtoFindSeminars.com.
It’s with a business buying expert. His name is Art Hamel. If you go back to my site,
HardtoFindSeminars.com and go to the products section along the left side in light blue,
you will see a list of topics. Look for the one that it 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.
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How to Buy A Business With No
Money, Credit, Or Prior Business
Experience
Learn ...
How to value a business
The truth about government funding.
How to buy a business with no money of your own?
How to value a business using a third grade math formula.
How to determine if there are unpaid bills before you buy.
How to value the “public good will worth” of a business before you
buy.
· How do you keep employees from jumping ship after the sale.
· Why everything you have ever been told about business is a big lie.
· Learn Art’s best technique for finding profitable businesses.
· Why never to trust a business brokers?
· How to get the banks to work with you as a last resort
· How to get 100% financing for existing businesses?
· The truth about business plans.
· How to find good managers/directors to run the business for you?
· How much involvement you should have in your new businesses
·
AND MORE

ART:

In my experience with the companies I’ve owned, we had a
hundred and some thousand people that went to our seminars in a
fifteen-year period, plus all the tens of thousands of peoples I’ve
worked with outside of those areas. So, this is not based on some
fantasy I have or something I read in a book. This is based on
actual experience.
What you’re going to find is the easiest thing to do is use investors.
In the first 25 years I was in business, I got owner financing. I got
bank financing. I had vendor financing. I did all sorts of things. But,
what happened was, I didn’t realize there was investor financing.
The only reason I got into investor financing and got investors to
invest in our companies, about 25 years ago, we decided to go to
Mexico. Nobody was going to finance anything in Mexico. Even
today, they won’t. So, I had to go back to investors that we had
and talk to them. I didn’t even realize that they would do something
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like this. So, I just sort of lucked into this. The last 25 years, we
have never gone to the bank other for a line of credit. We don’t ask
for owner finance. We pay 100 percent cash on the deal which
means that the seller gives us a better price than a small cash
price. We don’t have to qualify. We don’t have to give our financial
statements. We don’t have to do anything. In fact, the average
seller will tell you one thing, if you give me all cash, I don’t care who
you are or what you are – in fact, if you have a pet rock that you
want to put into manage it, that’s fine with me as long as you give
me all cash.
So, what happens is if you bring an investor in as opposed to all the
other types of financing, it’s a lot easier way to go. The other thing
is with an investor most of them will ride with you for four or five
years. In other words, if you show them what their share of the
profits going to be for four or five years, many of these investors do
not ask you to pay a return every month or every quarter which
means you have all the cash available in the business for a four or
five year period to expand it. It’s really a fantastic way to go, but I
want to tell you for the first 25 years, it never dawned on me
because I didn’t know how to find investors.
MICHAEL:

Here’s a question, Art, from Al Stauffer of West Des Moines, Iowa.
“Given the value of business includes the existing customer base,
what advice would you give on working collaboratively with the
existing owner to affectively transition those business relationships
to the new owner? And, there’s quite a bit of information or
propaganda on obtaining business fund from government sources.
Are the government programs truly viable sources for start-up and
expansion capital or is it just a bunch of hype?”

ART:

First of all, when you’re talking about working with customer lists or
customers with the seller, we usually start working with the seller
naturally before the close. The seller’s normally also going to stay
around for a month, two months, three months afterwards to help
you with the transition, but again, we don’t wait until the day we
close. We start doing it ahead of time.
Now, the seller’s not going to allow you to do that too many days
ahead of time because they don’t want the word out too much
before the close. The key thing is I, in all the years of doing this,
I’ve never had any trouble with a seller transferring this over.
Now, the other thing that happens is a lot of times when we’re
buying a company, the seller is either staying to manage it or
staying to run it, and the people in the area really do not know that
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there’s been a change in ownership. Now, sometimes the people
that are supplying, but a lot of times we’re talking about a
corporation and the corporation name is “ABC Corporation”. The
new corporation is still going to be “ABC Corporation” so, it’s not
something that in the 50 years I’ve been in business that we’ve
really had trouble with, but it’s something to consider.
MICHAEL:

Do you work across into the contract to anything that keeps this
smooth transition?

ART:

Well, it’s such a smooth transition if there’s something that the
seller does not bring up that causes you to lose that customer or
the customer is endanger of leaving, and find out after you take
over, there’s always a paragraph in there that covers that, and the
seller also realizes that they’re going to have to give part of the
money back if that is the case.
See, the thing we have to keep in mind, and I found this in the early
years of teaching and of being in business, most people have a lot
of thoughts about the negative things in business. They have a – I
used to ask people, “Make a list of 50 different things that are going
to keep you from succeeding in business”, and what happens is
people write down all the things they’ve heard from their mother,
their father, all the scary stories out there, and I tell them to take the
list of 50, put them in a drawer or safe deposit box, and then after
you buy the business, take the list out. In all the years I was
teaching which 100 and some thousand people, I told every one of
them, “If any one of you run into one of these things that come up
that you wrote on that list, come back to me because none of them
exist. You’ve all held back and you have not succeeded in business
because of things that aren’t true”, and incidentally the things that
aren’t true really relate to people that have trouble in business. The
people that are successful in business, don’t go out and complain.
So, all you hear about is the feedback from the different people that
have screwed up some.
The other thing you had asked me about, you asked government
financing. Well, you have SBA loans – Small Business
Administration loans which are guaranteed which come and go.
Those are usually up to a million dollars. We don’t work on
businesses that small, but I have assisted people over the years
with this, and if you go that way, you’re going to find that it’s
actually easier to go to a bank and get the bank to give you a loan.
You go to the bank to try to get an SBA guaranteed loan. In other
words, if the business thing you’re doing makes sense, the bank
will actually lend you the money on the same terms as you could
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get with government financing, but there’s a lot of people out there
that sell a lot of seminars based on showing you all these great
techniques that you have for getting government financing. You
ought to just forget about it because it’s just a waste of time.
MICHAEL:

You’re saying business under a million, it is possible to get
government financing, but there’s so much red tape, it’s easier to
do it through a bank?

ART:

Yeah, because what’s going to happen is let’s say you get a million
dollars, the business itself should be enough security on that, but
what happens is they’re going to ask you to put your house up, your
car, your kids, and everything else. It’s a very tough way to go. If
you want to check, just go to the government and ask them for their
sheets that you have to fill out, what you have to perform to get that
loan.
Again, unless you’re buying a large donut shop, it’s not worth going
after. Those are not big businesses because the problem is they
put you in a category of business. They’re going to drive you nuts
and turn your hair grey, because as I have always found, if you go
after a business that nets over $250,000 a year, and they’re easier
to finance then the smaller ones, you’re going to find that the
manager of your company is going to call you and bug you all the
time because he’s going to be making enough money, but he just
considers you a hindrance.

MICHAEL:

Here’s a question from Alan Watson – “How do you find out that the
person selling the business does not have a similar business in a
different location which allows him to doctor the books and stocks,
et cetera to make the business they are selling look better?”

ART:

I have run into that a couple of times, and I was thinking of one
here in San Jose, California. There was a taxi company. The guy
owned two taxi business, and I was only aware of one of them. First
one in, there was one taxi company, and I noticed on one of them
there was no labor. What he was doing was he was pumping all
the labor costs into the other business which was showing a loss,
and that business that was showing a profit which he was trying to
sell there was no labor costs.
So, what you have to do is you have to be very careful. Now, the
thing is when you go in and check books and go through all the due
diligence that you normally go through with a good CPA or
somebody else that’s assisting you, you’re going to find that during
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that 30 day period which is the normal due diligence period, all this
stuff normally comes up.
Also, you’re going to find as you ask the seller a lot of questions,
the seller has a tendency after a while to start confessing. If you
don’t ask anything, you won’t get any extra information, but if you
continue to check and do your due diligence, almost all this stuff
comes up.
MICHAEL:

Okay, so in the research stage, if you’re doing your job, you should
be able to determine these kinds of things.

ART:

Yeah, all the ones that I’ve run into have come up in the first couple
of days. In other words, but unless you’re very naïve, they’re going
to be very apparent to you when you start checking or talking, even
when you start talking to the owner.

MICHAEL:

Here’s a question from Albert Franklin in Modesto, “Are there
businesses that can be had for no money down?”

ART:

Okay, first of all, when I was teaching classes, everybody accused
me of teaching how to buy business with nothing down, there’s no
such thing. Now, can you finance a business 100 percent? Yes.
Can you get a business with nothing down? No, because in all the
years I’ve been doing this, I’ve never run into a seller that will let
you in – I’m talking about not a dog, not a turnaround business, but
a normal, good business. I haven’t found any that will let you in with
nothing down. It just doesn’t exist, but if you find one that makes
sense and it’s large enough, you can finance it 100 percent or close
to it, which is basically the same thing.

MICHAEL:

Here’s a question from Mike, “I have looked at buying a business
many times. Many are selling a job not a business, requiring
financing that I currently do have.”

