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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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Detailed Answers To Questions From
Existing Art Hamel Students
(Session Two)
Michael:

Hi, this is Michael Senoff with www.hardtofindseminars.com. Here is
another series of questions from Art Hamel students covering a wide range
of topics. Hopefully these will be similar questions that you may have in
addition to the other questions on the site. I hope these new questions are
helpful to you and if you have any questions, please don’t hesitate to
contact myself or Art. Now, let’s get going.

Question:

Hi, Michael and Art. My name is B. T. Holly. I’ve been interested in
corporate acquisitions for over 15 years. I couldn’t find much information
on buying businesses outside of the usual fluff pieces out there shouting
the nothing down mantra. It’s nothing wrong with nothing down. It is
possible, but it’s not as cut and dry as those books would have you
believe. Mostly I learned from studying the billion dollar acquisitions
done on Wall Street and by reading books about KKR, Ronald Perilman,
Reginald Lewis, Carl Icon, T. Boone Pickens, and the list goes on. I found
out about Mr. Hamel through an Ebay listing, which led me to
www.hardtofindseminars.com. Let me say when I heard the audio
interviews, I couldn’t believe what I was listening to. It seemed too good
to be true, but after ordering the Art Hamel Business Buying seminar and
listening to Art explain his system, I believe I’m finally ready to realize a
lifelong dream for which I have been preparing myself for close to two
decades. That being said, I have a few questions. We’ll just take them one
at a time.
Number one -- let me repeat it. Is there a limit on the size of business
within which Art would like a first time business buyer to stay?

Art:

No. The thing you have to realize, we are preaching _____ the ownership.
In other words, leave the manager in there or if the owner is going to stay,
which is about 62% of the time right now, let them run the company
because what happens is if you want to really grow your company and
please your investors, what you want to do is have somebody running it
hands on -- it’s going to take them more than 40 hours a week -- you can
then spend the time increasing the sales and profit of your company to
make it even more valuable. Besides, if you buy a large enough company,
the amounts that you’re paying a manager that you’re not getting is not
really that much. The other thing is if you tie yourself down by working
hands on, you’re never going to own more than one company because it’s
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going to drive you nuts just having that one. You’re going to know that the
secretary didn’t come in on Monday. The building burned down. If you’re
working absentee, you really don’t care the building burned down. I
always tell the managers please don’t call me.
As far as the size, if we were helping you, we did go back in
November/December and get commitments from different investors we’ve
had over the last few years. I always have a general fund of about $25
million. I decided to make it official with official commitments. So, by the
end of this last year, we had commitments for $50 million. In January, I
met with more people and by the end of January we had over $100
million. So, we have that much money committed right now to invest in
businesses. If he decides to buy something larger than that and he wants
some investors, we can probably go up a lot higher than that because on
the first $50 million, I did not go back to meet with all of them. I didn’t
need any more. So, there’s still a number of people out there we can go
back to. So, if we have to go above $100 million, we could do that, but
$100 million is there right now.
Michael:

Number two -- over the years, has he set up a service that can facilitate the
issue of renting financial statements or does he advise we stick with the
suggestions in Chapter 7 on Creative Financing of the course?

Art:

As far as renting financial statements, they’re still available out there. The
reason we had to get out of the damn thing, I had a TV show in Northern
California, in San Jose a few years ago, and the same week I had the
corporation commissioner and the real estate commissioner on -- I have a
real estate license so I figured I might be under the rules of the real estate
department or the protection having a license. I talked to both of them
while we were having lunch after we had taped their program and they
both agreed that I might have problems on that. In other words, it might be
a violation of the FCC rules that I was using collateral to buy things
guaranteed like that. And they said it might be a security violation. We
don’t really know. I said well how do I find out? They said well as soon as
somebody files a complaint against you, we’ll give you a ruling. Well, I
went to two attorneys, two law firms, one in San Francisco and one in San
Jose a few years ago. I asked them for a ruling. They charged me a lot of
money. When they came back, they each had different answers. So, what I
had to do at that time, I pulled it out of the program.

Now, can you go out and do that? Yes. Do we teach that or preach that? No. We basically
got out of that. We never had a problem. We never had any bad feedback,
but it was interesting at the time because I couldn’t believe the number of
people out there -- doctors, lawyers, and Indian chiefs -- that were willing
to put their financial statement up as guarantees. One of the starts was at
that time McDonald’s required a million dollar net worth to even look at
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one of their restaurants. We had people putting up their financial
statements just to open the door and then they did not invest with the thing
or put it up afterwards. So, they were getting paid for nothing basically
other than putting up this thing as collateral. So, there is a lot of this going
on, but we’re not doing it.
Michael:

Number three -- if Art retires, has he groomed other placement agents and
business consultants to continue his work? I’m real anxious to hear this
reply. As I stated before, I’ve never seen a support system as strong as
Art’s for seminar students and I would hate for it to all end. Thank you for
the work that both of you are doing. It is already had a profound effect on
my life.

Art:

Well, the first thing I want to say, we probably have four or five or I have
four or five or six students of 25 years ago. You talk about one, Michael,
there from 21, from 25-30 years ago that I’m still working with. Again,
they’re not buying their first business, they’re buying their fourth or fifth
or they’re having a problem with it and again I help them. I charge them
for it now. I’m always glad to help. It turns me on. Do we have a person to
replace myself? Not really. The problem is, we have put the information in
the book, the cassette program you have, and even though we put that
together a while back, nothing has changed. We do everything the same as
you have in your course, but you do bring a good point.

