How to Make Passive Income
and Vending Machine Business
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Introduction

A vending machine is an automated machine that provides items
such as snacks, beverages, cigarettes, and lottery tickets to
consumers after cash, a credit card, or a specially designed card
is inserted into the machine.
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How does a Vending Machine
work?

A vending machine is essentially an automated shop... Each item
in a vending machine has its own selection number or
corresponding button. Customers make their payment, choose
the corresponding item number or button and then wait for their
chosen product to be dispensed.
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13. Steps to start a successful
vending machine business.

1. Decide what you want to sell.

Before jumping into running a vending machine business,
you should make sure that there is a viable chance to
succeed. Do extensive market and industry research to
assess potential and decide what to sell in your vending
machines.

Some products can work well just about anywhere, while
others may appeal to people with specific interests or
preferences. For example, coffee, water, soda, and snacks
can sell well almost anywhere. Salads, sandwiches, and
microwaveable meals might be most appealing to people in
offices or colleges. Remember that food and beverages
have an expiration date. And if you're selling perishable
items, you need to take extra care to keep your order
volume in line with what you can sell.

You might also consider non-food items like over-the-
counter pain relievers, which could attract customers to
restrooms in office buildings, malls, shopping malls, and
transportation hubs.
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Other non-food items sold in vending machines are listed
below. As you can see, there are a lot of options!

e Laundry accessories (detergent, fabric softener, dryer
sheets)

e Electronics accessories (phone chargers, earphones,
headphones)

e Skin care products
e Hair products (shampoo, conditioner, styling products)

e Toiletries and personal hygiene items (toothbrushes,
toothpaste, soap, feminine hygiene products)

e T-shirts
e CBD products (oils and lotions)

e Fitness items (food supplements, towels, gloves, hair ties,
earphones)

e Dog treats

e Beach accessories (sunscreen, glasses, toys)
¢ Nail polish

e Pens and pencils

When looking for a reliable source of products, consider
their unit price for the items you plan to store in your
machines. Depending on the inventory you want to

ALL RIGHTS RESERVED



manage, you may be able to negotiate significant volume
discounts.

When analysing your options, keep in mind that higher-
priced sales items do not always generate the best returns.
They usually come with higher overheads (unit cost, not
having machines with advanced features, etc.). You can be
remiss if you don't consider cheaper items dispensed by
simple vending machines.

For example, a refurbished $ 75 wholesale vending machine
selling stickers for 50 cents in a busy grocery store can make
a better profit than a higher value item from a
computerized vending machine. The sticker machine is
certainly not going to make someone rich overnight, but it
can prove to be a viable way to generate a reliable passive
income.

2. Determine the desired machine functions.

After you've decided what to sell, decide what features you
need and want in your vending machines. Some of the
special features and abilities available include:

e Function for accepting credit and debit card payments
e Interactive touch or voice activated screens LED lighting

e Graphic and branded wrappers that run around the
machine to make it more visually interesting and attractive

Combined food and drink delivery
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e Software for remote monitoring of stocks in the machine.

3. Determine where to buy or lease your vending machines
Some sources for vending machines are:

e Manufacturer,

e Wholesalers

e Specialist dealers and online dealers
e Craigslist

e Amazon

e Ebay

To reduce your investment costs, you can consider buying
used machines or leasing machines.

4. Determine the locations for your machines.

As with any retail store, the location of a machine affects its
sales success. Areas with heavy pedestrian traffic offer the
best opportunities. And of course, the locations should be a
good match for the type of products your machines are
selling.

Vending machines are commonly found in the following
locations:

e Super Market
e Shopping malls and shopping malls

e Apartment complexes

ALL RIGHTS RESERVED



e Hotels and motels

e Schools

e Universities

e Hospitals and health centers
e Laundromats

e Airports

e Train stations

e Bus stop

e Production facilities

Be aware that there may be ADA compliance standards that
must be followed when placing vending machines in certain
locations. Also consider how safe your machines and
products will be. Theft or vandalism-prone locations cost
you time and money when repairing or replacing machines.

5. Choose a company name.

Carefully think about what you want to name vyour
company. Your company name will be one of the brand
values to set your company apart from the competition.

After you've decided on the company name you want to
use, make sure it isn't already in use by another vending
machine company (or similar type of company) in your state
by doing a company name search.
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6. Decide on the type of your business unit.

The corporate structure you have chosen for your company
has legal and tax implications. Your decision will also affect
the time and cost it takes to keep your business in
compliance with the state.

Popular small business structures are:
e one-man business
e partnership Limited Liability Company (LLC)
e S Corporation

e C Corporation

| think it's important to note that for sole proprietorships
and partnerships, a company and its owners are viewed as
the same taxable and legal entity. Therefore, if the
company is sued or gets into financial trouble, the business
owner is personally liable. This means that the private
assets of the entrepreneur can be jeopardized in order to
satisfy the legal claims and debts of the company.