ART:

What you have to realize when you’re working with investors say as
an example, the whole life changes because when you go in and
you try to get owner financing say as an example, the owner’s
going to qualify you, the owner’s going to ask for extra collateral on
these things, all sorts of things. They’re also going to look at you a
lot differently.
Now, when you come in to buy a business, you have an investor or
investors, you’re basically not asking for financing. You’re paying all
cash. So, you don’t have to go a bank. You don’t have to through
the seller. What you do is you have to talk to the investor, and all
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the investors – not all of them, but say 99 percent of the investors
that I work with – are business owners. So, they’re not using ratios.
They’re not banker mentalities. It boils down to one thing. If they
thing that you’re doing makes sense, and if you and the investor get
along, you like each other, you’re going to find you get the money.
The most difficult thing is getting off your duff to go out and find a
business, a good one that makes sense. That’s the most time
consuming and the most difficult thing.
MICHAEL:

Here’s another question – there’s a lot of talk out there that there’s
an average value of a business. Is it 2.3 times the net revenue for
some or others? Or is it just one year’s annual revenue net? What
is the formula or is there one?

ART:

Okay, the one thing you have to worry about is when you get
involved with people that want to use annual figures because all the
times they’re trying to use annual sales not nets, and don’t ever get
trapped into buying a business based on the amount of sales they
have because it could be doing a couple million dollars a year and
not make any money. Why would you want to buy something like
that?
What you have to do is you have to get it back to net profit or
EBITDA or whatever you want to call it. I don’t want to get involved
in what that means, but what is the cash flow of the business? And,
what you’re going to find is the multiples, the magic multiples that
you have against net profit change. In other words, you’ll find a
business that’s selling for say 300,000, a smaller one, and that one
may be one or two times net. You get up over a million; you may
find the same manufacturing business will go for four to five times
net. So, what you have to do is you have to get out there to get the
category you’re going to go after, and then start doing your
homework to find out what the market values are within that range
because it varies by size. It varies by type – it could be
manufacturing, distributorship, or a retail business. So, there’s all
different multiples, and what you have to do is find out what the
average category, but once you get out there and start looking at a
few of them, it’s going to become apparent to you what the going
rate is for that business.

MICHAEL:

Where can you find those values?

ART:

There are books that are put out by business broker associations.
So, if you know a business broker, you can ask them to look at their
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catalogue, but those are mostly gross multipliers are opposed to
net.
What you do is you go out and find businesses that are for sale,
and basically you use that as a guide. In other words, we just
looked at ten businesses for sale. We just experienced five
businesses that have sold. We now are going to have a range of
what they sell for, and you’re going to find they’re pretty much in the
same category.
Now, if you find other ones that are trying to sell for larger multiples,
I think you’ll notice that they don’t sell, and then eventually the
seller will get to the point where he adjusts the price down to what
the market is.
All the information is out there. It’s not difficult to get. It’s mainly
going out and looking at categories because a multiple in California
for a certain type of business might be different than it is in Akron,
Ohio. So, find what it is for the area you’re going into.
MICHAEL:

“Dear Michael, hello again from Seoul, Korea. Here are my
questions for Art.” Here’s three questions. Let’s just take them one
at a time. This is from Charles Jenkins. Number one – how do you
determine if there are unpaid bills and/or not so goodwill in
determining the fair purchase value of a business before making an
offer.

ART:

When we offer to buy business, there’s two things you’re going to
find. Number one – the seller is not going to divulge and let you go
involved in a lot of the information he has before you make an offer.
So, what we’re normally doing, 99.9 percent of the time, we go in
and offer a letter of intent. In other words, I the buyer offer to buy
your business for $500,000 with the following terms and conditions.
It’s a non-binding contract. I’m asking you to let me have 30 days to
go through a due diligence period. At the end of that time, we’ll sign
a contract.

MICHAEL:

Do you get any money down at all?

ART:

Okay, on the due diligence, the broker of the seller would love to
get down payment money on a due diligence contract, but it’s not
done.

MICHAEL:

Is that what this? A due diligence and a letter of intent is the same
thing?
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ART:

No, the letter of intent covers the due diligence period. So, what
happens is we will put up a down payment when we get to the
contract period which is what we’re doing in that area.

MICHAEL:

You have 30 days to explore.

ART:

On the average of 30 – we have some that say, the owner or the
broker doesn’t provide us with very much information. We get two
sheets of paper on a large business. We might have to ask for 60
because we’re going to have to put together information that should
have been provided for us by the broker or the seller. So, we’re
basically putting together a business plan. Hopefully, the broker or
the seller will have put that together, but if we have to put it
together, it will delay the close, but we usually are able to explain to
the seller and or broker the reason for it.

MICHAEL:

Do you find the business seller usually wants to hold back that stuff
and you’re usually required to push them for more information in
that research phase?

ART:

You know the simple thing, if you stay away from turnaround dogs
and sleazy sellers, and your gut level will tell you that, if you buy a
good business making a good profit, the seller is very glad to tell
you exactly what he’s doing. He’s going to be bragging about it.
The only ones that hide it are the ones that they own a restaurant,
and is going to tell you about the skim they have. These never
exist, and other type things. But as soon as you run into somebody
like that, what you should do is walk away. The average person is
going to give you all the information. Not getting the information is
the exception.
For those of you who worry about that, get away from the worry. Go
out and look at a couple of businesses as if you’re going to buy
them and see what happens. What you’re going to find is the
average seller is a nice person to work with and is going to treat
you very well because he or she who has the cash does the talking
so, you’re going to find them very willing to do that and very willing
to give you all the information. Again, it’s the exception that we’re
talking about right now. I don’t run into it very often.

MICHAEL:

Okay, here’s another question from Charles Jenkins. “How do you
keep any valuable employees in the company you buy from leaving
to join a competitor when they learn the business is being sold to
someone they might not know?”
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ART:

Okay, what happens is when you worry about employees leaving,
we just management contracts, and your attorney can help you
draw the thing up. Now, keep in mind, when you’re doing this, be
fair because what you’re trying to do is keep the employee, and
you’re also trying to keep from getting hurt because what’s going to
happen is if you have an agreement with your employee and your
employee decides to leave or do something wrong, you’re going to
find the contract you have with them when you go to court is going
to be looked upon by the court as protecting the employee, not you.
So, the employment contract or management contract whatever
you want to call it, is basically in favor of the employee, but it makes
them feel good. But, if you’re going in, you may say, “I have three
or four key employees. I better make sure they stay.” Well, I have
done that in the past, but I have not done that recently because I’ve
gotten to the point where I realize that if I treat the employees well,
they don’t leave. I can’t remember the last employee we had leave I
mean anyone. We treat our people well. We give them above
average wages. They get above average pay. We treat them very
well, but again it’s one of those things that you read about and
people worry about that doesn’t happen.

MICHAEL:

So, let me ask you, I’m just confused. This management contract –
are you suggesting is, I’m looking at buying your business, Art, and
you’ve got key employees. Is this something that I get your
employees to sign or you get them to sign? I don’t the
management-

ART:

The buyer negotiates it with the employees of the seller.

MICHAEL:

The employees after the business is sold or before.

ART:

You’re negotiating it before because if something comes up – you
can’t negotiate it afterwards because you can’t tell how it’s going to
come out.

MICHAEL:

I see, so you would ask the owner of the business to talk to the
employees about this.

ART:

Right, but only key employees and again, the seller always worry
about one thing. They worry about the fact that the work’s going to
get out, the employees are all going to leave, your customers are
going to drop you. So, you have to be very careful doing this. So,
what you do is you set the thing up to talk to whoever the key
employees are, who you think they are, and do it that way.
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Now, we’ve had some cases also where we have signed or put
together the management contract after we takeover, but that’s
dangerous.
MICHAEL:

The owner of the business before he sells it would ask those key
employees to sign this management contract.

ART:

No, what would happen is the owner would set up a meeting
between the buyer and the employees, and the buyer and
employees would negotiate. It really has nothing to do with the
seller.

MICHAEL:

Okay, you just have to feel it out.

ART:

Yes.

MICHAEL:

Okay, here’s another question, “Hi Michael, as I’m just putting up a
business for sale site, this topic is of extreme interest to me. So,
two things – one with all the financial scandals involving
corporations and accounting firms, how can a buyer protect
themselves and get to the truth when examining perspective
businesses?”

ART:

There is a standard check that all CPAs go through because what
happens is you get in there, say you even make an offer or a letter
of intent, you’ve already usually have three or four years of profit
and loss, balance sheets, other information on the company. So,
you’re doing that type work and then after so many days or so
many weeks, you sit down with the seller and you draw up a letter
of intent. In other words, it’s a skeleton of the price I’m paying, what
the terms are, how long the owner will stay, maybe four or five
things, and also spelling out the fact that we’re going to go through
a due diligence period. I’m going to be looking at the business. I’m
going to be going through it in detail. I’m going to be around. The
seller, “My god, it will scare the employees.” “Fine, tell them an
insurance investigator or something like that.” But, they have all
sorts of things that they say, but what you have to do is you just do
your homework, but if you don’t know what the homework is some
time you’re going to have to bring in a CPA, an accountant but
usually a CPA, and usually you’re doing it toward the end of the
deal because you don’t want to have that cost and have the deal
falling apart.
But, once you bring the CPA in, they’re going to be able to tell you
what you should be looking for and then they’re going to tell you
what they’re looking for when you go through the books.
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MICHAEL:

That question was from Dawn Broder. Okay, here’s another
question from Doug Graham, “Hi Michael, I’d like to ask Art what is
his best technique for finding profitable but undervalued
businesses.”