What happened was, at the end of last year is when we set this private equity fund up and
before that it was just loosey-goosey. I’d go out and tell them that we had
X-number of dollars and for the last two years every time I was out buying
a business, everybody was asking me if we were a private equity fund.
And I would think about it and said well yes we are, but we don’t call
ourselves that. So, I figured if we’re going to walk like a duck and look
like a duck and quack like a duck, we should become a duck. So, we set
this thing up as a private equity fund. That’s when I went out and got the
commitments on this. On Wednesday morning at 8:15, I’m meeting with a
person that I had talked to about joining this organization doing that.
There’s a lot of people I know that I’ve worked with over the years that
they then take over and do everything that I do. I have not done it on an
organized basis. Now, _____ Corporation, our basic company, we have
about, I don’t know the exact number, but we have 20 people that used to
work for us and are now consultants. They work for us as independent
contractors. And when we need to do _____ we have to go in and we have
to do due diligence and I don’t have time for it, I don’t want to do it, they
do it under contract or they put together a business plan. So, I didn’t think
about them, but I guess you do have them to call on if something
happened to me, when something happens to me. These people can step
up. They haven’t owned as many businesses as I have, but they’re not
crazy.
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Question:

Greetings, Michael. I’ve heard about your website and Art Hamel’s
course. Well, I guess all I can say is stop misleading people with your
outdated info. I’ve been starting and buying businesses for 15 years now
and I know people who know Art, as well as the business process is not
even close to what you and Art are claiming on these marketing audios.
You ought to be ashamed for selling this BS for $600. You’re just
exploiting people’s desires to get rich. Investors don’t invest money that in
which you and Art discuss. The only reason people sell info like this is
because they don’t use it anymore or it’s no longer useful info, similar to
all the books you see on real estate. People found out how easy it is to sell
real estate books than to make money actually doing it and not to mention
why is it so difficult to speak with Art, what is he hiding. I’ve purchased
books for $20 and I can call the author right now and ask questions. If it
sounds like a scam it probably is. I guess a sucker is born every minute.

Art:

What she should realize is I’m not out selling cassettes, you are. Even in
the days -- 15 years I taught seminars, we were buying companies. I have
been in business over 50 years and I’ve owned a lot of companies. We
also have had this investment group for 25 years. Why don’t we ask her
why don’t you present us with some of the businesses you purchased so
we can see what kind of an owner you are. You, obviously, are very upset.
Now, the other thing is, when somebody sells a $20 book and then let’s
you get on the phone with them for an hour, they’re goddamned losers.
The reason I am screened -- in fact, when I was going to sell our business,
we had a lot of people go through our program that wanted to talk to me.
They would have put me out of business if I listened to all these people.
Even on the $600 cassette, I am not going to sit down and spend hours
with them on this thing. And when you find somebody that’s doing that
lady, I can just tell you one thing, you’re buying books from losers, which
means you’re not very bright. A guy has a book. He charges $20 or $30
right, then he gives you an hour of his time, so tell her she’s following the
wrong skunk.

Back in the heydays of the real estate programs, I knew a lot of people that play on these
programs and although they are preaching real estate, none of them owned
any of it. The thing that they always told me when I’d be on a platform
with them giving a talk that I was the only person they knew that actually
did the same thing that he was teaching. And again, even when I was
teaching, it was a part time thing; 15 years part time and I gave it up. And
we were making one hell of a lot of money at that time. But I was making
more money by buying companies, which is what I do. I’m sorry I don’t
fit the pattern of all these people. I don’t have a $20 book out. After being
in the seminar business for 15 years, I had three books that were ready to
go and the agents back in New York told me I have to go on tour again
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just like I had been doing for seminars. I told them go to hell. I would not
do it. I was not interested in coming out with a book.
I’m sorry she’s so upset. I don’t know what to say, but you can take a couple of pieces
and say first of all if somebody gives you an hour of his time because you
spent $20 on a damn book, what this is saying about the person -- I mean,
even if I put out a book, I’m not going to have people calling me. I mean
that’s ridiculous. And when people do that, it means they have to offer that
because there’s no other reason for you to buy it. Now, if she wants to talk
to me, she can talk to me at $150 an hour, but other than that, tell I have
been screened all my life. The thing I’ve always set up with every office is
set it up so they can’t get through to me. And tell her, if she knows
anything about management and you’re running a number of companies,
how the hell else can you do it. Ask her how many of the people that put
on programs ever gave people free help until they bought a business or did
anything. That’s another thing she might check. How many companies
were around for 15 years, had over 100,000 people go through their
program, and have no complaints filed at the Better Business Bureau? Let
her think about and wonder how come this happens. Well, maybe there’s
somebody out there that’s violating the rule that she’s thinking that exists.
No matter how bad a group is, there’s always somebody in there not doing it that way. I
understand. I have seen a lot of the people out there and I get to know
them after a while and, of course, I don’t say anything, become friends of
mine, but what happens is, over the years a lot of them would fly in their
jets -- they have these big planes -- fly into San Jose and meet with me and
ask me to bail them out financially in what they were working on. I got to
know a lot of them.
Question:

Hi, Michael. Thanks for your call. I actually have two questions. First,
how do the equity partners who have preferred stock get taken out of the
deal? Can Art explain this in detail in really specific terms? How do they
get their money back? Do they get paid every month, in a lump sum? I
don’t get this. Also, do the investors still have ownership in the company
after they have recouped their initial investment in the agreed return on
their investment?
My second question is, what happens if the purchased company sales and
net decline instead of grow? What options are available to the investors’
preferred stockholders? I look forward to Art’s answers. Thanks again.

Art:

Here’s what happens. Somebody comes along. They’re an investor. They
have to put up at least a million dollars. So, they bring a million dollars to
the deal. They then have a percent of the company. Again, it could be
preferred stock. It could be common stock. But the key thing they’re after
is a return. So, if they put a million dollars in and they’d like to get a 10
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percent return, then they would like to get $100,000 back a year. So, what
we do is we pay them that $100,000 a year or whatever it happens to be,
and that’s the return they get monthly, quarterly; most of the time it is
quarterly. So, they’re getting paid a return on their money, but we’re not
paying back on the principle. So, we’re paying them this return.
Now, how do we figure out the percent of the stock? Well, if the business is doing a
million dollars a year, $100,000 would give them 10% of the stock. It’s
very simple. What we do then is we pay this all along during a five-year
period. Most investors have it in their head they want to stay only five
years. Now, of all the investors we’ve had over the last 25 years, all of
them are still with us, but they haven’t stayed in the same program. They
will go into another one or some other business. Now, when we get down
to the end, what we have is we evaluate the value of the business. In other
words, if the business is worth X-number of dollars and it’s doubled in
value, what they will normally do is get their million dollars back plus an
extra million on top of that.
Now, that is what we talk about when I go out to talk to investors. But here’s the real
thing that happens. Wherever possible, since our company is built -- in
other words, we’re buying these companies that are doing $10 to $20
million a year. By the time we sell them in five years, they’re going to be
up around 30 or 40, so the ideal situation, you go to somebody like Procter
& Gamble or some company like that and trade out. In other words, we
will then take Procter & Gamble stock for the company. In doing so,
instead of them doubling their money in five years plus getting a return,
they go out for higher multiples than that; five, six, whatever it happens to
be at the time. So, they do very well on that, but we don’t promise that
because we don’t know if we can find a company that we can go to. So, at
that time, we either sell the company and share the profit with them or
what we do is we get an appraisal on it -- if we’re going to stay in it -- get
an appraisal and they get their money back and they get a share of the
profit. Over the years, I’ve always given them half. Of all the people I’ve
worked with, they’ve only given them a quarter. So, that’s how it works.
Now, if we have a company that is growing rapidly, they don’t really want
to have their investors being paid every quarter because you might as well
have a loan. So, we do have investors and we have had them over the
years that ride along for the whole five years and just let the thing build
up. But the main way it’s done is the first way I suggested. Again, it’s very
simple. There’s no magic to it.
In order to get these people to come in, we offer three things and I’m doing this for
probably over 40 years, maybe 50 because we’ve been bringing investors
in longer than this. It’s just that we didn’t get it organized until about 25
years ago. We’ve always had people sort of investing as we’re going
through this. But we give them three things. We promise them three
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things. Number one, we’re going to give you more return than you’re
getting now. So, if you’re getting X-return, we’re going to give you maybe
20-25% more. We’re going to give you more growth because the
businesses we get involved with grow faster than the other ones. And then
the third thing is comparable risk. So, if you have a certain risk to what
you have, you’re going to find businesses that are equal to or less risky
because the businesses we go after are idiot type businesses. And if
they’re already making over a million dollars a year and they’ve been
around 10, 20 years, the management’s been around that long, a lot of
cases 60 some percent of the time, the owner is staying to run that, there is
no change. So, the chance of screwing it up is not very good. And again, I
just want to mention one thing. The 25 years I’ve been working with
investors, we’ve never had a screw up. I also am basically a person that
buys companies. Again, this private equity fund is just something that
came about because some people wanted to invest with me in Mexico 25
or 30 years ago and they stayed with me. We’ve had no failures. I’ve also
been in business myself over 50 years and I haven’t had any failures. It’s
not that I’m that good, it’s just that we buy idiot type companies. I hate to
say that.
Michael:

How about the second question? What happens if the person’s company
sales and net decline instead of grow? What options are available to the
investors’ preferred stockholders?

Art:

Here’s what’s going to happen. You’re probably going to have a lawsuit.
Now, what you have to worry about going in is you don’t want to overpay
because say the company based on market conditions is worth $1 million
and you decide because they have the cash flow you’re looking for, you
don’t care about the price or value, you pay $2 million for it. What
happens is over the next five years you build it up from $1 million to $2
million and the company is worth no more than in the beginning. You’re
going to find they have a lawsuit on something like this where you have
screwed up on the price you paid. My attorneys tell me you’re going to
win, so we never overpay. I mean we either pay market or we don’t buy
the company. Now, I can’t speak to you as to how we would handle this
because in all the years we’ve been doing this, we haven’t had that
problem. But what would happen is, you get down to the end of the fiveyear period and they would get whatever you have there. In other words, if
a company started at, not $1 million, let’s say you started at $5 million and
at the end of the five-year period it’s worth $3 million, what’s going to
happen is they’re going to get their $3 million back, not their $5 million.
They’re only going to get $3 million back, you’re not going to get
anything for your share of the company and what they’re going to do is
sue you. Will they win? They’ll probably have a pretty good case if you
screwed it up like that. So, that is a danger. We haven’t had that, but we
are also very good at what we do.
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We don’t buy companies that have peaks and valleys. We have good
management because we keep the existing management. All of our
companies are free and clear. We have no debts. If we had an emergency,
we could always finance an asset within a couple of days. We really don’t
worry about that.
Michael:

I found someone who had your course, who went to your course and took
it back in ’85 and he goes Mike I got a copy of the original ad that was in
the newspaper. I go scan it to me. So, I have the original ad.

Art:

Oh, you’re kidding.

Michael:

No.

Art:

I go around the country to these meetings all the time and it shocks me the
number of people that still have the cassettes from the program that went
through the program 25 or 30 years ago. I mean it’s amazing.

Michael:

I’ll read the ad. Here’s how we had it and I know -- let’s talk about a
couple of things you were doing different back then compared to today,
but the headline was, “Own your own business. Ten best businesses of the
’80. Rent a million dollar financial statement. Enjoy net income from $50
to $1 million. Turn breakeven real estate into cash flow -- $100,000 plus a
year.”
And then the topics were, “100% financing. 8 to 9% interest. Startup.
Expansion. Existing business. Breakeven real estate can mean cash flow.
Why women outdo men in business. Solving the problem business. The
SBA minority con. Finding a business that makes you rich. Sell your
business for all cash.”
Why do women outdo men in business?

Art:

In all of the businesses I’ve had most of the management people have been
female. They do a better job. They’re more consistent. They’re not as
distracted as the men are about a lot of different things. I think women are
fantastic managers. In fact, I bring that out in what’s happened over the
years from say 20 years ago. We used to always talk about the number of
women in business increasing each year and for the last 20, hell, last 30 or
40 years it’s increased. Will women eventually surpass men? Of course.
They’ve already surpassed men in college. There’s more women going to
college today than men. The men are going to be the ditch diggers and the
women are going to run the companies.
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Incidentally, what we were doing, we had bullets in there because we were
trying to attract people from the seminar, but we didn’t put anything in
there that we couldn’t substantiate. That would screw up our program if
we lied to them.
Michael:

Now, if you were on at that time, it had here KIEV radio, 870 AM. You
were on Monday, October 7, 2:00 p.m. You were on that Wednesday. You
were on that Thursday. So, was this the radio show you were a guest on?

Art:

I was more than a guest. I was a guest in the beginning, but for the last few
years, I took over the show. The host wouldn’t show up and I’d have
people, I would interview people on the show. And that was one of our
best promotions. For every dollar spent, we had more income coming in. I
went on so many programs, interview programs, radio programs, TV
programs. Every time we were putting on a class, every week I had
interviews during the week. We were doing this at night so I was able to
do this during the day. But we would take all we could get. We were also
advertising on KIEV. That’s what started the whole thing. We were
advertising on the program. They had a good listenership for finance and
business, so it really paid off.

