How To Identify and Create
Positive Cash-Flow Real Estate in
Today's Market

Creative Strategies For Accelerating Your Financial Freedom And Massively Grow Your Wealth

Income Properties

What I would like to cover now is income; income
properties or what I call cash cows. Predominantly, there are only
two kinds of property. There are ‘income properties’ or what I
call ‘cash cows’ or there are ‘growth properties.

Cash cows are a property that produces more income than
they cost you. You buy them to create income; that is your
purpose for doing it.

The other type of course is growth properties. I call them
chunk deals. When I am talking about chunk deals, what I am
talking about is having a property that you do something to.

Now it might be as simple as shuffling paper, it might be doing
some hard yards on it or it might be building something.
Changing something, doing something, creating something,
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whatever. You are doing something to a piece of real estate to
make it worth more. This is called a chunk deal because what you
do is you create a chunk of money. You create that chunk of
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money in any economic climate.

Cash Cows

A cash cow is what I am going to cover now and why you

would want a cash cow as part of your portfolio. Cash cows give
you lifestyle. Cash cows are there to produce an income stream

For you. Inside !is Report:

When I was going through my early years, cash cows were CASH COWS 01
the things that made the difference in my portfolio. The first RULE OF TWO 02

made an enormous difference to me. Then next one that put COMMERCIAIL 05
$5,000 a year in my pocket made an enormous difference. That UNDER MRKET RENTAL 06
$100 a week from that second property was $100 a week that I

property that put $2,000 a year positive cash flow in my pocket

LEASE & SUBLEASE 06

did not have to work for, did not have to get out of bed for. It
came in regardless of anything else that I did. EQUITY-DOWN DEALS 16
In my initial 18 months of property investing, 6 months DISCOUNT BUYING 16
was of training, learning, gaining experience, getting out there FINANCE 17

and doing as much as I possibly could to learn, as much as
possibly could to try and cement in my head the strategy that was
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right for me. That meant that following 12 months I then starting
investing and in that 12 months that was the time that it took to
totally replace my accounting income. The income that I was
working 40 to 60 hours a week for; 12 months worth of investing,
6 months worth of thinking and learning.

What I quickly realized was that what I wanted was
income; I needed income coming to me regardless of what else I
did. So that those little properties put $20 a week extra in my
pocket or $100 extra in my pocket, I just figured that if I could
just get out there and accumulate enough of them then I would
have my income replaced.

Now I did not have a lot to start with so I had to be pretty
creative or inventive to get out there and start the ball rolling and
make things happen. I am not saying it is impossible, what I am
saying is it is hard work. If you are starting with any base at all it
is going to be much easier for you.

I have had lots of students that have gone through with
me, very similar to myself, that started with nothing. Absolutely
nothing. Some of them started with less than nothing if you can
have less than nothing. They began with negative but have done
exceptionally well.

When you create that income, let us say, an extra $100 a
week, that is $100 you do not have to work for. When you get
enough of those that you have got your basic needs covered, then
you have got lifestyle. Then you have got choices. Then you can
choose what you want to do. The very first thing that you should
be doing is working out how much exactly you need to cover your
basic needs right here today in the lifestyle that you live right
now.

How many people can honestly tell me that they are in
that position; that they know how much income they need to
cover their basic living expenses? Not many. You need to know
this because that is your first peg in the sand.

This is your first point that you can aim for. Put your peg
in the sand and say ‘this is my level of income that I am shooting
for first. Because when you can do that, and say okay, this is what
I am shooting for then when you get there and you see that you
can achieve this and you see yourself accumulating that extra
profit, it will make a huge difference on your lifestyle. Put the
$100 a week that you have created in your pocket or reduce a bit
of debt meaning you have got more money available when you
need it.

When you get to that point where you have got your basic
needs covered, then life becomes a choice. If you hate doing what
you are doing, effectively, you could stop working and still live the
lifestyle that you live. You could choose to go and do anything
you want, you could go in and work in a foreign mission. You
could go and work part time. You could work full time on your
Or you might love doing what you are doing.
Creating that benchmark on the side means that if anything
should ever happen, you get an illness, a friend gets an illness,
something happens, the job does not exist anymore, the company
goes broke, whatever, you are still in a position of security because
it does not affect your lifestyle. Anything that you do on the side
is a bonus. You have got your basic needs covered. It may not be
a grandiose kind of figure that covers ‘I want to live here’ and ‘I
want a trip over there’ and ‘I want this kind of car’ and ‘T want

real estate.
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this kind of property’ and whatever else. That can be a secondary
issue. What you need to maintain your lifestyle as it is right now
is passive income.

This should be your starting point, your shooting point
that you are going to go for. This gives you lifestyle, this gives you
choices.
wealth.

This gives you your freedom. It does not give you

What gives you wealth are growth properties, growth
properties that continue to grow and expand and build into much
bigger, greater portfolios the longer you have them. Creating
chunk deals, creating equity, getting out there and manufacturing
and making it happen. That is what gives you wealth. You need a
combination of the two. Neither can happen in isolation. I do
not care how big your pocket is right now, if you only focus on
cash cows, you are going to run out of equity or the abﬂity to
continue to invest. If you only focus on growth deals, you are
going to run out of cash flow. You are going to run out of the
ability to continue to exist because if you only focus on growth
deals, what you are doing is you are tying yourself to an alternate
income stream to support it. Mostly, growth properties do not
cash flow, not in the short term so it is that balancing act that you
have to put into place.

The Rule of Two

Let us have a look at some income deals. A cash cow
basically is all of your income less all of the expenses related to
that property and if you end up with a positive amount, you have
got yourself a cash cow. There are a few things you can do to
assist in working out this process. I have a rule called the ‘Rule of
Two’ and if you have not heard of it, it does not matter because I

made it up. But this is how it works.

The Rule of Two says this; if you have the purchase price
and you divide it by 1,000 (for those of you who are
mathematically challenged, you take off three zeros and you are
done). Then you multiply this figure by two. The figure that you
are left with has to be equal to or greater than the weekly rate for
that property to be positively cash flowed.

Eg.Purchase Price x 2
1,000

= Weekly Rent

So if you buy at $200,000 property, you have got
$200,000 divided by 1,000 is $200 multiplied by two is $400.You
need to be getting $400 a week or more from that property to
make it positively cash flowed.

Eg.$200,000 x 2
1,000

If you are looking at a property in a certain area and it
does not meet the Rule of Two it does not mean you cannot buy
one. This is just the rule of thumb. The final figure will vary
depending on how much the rates are, how much you pay in
management fees and a whole group of other things but it is a
really handy guide when you are talking about the residential
market to give you an indication of the ballpark figure you need
to be thinking about to make this property positively cash flowed.

= $400 p/w rent (or more)
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When I talk about the Rule of Two I am talking about
pre-tax. If you are buying a property that has a large degree of
depreciation deductions against it and if you are in a structure
that you can claim these tax deductions against any other income
then that Rule of Two ceases to be a Rule of Two. It will come in
as a rule of about 1.6 to 1.7 because it takes into account the
depreciation of the tax deduction, for not spending any money
and being able to get a tax credit back on that.

The Rule of Two is also based on paying interest on 100%
of the mortgage so if the mortgage is $200,000, we are talking
about paying interest on $200,000. My philosophy is that unless
you have got $40,000 (in this case 20% of the property) sitting
around in cash, you have paid off your house, you have no debts
and you have got $40,000 in savings, you will be borrowing
$200,000. If you are taking your $200,000 out of equity out of
another property to go and buy this particular property, the
$40,000, you are still paying interest on 100%. $160,000 of that
will be secured on the property that you are buying and $40,000
will be secured on your other property. Either way, it is still 100%
borrowing. This is a rule of thumb only.

This is an ad that was in a newspaper a number of years
ago when I was speaking up in central Queensland. I was
speaking to an audience of 175 people on a Monday night. I
come from central Queensland so I was up there visiting family
and stuff and I read the little local paper which is called the
Morning Bulletin. I did not get to read it until after lunch and

this is one of the ads in the property section:

House divided into four units.
All returning $100 per week.
Urgent sale - $135,000

Cash Positive $11,400

Does this make the rule of two? Yes, it does. Immediately
you have now got a reference point to say I am in the money. I
have got a cash cow in my hands.

On the Monday night, I spoke to the group and I pulled
out the paper and read the ad and I said who saw this ad? About
75% of the room put their hand up. Fantastic, which one of you
bought it? All the hands went down. They could have been like
me. Idid ring up about it but that was after lunch on a Saturday
and they had already gone. Too slow.

I said who actually rang up about it? 10 people put up
their hands. 10 out of the 75% that saw the ad. T said what
happened to the rest of you why did you not ring up about it? It
sounded too good to be true. I acknowledged the ones that rang
up and were too slow. I was one of them. But those that did not
even try were giving up a pension. A pension for life for as long as
they wanted to own that property. An index pension because it
will continue to increase in value because the rents will ultimately

go up from $11,400.

To buy an $11,400 index pension not only for life but for
generations ahead would cost you in excess of half a million
dollars. So those people who did not even try were giving up a
lump sum benefit of half a million dollars. Why wouldn’t you be
excited about an $11,400 pension. That would be the equivalent
to you investing that money and getting that as a pension for life
through the generations but with index?
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It does not make sense to ignore an opportunity like this
and the fact is that I reckon everybody in that room had the
potential to buy that property - everybody. For some of them, it
would just be shuffling paper, nothing more.

There are two types of cash cows. There is the ‘direct cash
cow’ and there is the ‘indirect cash cow. When I say a direct cash
cow, it is like the one I just explained. From the day you buy it, it
puts money in your pocket. That is what a direct cash cow is.

Characteristics of direct cash cows

. Regional Areas

. Dual / Multiple Occupancy
. Multiple Streams of Income
. High Rental Demand

. Commercial

. Under market rental

. Lease/Sub-Leases

. Rent to Buy / Lease Options

There are certain characteristics to look for if you are
looking for a direct cash cow but there are also indirect cash cows.
These are the ones that are harder to see. They do not fit the Rule
of Two. They are going to be muddled in amongst everything else
and maybe it is your own ignorance that stops you from
identifying the opportunity. Quite likely that will be the case. I
have seen literally hundreds of these deals go by under people’s
noses. Properties that they have driven past everyday for the last
10 years on the way to work but never identified that it was a
possibility. Never identified that it was a potential indirect cash
cow.