In the other structures, however, the entrepreneur and the
company are seen as separate entities, which guarantees
some personal liability protection.

For entrepreneurs, it is advisable to consult a lawyer and
accountant or tax advisor to find out which type of company
is most advantageous for their situation.
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7. Name a registered agent.

Corporations operating as an LLC, S Corporation, or C
Corporation must appoint a registered agent in the state in
which they are incorporated. A registered agent is an
authorized party who takes "deliveries" (legal and
regulatory notices) on behalf of the company.

To be a legitimate registered agent, an individual or
company must have a physical address in the state where
the vending machine business is registered. For your
convenience, CorpNet offers registered agent services in all
50 states.

8. Register your new business with the state.

Registration documents must be filed with the state in
order to form an LLC or start a vending machine business.
An LLC must file articles of association and a corporation
must file articles of association. There might be other
submissions as well (like the S Corporation election).

States generally do not require sole proprietorships and
partnerships to submit incorporation documents. However,
if a vending company uses a different business name than
one that includes the owner's legal first and last name, they
must file a Doing Business As (DBA). You may also have
heard of DBA, referred to as a "fictional name". The purpose
of a DTA is to inform the public about who runs a business.
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The cost of registering a business varies from state to state.
Details can be found on state government websites, and
most states make their forms available online. To avoid
processing delays, it's necessary to file firm formation
documents appropriately. Consider enlisting the help of
CorpNet to prepare and file your business registration, S
Corporation, and DBA paperwork. Our filing experts have
expertise in handling business formation forms in all 50
states.

e one-man business

e partnership

e Limited Liability Company (LLC)
e S Corporation

e C Corporation

| think it's important to note that for sole proprietorships
and partnerships, a company and its owners are viewed as
the same taxable and legal entity. Therefore, if the
company is sued or gets into financial trouble, the business
owner is personally liable. This means that the private
assets of the entrepreneur can be jeopardized in order to
satisfy the legal claims and debts of the company.

In the other structures, however, the entrepreneur and the
company are seen as separate entities, which guarantees
some personal liability protection.
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For entrepreneurs, it is advisable to consult a lawyer and
accountant or tax advisor to find out which type of company
is most advantageous for their situation.

9. Obtain to EIN.

Any business that will have employees or that is registered
as an LLC or corporation in the U.S. or U.S. Territories are
required to obtain an EIN (Employer Identification
Number). A Federal Tax ID Number is another name for an
EIN. Individuals who are the responsible party for a firm and
have a valid Taxpayer Identification Number can get an EIN
for free from the IRS (SSN, ITIN, EIN). Request that CorpNet
handle your EIN paperwork so that your application is
accurate and approved swiftly.

10. Establish a business bank account.

Not only does having a separate bank account for business
activities make accounting and tax time easier, but it's also
necessary for keeping the '"corporate veil" between
business owners and their organizations intact. LLCs and
corporations, as previously stated, are regarded
independent legal entities from their owners. When
corporate and personal finances are mixed, however, a
court of law may rule.

11. Obtain any necessary business licenses and permits.

It's important to research any federal, state, and local laws
and regulations that your vending machine business must
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comply with. | encourage entrepreneurs to talk with their
attorney. Also, CorpNet’s business license services can
identify all applicable requirements and even prepare and
submit the required forms to obtain licenses and permits.

12.Sign contracts with business or property owners and
managers at vending sites.

Businesses and property owners will likely expect you to
compensate them for allowing you to install your vending
machines on their premises and for the electricity your
machine uses. Typically, compensation is paid in the form
of a commission that’s a percentage of a machine’s gross
sales. It's critical to spell out commission rates, terms, and
conditions in an agreement.

What is a reasonable commission percentage? Some
experts in the vending industry consider seven percent to
be the norm, while others even consider 25 percent to be
appropriate. Ultimately, a commission rate should satisfy
the party providing your location while providing you with
an acceptable profit margin... So do the math before closing
your deals!

The points that most machine contracts cover include:
e The contracting parties

e The duration of the contract

ALL RIGHTS RESERVED



The type of machine (s) and products sold Location (s) of
the machine (s)

damage payment

e Parties' responsibilities in relation to machine damage,
maintenance, and service Notification of machine failure

Exclusivity provision (if applicable)

Rights to add, remove, or replace machines Termination
clause (to terminate the contract in the event of a breach of
contract or a location that turns out to be unprofitable) This
is only an excerpt of what a machine contract could contain.
As with any legal document, it is helpful to either have a
lawyer draft the contract, or at least have it reviewed to
ensure that it is fair and meets your needs.