Question:

Here’s a question from Rock Marsh. It says hi Michael. As I mentioned to
you over the phone, I have perused the podcast and transcripted interviews
and I was very impressed by Art Hamel’s experience and methodology in
putting deals together. By way of background, I am a former corporate
banker turned buy-out specialist and have been in partnership over the
years doing deals in the $2 to $20 million sales range in manufacturing
and service areas. I’ve done all the deals in traditional leverage buy-out
fashion often having to bootstrap them by the skin of my teeth. I have not
to date done much if anything without side investors, preferring to keep
everything in house. However, I am changing that strategy, looking to
expand with investors in order to capitalize on my very strong deal flow to
increase closing and access to larger deals. As a functioning LBO
boutique, I have attorneys, CPAs, and finance professionals in place so I
think I would make a viable buyer for Art’s program. As I also mention, I
had some questions for Art. I would appreciate any feedback you can
offer.
Number one -- the first question has to do with how much money I would
be required to invest in a typical deal? I understand the consultant’s fee
and I also understand the claim fights and carrying cost for accountants
and lawyers. I presume all of those costs are at the risk to the buyer if the
deal doesn’t close, but if I’m putting in an extra $100,000 or more on top
of the other costs, that scenario may not be as attractive after all. That is
what we’re doing now. So, any additional light you can shed on how this
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works and how I can minimize the equity investment would be
appreciated.
Art:

Let me tell you basically how we work. Now, the first 25-30 years I was
buying companies, we did the leverage buy-out by financed assets and all
that. Put up as little as possible. And then we got involved in Mexico
about 25-30 years ago. That didn’t work. The banks just laughed at me.
So, what we did is we brought in a group of investors, so I had been lucky
enough to have taught a seminar for 15 years and we gave all these people
free help until they bought a business. So, I went back to ask them to
invest at least $1 million in our deal. They said yes, which is a surprise to
me. We now have investors that will do this. Now, I can actually bring
somebody in on a deal that absolutely has nothing. In other words, we start
with one thing. In other words, how much experience does the person
have; business experience, management experience, how much money do
they have in the deal. Well, what happens is if you or anybody else comes
along that has very little experience in management or very little business,
we can still put the deal together, but the investors insist that I stay in the
deal. And the less experience and education you have in management, the
longer I have to stay.
Now, from the money standpoint, I’m aware of all the different things
coming up and when I come in and I sat down with on one of your deals,
we would find out how much money you need to put the transaction
together to buy the company, how much money you need for the attorney,
the CPA, and for the business plan. We’d also find out how much money
you needed for working capital. So, we cover everything basically. Now,
what we’re hoping is the person coming in will put some money up. Now,
again, what is the amount? Who knows? It’s going to depend on the deal,
on the investors, but all I’m saying is if the people try to come in with
nothing, could we do it, yes we could because what happens is I have fee
or percent of the stock that I’m getting out of the deal when I put it
together. What the investors do in every case, if the person coming in is
not putting up enough to satisfy the investors, they make me leave behind
part or all of the fee I’m being paid. So, that’s how we do it. The problem
is if the person coming in has no experience, no management experience,
no money, I’m not really going to do it. The reason I’m not going to do it
is it would be easy for me to go out and just buy the company on my own.
I get much more return. So, somebody has to bring something to the table.
And, again, if they have management experience, if they have business
experience, or if they have money; whatever they have of trade, that’s
going to satisfy me and I will then leave probably part of my fee on the
deal, which is fine. I don’t mind doing that. It’s just that I feel that it’s not
in my best interest if I provide all of those things. I hope that answered
your question.
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Question:

The second question has to do with what are typically the kinds of
investors that Art uses. Are they institutional such as former funds, REITs,
LPs, private equity groups, or individuals, wealthy investors, high net
worth, etc.? I just want to know how streamlined the process likely to be.
The institutions might be favored for expediency.

Art:

Everybody asks me the same question. It’s interesting. I consider all the
things you’re asking me about very uppity. I mean that’s what a lot of
people are doing. Our private equity fund basically are people that I’ve
known for 25 or 30 years and I have a working relationship with for that
long. Most of them are people that own manufacturing companies. We
have no REITs or investors. They’re all qualified. They’re all worth a
million dollars because they have to put up at least a million dollars to get
in the deals.

Now, what happened is, last year -- I have been sort of out of it for a while. Michael’s
been trying to encourage me to get more done. But what happened is, over
the years the number of people that are investing in what we’re doing has
grown faster than my energy level in buying more companies. So, last
November and last December, I went back to as many investors as I could
find and what I did is I got commitments for $50 million to invest in
businesses. Again, that was in a two-month period. In the past, I’d always
gone out and tried to get 25. At this time I decided to up it because we had
more deals pending. At the end of the year, we had $50 million
committed. Now, since then, in the month of January, we had picked up
another over 50. In other words, I picked up at least $50 million more
from new people in the last month, so right now the amount we have
committed is over $100 million.
Question:

The third question has to do with the financing process and timing. I
understand that Art will not want to see a letter on intent, but rather a
contract that is signed. It has been my experience that once we sign a letter
of intent, we buy ourselves 120 days to close. Once we sign a contract, we
have about 60 days left. Sixty days isn’t a lot of time to line up financing,
so we tend to start with the financing process early currently with the LOI.
Will Art have enough time in the 60-day period? I would feel more
comfortable if we were able to start the process by showing him the LOI,
as well as the business plan.

Art:

Now, although we want a contract before we really start moving, most
people that I work with start me in the process as soon as they start to
work on the contract, as soon as they start to work on the deal, even while
they’re working on the business plan. So, by the time we get down to the
end and they have a contact and they have a business plan, I know that it’s
going to work so I start to test the investors before that. Let me just tell
you one thing, basic, that’s happened over all the years we’ve been doing
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this. It takes us less time to deliver the money than it does for you to get
me all the information I need and agree to what our fee is going to be or
whatever the percent of stock you’re going to give us. Again, that’s
happened every time.
Now, as far as the 60-day period, we are normally doing it in less than
that. It depends on how active I am in the market. If I’ve been out talking
to the investors in the last few months, it doesn’t even take 25 days. But
we’re normally in a 45 to 60-day period. And one thing I want to tell is,
I’ve been doing this for years and I have never heard of getting 120 day
due diligence. I think of all the sellers I’ve worked with, they’d have a
heart attack. In years past, we used to always go for 30-day due diligence.
In the last couple of years, we’ve been tracking at 60-days, but
congratulations getting 120 days due diligence. That’s really great.
Question:

Here’s the fourth question. We would be depending on Art to line up the
financing. Since we were talking about spending my money on the front
end, my ordinary procedure would be to go out to a number of sources and
backup sources for financing. Is he confident enough with the financing
that I need not use my own financing source as backup? Does he have a
problem if I use my own source as a backup?