One of the programs that I run is called a Platinum
Program and one of the people in this program admitted to
driving past this particular property on their way to work every
day for the last 10 years and never took any notice of it. 'The
opportunity to buy it was there at any point in time but he never
recognized this property as an indirect cash cow. Let me describe
this deal to you.

When he first started to drive past that property, it was a
very old, really ugly factory. It was more of an old shed; you
could not really call it a factory. It was on a busy road and one day
when he was driving past he saw a sign on it.

He thought it was interesting that anybody would want to
buy what he thought was a piece of rubbish. A week or so went
past and he saw a sold sign. Some idiot did, he thought. Then
some three months later, he noticed that there was a sign on it
again. He thought, he knew it was a piece of rubbish, they are
selling it again. But this time it had an architectural designed
picture on the sign and what it might look like if you built
something there. It was sold again a week later.

Then about nine months later, after continuing to drive
past this same building every day, that picture had now become a
completed building with a for sale sign up again; there were now
beautiful new commercial buildings.
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The sign was up there and it said nine for sale and then
eight remaining, five remaining, last one available and finally all

sold.

What he drove past everyday was an opportunity at a
number of levels. He had an opportunity to get in there and buy
it initially and get what we call a DA on the property. A
‘Development Approval’ which is an approval to get a building or
a type of building or possibly a zoning depending on what the
zone is, but this is zoning to build a certain style. Getting that
through the council to say that you can build that particular
building there, increased the value of the property immediately.
So that was a chunk deal.

The person who got the DA could have continued on
with that but in this instance they actually took their money and
ran at this point in time.

The next person who came in had the opportunity to
manufacture a cash cow. He went in and he produced nine
commercial premises. In this particular case, that person that sold
all nine of premises but that person did have the opportunity to
sell only seven or six and keep the remainder. By doing this they
could take their profit from those properties, take the money that
they made and pay down the debt that remained on the
remaining premises that they decided to keep. If they did that,
they could have had a piece of commercial real estate in a prime
location that is worth more than it was when started so they have
manufactured growth.

But they would also have created a passive income stream
because the debt on that property would now be so low because
they used the profit from the others to pay down the debt on the
remaining premises.

This is a complicated structure and it is a little bit more
advanced but this kind of deal could have been a little house.
This kind of deal could be a subdivision. This could be anything
and this is where the opportunity to make a cash cow is now. It
might be buying something that is really old and ugly and run
down and making it beautiful and then renting it out and now
because it is beautiful, not only have you increased the value of
the property but you have increased the rent and now it might be
a cash cow.

These are the hidden ones that you would not necessarily
pick up on unless you tune yourself into them. This is where I
want you to start tuning yourself; in the indirect cash cow
market, but first there are characteristics that you are going to
have to start to look for. Let us have a look at some of these

characteristics.

First of all, in some cases, a direct cash cow could be in a
regional area. Some of you may not be comfortable with that. I
get a lot of that particularly from people who live in the city. I
grew up in a bush so I have no bias but I have some mates who
have grown up in the city and live in the city and their attitude
towards buying something not in their own suburb is very strong.
They have the attitude that they are good people so good people
must live in the same suburbs that they do so it will be safe to own
an investment property in their suburb.

Take that a step further, when you go out of your own
suburb, just down the road, that will be okay too. It is safe to do
that because you will have good tenants there as well and that is
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nice and safe from an investment perspective. But they have this
idea that just because you might buy in a rural area, that you are
going to get a rat bag tenant. Rat bag tenants live in rural areas,
but they live right around the corner from you no matter where
you live. You can get a rat bag tenant anywhere. The issue is not
your tenant. The issue is your management agency.

You should be managing your management agency, not
your tenants, in my opinion. The reason I say that is because
when I see people who manage their own properties, typically,
those properties are under market rental. Typically, they are not
managed as well as they could be. Typically, particularly if the
owner is a little bit soft like I am, I let the tenant get away with
blue murder. I will not manage any of my properties. I always
manage my properties through a property manager and I manage
If you have got a rat bag tenant, you are not
managing your manager efficiently. It is not a product of where
that property is this can happen anywhere.

my managers.

Regional areas generally do have a high yield. Some more
so than others. What you have got to do when you look at any
regional area, whether it be a mining area, a rural area or
whatever, you have got to look at the fundamentals and this is
where the economic model and the microeconomic model or a
region really starts to become apparent. I think you have to be
little economists because what you have to look at is what is going
on at a micro economic level.

Is the town or suburb sustainable? Is it reliant on any one
particular industry and if anything should ever happen to that
industry, are we going to be in trouble? What drives the town,
what drives employment in the town, what drives the wealth in
the town? Where is it coming from and is it diverse enough and
strong enough not to be totally reliant on any one thing in
particular?

I remember in my early days, I actually gave up a property.
It was a property that I was offered which was a block of seven
units and it was in a mining town that had one mine of a medium
to small size and it was totally reliant on the nickel industry. This
is pre-resource boom. It is also pre-me being very financially
strong. At the time, that property had a positive cash flow of
$38,000 a year. Do you know how much difference that would
have made to my life back then? Enormous. I refused to buy the
property. The reason I refused to buy the property is because in
my financial state at that point, I could not afford any lack of rent.

That property was for sale for $320,000 and I could not
afford if that property was not rented, to pay the repayment on
that property and the property was supported by one small to
medium industry. In previous years, I had known that town,
when the nickel price was not so high, not to reduce the rent so
that you get a tenant. It is a case of board up your windows and
wait till the nickel price comes up and the mine reopens. That
was the potential of this particular property. I could not
withstand that and I said no. The property is worth a whole lot
more now, probably a whole lot more income comes in from it,
but I still maintain I made the right decision then because my
financial situation at that point in time could not withstand
anything to go wrong. I always look at risk profile when I am
making a decision. You should to. Had that property come to me
today, I could not sign the contract quick enough. I could not

sign it quick enough now but back then it was too risky for me.
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So that is where you have got to look to the fundamentals.
Is it always going to be a town or have the potential to be a ghost
town?

Multiple or dual occupancy or multiple
incomes stream properties

The more income you have coming in from the one
purchase, the more likelihood that the property is going to be a
positively cash flowed property. I am talking about a duplex, a
triplex, a fourplex or then you go to a six pack. Multiple income
stream properties could be blocks of units and things in the
residential market but it could also be in the commercial market,
strip of shops, etc. Strips of shops, is where you have two or three
shops in a row so you have more income coming in from the one
purchase.

You might be able to buy something that will you can turn
into multiple income streams. Upstairs / downstairs rented out
separately.
something that you can turn into a duplex or triplex or a fourplex

Houses that you can turn into multiple flats;

etc.  Something that you could put another residence on.
Something that you could potentially strata title or subdivide or
build some storage facilities or rent out the shed for parking.

One on my properties in America gets rented out for
storage. The garage gets rented out for storage for $100 a month.
So have a look at how you can maximize your income streams.
What else can you do to make this thing positively cash flowed?

You have got to start thinking outside the box. In the
beginning my reality of how I thought things should be hindered
my wealth, hindered my success, hindered my progress. Most of
you will be thinking in traditional mindsets.

One of my students bought a block of four units in a
pretty sizeable regional town supported by number different
industries. It was a block of four for $230,000 and each of the
units was rented out for $100 a week. It is not quite a cash cow
but it is getting there. If my student shares the opportunity to
renovate it and increase the rental on the property, then it could
become a manufactured cash cow.

By renovating you will increase the value of a property. It
becomes a bit of a chunk deal on the side and then you may have
something that is positively cash flowed.

But this student did a bit more than that. As part of her
renovation she took this little lean-to in the backyard and cleaned
out all of the rubbish that was being stored in it. She then put a
bit of a carpet down, a splash of paint, put in four washing
machines, four dryers, a coke machine, a pinball machine, a
chocolate machine and one of those space invader machines. In
all she put in six slot machines.

The students who predominantly rented these units
invited all of their mates around. They put in a lounge and a TV
and this room became this little social Mecca where everyone
used to hang out. While she increased the yield on the property
for the traditional rental model that she had, on average, from
those vending machines, she cleared an extra $500 a week in
coins!

Do not think that you have to think inside the box.
Think of what else you can do to create income streams, multiple
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income streams. Always look for areas where there is a higher
rental demand. Whilst most of you may be just thinking mining
areas, and there is a high rental demand in mining areas at the
moment, but what about in the suburbs that are close to
universities? What about in suburbs that are close to shopping
centers? What about in suburbs that are close to universities?

What about in the surrounding areas of major transport hubs?

What about where you have got a transport hub, where
they do what I call ‘infill housing. They are allowing multiple
income stream properties so that you get most people living
around where the transport hub. This is so that they can easily
commute to town so that the local councils do not have a
problem with cars and traffic and whatever else in the major city
centers.

What makes people live in an area? Is it employment, is it
transport, it is lifestyle, it is all of those things? Think about what
markets you are targeting so know what you are targeting and
think about what makes that economy tick. How secure is it,
what is happening from fundamental perspective? That affects
your yield. It affects your growth.

Commercial

Commercial is a little bit different. Remember how we
talked about the Rule of Two. Commercial generally has a higher
yield on it than residential so the Rule of Two does not apply to
commercial. If you are talking about commercial throw the Rule

of Two out the window. It does not apply.

I have got a new rule for you. It is called the Percentage
Point Split. In commercial, what happens is the tenant normally
pays for all of the outgoings. They pay for the rates, they pay for
the body corporate, they sometimes pay for the insurance. The
lease has been set up and they pay for the maintenance and
everything else on the property. They pay for all that stuff. What
you end up paying for as the owner of the property is the interest
on the mortgage. So if you look at the Percentage Point Split
between the yield that you are getting on the property and the
interest rate that you are paying on the property that is your
positive cash flow or negative, as the case may be.