ART:

Okay, first of all you have to get this undervalued out of your head
because you’re going to find the return you get on the money
you’ve invested and time you’ve invested and the investors invest,
is going to be very good without going after underperforming
businesses because if you see that, you’re looking for dogs, and
you’re going to find in going after a dog or a turnaround or
underperforming, you’re going to find that even if you solve that
problem and you get your picture in the paper, and the put you in
“Inc” magazine, I’ll make you a bet on the next three or four that
you work on, you go bankrupt and you dump every one of the
companies that you have.
It is less expensive and less worrisome and troublesome to go after
good business. You don’t want those.

MICHAEL:

Here’s a question from Grant Siegel, “Do you know of any good
businesses brokers in the Midwest specifically Indiana?”

ART:

He’s talking about business brokers. I’ve been in this business for
all these years and I’ve worked with a lot of business brokers, and
the problem is trying to find a good business broker is almost an
impossibility. I never in my life, had ever recommended a business
broker. The reason for that is there’s very few out there that are
very good, and I do not want to get in the position of referring
somebody and you get screwed on the deal, and then you come
back and sue me because I gave it as a reference.
I have met so few out there that I consider legitimate or know what
the hell they’re doing, that I can’t get a recommendation, but what
happens is if you go out in the marketplace in Indiana and start to
check on businesses that are for sale, you’re going to find that most
of them are going to be listed, the better ones, by brokers and is
you go out and look at a couple of them, it’s suddenly going to
dawn on you after a couple of weeks who you’re getting along with,
who’s going to give you the most assistance, and who is doing the
best job.
One of the problems you have with business brokers, they try to
qualify you financially or experience wise, and so what you have to
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do is you have to get in your head ways to get around that so they
don’t end up intimidating you.
MICHAEL:

Can you give us an example of one or two ways to do that?

ART:

Well, you know, I’ve been thinking about that and it suddenly
dawned on me that when I go out to buy a business, there’s two
things that I have that’s beneficial to me. Number one – I’ve been
doing this for 50 years. I’ve owned many companies. So, when I go
out, nobody’s going to challenge me or nobody’s going to say,
“Well, what experience do you have?” They know or I can prove to
them that I have experience.
The next thing is the money. I know I have access to the money. I
either have the money or I could access it. I’m looking very positive.
What you have to do when you go out there if you don’t have any
experience at all, you better get a couple of people on your team
that looked it so that the broker and or seller is going to look
favorably upon you.
Now, if you’re paying all cash on the deal when you buy it, the
seller’s not going to look at you at all. Either is the broker. All
they’re going to do is look at you as a piece of meat. In other words,
you’re somebody who has X number of dollars to buy this business
– all cash – and that’s all they care about.

MICHAEL:

That makes sense. Here’s a question from Glen Gobel, “I need to
know how to value a business. I am an osteopath and want to buy
other practices. There’s not much in the way of fixed assets, so it is
goodwill et cetera. I also want to buy these with as little of my own
money as possible. How do I get the banks to work with that idea?”

ART:

Okay, let me work in reverse. With medical practices, you can get
financing through the bank, but also with medical practices, it is
easier – probably the easiest type area to get investors in because
a lot of the investors are in the business or in the health field, and
they’re interested in putting more of their money in other practices
or other businesses in that area.
When you go out to buy a business, you want to look at it from a
returns standpoint. The average business, and I don’t mean a little
donut shop, but the larger businesses – I don’t mean General
Motors, I mean the ones sort of in the middle – usually have a
return of 25-33 percent return on the money.
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Now, what does that mean? That means if you’re buying a
manufacturing company and the thing is priced at four or five times
net, that means you’re getting 20-25 percent return. When you get
into service businesses, instead of paying four or five, they’re
usually going for three times net. Now, keep in mind, it depends on
the size of the business. So, you’re going to find the same
manufacturing business or distribution company may sell for one
and a half to two to three times what a service business goes for.
You’re also go find on the low end, even with medical practices,
that a lot of times they’re being sold for one time the net.
So, what you’re going to have to do is check the market in your
area for the type business you’re looking for, and try not to use
averages because you’ll end up fooling yourself. Go out and check
the market. See what’s available, what’s selling, what has sold –
use that as a guide or you’re going to overpay seriously.
MICHAEL:

Here’s another question for Jason Seprick from Perth, Western
Australia. “Hi Michael, I have a couple of questions for Art. Your
original interview with him is one of the ones I enjoyed the most on
hardtofindseminars.com. Number one – do you believe in buying
businesses which fit into a buying cycle of the consumer? For
example, a business that fits well with baby boomers right now or a
biotech/vitamin business for the aging population?”

ART:

Okay, now I have people I work with that go out and go after
businesses that way. They go out and take categories that they
think are hot today, or let’s say I buy a business. The average
business I buy nets between a million and two million dollars and
have for the last couple of years. When I go out there, I’m looking
for manufacturing with a product.
Now, sometimes we’re getting into something where the product is
hot and ready to go now, and other times it isn’t. If you want to go
out and target companies that are in those growth areas, that’s fine
also. It’s just that it becomes a little more difficult and you’re going
to have to widen your scope because you may be in Indiana say,
as an example, or Australia, and you may find that the business
that fits what you’re looking for is a long distance away.
Now, keep in mind, if you go after a large enough company, and
let’s say it’s making 500,000 or a million dollars a year net profit,
you’re going to find that your management is going to be paid X
number of hundreds of thousands, 150,000 dollars a year. That
manager’s not going to bother you.
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So, can you manage it from a distance? Yes, in fact, that’s what I
had done for the last 25. I have not worked hands-on for any
company. If you want to keep from getting grey and old before your
time, consider not being a hands-on manager because one of the
best things that happens is you don’t have people bugging you all
the time because you’re not hands-on. There’s a manager there
that takes care of the problems, and the other things is if you
decide you want to own more than one business, it’s very difficult
when you’re running one of them yourself.
Once you pull away and don’t run those businesses, you’re going to
find that you own multiple companies. You’re going to have less
stress than the average guy with the little donut shop. My
experience with the companies I run – we have a hundred and
some thousand people that went to our seminars in a 15 year
period plus all the tens of thousands of people that I have worked
with outside of those areas. So, this is not based on some fantasy I
have or something that I read in a book. It is based on actual
experience.
MICHAEL:

Here is another question, “I know you’re not really in the seminar
business anymore, but can anyone who purchases your course
through Michael contact you for advice, clarification, or would you
rather the material speak for itself?”

ART:

The material is going to have to speak for itself because I don’t
really want to get involved in that, and just take this other as an
example. We have investors available that we can help with which
we charge a fee for, but the thing we have to worry about I’ve
talked to Michael about this, we have a lot of people that just want
to talk. The problem is although I have the time and I love working
with people and I do work with people that just want to talk, there’s
a lot of people out there that are time-wasters. So, I’ve talked to
Michael about the fact that if somebody wants to come back to me
and just rap and talk, they can do it for $150 an hour. If then decide
to go ahead a buy a business and I help them with the financing,
we’ll refund all their money that they paid on the deal, but the key
thing is, again, I found this out in the seminar business years ago,
there an awful lot of people out there that don’t want to do anything
but just want to talk about it, and I’m getting too old for that.

MICHAEL:

That’s fair. Here’s another question from Jeremy Wood, Freeport,
Michigan, “Hello Michael. I’m excited to hear that you’re doing
another interview with Art Hamel, and can’t wait to hear about. I’ve
bought the course a few months ago, and I really liked it. I’m ready
to get rolling again with buying real estate and or a business.
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Question for Art – what do you do as far as a business plan goes
for the business you’re buying? Do you take the information on
what the company currently is doing and then add what you intend
to do? Will lenders or various sources want to know very much
about me the person buying the business?”
ART:

Okay, the business plan – If you’re lucky enough to find a broker or
a seller that has put together a business plan which you can use to
buy the company or get financing or whatever, you’re going to be
very lucky because a lot of times today, they only put together two
or three sheets of paper, and then if you need financing or you
need an investor, you’re going to have put together a business plan
which is going to take you a couple of a weeks or a few weeks. You
either do it yourself or you’re going to have to hire somebody for
five or ten thousand dollars.
If you want to do it yourself, there’s a number of programs at your
library, just go in the business section of your library, and there’s a
number of programs. They’ll have CDs. They’ll have computer
programs – everything that you can use to put together a business
plan. But, if you decide to go out and raise money and don’t put
together a business plan, the chances of you getting the money is
zero and none.

MICHAEL:

Here’s a question from Mac from the United Kingdom. There’s
actually three questions. We’ll knock them off one at a time. “How
do you find a good manager or director to run the business for
you?”