Art:

No, in fact, we like you doing that. Every one that I’ve ever worked on, I
insist that if you’re working on some other type financing, you keep doing
it and we basically run in parallel. When I then get down to the end, or you
get down to the end, your sources, you can compare the two; what we’re
offering, how much equity you’re going to have to give us versus the
financing you’re getting and whatever. You can do whichever one you
want. You’re going to find that I’m very open to this. In all the years
we’ve been doing this, we have never had a deal where we have not been
able to put together at less cost than the other people.

And one other thing I just want to mention, I just happened to think of the last question,
the question before, we were talking about the costs -- us being able to put
enough money in here for the attorney, CPA, and things like that. The
problem you have, if a deal falls apart and you don’t go ahead, we’re not
going to be putting the money up and you’re going to find the attorney’s
going to say to you and the CPA, it’s _____ or should have been, you owe
us the money. Now, in my experience over all the years, I have found that
if the deal doesn’t work out, the attorney will usually go to the second or
third deal or whatever it takes, they will stay with you until you end up
closing. But, again, it’s still your responsibility. I just wanted to mention
that.
Question:

Number five -- I understand and agree with Art’s preference for
manufacturing companies over service companies and indeed
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manufacturing companies would be a priority. However, as it happens I
own and am comfortable with certain types of construction companies. Is
he opposed to bankrolling those if we make sure they’re solid, strong
earners in healthy geographical markets? In my case, that means major
metro areas in Florida.
Art:

First of all, I like Florida. Secondly, I’ve been in the construction business
in Florida. I grew up in the construction business. My father was a
contractor in New York many years ago. No, I have nothing against those.
It’s just that when you go out and you buy a manufacturing company, one
of the things you have is a lot of assets. So, if we come in and we deliver
the equity funding, you don’t have any debt at the close of escrow. If
something then goes wrong during the year, it’s very easy to go out and
rehock or hock the equipment or the receivables or the inventory. So, we
like it from that standpoint. There’s nothing wrong with a construction
company. I think they’re fine.
We have nothing against service companies. It’s just that over the years
we have specialized in that. Most of our investors are manufacturing, but
if you’re buying a good service company or you’re buying a good
construction company and it looks good, yes it’s going to work, and yes
we love Florida.

Michael:

Here’s a situation that V.J. had out of Atlanta, Georgia. He had a lot of
bad experiences in the past. One of the most recent ones was with a firm
called ITA-IDA. Michael, as you may already now, I own a small business
and am working pretty hard to grow it. I was approached by a salesperson
from a company called International Profit Associates, a Chicago based
firm in February of 2005 about getting a possible funding to expand my
business. Naturally I was interested. The salesperson came on site and he
got me convinced that they can get the financing to grow my company to
the next level. The program would have cost me $24,500 down and 4%
commission after funding, so I paid the amount in two installments from
the cash flow of my business. Anyway, I went through a lot of trouble
with them. I lost a lot of my time, money, and peace of mind. I like the Art
Hamel system and before I spend a lot of time into it, I just wanted to
make sure it’s the right investment of my time and money.

Art:

At least once a year NBC or CBS runs exposé on this. I can just tell you
one thing after being in business for 50 some years, I take it you put down
a down payment, that’s what you said. Upfront you give them $24,000
some dollars, right. I can guarantee you every time you do that, you’re
going to get screwed. I have never ever, ever in all my years of thousands
of businesses seen one of these deals where there’s upfront money that is
legitimate. I can guarantee it; that it’s not legitimate. And again, NBC or
one of these stations or one of these national networks always comes out
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with an hour program on the rip-offs because when a business owner is
trying to go out and get funds to expand, there’s not many places to go.
So, they grasp at straws and somebody comes in, gives them a good song
and dance. They say let’s do this. They didn’t pay the money upfront and
they never see him again, especially the ones out of Chicago. In the old
days, the business brokers themselves, they would sit in their offices with
their spats -- this is probably before your time -- in their silk shirts, I mean
it looks like they’re going to a ball somewhere. These people would sit
there and they wouldn’t really take listings, so if you wanted to sell your
business, you go to them, they would charge you X-number of hundreds of
dollars for advertising fee. They never advertised anything. They didn’t
sell anything. All they do is they made the money upfront on these small
advertising fees of a couple hundred bucks. I mean, yours is $24,000, but
what I’m talking about was something 30-40 years ago. The biggest scams
are not really in Chicago. They are in Fort Lauderdale and Orange County,
which is where I live. I live in _____ Orange County, Southern California
and ever time they have these exposes, it’s Orange County and Fort
Lauderdale. So, the scumbags seem to all hang out in the same area. So,
there must be a division.
Michael:

Well, V.J., he went ahead and ordered the course and emails me and says
thank you for sending the course material. I just went through the material
and I have a few questions for Art as follows. Now, I don’t know Art if
you can remember all this stuff, but whatever you can. It’s just specific
stuff out of the course.
Number one -- Control Data. In the course I found that Control Data has
business centers that provide loan assistance. I tried to find a location on
the web, but I couldn’t find any. Can you give me their contact
information or their website?

Art:

I’m not aware of Control Data or of them doing that. Certainly, I’d like to
add another thing. The person was nervous about getting withdrawn. In all
the years we put on seminars, which is 15, we had a hundred some
thousand people go through out program. We never had one compliant
ever filed with the Better Business Bureau. Not one. We also did
something no one else ever did is we gave all the graduates at that time
free help until they bought a business. Nobody else has done that either if
people are wondering whether this is real or not, whether we can really do
this.