So if you have a property that has got a 10% yield on i,
you are returning 10% on the commercial property and you are
paying 8% interest, what is your Percentage Point Split? Two
percent. So if the property was worth one million dollars, how
much possible income have you got? $20,000. Now, that is the
rule that you should be thinking about when you are out in the
field or on the internet, or talking to somebody on the phone
when you are talking about commercial.

The other thing that affects our cash cows in the
commercial market is the business environment. So you are not
only thinking about the economic environment of the
surrounding areas and all of those other factors that we are going
to spend some more time on. But, you have got to think about
your tenant. If your tenant is losing money, it is not their
problem, it is your problem because you would not have that
tenant for very long. They are going broke; they are going to go
out of business. Now, you have got a vacant piece of real estate.
So, you have got to pay a lot of attention to the well being of your
tenant.
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You can improve the well being of your tenant even if they
do not seem to know what they are doing. You can help their
business and thereby, strengthen the position of your tenant,
strengthen your ability and be able to keep the market rentals,
and have a more enduring positively cash flow property.

Under market rental

Under market rental, this is now. There are, literally heaps
of properties around at the moment that are under market rental.
First let’s look at the residential market. Primarily, they are going
to be properties that have been owned by the one owner for a
long period of time.  Because, typically, what happens is,
particularly if they are managing the property themselves, that is
even worse.

For example: You have little Mr. Smith, he manages his
property. He has been doing it for 20 years. He is got a number
of properties, and he is got Derrick living in one of them and
Derrick has hurt his arm. Derrick is out of work. He has hurt his
arm, poor Derrick.

He will keep his rental at a $100 a week which is what he
has being paying for the last 10 years. Mr. Smith would not want
to increase his rent because, he has been a good tenant and he
looks after things and he does this and does that and whatever
else. But, if Derrick went somewhere else, he would have to pay
current market rentals.

I had a property that I bought with exactly this situation.
It was a block of five units on the Sunshine Coast. I inherited one
tenant, her name was Mona. It was so appropriate. Dear old
Mona, she would wince at everything. Now, the current market
rental at that time was about $220 a week. Mona was paying a
$140. Mona had paid a $140 since she moved into the block
some six or more odd years ago. It was managed by an agency, but
Mona had it all over this agent. No one in the agency was going
to say ‘wait a minute, how come she is getting to pay $140 a week
and everybody else is at the market rental?’ It was because she is in
this ‘situation’..

Hang on a minute! I do not care what ‘situation’ she is in.
Mona, if she goes somewhere else, has to pay $220 for that unit
somewhere else. So, if I am a charity, I want the choice to be able
to give, in this case, $80 a week, nearly $4,000 a year to who I
consider to be the most needy and to me Mona was not that
person. So why would I let that situation continue? There were
other more needy causes that I could choose to give my $4,000 a
year that I was not getting from Mona, than Mona.

Now, the agents did not want to go and see Mona and tell
her this news so I did and I bought it up to market rental. Mona
moaned, and she carried on for so long. She started to pay the
rental but would moan that she was going to leave, that she would
find somewhere else, and that this was not fair at all etc. But
Mona found it very difficult, not only to find a property that she
could pay $140 a week for, but a property of similar ilk that she
could pay $220 a week for, but she eventually moved on.

So bring things up to micro financial if the rents are lower
than they should be. You are not a charity in that regard. If you
want to be charitable and you want to give money, fantastic, go
and do it. I absolutely support it, but choose where you put that
money.
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In the same way as residential, there are opportunities in
the commercial market with under market rentals. In the
commercial market it is more apparent because their leases may
often be longer. Typically, commercial tenants may have a three
or a five year lease or even a 10 year lease or longer and the clauses
in that lease can vary greatly. Some of the clauses may be increases
to market rental or have a review periodically to make sure they
come up to market rental, but a lot do not. They may have a fixed
3% increases and over time you will end up with 3% not being
enough to keep up with the actual market rental. Market rentals
might have been going up at 6%. You compound that over a
number of years and what you are doing is being a charity all over
again. Have a look for these opportunities.

Have a look for when leases come up and how much the
difference between current market rental on the leasing market
and what they are being charged right now. There may be an
opportunity to buy in because in the commercial market,
commercial prices are set by the yield. It is a factor of yield, a
factor of your rent. That is how the price is set, unlike in the
residential market where it is set by comparable sales analysis and
things like that. It is set on how much are you getting on the
property. 'The cap rate in that area is x percentage therefore the
value of that property is x.

Let us say you had the opportunity to buy a piece of
commercial real estate for $200,000 and it was being rented for
$20,000 a year at a 10% return. But what happens if that property
really should have been bringing in $30,000 - $200 a week but
they are just not paying because they are on to this long lease and
whatever else? When the market review comes or rather, when
the lease comes, you renegotiate the lease up to $30,000. Guess
$300,000. You just made
$100,000 by doing nothing other than bring your rental up to

what the property is worth now?

market value and getting what the property is really worth. There
are opportunities like that everywhere so look out for that in the
commercial market.

Leases and subleases

Leases and subleases is where you have a great opportunity
to look at the leases. I will not go into this in a great detail
because it is a little bit risky. It is where you have an opportunity
to take out a master lease and then sublease the same property
out. It is risky in that you are signing a contract where you will be
liable for that lease and therefore responsible for it. It is a way in
which you can get passive income quickly but it is a way in which

you can also go broke very, very quickly.

Lease options

Rent demise and lease options are your typical wrap deals.
They come under the three different forms primarily and they
cach have right ways and wrong ways of doing them. This is not
really a strategy that I personally use. The only way I will go into
a wrap deal is with somebody else who wants to do the work. I
have nothing against this strategy, absolutely works; it is just not
for me.

My personal bias is that I want to own a property. I do
not want to be leasing it up to somebody else. The rents go up and
you end up paying more than you would have if you just rented
the property in the first place.
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If T am the owner then I am the keeper and this strategy
requires a certain amount of personal interaction and my
personality is such that I am too soft. I am not tough enough to
do it. So the only way I will use this strategy is with somebody
else.

Example 1:

Block of 6x2 Bedroom Units
$430,000
Currently returning $57,500 per year.
Zero Vacancy

A block of six units at $430,000. The income on the
property is $57,500 a year. It has 0 vacancies. Is this cash cow?

It is. This property puts about $15,000 to $20,000 a year
into your pocket. They are ugly units but they are in an area that
is a good, strong, solid little town. It has been supported
predominantly by rural industry but they are always going to be
rented, so does it really matter if it is in whoop, whoop? Probably
not. Are you are going to get much growth out of it? Probably

not. Does it matter? Absolutely not.

I once bought a property and it probably looked worst
than this. It was in a mining town and that it was the ugliest
thing you could possibly imagine. It was a block of five units but
that property put $27,500 a year into my pocket year after year
after year. Did that property ever go up in value? Notalot. I
paid $250,000 for it. It could have bought properties that would
have quadrupled in value with the same money but did I care. I
bought this property for cash flow.

Example 2:

$945 plus per week
represents 18.00% gross returns.

This is based on a $290,000 purchase price and
there are some left from $265,000 so the yields
would be even higher. The $945 per week is based
on $180 per night with a 25% vacancy rate (the
cheapest room rate is now $200 per night and the
Hotel is close to 100% occupancy until
Christmas).

This property returns $945 plus per week, representing an
18% gross return (gross not net). Its purchase price was $290,000.
Over Christmas it has100% occupancy. The figures are based on
a 25% vacancy rate and $180 a week. That does not mean that
this is going to be what you get because there is a big chunk that is
going to come out for the management of this property. To
finance it you may need a little more equity because it is a more of
a hotel style property but the type of property that it is does
compromise its value or its potential value in the future.

Example 3:

Price: $950,000
Rent (p/wk): $110-$120 p/wk per unit.
20 UNIT ACCOMMODATION VILLIAGE KAWANA

Features: A/C, Games room. Entertainment
room and spare land on this block. Only 3 blocks
away from Central Queensland University and set

www.MyRealEstateSystem.com

on 4834 m2 allotment in a quality residential
location this modern 11 year old 4 unit blocks
consisting of 20 rooms comes complete with a
recreation room, covered entertainment-BBQ
area. Laundry, secure fencing and a car-park for car
accommodation. This investor’s reality returns

$110-$120 p/wk per unit.

This one here, is in a university campus 20 unit
accommodation village. 20 units priced at $950,000 all rented
between $110 and $120 a week. Is that a cash cow? Yes it is.
How much money would we need to buy this property?

How much equity will we have to have? 30% at least.
That would be almost $300,000 that you would need to look at
in equity from somewhere else to be able to buy this property.
But this property puts in excess of $20,000 a year in its owner’s
pocket.

Do you think over time that rents probably go up? Do
you think over time these rents go up and your positive cash flow
increases? Yes. So sometimes you have to take the longer view. I
mean in this one here it is positively cash flowed from day one but
sometimes you have to take the longer view that it may not have
positive cash flow the day that you buy it.

I will tell you some more stories because many buyers will
say to me ‘but you are an accountant, you are an economist, you
are different’ That is a lot of rubbish. All of those things made it
harder for me because I had to desensitize myself to what was
normal and acceptable. Someone without the kind of
programming that I had will find it a ot easier.

Case Study:
Linda & Nick before they met Dymphna

I met a lady Linda through one of my coaching programs.
Her situation was that she and her husband had credit card debts,
a personal loan, a home loan; in total $186,000 worth of debt. So
they were in 0; they were minus $186,000. This is what they did.