ART:

Okay, first of all, if you’re starting a business from scratch, that’s a
very important thing, but if you buy an existing company that’s been
around five, ten, 15 years and it’s doing very well, most of them are
managed. Now, there are some out there where the owner’s still
running the company. If the owner’s still running the company, and
he’s hands-on in there, what you’re going to find is there will be
other employees that you can move up. In other words, you can
hire from within.
You’re also going to find that a majority of the companies are being
managed by somebody other than the owner. I mean, if you go
after something that’s good, what you’re looking for is you’re
looking for an owner that plays golf full-time and never shows up.
You don’t want to go after a business where the guy’s there 80
hours a week. I mean, who wants to own that? And, what will
happen is you’ll find usually within the company somebody running
it or whatever. You’ll have the manager you’re looking for.
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Now, can you go out into the marketplace during your due diligence
period before you close escrow? Yes you can. Can you find a
manager? Yes. Are they easy to find? Yes. If you go out and buy
a good business, and you’re willing to pay a good salary or fair
salary to somebody, trying to find somebody to run that company is
not going to be hard at all, but keep in mind this doesn’t happen
very often. I can’t remember the last time, we had to go out and hire
a manager and I’m talking the last 20-25 years.
MICHAEL:

Okay, great. Here’s a question from Michael Morales. Michael
Morales actually remembered you and went through your course in
the mid ‘80s, and he asks, “How should a-“ Isn’t that wild?

ART:

I feel old. I go to national meetings that went through it before that.
So, that means – I tell people I’m only 37 they know I’m lying.

MICHAEL:

Well, he remembers you and he remembers your course and said it
was great, but he’s got a question, “How should a buyer protect
himself from overpaying for a business? Generally, a buyer will give
seller carry-back financing that is tied to the income and the profits
that the seller promises. If the business as the seller says it is, then
the seller loses out on getting paid all of their money rather than the
buyer losing out.” Does that make sense?

ART:

You have to do your homework. You can put your arm and give the
seller a big hug. You can look at the business, but take everything
with a grain of salt. What you’re going to have to do is check
everything out that they give you, verify it. On the numbers, you’re
going to have to bring a CPA in to check four years whatever it
happens to be. What you’re doing is you’re doing your homework,
you’re checking it out, take your time. And, what you’re going to find
is all these things will pop out. And, once you go through your first
business even if you don’t close on it, you’re going to find by the
time you get to the second one the next week or the week after, the
same things are going to pop up. By the time, you’ve gone out to
look for maybe a month, and you’ve looked a number of
businesses, the same things will keep happening over and over
again and you’ll find you can believe how smart you get, how fast.
But, quit worrying. What you have to do is quit letting all these
things bug you and go out and check the market, but most of the
things you brought up today, Michael, these things really don’t
happen, but they’re part of the 50 everybody always worries about.

MICHAEL:

It’s just fear.
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ART:

I know. I went through this at the beginning, too, but I didn’t have
anybody to talk to. I overcame the fear by screwing up.

MICHAEL:

You mentioned you want to get a CPA to check the numbers out.
So, you recommend if I’m analyzing several businesses, I should
hire a CPA and say, “Look, I’m interested in buying some
businesses”, and contract them to review the numbers for me.

ART:

Okay, no, you don’t really have to do that. Once you start going
through this, if you have an IQ over 20, you’re going to start to see
a partner on the PNLs and balance sheets, profit and loss and
balance sheets. Now if you need some help on description, that’s
okay bringing a person, but what we try to recommend is don’t
bring the attorney and the CPA in until you’ve gone far into the due
diligence period because you may find that three or four of them fall
apart and you end up with a large CPA and attorney bill.

MICHAEL:

So, do it yourself?

ART:

Well, as much as possible. Keep in mind, what you’re trying to do is
keep your cost down because what will happen is you’ll run up
these large bills and you’ll find a business that you don’t really
want, and you say, “God, if I don’t close on this, I’m in trouble.” So,
you end up buying something you didn’t want.
Now, if you’re buying a good company, the average CPA and
attorney will roll along with you. They’ll say, “Okay, you’re going to
go through four or five. I’ll bill you on an ongoing basis, and then
you can pay me after you get your business.” So, you don’t have
that expense as you go along. But, you also don’t want to build up
expenses because it might take you a while, and what you have to
do is take on as much as possible checking out the business. In
other words, learn how to do it. And, again, just by going through
three or four, you’re going to find you will be amazed how smart
you get from business to business.

MICHAEL:

So, it’s basically you need to do it yourself, and learn how to do it
yourself and do it right.

ART:

That’s right, and when you take over the company, don’t you want
to know something about profit and loss statements and balance
sheets, or you’re going to be in big trouble.

MICHAEL:

The course that I sell goes over all that specifically on how to do
that.
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ART:

Well, that was the purpose of the course in the beginning. We had
a lot of people coming to us because I was just basically a business
owner and talking about all these problems, and I said, “We need a
program out there which we put in the course.” Basically just to
blow away all the crap you hear about businesses, and that’s what
the program has ever done. It blows the crap away, and let’s you
see what is really there, and then do it on your own. And, again,
after working with all the people I’ve worked with over the last 50
years, it’s amazing to me that I haven’t met anybody that after a
short while doesn’t comprehend almost they’re looking at when
they’re looking at a business.
A business is not that complicated, and after looking at a couple of
them, it’s finally going to dawn on you, “Oh, this is not very tough.”

MICHAEL:

Well, speaking of the course, Neil Phillips from Cardiff, United
Kingdom bought the course and he has a specific question. He
talks about when pricing a business in your manual, in section 5.22,
you give a weighted value to the business based on net profit
value. What figures would you use now taking into consideration
inflation? And, he also asks, “Have you ever used these techniques
to buy businesses in the UK? If not, do you know of any one based
in the UK that someone should look for advice?”

ART:

Okay, first of all, that pricing was developed about 25-30 years ago.
Well, what we did at the time is to make sure that we did not have
to have problems because of inflation, because of tax changes or
different situations of different countries. So, that’s how the thing
was set up. We have not gone back to check it or do anything. I still
use it as a guide. Everybody I work with, they’ll use it as a guide.
Everything that we taught in that course is the same today as it was
when we first started many, many years ago.
Now, I’ve had a lot of people come to our program from the UK. I’ve
had a lot of people come from the Far East. In fact, we’ve had –
towards the end - we’d have large numbers of people from the Far
East that didn’t even speak English. They were sitting in the front
row with their translator, interpreter, and the thing was fascinating
because I always wanted to know how well I did. Every one of them
went out and did fantastically well. I was figuring, “My god, if you
can do it. You really can’t even understand the speaker.” I mean,
there must be something here.
What you have do, quit thinking things are different in other
countries. Now, I can’t speak for the UK. We have purchased
businesses in France. We have purchased businesses in Italy and
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Germany. And, I hate to say everything’s the same, but even if you
go to Mars, there’s only certain ways that you do profit and loss
statements, balance sheets among other things, and the people all
of a sudden, I mean, here in the United States we have a cross
section of people over the period of five years, ten years or twenty.
I have worked with people from every nation on this planet that
have been here less than a year, and I think I know England, in fact
I was just over there. I just got back from a cruise and spending
time in London a week or so ago. But, the key thing is if you get
involved in the details of pricing and you want to get it down to the
net, what you’re going to find is you’re never going to do anything.
What you have to do is go out and go more broad scope. In other
words, in England if we’re buying a banking company and the
priced that two times book value whatever that happens to be, the
net is the value in the area. If you’re going through the detail that
he’s going on this, all you’re going to do is waste his time. In other
words, this is a great study for an engineer or a mathematician, but
that isn’t the purpose of the program. The purpose of the program
is to go out and buy a business.
MICHAEL:

I hope you’re enjoying this interview with Arthur Hamel, please
continue to part two.

ART:

I had given up retirement. That was my eighth time. I really have
given it up. I’m never going to do it again. I’m in the process of
buying a couple of companies. I don’t know which one I’m going to
buy, but that’s what I’m doing.

MICHAEL:

We talked about that early. What are you going to do when you
retire?

ART:

I have tried. The problem is I can’t. My whole life has been tied
around businesses.

MICHAEL:

And you love it.

ART:

And, I love it, and I love the people in it, and I don’t like the retired
people.

MICHAEL:

You’ve got to do what you love. It’s not work. It’s your passion. So,
why wouldn’t you keep doing it?

ART:

That’s right. It is my passion. I didn’t think of that. I forgot about
passion.
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MICHAEL:

Here’s another question from Neil Phillips in Cardiff, United
Kingdom, “Have there been any changes in your thinking that you
would now include in the course if you were going to write them for
the new millennium?”

ART:

The new millennium really has nothing to do with the changes. I
mentioned it before, and the two things that have dawned on me
now as I look back is the fact that I really didn’t tie enough of getting
your head straight before you go out to buy a business. In other
words, getting your team, so if you don’t have business experience
that’s hanging you up, you’re going to telegraph it to the broker,
you’re going to telegraph it to the seller, and they’re going to get
nervous especially if they provide financing.
Now, keep in mind, if you’re intent is to go out and bring investors in
or some other way so that you don’t have owner financing, what
you’re going to find is the broker and or owner are going to backoff. They’re not going to really challenge you or question you on
that, and they’re going to give you a better price.
Again, I have never thought of it in detail – new millennium –
because what happens is I just go out and buy companies and I’ve
been doing that for 50 years, and I’ve been doing it the same way.
Have we changed anything? We worry about tax laws and things
like that or for working internationally what is happening in other
countries. But, the average person buying a business is not buying
General Motors so we don’t normally get involved in what you’d call
the big picture. I always tell people that would come to me and say,
“How about the big picture?” Let me tell you something. What you
have to do is quit worrying about things like this and go out and buy
a business.