Michael:

Art Hamel said either National Business Marketing Corporation or
National Business Finance Corporation is owned by him and they can
assist in business acquisition if we contacted them. Do you have their
contact information?
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Art:

That is old information. Those two companies were sold probably 15 years
ago. We got out of the seminar business about 15 years ago and sold the
company. And we did the same thing. We sold those other companies,
also. In fact, we had five or six that were in the same category supporting
the seminar group. We don’t have those anymore, but you don’t have to
worry now because we have _____ Corporation, _____ financing, even
though I only talked about our investors. If you need financing in some
other areas, you want to finance equipment or you need a line of credit or
any of those things, we can provide those for you.

Michael:

It says I see that we can apply for unsecured working capital. Can we use
this source in a business acquisition scenario? Before the sale of a
business, can we secure this type of financing? How do we approach that?

Art:

I don’t understand the unsecured credit line because most of the credit
lines out there are business credit lines are secured by collateral of some
sort. Now, the ones they’re probably talking about that we’ve had people
go through the class that borrow $70, $100, $200,000 against credit cards,
which would be unsecured. Basically getting from these credit line
companies or like American Express and B of A. Those are the unsecured
ones. And I don’t recommend those because there’s so many other ways to
go that you don’t put yourself at risk that I don’t recommend running up
big charges on your credit cards even though they’re unsecured unless
you’re starting a business. But when you’re buying an existing business
and the company’s making money, there are so many other ways to go.

Michael:

Here’s another. If we buy a business using asset sale instead of stock sale,
the new business entity is considered new, the business, for the financing
purpose by a bank institution. How do we approach a bank for finance
when the new business entity is just established and the existing entity is
going to be dissolved? Most of the bank institutions ask for past three
years of tax returns. How do we show that?

Art:

_____ you’re going in to buy the company, there’s two ways that you can
buy. You can buy the assets or the stock. The reason we don’t buy the
stock, it’s too dangerous. The only time you find that is in a CCorporation. A C-Corporation means that you’re going to buy the stock
and what you end up doing is buying the farm because of the contingent
liability. The person selling you the company, even though they’ll talk
about indemnifying it, you’re going to find that you’re liable for
everything; all the lawsuits that have been filed, if they haven’t paid
income tax, they committed fraud on it, you’re going to go to prison. So,
our rule is you do not buy stock. Now, if you get in a situation and there’s
no other way to go, there is a company that we work with in Florida that
would take that part out.
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Now, on an asset sale, which is what you’re really after, you’re going to be forming a
corporation before you go to escrow. After the escrow is over, your
company is going to assume or take over the assets, certain fixed assets
without liability. Now, from a bank standpoint, unless they’re very stupid,
this is a better deal than they had before because you’re bringing forth to
them a clean, new corporation, you’re shoving in only known assets that
are protected by law -- that’s all you’ve got -- and you’re not taking on
any of their liabilities. So, they’re actually a better deal.
Now what are you doing? You’re showing them the last three years’ financials of the
company that you’re buying. There’s nothing wrong with that. And you’re
going to find the banks don’t normally say anything and it depends on
how long the bank officer has been around. There’s a lot of them out there
that aren’t too bright. What you have to do is be patient, especially with
banks. It’s a numbers game. In other words, plan on visiting four to six
banks a day for a couple of days and by the end of the second day, you’ll
have somebody telling you yes. So, it’s a numbers game. Don’t get hung
up by being rejected. I mean I hold the record in every bank in the world,
as a matter of fact, for rejection. As a matter of fact, they have plagues
with my picture on it.
Michael:

Here’s another question. One business for sale listed on that
bizbuysell.com site is asking for the buyer to come up with 25% down
payment with verifiable funds. Where as, for the rest, they have a source
that is willing to finance the 75%. In this situation, what is the best method
of approaching the brokers since they want to verify funds for the 25%?

Art:

Let me tell you something. I don’t care how long you’re in the business or
how good you are at buying companies, as long as you keep going through
brokers, you’re going to have the same problem. I mean I have the same
problem. I’ve been doing this for 50 some years. Every time I get back to
working with brokers, we’re doing the same thing. They’re trying to
qualify you. They’re trying to do all sorts of things. The thing I taught in
my seminar and I’m going to tell you right now, the easiest way to go out
and find businesses is to go out and find them on your own. And whatever
state you’re in or country, there are directories. In the United States, every
state there are directories out that list the manufacturing companies, the
service companies. They give you the name, address, and phone number
of the owner, of the principles in it, how many employees they have, what
the company makes. And what we normally suggest you do is you write to
five or ten a week or you can call them on the phone. And what will
happen is in a very short period of time, you’ll have a whole backlog of
businesses that want to talk to you. You don’t have a broker in the way.
You can get a lower price because they don’t have to pay that brokerage
fee. The average broker is a pain in the ass. You might as well realize that.
And again, I’m not saying anything that is going to get you trouble,
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Michael, with the brokers because the brokers out there know that. It’s
been a normal thing.
Michael:

Yes, you’ve said it in the course and we’ve said it in the audio material
that V.J.’s probably already heard. The course is slanted that way to go
find the businesses yourself. And we’ve got that letter. Remember Michael
Chan, the guy in New York? I’ve got a copy of that letter for all the people
who order that course, they have that one-page letter that they can modify
and pull in all the calls they want. Remember all the calls he was getting?

Art:

We had a number of them while we were doing that. The thing was
interesting. You had referred a number of people to me and the people that
are going through brokers were going through the same problem this
person is having; every one of them. And all the people that were going
direct were ranting and raving about how great it was doing it that way.
Well, we’ve always gone that way. Sometimes I work with brokers if I
want to be punished or maybe end up hurting my ego because they play all
these games. I don’t know what to say. The easiest thing, if you want to
get around this and not have this happen to you is go directly to the seller.
All that goes away.

Michael:

And V.J., there is a letter that you can use to mail out to the industry
you’re looking for businesses in to get those calls.
He also asked, I see some businesses for sale with SBA pre-qualified. Do
you know what this means, Art? How do you recommend that we would
approach that?