Credit cards

e Bank of Qld Visa $ 15,000

e Commonwealth Visa $ 5,000

e ANZ Visa $ 10,000

e Myer Card $ 2,000

¢« AGC C/Card $ 5,000

e American Express $ 7,500
Personal Loan $ 30,000
Home Loan $112,000
Total Debt $186,000

Now, this is where I am saying you can start with nothing
or less than nothing but your road is not going to be ideal. You
may have to do deals that you cannot do on your own that you
have to share. You may have to do deals and cut deals with
owners or where you bring in a joint venture or enlist strategies
that make you gain a property in the first place.
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Deal 1:
Profit $ 78,000
Cash flow $ 48/wk
Duplex 2x 2x1 - asking $98,000.
Current rent $85 / week x 2
Contract for $78,000.
Rent immediately put up to $105 / week x 2
Renovations undertaken. $22 000
Company Set up costs and legals $7,000

TOTAL OUTLAY:
$15,600 + $22,000 + $7,000 = $44,600

TOTAL DEBT PROPERTY OWES:
$78,000+$22,000+$7,000 =$107,000

Rent post Renovation: $125 / week x 2 = $250 / week
$185,000

The property involved in this deal was a duplex, a 2x1.
The duplex was $98,000 so they contracted it at $78,000. So they
had good negotiation skills to bring it down that far. The rent
was immediately put up to $105 a week from $85 a week to the
market rental. Linda did the renovation with a partner which
cost $22,000.

Post Reno Estimates value

They set up their companies and other bits and pieces and
after the renovation it was revalued at $185,000 with a post
renovation rental of $250 a week. So the positive cash flow at the
end of the day was $48 a weck and the profit was $78,000
although the profit was shared.

Deal 2:
2 x 2 x 2 DuplexOs
Asking price $85,000 / duplex
Had been rented for $125 / unit (x4)
Offered $80,000 / duplex

He had to renovate the bathrooms to our
specifications. He was to Vendor Finance 20% for 12
months, interest free.
He Agreed!!
Sold one duplex for $120,000
$120,000

They still were not able to do a deal by themselves so did

Re-valued other to

another joint venture this time with two duplexes. The asking
price was $85,000 and they were rented for $125 a week per unit.
They offered $80,000 and asked to be financed for 12 months for
20%. He agreed.

So on that day when they settled on the property they
only had to pay the owner 80% of the property and they paid him
the following 20% in a year’s time with an agreed interest rate.
Okay, so that was the deal that was struck. One of the duplexes
was sold within that time for $120,000 which meant that the
other one was then worth $120,000 because that is how
residential property is valued. It is by comparable sales. So what
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they did is they set a bench mark for the value of the other
property. It was revalued $120,000. This also meant that their
equity had gone up, what was left over would have been positively
cash flowed so that they can move on.

Deal 3:
House blockD country town
Asking price - $2,500
They bought it!
Bought a house for removal $ 25,000
Removal costs (Big learning curve) $ 37,000
Council, plumbing & electrical $ 8,000
Renovation Costs $ 10,000
TOTAL COSTS $ 82,500
Rent appraisal $180 / week
Valuation $150,000
PROFIT $ 67,500

With the next property they still had to do a joint
venture. They still could not quite get out on their own because
when they were making money they would reduce their debt.
They were trying to get rid of some of that old debt because they
were starting from $186,000.00 behind. So the money they were
making so far they were taking and paying down off their old
debts and getting rid of what they had previously accumulated.

Their next purchase was a property in a little town in
Queensland. The purchase was a residential block for $2,500.
Then they bought a removal house, which in my opinion they
paid too much for; it was $25,000 for the removal house and
another $37,000 for removal and set up and $8,000 for hook up.
There are a lot of strategies here that can be used to reduce these
kinds of costs but all in all after an additional $10,000 renovation
the total cost of the house was $82,500. It was rented for $180 a
week and revalued on completion at $150,000. So they made
$67,000 profit. I believe that there was probably an additional
$20,000 to $30,000 that they could have made if they had had a

little more experience but it was still a great result.

Deal 4:
House block — Same small town
Asking price $ 3,000
They bought it!

Move a 3 bedroom, 1 % bath for $60 000 delivered and stumped
Small Reno $ 10,000
Revalue $ 175,000
Pro"t $ 102,000

The next deal they still could not do on their own so they
did another joint venture because they were just still paying off
their debt. So they did a similar deal in the same town. They
purchased some land for $3,000. They moved a three bedroom
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house for $60,000, delivered on stumps. Sometimes you can also
get the house rewired with new electrical in the price as that is
often something that needs to be replaced. They completed a
small renovation for $10,000 and had the house revalued
$175,000 and that is $102,000 profit on that property, thank you

very much.

Deal 5:
Price $155,000
Renovated & turned into 5 brm boarding house.
Reno costs $15,000
Rent $520 / week
Revalue (post reno) for $250,000
Pro"t $80,000

A similar one for $155,000 was renovated into a five
bedroom boarding house.
complications. It is much harder to get insurances and make sure

Boarding houses can come with

you get all of the correct licensing in place. You must be very
aware of the fire ratings, have fire alarms installed and all other
fire requirements that are necessary. It is very important that these
things are investigated thoroughly.

So they spent $15,000 for the renovations on this one. It
was revalued post renovation for $250,000 with a rental return of
$27,040 per annum. It now had an additional value of $80,000 as
well as positive cash flow.

Deal 6:

$125,000.

Lots of hiccups with this house. Had unconditional

Agreed to buy house (under market value)

approval from non conforming lender - hours before an
extremely delayed settlement, Lender Cancelled
Settlement. Begged & borrowed — settled with cash.

Approached bank to finance within hours of settling.
Between signing contract and bank valuation another

house 4 doors down sold for $160,000.
Rent $200 /w
Immediate Pro"t $35,000

Another joint venture; they still could not do one on their
own. They agreed to buy a house under market value for
$125,000, it was a great deal but they had a lot of hiccups. They
could not get the finance by the settlement date as the bank
backed out and did not approve their loan. They knew they could
not ask the vendor for an extended settlement as by this time the
vendor had realized that he was selling the property under market
value. Just in time a friend came to the rescue and they did settle
and it was immediately revalued at $160,000 with the rent at
$200 a week. They made an immediate profit of $35,000.

Deal 7:

Purchase Price - $ 15,000
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New Kitchen $ 7,500
Legals $ 1,500
Total Cost $164,000

Re Valuation $220,000
Pro“t $ 56,000

Another joint venture. Purchase price was $155,000.
They put in a new kitchen for $7,500 a few extras, total cost of
$164,000 and revalued it immediately at $220,000, a profit
$56,000.

So it has started to become a little bit boring now because
they are using similar kind of strategies but it is what has worked
for them. It works for them because they could do the work.
They did not have any money. They could do the work and make
it happen. Like them, you can make it happen and you can make
it happen surprisingly quickly, but it is not going to be easy.

Deal 8:
3 Bedroom, 1 Bathroom House on large corner block
Asking Price $ 67,000
Paid $ 65,000

Desperately needed renovating.

New everything except bath tub & Toilet. Painted

everything!

Reno Cost approx: $ 22,000
Renovation took 3 % mths.

Rented for $220 / week
Re-valued House $130,000

Next they bought a three bedroom and one bathroom
house on a large corner block. This was their first own deal. The
They paid $65,000. It desperately
needed a renovation. They spent $22,500 and renovated over 3 %
months and then rented it at the end for $220. It was revalued at
$130,000.

asking price was $67,000.

Deal 9:
Bought a 1 bedroom house for $63 000
Agent estimated real value at $75 000
Tenant in place for $125 / week.
Pro"t $12,000

The second place they bought on their own was a one
bedroom house for $63,000. The agent estimated the real value to
be about $75,000 so they put a tenant in place for $125 as it
already had a profit of $12,000. It is not a lot but it means that
there is a future. They did this all that in 12 months.

Joint Venture Summary

Property Pro"t Cash Flow
JV1 $ 78,000 $ 48 / wk
V2 $ 80,000 $ 80/ wk
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V3 $ 67,500 $ 49/ wk
IV 4 $102,000 $ 61/ wk
Jvs $ 80,000 $270 / wk
Jveé $ 35,800 $ 11/wk
Jv7 $ 56,000 $-42 / wk
V8 $ 47,000 $ 82/ wk
Own 1 $ 47,000 $ 82 /wk
Own 2 $ 12000 $ 20/ wk
Total $557,500 $578 / wk

Now, they are the JV’s and obviously, that has to be shared
but basically, they made over half a million dollars in profit and
through that process accumulated $578 a week passive income
which is pretty good going considering where they started from.

Another one of my students did a no money down deal as
well. T was talking about growth strategies at one of my workshop
events spoke about how to actually do a development approval.
How to actually submit the paperwork with all the councils,
consultants and everything else you need to make a development
approval work and there was this young girl in the audience who
was about 19 years of age.

She came to me after the event and said that although she
didn’t have any money and it might sound silly but the strategy
that she absolutely loved that she learned this weekend is the
strategy of the development approval and she thought she had
She said her best
friend’s parents have a property on the outskirts of a small town in
Victoria and all the developers have wanted it. They had been
offering them as much as $1.2 million to buy the property to
develop it.  She said that they wanted subdivide themselves but
didn’t know how to go about it so she thought that she could
maybe do it for them. I said if she was prepared to stick her neck

worked out how she can put it into place.

out and make that happen, to speak to me throughout the process
and she ran into any difficulties, to let me know.

Anyway, she went to her friend’s parents and told them
that she had put together a feasibility study as part of her
program and that she had been doing a lot of extra training and
that she was learning how to do what the developers actually
wanted to do on that land. She said that she could do that work
for them and that if she managed to obtain development approval
on that land, it would be worth much more. She asked them to
give her six months to try and get the development approval for
them. The parents agreed and as part of the agreement she did it
together with her friend, their daughter and through this process
she would learn how to do this also.

Part of the deal also was that any profit, any extra money
that was made over the $1.2 million that they were being offered
for their property; any increase in the value, that she could create
by doing that development would be split 50/50. But her share
would be split with the daughter, her friend so their daughter was
getting a quota and learning the process.

She got them to sign a few forms that she put through to
council but unfortunately she was a bit optimistic with the six
month time frame and could not get it done in that time. It took
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her nine months to do, but she increased the value of the
property by $400,000. That meant that she got $100,000 out of
the deal - $200,000 went to the parents and the remaining
$200,000 got split between her and her best friend. She and her
best friend now had $100,000 to start their own property
portfolio to buy their very first homes. Would that not be a really
good kick start to get into your first property at the age of 19?