MICHAEL:

Neal was actually – he said he was having problems and I pushed
him. I go, “Neil, give me your problems that you’re having.” And, so
he wrote to me this, and see how you’d answer this, he goes,
“Okay, the problems I’m having here is that the majority of people
sell their businesses through agents, and these agents have a
specific criteria of how a business is sold. The idea of being
creative with finance is not a concept that most people look at over
here.” This is in the UK. “They want the would be purchaser of the
business to put up all sorts of personal assets as a guarantee as a
way of financing the deal rather than either the guarantee be
against the business or the financing carried through the seller. The
same is true in trying to create nothing down property deal. This is
in real estate. So, the big problem over here is getting the creative
financing to work. So that is where the difficulties are. If any
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suggestions could be made as to how to overcome this, then that
would be excellent.”
ART:

Okay, I worked in the real estate market also internationally for over
30 years with top creative people in the world, and all I can say is
although they are a lot of creative things you can do in real estate, if
you want to be successful in business, you have to quit being
creative because what happens is the things you’re describing in
the country that you’re in is the same as the United States. The
brokers, they’re the people handling it for the sellers, all want a lot
of guarantees. In fact, every deal I go in on, if the person says, “I
might finance.” I’ll say, “Okay, let’s talk about financing.” And, by
the time we hit five, ten minutes into our conversation, I say, “Look
it is so complicated to try to put this together with owner financing.”
Now, the average business owner especially on the large ones,
over a million dollars say in price, I haven’t seen one in 30 years
that has provided financing. They just don’t do it.
Now, smaller business will do it because the brokers convince them
that’s the only way they’re going to sell. The broker also knows if he
handles small business, smaller businesses, that unless he gets
owner financing, he doesn’t ever sell anything. He can’t make his
commissions. So, this is a thing they’re pushing all over the world. I
don’t care where you go in the world, creativity doesn’t really cut it.
So, what you should do is figure out other ways of doing it.
Again, I hate to keep pushing investors, but you don’t end up with
all the qualifications, you don’t end up with all the harassments you
get, and if you walk in and you’re on the left side on the street and
your investors are standing on the right side with their strong
financial statement – the cash they’re going to put into your deal –
nobody’s going to get in your way. What you have to do is quit
trying to be creative especially with nothing down, or try to do great
things with banks without collateral. They’re not going to do any
business. They have too much experience.
Now, there’s a lot of creativity that’s used in real estate. I agree, but
a lot of this creativity does not transfer over to business.
If you want to test Art’s Business Buying System Risk Free

http://www.hardtofindseminars.com/Art_Hamel_System_Special_Offer.ht
m

MICHAEL:

What criteria is an investor going to work with you? What are they
going to need from you?
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ART:

Okay, well the key thing an investor’s going to want is information
on the company because it goes from you the buyer to the
business, and that’s what you’re trying to do. Say you filed
bankruptcy last year. If you go out and try to do something under
your name, you’re never going to be able to do anything.
Now, what happens is if your bankrupt last week and this week you
end up buying a business, what you’re going to find is with the
investors, you’re going to find the average investor is spending 99.9
percent of his time on the business because that is the thing. If
you’re also buying an existing business, even if you don’t have a lot
of experience or if you don’t have any in business, it depends on
how strong the management team is in the company you’re buying.
Bear with me, for those of you that worry about not having the
management experience or don’t have the money, there are easier
ways of doing it, and that’s all I’m trying to tell you.
Again, if you’re going out to banks, again, I haven’t gone out to
banks in 25 years, but the first 25 years of my existence I went
through all the same stuff. It’s like, “Here are these questions” it
cuts me right down to the middle because it brings back memories
of all the stuff I used to have to go through, how I had to qualify,
how they wanted my house as collateral. They wanted me to sign
personally. Do you realize that when you bring investors in you
don’t ever have to sign personally? You don’t have to put your
house up as collateral.

MICHAEL:

Here’s a question from Norman Halit, “Here’s my question. Let’s
turn it around a little bit. I’m in the early stages of building my
business, the third year, and I’m building it with the idea of selling it
to someone down the road. What should I be concerned with as I
build my business to make it attractive to a buyer down the road?”

ART:

The first two things that make it attractive to a buyer is increase in
sales and profit every year but very few peaks and valleys. The
other thing that is important that makes it very attractive to a buyer
is strong management. In other words, you’ve brought people in
maybe even beginner people, you’ve trained them, they’ve come
along, and you have a very good management team in there
because that’s the thing that carries the business forward.
What you’re trying to do is attract them. They’re not going to look at
the inner workings of your company. The other thing I want you to
keep in mind, and although I’m always talking about working with
buyers, the one thing I usually don’t talk about is the fact that
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probably 10 percent of our business over the years has been with
sellers, where the seller comes to us and says, “I have these great
buyers but none of them have any money. Do you have anybody
that will joint venture with them or be a partner?” An investor
covers a lot of different things because what you’re doing is you’re
trading them their money for part ownership in your company.
Believe me, it’s the easy way to go, and most of you who are
listening to this, if you think about it, you probably would have gone
to investors years ago if you knew how to do it.
Again, for 25 years, I didn’t know how to do it, and the only reason
I’m in that business and have those available is the fact that I
stumbled on it. I needed it for Mexico or not to Mexico.
MICHAEL:

Here’s another question. “My question for Art is a simple one. I
have an electronic component distribution business in Sarasota.
We are growing real fast and can’t get money from our bank
because they said our balance is too low. We are spending all our
available cash on product purchase. We are turning the money
over in 48 hours on our sales by using a factoring company, but
would like to finance the sale internally. But, that only leads to
more and bigger sales. We have a classic problem of too much
success and no funding. We could lose some big sales for lack of
capital. All our customers are large corporation like Proctor &
Gamble, Hilton, Hewlitt Packard, et cetera. What can we do?

ART:

I hate to come back with the same thing all the time. The easiest
thing to do on a deal like that is bring an investor in because
whether it’s a million, two million, five million, whatever the amount
is, there’s either one person or three or four persons that will come
in. Again, this is not going to be a loan, it’s going to be equity
financing. In other words, you’re going to give them part of your
company, and although a lot of you worry about giving part of your
company, most of the people that I work with, don’t want to own
common stock or stock in your company, they want to be in a
preferred position. They feel comfortable with preferred. If you own
the type of corporation that allows preferred stock, you’re going to
find they’re not in a voting position. So, even though you bring
investors in you still own 100 percent of the company. You don’t
own 100 percent of the cash flow.
One last thing I just want to mention, and I want to mention this
because there’s two different types of investors that we work with. If
we have a fast growing company, the last thing we want is an
investor, mom and pop, that need the income every month or every
quarter because then you might as well have financing. So, what
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we’re looking for especially in rapid growth company like you’re
talking about in Florida, what we’re looking for is somebody that is
going to let it ride for four or five years. Then you have all your
cash available to do whatever you want.
Also, if you have debt on the company right now, I would suggest
that if you bring an investor in that you wipe out all the debt. In
other words, bring in somebody to expand it, and then bring in
someone to pay off the existing debt. Why sweat it?
And, also the people I work with, I have a very simple thing. I meet
with a lot of people that want to invest, and if I don’t like them, we
don’t work with them. So, if you end up meeting me, and you like
me, you’ll like the investors. And, we also don’t take on nit-pickers.
So, if somebody comes to us with X number of dollars and they’re
nit picking all over the place, we won’t work with them.
MICHAEL:

Here’s a question from Kiaro in Melbourne, Australia. “Are there
any industries or businesses that you would not get involved in? If
so, which ones and why?”

ART:

The thing I like more than anything else is manufacturing because
there’s actually less risk, less failure because what happens is you
have more money invested. In other words, in order to get in a
manufacturing business, you have money in equipment, you have
money in accounts receivable, you have money in inventory. So, it
costs more to buy one of those, but the risk factor is lower and the
chance for failure is lower.
The next category down would be distributorships. They are not as
good as manufacturing, but they’re better than the others.
The next one down in risk factor is generally retail, and the toughest
one is the service business. The service business gets the lowest
price, the lowest value. You can get in for the least amount of
business, but you’re also going to have a higher failure rate – a
very high failure rate.

MICHAEL:

Why is that manufacturing is safer than a service business? What
are you basing that on?

ART:

Let me put it this way. In manufacturing, the success of your
company depends on the reliability of your product. The service
business, it depends on the reliability of your employees, and
products are more reliable that people.
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MICHAEL:

That’s a good point. Okay, here’s a question from Rhonda Holland,
“Michael, I’m most interested in how Mr. Hamel arranges financing
for his business purchases. Does he use private investors or does
he work some sort of owner financing in conjunction with something
like a sale lease back of the equipment to give the seller some
ready cash? I’m also interested in how active he is in the day to day
operations of the companies he buys, and also what steps he uses
to protect himself from law suits.”