Art:

Most of it is not pre-qualified. They’re saying that the SBA will lend so
much money against certain businesses. You’re going to find if you’re
working on little bitty businesses, you may find that there’s an SBA
possibility. The problem you have with the size business we go after,
we’ve never had SBA financing. Also, before you go out for SBA
financing and waste your time, what I suggest you do is talk to somebody
that has gotten it and if you own real estate or if you own other assets, I
guarantee you, your government organization will tie you up on
everything; everything you own. Like if you have children, they’ll
probably put them in slave labor camp. Any government organization is a
pain in the ass. Do I go through them? Never. I have never gone through
the SBA on anything. All I’m saying is, again, what happens is it becomes
difficult to buy businesses to try to go that way.
Let me tell you something. If you have a business you’re buying that
makes good sense, it’s priced basically at what the market is right now,
you can go to a bank and borrow -- I mean without the guarantee from the
SBA, without going through all that crap you have to go through.
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Michael:

Do you have any recommended list of resources for CPAs, attorneys,
banks, finance sources, financial statements by each state for business
acquisition?

Art:

No. The problem we have, we were asked about things like that when we
were in the seminar business because we had so many graduates. But the
problem is it’s risky because if I recommend a CPA to you or an attorney
or something like that and they’re not any good -- because I wouldn’t have
any idea if they were -- just that Charlie back in North Carolina said that
his buddy, this attorney, is a good person, we’d get sued. And so, we can’t
do that. And again, I work all over the United States. I have the same
problem. I do not have a list I go by. I usually check with a few people
that own companies back there. I don’t know them personally, but I talk to
them and I try to find the best I could find in the area by recommendation.

Michael:

Would Art avoid manufacturing companies that do engineering as part of
their manufacturing? For example, many of the manufacturers in western
Canada are involved in oil, mining, forestry, or agriculture and their
products are related to pieces of large equipment or production facilities
for these industries. For example, conveyor belts, pumps, etc. Although
these companies seem to have proprietary products, the sales seem
dependent on larger projects or the regular maintenance of equipment used
in these industries.

Art:

Here’s the thing you have to realize, and again, we’re going through with
one of the other businesses I’m working on right now. That one I told you
about, Michael, in Utah. And what it is, is there’s a lot companies out
there that appear to be manufacturing companies and the one rule we have
is if they are manufacturing products so that they can go out as contractors
and install them, they’re not a manufacturing company. An example is
heating and air conditioning. I mean if you’re a heating and air
conditioning contractor, you can say I’m manufacturing all the ductwork
for the air conditioning, so I’m a manufacturing business. But then I ask
them, do you sell to anybody else, the basic equipment. They’ll say no. So,
what you have to do is be careful of that. Again, those companies out there
could be manufacturing or they could be in the service business, but if
they have an engineering department, large engineering, the company
maybe a service company. And keep in mind on pricing, a service
company is worth probably half as much as the same type manufacturing
company.

Michael:

Do you usually purchase the real estate with the business? Do you have a
preference for including or excluding it from the purchase?
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Art:

We don’t go out to buy the real estate, but if the real estate is included,
you ought to try to go after it. We can provide the financing for you to get
the real estate also. What you’re going to find is, your business is going to
increase at a certain value, but today in this market, your real estate is
probably going to go up even faster. We’re just talking about the dirt or
maybe the dirt and the building you’re in, but you’re going to find the
increase in the real estate is going to be more than you’re going to get in
your business. So, it’s a good deal. The other thing is if you run into
trouble out there and own a company and you need so money, it is very
easy to borrow against your real estate.

Michael:

Owning multiple companies, after closing on the business, how much time
do you spend getting a company in order? Is this something that can be
done remotely with a few visits or should I expect to be flying out weekly
for the next six months? I realize every situation is different, but perhaps
you can give a little insight to what your average experience has been in
the last few years.

Art:

My average experience, I keep thinking of the same thing. It’s about two
months, but I don’t usually fly in and out. What I do is I go out and during
the first two-month period, I’m there more than I’m not. In other words, I
may be there three or four days a week and then fly back out just so I
don’t get too buried in the company. But it usually takes me about two
months. Basically it’s not just getting things set up, it’s trying to get a feel
of the company so that if somebody is playing games in the company,
they’re not going to pull the wool over your eyes because you’ll
understand what’s really happening there. Also, by being there -- again, if
you just go in and out an hour at a time, you’re not going to get the feel,
you’re not going to hear about the things going on, which they can’t hide
when you’re sitting there all the time. All I can say is you will not believe
the amount of information you gain by just sitting there. I mean if you
didn’t do anything and didn’t check anything, if you were there that period
of time. Again, do it one time and find out how shocked you’re going to
be.

Michael:

For curiosity sake, he wants to know what’s the most number of
companies you have owned simultaneously, if that’s something you want
to share.

Art:

When I got out of Mexico a few years ago, I had 17 companies in Mexico
and we had 6 in the U.S., so that’s 23. But that’s not the magic number
because we were talking the other day, when I was back probably 40 some
and we decided to get involved in the restaurant business, in the motel
business, and these were not large things, but we bought franchise
organization with 12 stores. I then worked with another chain who turned
over 9 to me. At the end of my first year, excuse me, my second year in
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business, I owned 30 companies. Did we have periods during all the time I
was working that we owned more companies than that, we may have
except you see when I was in the seminar business, I was asked these
questions all the time so I had to stay on top of things. Since then, I have
not, but -- I have to apologize, but coming out of Mexico we did have 23
and in my first two years, we did have 30 at one time.
Michael:

Do you have any idea how many letters the college professor -- what’s his
name, John Davis -- sent out at one time when he was prospecting for a
business?

Art:

I think it was about 10 or 15; something like that. You don’t want to send
out too many because if you have a good letter, you’re going to find it’ll
start to overwhelm you. So, just let it build up gradually. You’ll know by
the replies you’re getting whether you want to send more out or you want
to delay for a while. Every guy does the same thing. Let me tell you. He
sits in his office. You come in there to offer to buy the company and
you’re going to pay him all cash, so he puts it on the right side of his desk.

Michael:

Oh, yes. He saves it.

Art:

He saves it. And what happens is, is after a few days or a week, he
mentions it to his wife that some guy came along and offered him all cash
for the business and she’ll say, and -- when are we leaving. And he’ll say,
well, I didn’t call him back. Well, there’s somebody in the doghouse.

Michael:

That’s funny.

Art:

We’ve had that example over the years and although I use it as an example
to people, you’ll find if you go out and send enough letters out, you’ll find
the same thing happening and the guy will say my wife told me to either
call you or get out of the house.