Example:

Reginal, NSW Commercial Office $175,000

Current Rental $400/wk ROI 11.88%
2 Bedroom Unit Upstairs +
Commercial Shop downstairs

Analysis

Purchase $175,000
Income $ 20,800
Rates $ 0
Insurance $ 650
Interest ($175,000@7.5%) $ 13,125
Mgt Fees (@ 8%) $ 0
Passive Income $ 7,025

Another story starting with no money. In this instance
they used applied knowledge to make it happen. When you start
with commercial properties, it does not have to be with millions
of dollars.  This was a little commercial property in Reginald,
New South Wales for $175,000 that was rented for $400 a week,
ROI or Return on Investment of 11.88%. Upstairs was actually
residential but it was all under a commercial lease and rented
together.

If you are paying 8% at the bank, the percentage point
split is 3.88%. 3.88% of $175,000 is $6790.

There was $20,800 income coming in. In this case the
tenants paid the rates but they did not pay the insurance and
there was no body corporate. It was not management through
any agency because the tenants paid it directly and it was on a
negotiated contract so there was no getting out of the contract or
whatever else. Everything was done through their solicitors.

The passive income on this particular property was just
over $7,000. $7,025 passive income for a $175,000 spend is not
too bad but is it going to cost 30% equity because it is
commercial.

Let us look at those figures. In this case, it would depend
on whether the owner is actually registered for GST as to whether
that is plus GST. It is $20,000 worth of income but you do not
have to be registered in the commercial market for GST and
collect GST and pay GST etc, unless your income from your
commercial property exceeds $75,000 so in this instance you
would not have to be registered for GST so it would not come
into it.

This does not apply to residential property as you do not
have to be registered for GST in residential properties regardless
of how much the income is worth over $75,000 or not.
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To work out the passive income on this property the ROI
we are actually working out is based on paying interest on 100%
of the mortgage. Your real return on investment is infinite
because the entire amount was borrowed but what is important is
your opportunity cost ROL

This is a calculation that gives you the ability to be able to
compare one investment with another. In this particular case we
have got $52,500 (30% of $175,000) that is going to be required
in equity or money from somewhere else, to be able buy this
property.  So $52,500 is required plus approximately 5 % in
estimated costs to cover other bits and pieces involved in the
purchasing of the property. It is going to cost $58,000 to get into
this deal so that is $58,000 that I am choosing to put into this
deal that I could be putting somewhere else.

This is where your opportunity cost analysis starts to
come in. How much return am I getting for the opportunity cost
of investing in this deal versus this deal or what else could I be
doing with my $58,000 worth of equity?

Is this deal good enough?  This deal might require
$58,000 but the next deal might require $200,000. How do you
compare two deals like that?

The answer is in the calculation of an opportunity cost
analysis, opportunity cost ROL Itis 12%. How do I get 12%?

$7,000 which is the passive income that we have got
coming in for the opportunity cost of investing $58,000 into this
deal as opposed to another deal. So $7,000 divided by $58,000,
gives you roughly 12%. Soitis 12% return investment.

Since I have no money to invest, I am actually investing
money through borrowing the lot. I need to ask myself if I could
a 12% yield somewhere else because really if I am paying 7.5%, my
real yield on this property is actually 12% plus 7.5%. I am
actually getting a 19.5% yield. But 7.5% is going to pay the
interest on the money where I borrowed the $58,000. So you
need to think where else could I place that money and get about

19.5% return, 12% after paying interest on my money.

Analysis

Purchase $175,000

Passive Income $ 7,025

ROI Infinite??

Opportunity Cost ROI 12%

Deposit Required $ 52,500

Costs @ 5% $ 5,900
$ 58,400

The place you could get more return would be in another
property deal. You are not going to get it anywhere else but I am

biased.

There was a particular property that was one of those
properties that I drove past for 10 years on the way to work. This
particular property is a handkerchief sized piece of real estate on
the corner of an industrial estate. This little handkerchief piece of
real estate used to be just a hedge, but somebody that was
thinking out of the box like I obviously wasn’t decided that this
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piece of real estate could be something they could do something
with.

So they went to the council that owned it and actually
negotiated to buy the land free hold.
might have been able to buy the lease hold on it but they bought
the free hold on it on this handkerchief sized piece of land. Then
what they did is they erected signs and went about and started
selling signage to the local businesses. They sold enough signage
so that in a few years’ time, I saw an ad to sell their sign business
and this little piece of land for $300,000 plus GST promising a
10% return on your money.

In some instances, you

UNIQUE INVESTMENT OPPORTUNITY

Sale by Negotiation
$300,000.00 + GST

MAROOCHYDORE

Unigue investment opportunity on a dedicated
signage site located on the Sunshine Coast
yielding 10% nett p.a. - $30,050 Positioned at
the entrance to a thriving retail/commercial
estate. lis is a rock solid investment that will
continue to perform.

If you were offered a deal that had 10% return on your
money, on something that was totally hands free and you did not
really have to do very much with it at all, would you be
interested? Yes. There itis: $30,000 worth of income, $300,000
purchase price and it cost you 7.5% or 8% let us say to pay the
interest on your $300,000. You would get 2.5% or 3% roughly on
your $300,000 return. Passive, not gross.

Now, the interesting thing with this one is that it is a
business model. It is an opportunity that everybody including me
drove past and missed and it is a cash cow in a high growth area.
The person who bought this business, I know and he said I can
get more out of this. There is nothing on the backs of those signs.
People driving the other way can see those signs. I am going to
sell signage on the other side particularly the front ones and he
actually erected one on the other side.

He was able to increase the income on this property by a
third, $10,000 a year so it is now $40,000 income coming in.
Which now makes that property worth $400,000 - $510 a week
return on a $250,000 purchase This is the same amount of money
as what it would cost to buy a four bedroom apartment in a
university complex. Only in five years time, your property is
going to be trashed and you will have to replace everything. You
will have a downturn in your yield over the Christmas period and
that property will be harder to finance and your management fees
are also going to be very high.

The same argument can be applied to a retirement village
with that of an equivalent value property in a neighboring suburb
where anybody can buy and anybody can live in. The property in
the neighbouring suburb will go up more than the retirement
village property but I have a bit of bias to this style of investment.

Buying sight unseen
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Always do you due diligence. I am not a great believer in
buying a property that I have not seen. Or that somebody that I
trust implicitly has not seen. This is a perfect example.

There was a lady in one of my mentoring programs who
bought a property. She is a New Zealander and this property was
actually in New Zealand. It was a block of four units that she
could buy for $176.000 and the rent on it was really good. It had
positive cash flow and sounded fantastic.

In the contract she made sure she had a pest, building and
finance clause in there. She went over to have a look at it and
found that she was no longer that keen on the property for a
number of reasons. This property and the other properties on the
street had had a gang move in but not only that although at the
moment the tenants appeared to be paying their rent but in the
adjacent street one street over where the gang had previously
resided, it was now burnt out. There had been little fire that
burned out the street so naturally she wanted to get out of the
contract. She wasn’t overly concerned because she thought she
could easily get out of the contract due to the finance clause. So
she got her solicitor to write a letter saying that she was unable to
complete the contract because she was unable to get the finance.

The vendor however said that this was not a problem and
that he would provide the finance — at a 10% interest rate.
Unfortunately her contract only said ‘subject to finance’ - it
should have said ‘subject to finance sufficient to complete to
buyer’s satisfaction’. It did not so she had no out. She had to
legally accept his offer of the finance. There is a happy ending to
this story in that she was able to get out of the contract but only
because she cried her eyes out and he felt sorry for her. That is the
only reason she got out of that contract so worse case scenario, if
in doubet, try crying!

Example:

Here are some other scenarios. Previously I mentioned
under market rentals and things like that. A typical example is
100 km out of Brisbane, a property is for sale for $550,000.

Advertisement

Blockof4x2x2
Price $550,000

Brisbane: 105km (direct#line)
OPerfect InvestmentO

Both sets are excellently maintained with one
block undergoing a refurbishment in the last "ve
years. Fully tenanted and showing excellent
returns and located in a top class east side
location. Unit blocks of this caliber rarely come
on the market so act quickly. lere is a total
return of $1150 per week potential to increase
rents to $1320 per week.

It is a 4x2x2 which means it is a complex comprised of
two sets of four each with two bedrooms which are rented at the
moment for $1,150 a week and could probably be increased to
$1,320 a week. It does not sound like a lot but when we look at
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that, first of all, how much money do you think we would need to
buy that property? What percentage are we going to have to put
in to buy that property? How much are we talking about?

Normally it would be 20% for residential, but because it is
eight units it is considered a commercial deal. Under six units is
normally considered residential depending on which bank you
are dealing with but complexes above six, you are definitely going
to be paying a commercial rate which means you are going to have
to put in 30% to buy that particular property under a commercial
deal. However in this instance they did actually only put in 20%
which means they have obtained finance as a residential property.

The reason for this is because there are two separate titles
- two blocks of four units which means they were able to
negotiate two contracts with two separate banks and able to have
an 80% lend on those properties instead of 70%.

Analysis
Purchase $550,000
Income $ 59,800
Rates $ 3,500
Insurance $ 900
Interest ($550,000@7.5%) $ 41,250
Mgt Fees (@ 8%) $ 4,784
Passive Income $ 9,366

This property was $550,000 with the income just under
$60,000. Taking out the costs such as the interest rate, rates and
management fees leaves $9,366 as passive income. This is pretty
good but the property was under market rental.

Purchase $ 550,000
Passive Income $ 9,366
ROI Infinite??
Opportunity Cost ROI 7.4%
Deposit Required $ 110,000
Costs @ 5% $ 17,150
$127,150

First of all, you need to work out what the opportunity
cost ROI is. We are going to have to put in 20% plus our costs
that we will round off at 5%. Our opportunity cost ROL is the
passive income, $9366 divided by $127,150 which is the equity
that you have put in from somewhere else.