ART:

When you’re talking about sale lease back, or if you’re doing
anything with equipment or hawking your inventory or hawking any
of that, this is things we did continually up until about 25 years ago,
and which means we had large debt on the company when we
were going in.
Since then, since we found investors were available, we don’t’ have
large debt. We don’t have any debt on our companies, and it makes
it easier to expand the operations of these companies.
I have not been involved in the day to day part of the companies
probably for 25 years. I didn’t even realize it until somebody asked
me a couple of years ago if I was a hands on owner, and I said,
“Yes”, I guess I have never wondered. I always use it. I oversaw the
management and that. So, I was hands on. I never understood
what the term meant.
In Mexico, we had more than one company. We had 17 down
there. Another business said, “Well, how could you be hands on?
How often do you go there?” I said, “Every six weeks.” And, what
happens is the companies I buy I have managers, the people
running them they get paid a lot of money. The companies we buy,
we usually pay them $150,000 a year or more plus benefits, plus
part of the company. I never get phone calls. In fact, I go to these
national marketing meetings in real estate. We also bring people
from these real estate meetings to invest in businesses as
investors. In fact, if you go to any national or international marketing
meeting, you can mention my name. They’ll say that I’ve been
going there for 30 years, and either using real estate or investors
from real estate in our business deals.
Now, the next part on protecting myself – first of all, everything I do,
every business is in a corporation, every corporation is separate. In
other words, I don’t have any two businesses in one corporation. I
never have in the 50 years that I’ve been in business. I don’t cross
collateralize. That means take one asset to finance another one. I
also don’t cosign.
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Now, all the different things that get you in trouble are things that
you’re going to get involved with if you have owner financing, if you
have bank financing, if you do sales and lease backs. So, what I’m
saying to you is I hate to tell you that the investor is the only way to
go that really makes sense. It’s just that it has not been accepted
because people don’t know how to get an investor, and that’s why
it hasn’t been done, but I can make a list of many, many things, and
the key thing is that’s the easy, nice way to go except as I told you
for 25 years, I didn’t realize it was available for me even though I
owned a lot of companies.
MICHAEL:

All right, here’s a question from Tom Dershel and it’s kind of related
to distance. He says, “Does distance play a factor and would you
recommend picking a business closer to home?”

ART:

I would recommend one closer to home but not too close. You don’t
want to live over the store. You haven’t lived until you’ve been close
to a business even if you’re not managing hands on because
there’s a tendency to drop by and get involved in the whole thing.
The thing you have to realize is if you’re going to have one further
away, the minimum net , again it’s based on all the years they’ve
been in business, is about 250,000 net. That’s after you pay a
manager, that’s bottom line 250,000. At about that level, the
manager really starts to take over and you don’t really have an
active participation in the company. This doesn’t mean you don’t
oversee it. It doesn’t mean you’re not involved in it. It means you’re
not there every hour. When the secretary doesn’t come in Monday,
you don’t really care. You don’t even know about it.

MICHAEL:

How often are you talking to the manager at least over the phone?

ART:

First two months – I’m talking to the manager hourly where I get
involved in the first two months. I come in as in-charge man,
whatever it is, and what I’m doing is I’m seeing what controls we
have, to set-up controls if we need controls, and to become familiar
with it. After that, I don’t get there very often.
We had one in Florida. Somebody was talking about Sarasota. We
had one in that area for 25 years, and always visited it once a year.
If that person listens to this, every year when we’d have this, they
would have a big reader board on the hotel in Sarasota even
though it wasn’t even in Sarasota. It said, “Welcome Horrible Hamel
the Happy Huckster”, and my only point was I wasn’t getting any
respect. Here was a company that never bothered me. I got to visit
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them once a year, and all you got was money from the thing over a
25 year period.
There’s nothing wrong with being hands on, but all I’m saying is I
don’t care what age you are, if you’d like to have a healthier life,
and maybe own more businesses, what you should consider doing
is nothing hands-on. Let somebody else do it.
MICHAEL:

Once you do a purchase, you’re going to be hands on at least for
the first couple months, at least communication and getting
everything set up.

ART:

Well, let me tell you what the rule is. I tell all my mangers right in
the beginning. I say, “Look, I’m a blue collar type guy. As a blue
collar type guy, I don’t like to work after five o’clock and I don’t like
to work on weekends. If you ever call me at home after five o’clock
with a problem you could have solved, I will fire you at nine o’clock
tomorrow morning.” True story, I have never gotten a phone call.

MICHAEL:

You make it a point to tell them exactly that.

ART:

I know, but they love it. They love it because they’re getting the run
of the company. “We don’t have some pain in the butt owner driving
us nuts” because this person’s probably run the company for five or
ten years successfully, right? What am I going to do? If I don’t show
up, they’re going to be much happier and the business is going to
do a lot better. I don’t contribute anything.

MICHAEL:

That’s true. What else do you tell them?

ART:

I tell them to make the decisions on their own. Let me give you an
example I use. We used to work on deferred giving with Stanford
University so, Stanford’s always had a great business, or if I tell
them I have 25 – I have a coin that Stanford gave me. It’s a
Stanford Business School coin, and what happens is everytime I
want to make a decision I flip a coin. So, I tell my manager, “Do
you have a quarter?” “Yes” “Take your quarter out.” “Okay”
“Everytime you want to make a decision, and you’re not really sure
of it, I want to take your quarter out and flip it.” He’ll say, “Okay.” I
say, “Okay, when you flip the coin, how often will you be right?” He
says, “Fifty percent.” I say, “Good. I have this quarter that I flip also.
So, if you call me and I flip my quarter, do you know how often I’m
right.” He says, “No.” “Thirty percent of the time.” I said, “Why the
hell would you call me if you’re right more often than I am?” And,
after I tell these stories to them over the period of a couple of
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months, they get the message that I sincerely want them to run the
business.
MICHAEL:

Do you ask the manager to provide you any kind of reports or any
kind of feedback as you’re hands off?

ART:

We get profit and loss, balance sheets, in the beginning. We’ll get
them daily if we can, and then weekly, and then we’re going
monthly after that.

MICHAEL:

At what point will you get a call from a manager where he’s just
really stuck and he needs to ask you a question? What kind of
situations would that be?

ART:

It has happened so infrequently, here’s the thing – the person that I
normally have running the company has already run the company
for five or ten years. He didn’t really bug the former seller. In fact,
he didn’t show up. The last one I was working on down in LA, the
owners came in once every six or seven weeks for a day when he
wasn’t out playing golf.
So, it just doesn’t come up very often. Again, if you have somebody
that you’re paying a hundred and some thousand dollars a year to,
or whatever the amount happens to be, you’re paying him a
substantial amount of money, you have a substantial manager who
can make decisions and knows as much or more than you do. I
own a lot of companies, but I can’t say that I’m a better manager
than the managers I have.

MICHAEL:

Here’s the question and a situation from one of my listeners, “A
client has a company that is an offshoot technology. They want to
sell it. It looks like a start-up, but have over five million dollars in
purchase orders mostly from third world country government, but it
is all the needed licenses and government approvals.
Manufacturing is done in China and done by a very good company,
done on time in price. Net profit that is over 25 percent, after
several phone calls, due diligences and other local governments, I
can sign new contracts to at least five million more in the next 30
days. We need to raise three million used to purchase the license
and patent in all current signed businesses. Please tell me where I
can find investors or funds, not bank loans where we can develop
funding?”

ART:

All I need from you is a business plan. Now, the reason I ask
people for business plans in the beginning when they’re doing what
you’re doing is we can help even though it’s basically a start-up
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coming because of the other things you have going on. But, keep
in mind one thing, years ago I used to meet with people before they
put together the business plan, and I found out after a couple of
years that people are afraid of three things – death, taxes and
business plans. In fact, most people would rather die or pay their
taxes then put together a business plan. Of all the people over the
years that I met before they completed a business plan, none of
them ever put it together, none, which means they didn’t get their
financing and they’re telling their grandchildren how successful they
would have been if they had gotten the financing. The reason they
didn’t get it is because there’s no business plan.
A business plan is a description of what you’re doing. In other
words, if you came to me and said, “We need three million.” I can’t
take what you’re telling me verbally if somebody else can whisper
in their ear. What you need is that document and you put that
document together, and if the thing makes sense and everything
you’ve talked to me about, Michael, on this makes sense, you’ll get
your three million or more.
If you want to test Art’s Business Buying System Risk Free Go to:
http://www.hardtofindseminars.com/Hamel_System.htm

MICHAEL:

Is there a recommendation that you could suggest to anyone who is
afraid of putting a business plan together on how to do it or to get
somebody to do it for them or work with them?

ART:

There are people in all towns that put together business plans for
five or ten thousand dollars. If you know how to use a computer or
you like to go to the library, go down the library to the business
section and most libraries not only have books on what goes into a
business plan or samples of business plans, but they also have
business plans on CDs that you can put on your computer. Now, if
you don’t want to do that and you don’t like to go to the library, just
go online, put “business plan” into your computer, and watch it
exploder. There are a lot of companies out there that will give you
samples of business plans because they’re trying to sell you
financing or something like that, just modify them.
All it is, is somebody’s coming into invest, and if you were the
investor coming in, what information would you want before you
would make the investment. What you’re doing is just spelling this
out. In fact, if somebody else puts it together for you say, they’re
going to have a lot of disclaimers in there that they didn’t check
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anything out and stuff like that, and the person that needs the
business plan are going to have the due diligence themselves.
The main thing is keep it simple. Don’t let this business plan freak
you out because once you put together a business plan, you have a
plan to move you’re company forward. If you need any other
financing or investors, it’s a very small – it will take you a couple of
hours to make changes in it and bring it up to date. It’s a great,
great tool, and everybody should do it.
MICHAEL:

Why must investments from investors be a million minimum?