Michael:

The letter works. The letter that Michael Chen up in New York did, he
really refined it down and he tested this thing and he pared it down. I don’t
remember exactly who he was sending it out to, but what he realized in
New York, many of the business owners who he was going after were not
proficient in English. A lot of them were immigrants. And he dumbs this
thing down to about a half a page. He said he was getting a 10% response.
And I have that letter. I’ve got a couple versions of that letter up on the
site for anyone to download when they buy the course. So, he had a
fantastic response with it.
Here’s a guy, Frank Di’Ciarsa, and he says, Michael, please run these by
Art. I’m finding that buyers give you a limited amount of info prior to
your offer. They give you enough to make an offer. They answer
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questions. They claim that all assertions will be validated through due
diligence. At this point, they have no financials on me or you. They’re
very concerned about my financial capability. Question; if Art feels that I - so I guess what he’s saying is he’s not able to get the information. How
can he have better success in getting the financials and the information;
getting over that due diligence?
Art:

Okay, but there’s one problem. He’s doing something wrong when he’s
going in there because when you go in to talk to an owner of a company,
on the first meeting he should be able to get financials. Maybe your
meetings are too short. We used to run about an hour years and years ago.
Now, my first meeting and everybody else I work with runs three, four,
five hours. And what you’re doing is getting know the other party. Even if
the other party doesn’t trust you or feel comfortable with you when you
first came in, after you talk to them a while they will. And toward the end
of the period, ask them for the financials and they should provide it. Now,
if you run into companies and they’re not providing it, I want to guarantee
you when you do get you, almost all the time you’re going to find that
you’ve made a mistake going there. They should not be afraid. And again,
some of them will have you sign a non-disclosure document and you
should be able to get the information because I mean even if you go on the
Internet and you contact brokers, they’re going to ask for a non-disclosure
document. Some of them reply, but most of them do and you’ll get their
financials from them the first time.

Michael:

Yes. It sounds like he’s just talking to non-qualified people if they’re
hesitant about giving financials, there probably isn’t going to be a deal
there.

Art:

They’re lying when they won’t tell you or give them to you. And again,
since I’m working on a lot of deals, I have everything that’s happening to
you happening to me. I have it right now with two companies I’m working
on. I started with them the first part of January. I’ve been having a hell of
a time getting the financials. You would not believe. I’ve been doing this
for 50 years.

Michael:

What do you think their resistance is?

Art:

They didn’t want to show me how poorly they were doing because they
were basically startups. In other words, it was one of these deals where I
said okay you have a startup or you’re a little way from the gate. What you
have to do is go out and buy an existing company and we’ll help you
finance it. I’ll bring the investors in on the existing company and not
yours. Sometimes I have a hard time convincing people to do things a
certain way because it’s different than anything they ever thought of doing
before.
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Michael:

Art, aren’t owners reluctant to share the kind of information needed to
construct a business plan with people who haven’t shown the ability to
pay?

Art:

Well, I understand what you’re talking about and they’re always trying to
qualify you. They’re worried about the thing. When you first go out,
before you even go out to look at a business, the first thing you ought to
do is go to the mirror, stand in front of the mirror and first of all tell the
mirror that you have enough management skill and enough management
experience in that business to run it and be successful. And you’re paying
all cash. You’re not carrying back financing. If you put your dog in to run
it, the average person would not care because they’re getting all the cash at
the close. So, we’re talking about convincing yourself. Go to the mirror to
tell yourself that you have the experience. I have the experience. I have the
experience. After a couple of hours of doing this and driving yourself nuts,
go to your wife or spouse or some friend and practice and see if they
believe you. If they don’t, go back and start again. The other thing has to
do with having enough money. If you don’t go and practice in front of a
mirror, do you have enough money or have somebody else ask you. Do
you have enough money to do this? Well, what is your financial?
Whatever it is, put you on the spot until you get to the point where you
don’t hesitate because what happens is with almost everybody that goes
out, when you get involved and they look at your from a management or
running the business standpoint or they look at it from the standpoint of
whether you have money or not, as soon as they bring the question up, you
act like you don’t have any.

Michael:

Can someone still use your name and your equity, the equity fund that you
have and if they can, how would you answer the seller if they ask you well
Art do you have enough money and how would you answer that using Art
Hamel’s name?

Art:

If they’re not working with me on it, they really can’t use it. And it’s not
from the standpoint it bothers me if they’re using it because it’s good
promotion, it’s good advertising. Here’s the problem we have. Even the
people that registered and going through you, Michael, the thing we run
into all the time is the fact that we have to have a signed contract, a
legitimate one, and we also have to have a complete business plan before
we can do anything. At that point, we actually come and reassure the seller
or the broker and you that we are going to deliver on it. It’s at that point
we do something nobody else has ever done. As we work with our
investors to provide you with the funds, every week you’ll get an update
on who we’re working with, how much money they have, and what the
status is. And if I start on a Monday with our investors, by the time I send
you an email documenting everybody I’m working with, we’ll have raised
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more money than we need to put the deal together. Then the next couple
of weeks, all we’re doing is going out and re-firming it and reaffirming it
and have them deliver the money to escrow. That’s all we do.
Michael:

Will Art consider a profitable company in the metal finishing industry?
Some investors are hesitant about anything environmental.

Art:

Most of the people I work with, investors, are in the manufacturing
business. Most of them at different times have trouble with environmental.
I’ve owned those. In fact, I just got rid of two old suits I had from being in
that business where the damn acid went through the wall.

Michael:

What about the circuit board business -- that manufactured circuit boards?
Was that an environment…

Art:

Circuit boards was one of the deals. We were involved with three different
circuit board companies and they had a lot of acid, but we were also
involved in the metal finishing business. I have never in all the years I’ve
been doing this had one person ever bring up the environment. Now, with
the printed circuit board business, we buying them because of the fact that
you had to have problems with air quality and water and all this other. But
as far as anybody investing in, nobody has ever said anything. What you
do if you’re having that problem, when you put together your business
plan, address it in there. Say we have looked into environmental problems
involving air quality or whatever. If you just put it in there, a sentence or
two sentences, the average person will not challenge your business.

Michael:

That’s the end of this additional question and answer session of more
questions for Art Hamel about his business buying system. Please contact
Michael@MichaelSenoff.com if you need any other help.
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