The opportunity costs of putting $127,150 into this deal
as opposed to using that equity somewhere else comes in at 7.4%.
The fact that you are paying 7.5% somewhere else means you are
going to get a return of around about 14.9% real return on the
property. Remember that we have $1,150 a week as the current
rent and it could $1,320 so that is $170 a week extra.

Analysis reworked

Purchase $550,000
Passive Income $ 17,499
ROI Infinite??
Opportunity Cost ROI 13.76%

Deposit Required $110,000
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Costs @ 5% $ 17,150
$127,150

It does not sound like a lot of money extra but if you do
the figures again the same deal with more income now the
opportunity cost ROI is 13.76% return. If you add the 7.5%
interest you would be actually paying on the deal it makes the
return on that property in excess of 20% return. Now it sounds
even better and where else are you going to get that kind of yield?
In my opinion there is nowhere else except in property.

Maximum return

Look for maximum return on your property where ever
possible. Consider putting in storage facilities and things like
that, to maximize the income from any one property, whether it
be a parking facility, a duplex, or by adding extra dwellings. All

these things create more income, more cash cows.
Advertisement:

438 Creswick Road, Ballarat Central
Two Road Frontage Close to Lake and CBD $125,000

What a ripper! This two bedroom with study,
weatherboard home in need of a bit of T.L.C is
located in a prominent central location within
walking distance of Lake Wendouree and the
C.B.D. Set to the front of an approximately
825m?2 block with two road frontage. Be quick.

Why would I be interested in this ad if it was among
thousands I have seen on realestate.com or domain.com or any of
the others that are out there? “Two road frontage’ absolutely
peaks my attention. 800 square meter block; that means it is
probably bigger depending on the council requirements in that
arca. That also gets my attention. Needs TLC (Tender loving
care) — that means it is a renovators delight. It means that I can
fix it up and compound my return. By fixing it up, I can increase
the value of the property and I can increase my yield on the
property.

Because this property has a two lane frontage, the thing
that needs to be checked is whether I can actually get across to
both sides of the property where I can access the properties.
Assuming I can, I can build another residence on the back,
assuming that is fitting in with the council guidelines of an 825
square meter block. It may or may not, depending on the council.
Alternatively, I might go and build some storage facilities on the
land. I would probably fit four storage units on the back would
probably return more than putting something on it because it is
not going to cost as much. That is actually what happened with
this block. This was a multiple use property.

Case study:

lan & Helen

Age 40’ish, Married 3 Kids

Financial Position when they started with Dymphna
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Helen working 6 days as hairdresser and a Ian, a
Fireman

PPR value $590,000

Mortgage $380,000

Equity $210,000

Survival Mode!

I would like to mention Helen and Ian. Helen was my
hairdresser. She earned $18 an hour when she came to one of my
mentoring programs. $18 an hour and that was their financial
position at that point in time.

They had a $590,000 property that they owned with a
mortgage of $380,000. The total equity at that point in time was
$210,000 and this was where they started with me, they were in
their 40%s. In their own words they were in survival mode.

Deal 1:

Purchase Price $110,000
Good condition, good part of town, doesn’t need repairs.
Currently rented $230/wk

Est. market value $240,000

They bought an $110,000 property in good condition, in
a regional area and rented it for $230 a week. They fixed a few

things up  and brought the estimated market value up to
$240,000.

Deal 2:
Block of 4, 2 titles
List Price $228,000
Purchase Price $138,000!!
Immediate Costs $ 55,000
Rented at $ 660/wk
Estimated value $550,000

Then they bought an ugly block of four units that was on
two titles. They had enough room to build another two units on
the land but they got a bit slack and have not done this and
therefore not maximized their return but that is beside the point.
It was listed for $228,000, but they purchased it for $138,000,
post negotiation. They had signed a contract at $228,000 but
because there was documentation that only came up in the
searches after the contract had been signed that through a good
solicitor showed that the council was demanding a retaining wall
be put in on this property and that was going to cost a lot of
money. So they got a quote to show the vendor how much that
this was going to cost and through negotiation they were able to
bring the price down to $138,000 if they would fix it rather than
the vendor. The vendor walked away from the problem because he
did not want to do it. That was why he was selling.

The property was rented at $660 a week. They revalued
the property after a few renovations and other bits and pieces and
the retaining wall which cost $55,000 and with the problem fixed
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it was now worth $550,000 as well as being positively cash

flowed.

Deal 3:
Land $83,000
New residential subdivision
Sold for $120,000

Time Frame 8 mths

Then they bought a block of land off the plan stage, one of
an eight stage development which they sold within an eight
month timeframe for $120,000.

Helen & lan — Post Dymphna

Equity/Pro"t

ASer Before
House $ 130,000
Units $ 367,000
Land $ 43,000
PPR $ 700,000 $210,000
Total $1,240,000 $210,000
Passive Income  $ 318/wk

Better lifestyle, Helen now works flexible hours in real
estate and Ian can follow his dream of playing in a band!

After just 12 months with their initial $210,000 worth of
equity they were now in a situation where they owned their own
home. In the process they actually sold their house and built
another one, so they manufactured growth in their own home for
$700,000. They had $43,000 profit on the land. The units they
had increased by $367,000 and they have been increased by
$130,000.

Helen is not longer a hairdresser. I am her only client that
she continues to do hair for which we always do over a glass of
wine and basically, her passive income was $318 a week or
$16,500 a year.
because once they were continuing to do what they wanted, she

That made an enormous difference to them

fell in love with real estate and now works as a real estate agent
part time and he had the ability to be able to follow his dream
and he might be a fireman but he loves playing in a band so he
now takes time off and does that. That $16,500 has given them
the freedom to be able to do that. They have got a clear path to
be able to move forward.

Business Cash Cows

When you start looking at businesses, you have got to
leverage yourself.  Some businesses are easy to manage for
example Laundromats and things like that. They can be placed
under management. What you do not want to do is to buy a
business that you are stuck in; where you are working in it and
not on it.

These are some really quick figures on a leased option or a
rent to buy: This is not a strategy that I particularly like to do but
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these are numbers on one that I did as a joint venture with
another party.

Lease Option Example:

Purchase $83,500
Wrapper loan 95%
Settlement money needed
Deposit $ 4,175
Costs $ 3,000

$ 7,175
Wrapee deposit received $ 5,000
Total cash outlay $ 2,175

$83,500 is the purchase price. The wrapper is me, the
owner of a property. They have got a 95% loan. The settlement
required to make that happen meant that I needed a deposit of
$4,175. The cost was $3,000 so it is $7,000 all up.

The new person coming in who is doing a lease option or
a rent to buy contract on this property is putting in a $5000
deposit. Typically, the buyer is going to be somebody that cannot
get a loan somewhere else. They are going to be credit impaired
in some way but still have the capacity to be able to repay it. So
initially the joint venture was actually out of pocket $2,175.

Analysis:

Wrappers interest

($83,500 + $2,175) @ 7% $5,997
or $645/month
Wrapee payments $15,547
or $ 1,150/mth
Positive cash flow $505/mth
or $6,060/yr
Net return on investment of $2,175
or 278.6%

From an interest perspective, we looked at an interest rate
of 7% which meant $83,500 came in at a cost of just under
$6,000 which is $645 a month, it was costing. The wrappee was
paying $1,000 a month, or it was $1,150 a month to take the
property and buy it as fixed price at the end value. Plus there was a
positive cash flow of just over $500 a month which if you look at
the percentage return on your money; that is a $2,000 outlay for
$6,000 return which is a 278.6% return on your money. But
these deals are a bit of work. It is not my favored strategy but it
does work and it is a cash cow.

Overseas investing

Property investing does not have to be Australia. My
gitlfriend bought a property in Bad Berneck which is in Bavaria,
Germany for €42,000.00.

Bad Berneck, BavariA
Purchase Price

€42,000
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€300/wk
37.1%

Rental Income

Gross ROI

Rental is coming at €300 per week, which is a 37.1%
return on your money. Do we care what a Euro is? No. The rule
of two still applies no matter what the currency is.

Another example was purchased is the Unites States for
US$89,900. The ROI on this particular property was 26.9% after
the costs and bits and pieces.

Four Units. Beautiful Victorian building.

Separate electrics. New exterior paint. Garage
and o%-street parking. Close to Elementary

School.

Listed Price $89,900
Current Rent/Mth $2.016
Taxes / year $3,105
Good Faith Estimate $5,394
Insurance & other $ 900
ROI 26.9%

Case Study:
Natasha - age 19 - Party Mode

Cash cows come in many different shapes and sizes. A girl
I know, Natasha who was 19 at the time and in party mode when
I first met her but prepared to give anything and go. She bought
two caravans, one for $4,000 and $6,000 for the other. She fixed
them up and rented them out.
$3,000 but she could not borrow to buy them so had to have the
savings help from her father. The rental on them was $440 a

The improvements cost her

week.
Purchases $4,000 + $6,000
Improvements $3,000
Rental Income $440/wk
Park costs $180/wk

Passive income $260/wk or $13,520/yr

The caravans were sitting in a mining area that did not
have enough housing for the miners which is why she was able to
get that much money for them.

Ravenshoe B Reno

Purchase $ 62,000
Reno cost $ 15,000
Current value $130,000
Will rent for $ 160/wk

She then went on to buy a property in her hometown for
$62,000. The renovation cost her $15,000 which she did herself
with the help of her father. The current value is $130,000 and the
rental of the property was $160 a week.
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Hughenden B Cash Cow

Purchase $ 35,500
Rental Income $  100/wk
Current value $ 40,000

Then she did a similar kind of deal but the next property
did not really need much of a renovation. It was a cash cow from
the beginning. It cost $35,500 and was rented for $100 a week.
The value immediately after buying it was $40,000 so although it
was not much under market value it gave her a bit of a boost.