13. Keep track of your business compliance obligations.

Like any type of business, a vending machine company must
stay up to date on all of its tax returns, reports, licenses, and
other compliance requirements in order to remain in good
standing with the state, local communities, and the IRS.
Failure to comply with compliance obligations can lead to
fines, penalties, loss of liability coverage and even the
administrative dissolution of the company. Lawyers and tax
professionals can advise you on responsibilities and due
dates. A simple way for you to keep track of your upcoming
submissions is to use our free online portal. Not only do we
provide you with an easy way to keep track of your
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deadlines, but we can also prepare and submit the
submissions and reports for you.
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Advantages of the selling
machine

Low start-up costs - machines can usually be financed. Aside
from a computer, printer, and phone to manage your business
and a vehicle to maintain your route, you probably don't need
any other equipment.

Flexibility to Set Your Own Schedule - In general, you have the
freedom to refill vending machines and raise funds whenever it
suits you.

Ability to Easily Change Your Product Selections - For example,
let's say you have a snack machine, and a certain Doritos flavour
isn't selling well. You can quickly decide to replace this product
with a different flavour or snack entirely. Controlled Growth -
You can set the pace of how fast you want your business to grow.
Some business owners keep their "day job" while gradually
ramping up their vending business. You can choose to add
machines to your route, if your time and finances allow, when
you are ready to expand.

Simplicity - After you have signed business location contracts and
set up your vending machines, running a vending machine
business isn't all that complicated. You need to maintain your
machines to keep them in good working order, replenish
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machines as needed, and collect money from your machines. Of
course, you also have administrative tasks such as recording your
financial transactions, reporting and paying taxes and handling
all customer-related problems.
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Three ways to get started

Buy a vending machine franchise

Start your own vending machine business Whichever method
you choose; you should discuss legal matters with a lawyer and
financial and tax matters with an auditor or tax advisor. The cost
of starting a vending machine business can vary widely. The way
you get into the industry, the types of vending machines you use,
and the products you want to sell all all affect how much you
spend upfront and on an ongoing basis.

Option 1: Buy an existing machine shop.

Buying an existing vending machine store or route can be a quick
way into the industry. It offers aspiring vending entrepreneurs
instant customer accounts and a secured source of income. It is
important to research such options thoroughly before jumping
in. Find out why the current owner is looking to sell and
investigate all aspects of the business to uncover business-
critical issues. For example: Check the machines to make sure
they are working properly.

Review existing contracts with customers and suppliers.

Check the financial reports.
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Option 2: Buy a machine franchise.

Vending machine franchises offer a proven business strategy for
beginning a successful vending machine business. Purchasing a
vending machine franchise enables entrepreneurs to start a
business with much of the administrative and operational
infrastructure in place.

Keep in mind that franchise costs and support levels vary from
one to another. Generally, there is an upfront franchise fee to
buy into the opportunity and then the franchisor takes a
percentage of the franchisee's profit or charges the franchisee a
monthly fee.

Also, make sure you understand your responsibility for running
your franchise unit according to the franchisor's rules (ex. Start
your own vending machine business as a third option.

Of course, this option involves the most effort. It does, however,
give you the most flexibility in starting a vending machine
business that meets your idea. Starting from the ground up
entails locating machines and determining where they will be
placed. Since option 3 takes the most effort and thought, let's
take a look at the general steps to get it done successfully.
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Types of Vending Machine

1. COFFEE VENDING MACHINES

Coffee is one of the most popular items sold in vending
machines around the world. In the UK alone, over 8 million
cups of coffee are sold every day.

2. FOOD AND BEVERAGE SELLING MACHINERY

Food and beverage vending machines are a great
investment as they are designed to operate with two
temperature zones so that food and beverages are kept at
the ideal temperature level.

3. SNACK SALES MACHINE.

Snack machines are a good money maker because they can
sell a variety of foods. That is why many factories and offices
have this machine on site for their employees.

4. FROZEN VENDING MACHINES

Frozen foods are products that work really well in vending
machines. However, since these foods can easily spoil, deep
freezers are often equipped with a glass front.

5. SMART SALES MACHINE.

A smart vending machine is like any traditional vending
machine. What makes it stand out, however, are its
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advanced features like the touchscreen and intelligent
customer interface.

. ELEVATOR VENDING MACHINE

Elevator vending machines are those designed to easily sell
sensitive and perishable items such as sandwiches and
pastries.

. OFFICE MACHINES

Having office vending machines eliminates the need for
employees to leave your work premises. While these
machines may discourage your staff from leaving the office,
they will thank you for them because of the convenience
they bring.

. CUSTOM TURN MACHINES

These vending machines are designed for specific products.
Just tell the machine what you want, and they will design a
machine for you.

. ICE CREAM VENDING MACHINES

Ice machines give a really big profit when the temperature
rises. These machines are also very popular on the beach as
people want something refreshing to quench their thirst.

10. GUMBALL AND NOVELTY VENDING MACHINES

Gumballs are a treat for the kids. It is not surprising why
gumballs and vending machines with news are often found
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in amusement parks, amusement centres and malls.
Vending machines business for everyone

Starting a vending machine is not that simple. It requires

research and market

ALL RIGHTS RESERVED