ART:

Okay, let me go back over the years. Anybody that comes to me
that wants 300,000 – 400,000 - I would tell them the same thing
anybody will tell them, and that is if you need a couple hundred
thousand or 200,000, you’re going to have to go to a relative or a
friend. Nobody’s going to screw around with it. It’s not worth doing.
The other thing is for about six months about ten years ago, we
decided to go after people with less than a million dollars, and what
we found is they wanted to earn four to five times the return that
would be a normal return on a business. In other words, if we have
200,000, I want to have a million at the end of the year – something
ridiculous like that.
So, over a six month period, we had a large company doing this at
the time. I don’t know how many people we worked with, but we
couldn’t even get close to putting one together. But, what we found
is at about a million dollars investment, the investor is more
reasonable. In other words, whatever the market rate is – in other
words, if the person’s earning seven percent on the money they’re
getting, they’re getting about eight or nine on a deal, whatever it
happens to be.
So, it’s fair, and I want to tell you something, when you start to see
returns you have to pay the investors compared to what you’re
paying for the business. You end up with an awful large percent of
that company without putting up a lot of all of your money.

MICHAEL:

Let’s say there’s an investor out there with money to invest. What’s
in it for the investor and are you open to expanding your investor
contacts?

ART:

Yes, I am open to expand investor contacts. What I’m really open to
is I’m trying to find more people that need the money because say
you and I work together Michael – the thing you’re going to find

31

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

working with different investors – I don’t think any of them have any
complaints except one thing that we have never have enough
product. There’s a lot of money out there, but very few projects that
we work on because I’m not trying to set a record buying
companies. So, we don’t have enough product over the period of a
normal year, but if somebody’s interested in coming in as an
investor, one thing they should keep in mind is they can get a pretty
good return being an investor, but if they have over a million dollars
and would like to own a company, the return will be 25-33 percent
on their money there.
MICHAEL:

A lot better.

ART:

Yeah, yeah, that’s a lot better, and that’s on a managed company
that’s not going to drive you nuts, and we’ll stick with you I mean,
even if you own it yourself. If something goes wrong, we’ll come in
and solve the problem.

MICHAEL:

If I want to buy a business, and I come through you and through
one of your investors, and I acquire the business and there’s
problems, what are you going to do for me?

ART:

We’ll come in and solve it.

MICHAEL:

Okay.

ART:

I have a number of people that work for me that are in the
consulting business, too. Also, we have owned three consulting
firms. So, I have a lot of people available to do that, and also unless
I’m very busy, I will take care of it because that’s exciting to me. I
mean, I spent all my life buying companies, and I don’t really get to
solve a lot of problems. So, when one comes up whether it’s verbal
or going on the scene, that’s interesting to me because it’s
something different.

MICHAEL:

Is this possible with a poor credit rating and a bankruptcy?

ART:

Let me tell you something interesting – I don’t care if the owner’s
carrying back financing and the bank’s financing, I don’t remember
in the last 30 or 40 years anybody I was working with that filed
bankruptcy had anybody check on them. The thing that upsets me
everybody should check on the other person. What happens is if
you have a poor credit rating or if you have a bankruptcy that’s only
going to be important to the owner starting financing.
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What you’re going to find is, I hate to this, they don’t check. Do
they occasionally? Probably, I’m not aware of it, but I don’t
remember the last time that came up, but I do remember every
week talking to people that filed bankruptcy or had terrible credit,
and it’s not important because what happens is you’re focusing on
you the buyer. Don’t start a business. Don’t buy some little donut
shop, buy something a little larger, and the people coming in, the
people putting the money up, the people checking are going to see
the business, not you. You can be a flake today and just filed
bankruptcy and have no money and don’t pay anybody. Tomorrow,
when you take over that business, you can go out and buy it. As
soon as you go into escrow, they’ll deliver a new Mercedes to your
house. You can go out and buy a ten million dollar house. Why?
Because you now have taken on a persona of that business you
bought. You are now that business. You are now a person making
X number of dollars a year, not some person that screwed up.
MICHAEL:

What is the maximum you guys can get from investors? I know the
minimum is a million dollars. So, what’s the maximum?

ART:

That’s an interesting question. Again, I don’t know a maximum. I
know the areas we normally work in. The people invested with me
in Mexico, we have about 72 million dollars left of investors that bug
me every month. They call me every month, and ask me when I’m
going to get off my behind. Also, at our national marketing meeting
real estate, we have tens of millions available. If somebody needed
a hundred million dollars, we’d have no trouble raising it from the
people that we have now. I have a son that is a vice president of
with FBR, one of the big IPO firms, and if you need money beyond
that, my son – I’ve already referred things to him, IPOS, they also
went public and they’re worth billions. All we need is a business
plan. In other words, don’t come to me and say, “We need the
following.” We need a business plan first so you don’t waste his
time. Once you do that, I know, this year through March he had put
together three deals for over 300 million each. He had told me
yesterday he had seven more in the hopper.

MICHAEL:

How many businesses do you own Hamel? How many years have
you been in business successfully? What’s been in your
involvement in businesses with brokering and real estate over the
years?

ART:

Well, the thing that’s interesting is up until a couple of years ago,
Michael, I used to tell people, “I’ve been in business 30 years”, and
I’ve learned that people say, “How can you say you’ve been in
business 30 years? I’ve known you almost 40, and you’ve been in
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business every since I knew you pal.” I then moved up to 40, and
then probably about a year or two ago, somebody said to me, “Why
don’t you quit lying about your age?” I said, “What are you talking
about? I don’t lie about my age.” They said, “Why don’t you tell
people how long you’ve really been in business because I knew
you back in college, and I knew you back in New York, and you’ve
been in business over 50 years.” So, it’s been embarrassing doing
that because not everybody realizes I’m not 37.
MICHAEL:

How many businesses have you owned?

ART:

You know, back when I was n the seminar business, I was asked
that ten times a week, and we actually knew. All I can tell you is I
had either 25 or 30 in the first three years at the end of that period.
The last time I checked, and this is just an average, I was up less
than 200, but I was approaching 200.

MICHAEL:

Do you buy a business with the intent of selling it down the road, or
just for the reason of profits?

ART:

What happens is when you’re bringing investors in, we have a pro
forma for what they’re looking at. If they’re looking at a return and
they want a return of X number of dollars or percentage, they
usually look at pro forma for five years, and as long as they’re
getting their return plus extra over that five year period, they’ll do it.
So, most of them will think about staying for five years, but of all the
ones that have come in with us, none of them have really left
because what they do is if they do decide to get out after four or
five years, they go into another program we have, another business
we’re buying.

MICHAEL:

Good. Tell me about a little bit of background about the seminar
business back in the ‘80s - how you got into that and what it
evolved in and then how you eventually got out of it.

ART:

Well, this is back in the ‘70s as a matter of fact, the early ‘70s is
when I got involved in the business. Actually, I had a friend of mine
who was a big seminar person here in San Jose.

MICHAEL:

Can I ask who he was?

ART:

Yeah, Cliff Reader. He was very well known in real estate,
nationally and we used to go out with our wives all the time, and I
would tell him many business stories, but you see he and my wife
and his wife would laugh hysterically and I wouldn’t. I didn’t think
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they were funny, but he’d ask me questions about that. So, he
finally talked me into teaching, and I told him I would teach for five
years. Again, this was only part time because my love was buying
my companies which I did for a whole 15 years.
MICHAEL:

So, he was doing seminars already, and he asked you to come in
and kind of add to it.

ART:

He was doing it in real estate, and he figured we needed courses in
business for people. So, in the beginning we taught these classes
to nothing but real estate exchangers and other people in real
estate.

MICHAEL:

What’s a real estate exchanger?

ART:

These are the people who do 1031 exchanges or work on creative
techniques to sell and exchange real estate. They’re international
and they’ve been around a long time. So, I got them to come to the
program with these national groups supporting me, and then after a
couple of years, I basically ran out of people. So, somebody
suggested Bob Seal, and actually, Al Lowery who was teaching
classes – you know, Larry Nickerson? Al said, “Why don’t you
teach a business class nationally with buyers?” And, I said, “Why?
He said, “Because the competition that I have is really tough, and I
know you and I know you’ll be fair.” So, he basically talked me into
it and spent time in his Reno office showing me all the ins and outs.
And, we started off small, and the last few years our classes were
running three or four hundred per class.

MICHAEL:

Were you traveling all over the country doing them?

ART:

Yeah, well we had other people that were teaching too. The
problem I’ve had, I’ve always had too much success. I never had
an instructor last more than three months. I would just get him
trained, somebody would offer him a business deal in the seminar,
and they would be gone.

MICHAEL:

Oh, I see.

ART:

I had the same thing in brokerage because we had brokerage
offices. We were in the seminar business. We tried to make sure
that we had the highest success rates for our graduates. We also
had brokerage offices that we would work with anybody. In other
words, brokerages would qualify you and give you a hard time. So,
we had an office in Seattle, one in Portland, San Jose, LA and
Houston.
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MICHAEL:

That would assist your students.

ART:

Right, but they also, they helped anyone else that wanted help, but
we also then have marketing sessions were buyers, sellers, brokers
would get together once a month in each one of those cities, and
we ran those, and then what we would do, we’d put on nationals
which would be a three day meeting where buyers, sellers and
brokers would get together to sell businesses and the first
designation in business brokerages was actually the company I
formed called “Service Side Business Counselors” which is
probably 35 or 40 years ago. Groups today that are giving out
designations and business appraisals, business whatever are all
the original people from that group that I founded.