Characteristics of a manufactured cash cow

. Under Market Rentals

. Improve for Higher Yield - Think Laterally
. Build it

. Create more Income Streams

. Reduce debt for higher yield

. Creative Management
. Equity Down and Discount Purchasing
. Selective selling

Under market rentals, improve for a higher yield, think
laterally, build it, make it, create more income streams, reduce
your debt for a higher yield. Creative management, think outside
the box constantly!

Equity down, obviously, that is the slow method but
basically if you are putting money in, it is going to be positively
cash flowed and by selectively selling over a period of time it can
help you to create more income.

This property here was a property that a gentleman on the
Sunshine Coast owned. His daughter was going to university in
Brisbane. He looked at the prices of sending his daughter to
university and he found that they were exorbitant. So he decided
to buy a property near the university. He paid $265,000 for the
house. It was a large house and he converted the garages into two
more bedrooms. He did a lease with his daughter, a commercial
lease. She took out the lease with the ability to be able to sublease
out the other rooms. She then subleased all the other rooms for
$100 a week. So that property produced, after renting out the
other rooms a $12,300 passive income per year. Plenty for the
daughter to be able to have some spending money while at
university.

Large 5 Br house, 3 Bathrooms, DLUG, Living area

upstairs and down, close to Uni, train & shops
$265,000

Converted to 7 individually rented rooms after garage

Purchase Price

Conversion Costs and some additional plumbing $15,000

Rented to Uni Students at
Positive cash &ow

This was cheaper than putting her into housing at the
university and he has an asset that is increasing in value. She gets

$100/room
$12,300/Yr
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$12,000 a year to live on while she is at university and it did not
cost him anything, so he decided to throw in a car.

How do you get the real estate to ring you with that kind
of deal. They don’t; you have got to chase it. You have got to start
to recognize those kinds of deals.
mentioned when a business not making any money, it is your
problem. This is an example of a business that was not making
very much money. Look at what it is needing. Is it on a busy
road? Look at the entrance, does it have signage? Does it need
better signage? Blue might be a pretty color that you like but go
for a color that attracts attention and not gaudy rather than
something that blends into the landscape. That is not what you
want when you are looking for a commercial property. A new
entrance, which may cost $25,000, a repaint and some signage
will mean that the property is worth more. It will increase the
It will increase the business. It will increase the

Remember, previously 1

rents.
profitability of the tenant in there. He loves you to pieces because
of what has happened to his business and this is where caring for
your commercial tenants really starts to come into play.

Equity down deals

This is where I was talking about paying down debt earlier,
where you have a property where you might build eight units and
you might sell six and keep two. You use the profit that you make
on the other six to pay down the debt on the remaining two and
keep them. That property could be in a growth area that is
positively cash flowed.

Another mate of mine, he is a very successful developer.
He has been doing this for years and years and his daughter did
not want to have anything to do with this business. She wanted
to go to university and she wanted to be a teacher. Right or
wrong, from the day she was really little, it was her thing. She
wanted to be a teacher so he said to her, that he had no problem
with her being a teacher but he would like her to take 12 months
off and spend it with him so that she has some other skills as well
as being a teacher that she can rely on. She agreed. She took what
we call a gap year before she went to university. He also said to
her that he was not going to pay her any money for the next 12
months she was going to work but he was not going to pay her
any money. Instead, he was going to do this project together. He
would put in the money required to do the project but she was
going to be the one to do the project. He wanted to teach how
how to do this. Again, she agreed.

The project began and she negotiated on the land. She
negotiated with the architects, the building and the DA through
the council as well as the town planners and everybody else along
the way. She had negotiated to buy a block of land that they could
build 16 townhouses on which they did. They got it through
council and built the townhouses and then she sold eleven of
those townhouses and kept five. Of the five that she kept, she
used the money from the sale of the eleven to pay down the debt,
not completely but mostly down on the remaining five.

She went to university next year and became a teacher.
That is what she wanted to do. But the difference between her
and the kid that would have gone straight out of university and
gone into teaching is that she went into teaching with a passive
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income of $50,000. She went into teaching with a pension of
$50,000 that she could live on. She did not have to worry about
her income anymore. She had done it. But she went on and she
became a teacher and I spoke to her father probably the end of
the last year and he said, she is still a teacher and the property is
going up in value and she has never done any more but she never
has to worry about having to work again because the rents have
gone up and the townhouses are paid down.

She has that bench mark that I spoke about in the
beginning. She has her basic needs more than covered. She has
got that done and dusted. So now, she can do what she loves
because she wants to do it. Se loves being a teacher teaching lower
primary school children. She is doing it because she loves it, not
because she has to.  She has got that covered. Is that not
something that you think you would like to strive for? That is
what cash cows can do for you. That is why you have got to be
balancing this portfolio.

Discount buying

. Mortgagee in Possession
o Deceased Estates

. Forced Sales — Divorce, Moving, Illness, Old Age,
Financial Pressure

o Rates Defaults
. Public and Perpetual Trustee
. Ill-informed Seller or Agent

When you are buying, you are looking for a deal. You are
not just looking for an average kind of property; you are looking
for a deal. You are looking for a mortgage in your possession. It
may be an estate, a default mortgage, a divorce settlement, a
moving, an illness, an old age, a financial pressure. You are
looking for a rates defaulter a public or perpetual trustee kind of

property, an ill informed seller or an agent.

Judy and Greg are a couple that are in my Platinum
Program. They bought a property in 2000 for $8,000. This is
their principle place of residence. The current value of the
property is about $250,000.  Since they joined a coaching
program they have bought as a result of that program a duplex for
$90,000. The current value of that property is now about
$180,000. The rent is $120 each, passive income $100 week just
to give you an indication of how things can start to add up. Then
there was a triplex. They paid $120,000. The current value is
$240,000 and the rental on the property is $360 a week, which
produces $170 a week passive income.

Everybody’s trigger is different. Gwyneth did one of my
programs, not for her, or for her lifestyle or any of those things.
She did it because she wanted to motivate her lazy sons. She had
twin sons in their late teens and she did one of my programs and
then bought a block of four units in Haywood in Victoria. The
units rented for $340 a week.

Heywood, Victoria

Block of 4 units $160,000

$340/wk

Rental Income
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Manufactured Growth of $ 90,000

and increased rents to $  440/wk
Pro"t $ 90,000
Positive cash &ow $ 8,155

She manufactured growth by making those two lazy sons
go down and renovate them. The profit on the deal was $90,000
which produced her a passive income of $8,000.00. Her two lazy
sons are now full time real estate investors. It worked.

My motto and I want you to remember this is:

Real wealth comes from accumulation, not trading.

If you are selling properties, you are trading; you are
creating income which you pay tax on. If you want to create real
wealth, you do not sell. You accumulate because those properties
will continue to grow. They will continue to earn income. They
will continue to do what they do. If you were trading, you might
make a great profit and you sold it and you paid tax on it but
guess what, it is now gone. If you use it for lifestyle, it is
completely gone, you have got nothing left to go off and do it

again with so you have got to do it again just to earn the income.

This is a trap that a lot of real estate investors fall into
particularly those in the game in the construction industry like
builders and plumbers and electricians etc. They see the money,
they sell it, and they think wow I did so well. But they have got to
do it again next year because they sold it. If T kept it, it could have
been positively cash flowed and it would have continued to grow.
It would have continued to exponentially increase their wealth,
etc. But they sold it and they made a great deal and that is great,
but it is accumulation that gives you real wealth, not trading.
Sometimes, you have to sell but it should be the minority, not the
majority.

Finance

You need to be mindful of your internal language, as in
your personal mindset towards money and wealth.. It is
impossible for you to become rich if your internal language will
not allow you. I believe that all of us are hypnotized to work for
money. It is a deep hypnosis that we need to wake up from. Once
you wake up you will get depressed, you will get excited, one
minute you are going to love me for the insights that I have given
you and the next minute you will hate me for all of the emotions

that you will go through.

My purpose is not just to wake you up, but to empower
you. Through reading this you are going to pick up a lot of ideas
but you have to understand that in order to become a
multimillionaire, you have to have your house in order; you have
to have your accounts; in order; you have to have your finance in
order; you have to have your financial plan; and you have to have
a greater understanding of how things work and that is what I am
helping you to do.

The best analogy I can give you is ask you to remember
when you were five or six and your mother asked you to you hop
in the car. Even at this age you knew that this machine would
take you places, but as far as driving was concerned, because you
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did not know how to drive, you were unconscious and
incompetent about driving, yet you understood the concept of
where the car would take you, in this instance it may have been
your grandmother’s house.

Then when you reach 15 or 16 years of age, you develop a
sense of independence; you wanted to go places, do your own
thing and you suddenly become conscious of the fact that you do
not know how to drive. Then you begin to get really excited
about the possibility of driving. When you become conscious of
something, that is where pain can begin which is hard but the
excitement about learning, in this instance, driving, is where you
reach a break through. That is when you actually get behind the
wheel and start driving.

Just think of your first parallel park. The first time you try
you are not very familiar your surroundings and the whole
experience is awkward and clumsy but at some point or another
you became unconsciously competent until you reach a point
where you are on automatic pilot. Most of us drive from work to
home every day and don’t even know remember the process it is
SO automatic.

Think about this from an investment perspective, we all
know that money makes money and we all know that investment
opportunities are all around us but the truth is, because of the
education we have, the conversations we did or didn’t have at
school or with our parents, we are unconsciously incompetent.

Let me give an example of how deeply hypnotized people
are. Imagine that you are at an investment seminar where you can
talk about money and it is acceptable to do so. Imagine that
started asking people how their superannuation was doing. 50%
of the people would probably say that they did not know because
we are unconscious and incompetent when it comes to
superannuation at that point in time. But once you recognize
that it is something that you need to learn about that is when you
break through and become competent and conscious in your
conversations with others. You start asking questions: How did
you do that? How did you set up that company? How did you
make that investment? Where did you place your money?

When we were little we were shown how to put the
money into a money box and we were told if we put the money
into the money box that it would accumulate and we could do
some big things with it. But then we grow up and we forget about
it.