MICHAEL:

Wow, did IRS adapt any of your teachings?

ART:

Oh yeah, we were an IRS approved program for many years.

MICHAEL:

Is it hard to get an approval from them?

ART:

What they did is they sent people to the class, and we then became
part of their continuing education program. Once we got to that, we
had a number of people going to our class up to the head of their
fraud division from – which really made me nervous teaching in
Washington, D.C., and the guy from the fraud division was sitting in
the front row, and everytime he’d lean forward – I still remember he
had a pale blue three piece suit on – everytime he’d lean forward, I
could see his holster and gun, and I’d probably gulped, and when I
got to Sunday which is when we used to cover taxes, I was really
nervous, and when it was over he came up and it was break and I
turned to him and I said, “How did I do on the tax section?” Without
smiling he said, “I didn’t arrest you did I?” I said, “Okay.”

MICHAEL:

That’s – oh wow.

ART:

We’re also an IBM approved plan. It’s the husband and wife at IBM
where in the last two years before retirement, IBM would pay their
way to our seminar. This is before IBM was laying off people.

MICHAEL:

Tell me about your infomercial and the sales of your seminar
through that.

ART:

We used to have a lot of different things to promote because we put
on a free lecture to promote the class in an area. So, we’d put on
three, four, five of them. Somebody came to us and said, “We’re
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putting on these little half hour programs and 15 minute programs.
Why don’t you put on a one hour program to sell your cassettes?”
So, I went on this thing with – I forget his name. He was a game
show host, very famous. He’s still very famous. So, I went down
there the day before. We had a full studio. I mean this is not cheap.
I mean this is a complete movie studio that we had for this one hour
program.
I went over this with him for two or three hours the day before. We
sat down. The camera started to roll. We taped the whole thing with
no cuts, with no mistakes. Could you imagine? That thing went on
and what happened is we ran into a guy that owned the Shopping
Network, some billionaire from New Jersey, and every morning
after the Shopping Network went off the air at three a.m., they
would put our one hour program on. That was the good news. We
sold lots of cassettes, thousands of them per week. In fact, it was
the biggest seller that they ever had.
The problem we had was I couldn’t go anywhere in this country. I
had a mustache at the time. Everyone would say to us, “You’re the
guy with the mustache.” They couldn’t remember my name or
anything else. “I saw you on the Shopping Network”. I wasn’t really
on the Shopping Network, but almost. In fact, probably because of
us, you see what they do on the Shopping Networks now. They
have people like us as part of the Shopping Network whatever they
call it.
MICHAEL:

So, you sold thousands and thousands of the same courses of the
inventory I bought from you.

ART:

Well, that’s how we had any left for you because what happened is
my wife had more trouble collecting from this guy. Here’s a guy a
billionaire, and we didn’t call through his office. My wife had to call
him at his house every month to bug him to get paid.

MICHAEL:

So, he wasn’t paying you?

ART:

Well, he would, but he was so late and he was such a pain in the
ass, and we’d ship a thousand at a time, and we just quit doing it,
and that’s how we have the ones still left that we ended up turning
over to you.

MICHAEL:

So, basically, when he was doing it, what ended it? It just ran it’s
course?

ART:

Do you mean with him?
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MICHAEL:

Yeah.

ART:

We told him we weren’t going to work for him anymore.

MICHAEL:

Okay.

ART:

You have to realize that’s a lot of money. We were making a lot of
money on that, but compared to everything else we were doing, it
wasn’t enough to justify. I probably could have turned it over to
somebody else or my wife still would be doing it, but I was trying to
get her involved in business at the time.

MICHAEL:

One last question and we’ll wrap it up. What do I have to do to
qualify for help with you and your investors?

ART:

Okay, first of all, if you have a business, a larger business that
requires at least a million dollars, either for the complete amount or
for part of it that’s over a million. If you’re at the point where you’re
about ready to buy the company, in other words, I don’t want
somebody that just now thinking about it or might do it, or still
working on small stuff. You have to get up to the point where you
have something available just like you referred me to a person in
the Midwest a couple days ago. I’m working with him now.
What happens is, he has found a large company, a 30 million dollar
sales company back in Chicago which we’re now putting together,
but the information is being sent to me. So, once you’re at that
point, I can work with you. There’s no charge. There’s nothing.
Now, if you come to me and you’re not at the point where you have
a large business, or you’re really not doing anything, you just want
to talk about it, I’m going to charge $150 an hour. I don’t want your
money. What I want you to do is get off your duff and do something.
So, what happens is if you sign one of those agreements, I then will
work with you at any level you want. I’ll talk to you, work with you
personally hour after hour. When you finally go out to buy this and
we provide the financing, we’ll refund all your $150 time whatever
hours. So, you get all your money back. We used to do that also
with the brokerage business. When we had somebody coming in
that just wanted to talk, years ago we would charge them so much
an hour and then when they bought the business, we refunded all
the money they paid us because our goal wasn’t to talk to them.
Our goal was to get them to buy a company, and that’s what we
did.
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MICHAEL:

Can you think of any better investment than buying a business?

ART:

Well, let’s put it this way. If you pay all cash on a business, and
you’re the principle, it’s your money, you’re going to get a 25-33
percent return. If you get any financing at all, these are talks I give
all the time, the cap rate on the average business with some
financing is about 60 percent. These are talks that I’m usually
giving to real estate people.

MICHAEL:

For people who aren’t real estate people, explain what the cap rate
is.

ART:

What you’re doing is you’re getting 60 percent of your money back
every year.

MICHAEL:

Okay.

ART:

So, if you invest 100,000 dollars, you’re going to get 60,000 back a
year. I mean, on real estate you invest a hundred you’re going to
get 10,000 back. So, it’s six times what you normally get, but it’s
more than that because for those of you math people listening to
this, mathematicians or engineers, it’s infinity because the amount
that you normally invest with investors is as close as you can get to
none. On the businesses that I buy now, in the last 25 years, I put
up money for attorneys and CPAs which you don’t have to do
because they’ll ride along with you. I may have expenses for
traveling to different cities, but everytime your investors are told one
thing, “At close of escrow, I’m pulling back all the money I
invested.” So, how much have I invested in the last 25 years?
Nothing. I’ve invested time. I’ve invested money, but I’ve gotten the
thing back at the close. I’ve never had any investors complain
about the fact that I’m pulling the money back. So, since they know
that, they know that their money is putting the deal together.
Okay, let me tell you why we work with real estate investors.
Number one – I go to the meeting. I’m very well known for 30 some
years. Most of these people have been through my seminar so, we
have a relationship there. I’ve been pitching this at real estate
meetings probably for 30 years now, and all we do is we say to
them, “You have free and clear an apartment building in Chicago.
It’s free and clear. You’re cap rate is ten percent. In other words,
the thing is worth three million. You’re earning a ten percent return
on it. If you invest in this business, we’ll give you a 20 percent
return.” Right? Which is 20 percent more than they’re getting now.”
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So, we’re going to give them a 20 percent more return. The
average business has more growth than real estate. So, we’re
going to give you more growth, and the minimum growth we ever
have is ten. In all the companies that we have in Mexico, we did
not have one year where we did not increase our sales and profit
25 percent, which you can do if you concentrate on it. Okay, but
we’re talking to them about ten.
So, first of all, you’re getting more money return. You’re going to
have more growth, and the other thing is comparable risk. Those
are the only three things you have to think about with an
investment. On comparable risk, although people are always saying
that real estate is very safe, and it’s the way to go, if you and your
attorney and CPA go out to the market and check on the failure rate
of the companies that we’re working on, you’ll find that our failure
rate on every one of the ones I work on is less than anything you
can do in real estate. So, you have three things – more return,
more growth, comparable risk.
MICHAEL:

Let’s talk about that comparable risk. I mean, just from me hearing
your answer to that, real estate values you have no control over, a
business you have a lot of control over, and do you think that plays
a part in less risk with the businesses that you’re working with
compared to real estate?

ART:

Well, one of the things you have with business in the category
we’re in maybe around ten or 20 years, manufacturing just on its
nature because it doesn’t have the failure rate that other
businesses have or real estate has. You see for years, real estate
brokers were out there saying that there’s no downside, there’s no
danger, and you could have management free real estate. You talk
to any one in this country that owns apartment buildings and stuff
like that, there’s no such thing as management free.
Our businesses are management free. Why? Because we have
managers there that don’t bug us. We have less management
problems then the average person with real estate, you know the
people at our meetings that have real estate, the brokers or their
clients do. Over the years, probably 99.9 percent of the people I
work with that own these million dollar pieces of real estate got their
money from the business they own.
So, the problem I had at those meetings was not talking to the
investor. It’s getting by the broker because the broker doesn’t
understand business. So, when I bring up business at a meeting
although it’s making a couple million dollars a year, they’re very

40

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

nervous about it. So, I always say, “Look. You have a client. He has
his property. Why don’t we go back to New York and sell it?” It cost
me a lot of money flying all over the country, but the thing is once I
get there the broker finally realizes, “My god, I almost killed a good
deal here. My seller and Hamel get along perfectly.” Why? Because
they’re both business owners.

So, the difficult thing is getting people off their duff to go out and find a business,
and go out and go as far as the can.
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