When I had my accountancy practice, the average client
would be 46 years of age with a house that is worth $600,000,
owing $200,000 on it and they have about $150,000 in
superannuation. They would tell me they would like to retire at
55 and then I become the person who is going to tell them that
they are going to run out of money if they retire at 55. In third
world countries they have lots of kids, the kids help to look after
them in retirement, but in Australia, the average family only has
two kids and it doesn’t quite work in the same way.

In Australia the belief is that if you get a good education
you will get a great job, but what would be a much better thing to
instill in people is to go and get a good education, so that you can
get that fabulous job and from the moment you start to get
money coming in, get that money to work for you. Take a
percentage of each dollar that you earn and make it bring you an
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additional return. You need to send your money into the market
place so it will bring a return and get this; then you can switch
from working for money to making your money work for you.

Let us say you ask how you get your money to work for
you? The secret to becoming poor is spend more than what you
earn. The whole idea of having money work for you, you have to
have the money in the first place. Send it to the market place to
work for you. Ifyou are stuck in the middle of a mass of bills you
are in the treadmill and it is difficult get out of it. The whole
point here is to pay yourself first.

When a child graduates from university one of the first
things they do after they get their first job is buy a car usually by
borrowing $25,000 from the bank, but the truth is that five years
later, they will have paid $40,000 for that car and it will now be
worth only $13,000 - $15,000. They start life in debt and end up
working for money, to pay for the debt on the car.

There are certain bills that are nonnegotiable such as your
mortgage or car repayments etc. but taking those away I would
like to propose that regardless of the bills that you have, that you
pay yourself first. Make an agreement with yourself that you are
going to pay yourself a certain amount of money and you will put
this amount of money to work for you. Then you will have what
we call the petrol for driving the engine, your wealth creation
engine.

Having done that, the next problem that you will face is
what to do with the money that you have put aside. The truth is,
the market place for investment is exactly the same as the market
place for food. Could you imagine the butcher telling you that
their meat is not very fresh that you should buy some fish instead?
Could you imagine going to the fisherman and him telling you
that his fish is not very good, you should buy some eggs? It would
never happen. You will find a similar situation when you go into
the market place looking for real estate; the person in real estate is
going to tell you that property is the investment vehicle for you.
The person dealing with shares is going to tell you the only thing
worth investing in, is shares. If you go to a financial planner, they
are going to recommend a managed fund, some shares and
perhaps some insurance. Everybody is trying to sell you their fish!

When you go to the market place got to understand that
this is the case and that whatever it is that they are selling is going
to be what they are going to recommend is the best thing for you.
What you need to get is a balanced diet; you need to understand
alittle bit of everything.

The problem in today’s society is that the minute we save
some money, we usually go and spend it. We spend it on gadgets
and overseas trips, we put the smallest deposit on the biggest
possible house, we buy everything on credit and we think it is
alright to do, because we have two incomes. Then we have
children, first one, then another and suddenly we have child care
and all of these additional bills to pay and the two incomes isn’t

stretching as far as it used to.

Then at 46 years of age, after working for 26 years, you
find yourself looking at higher risk investments so that you can
retire as soon as you can because your superannuation is not
enough. There is no such thing as investing without risk but if you
start paying yourself first, you can command that money to go
and work for you and diversify that money into more risk or less
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risk, but at least you will have your money working for you.

The solution is capitalism!  You live in the land of
opportunity. Can you just imagine how much milk got drunk in
Sydney today? I want you to imagine the infrastructure that
allowed the milk get to everyone that drank it in Sydney today. A
few days ago, a farmer had to milk his cows. The milk was put it
through a system that cools the milk, cleans it and puts it in a
truck where it gets taken to a facility that puts it into bottles.
From there it is refrigerated and with another truck, gets taken to
the stores and cafés that use it to make your lattes. What
happened? Capitalism did.

Mobile phones; 20 years ago - worthless; today - $32
billion.

mobile phones. Capitalism is going on. It means that there is so

Imagine how many people get employed because of

much money going around that surely if you put your hand up
some money ought to stick.

We live in an age where anything is possible so the most
important thing is to find out what you are passionate about. If
you are passionate about hair, or food, or whatever, then open a
business that works with that because then you have that
motivation.

The truth is, when I got my degree in economics, I
realized that every single thing I had ever read was because
somebody forced me. My parents expected me to go to school, so
I went; the teachers expected me to do an exam so I did; they put
books in front of me, and I read was because it was expected.
Nothing that I read was because I actually wanted to read it. The
moment that realization came to me, I began reading the things
that I wanted to read on all sorts of subjects. If you want to know
anything about investing in property, there are tons of books on
the subject.

Capitalism is not something that we just need to
understand, it is something that we also need to take part in. Our
forefathers did not go to war for the freedom of speech, they went
to war for the freedom of ownership. That is why they went to
fight. If you really think about it, we fought for freedom, the
freedom to go into business, to own land and the freedom to do
as we please. The reality of capitalism is all around us.

That is why it is possible for you to read information such
as what you are reading now. We have a capitalist frame of
reference yet 50% of humans alive cannot access this thing called
‘capitalism’ either as a result of shear poverty or government
regulations. If you have a car key in your pocket and you can
choose to have a hot water bath or shower at any time, then you
are in the top 6% of people alive in terms of wealth.

Debt

Let’s say you have borrowed $100,000 from the bank.
Although you have borrowed $100,000, in actual fact over that
25 year lifespan of the loan at 8.5%, you will find that you will
have paid the bank back, $241,000.

beginning you will have paid mostly the interest upon the

This is because in the

interest, so the principal does not go down. What sounds even
scarier is, for you to pay back that money you will have had to
earn $371,000 and pay $130,000 in taxes and the only thing you
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truly meant to do was to borrow $100,000. This is everybody you
know, your family, your coworkers; this is everybody that ever
borrowed money. This is what personal debt does to you.

Then the government comes along and gives you $7,000,
to buy your house and we all think that is fantastic because it is
the Great Australian Dream to own our own home, it is the Great
Canadian, American, English, the Great Human Dream for that
So knowing that the average mortgage is $300,000
multiply all those numbers previously mentioned times three.
The government gave you $7,000 but think about the return on
the money from the governments perspective as far as
They invest in you $7,000, you
bought a house, but you only ever pay for the house after you have
paid tax. So you have to gross over $1 million which means
paying $400,000 in tax, just to manage to pay your $300,000
mortgage. Is it a dream or a nightmare?

matter.

investments are concerned.

When you go and buy a house, you are totally emotionally
driven, you only see the total sum later. It is because most people,
when they buy a house, they go to a bank ask to for money and
the bank tells you what your monthly repayment and you can
afford that so the deal is done. But the average Australian within
seven years of purchasing that house will upgrade and then you
wonder why you are in the financial situation that you are in
when you come to my office at age 46 wanting to retire.

If a young couple came to see me, saying that they are
worth $70,000 each, I would say they should build a chain
reaction first and once the chain reaction is up and running, then
buy their own home; let their chain reaction buy the house that
they are going to live in. There is the perception that renting is a
waste of moneys; it is if you are not investing.

There are a lot of books out there saying there is good debt
and bad debt as far as I am concerned, debt is debt. The
distinction is that there is debt that is non tax-deductible and tax-
deductible. The debt that is tax-deductible does not hurt as
much. I would suggest that you always have a debt elimination
process in place. In other words, you are accumulating capital but
in the background you have a debt elimination process that is
quietly working away reducing your debt.

One of the things I would like you to do today is to give
you accountant a call and put on the sexiest voice you can manage
and say “I love you”. Why do I want you to do that? Because your
accountant is stressed and overworked; there is not enough time
to do what needs to be done. The government has changed the
rules which means even more work. If you call your accountant
and say “I love you”, he is going ask who you are and when it
comes to your file, he is going to remember your call and he might
spend three minutes more on you. That’s three minutes for free
and maybe where they pick up just another detail that saves you
some tax.

Accounting is a game of perception. All year you barely
think about tax, and then tax time comes along and because it is
the law, you do your taxes. However, very few people look at their
taxes from a strategic point so a lot of possible tax savings are lost
because they haven’t positioned themselves well in relation to it.
Instead they run a round last minute trying to find some receipts
with a vague hope that you will be able to make some extra
deductions, but essentially it is too late.
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Part of the problem is that most people do not know how
much tax they are actually paying. I am sure the governments
decided somewhere along the way that it would be better if they
did not tell people how much money they are going to take from
them and just take it. Moreover, that hot guy that were dating,
who told you he was making $150,000 a year, only makes
$90,000 and that flash car he is driving, not his either, it’s leased.
In that new job, you may have been promised $100,000 but you
only end up with $70,000 of it in your pocket because the
$100,000 is the gross figure and what you are being paid is only
the net figure. ‘The truth is, by the time you go to see your
accountant, the money is already gone but if you look at taxation
strategically you can work towards getting some of that money
back. Tax planning is not the privilege of a select few, it is every
person’s right as a citizen, yet so many people view getting a little
money back as merely being lucky. It has nothing to do with luck
and if they have to pay more, it is because they didn’t put enough
in.

People in general have no idea of the level of control that
is available to them and what everyone needs to realize is that the
more that they invest, the more they give their accountant the
flexibility and ability to tax plan for them; Australia is a tax
haven. So why is it that the majority of people do not invest?
Because they never pay themselves any money first!

If you do not provide the information for your
accountant, you cannot expect them to get the greatest possible
tax deduction. There is nothing wrong with the accounting
profession. It is not your accountant’s fault that you have the
wrong expectation about them when they are looking for
possibilities while still remaining compliant. Most accountants
are a very busy just trying to process all the data and still have
enough time to study the legislation and work with investment
products in order to marry them to you circumstances.

Depending on how much work you do for your
accountant in the preparation of your taxes will determine how
much you actually pay your account. Obviously there is a lot
more work in preparing and strategizing a company tax return as
to an individuals return and the price will be reflected
accordingly. It is dependent on the time that they spend working
on your tax assessments, so it is fair to say that if they spend more
time strategizing your assessments, then it may well cost you more
money, but it will also save you money in tax. Where previously
as an individual you may have paid $300 to your accountant and
paid $12,000 in tax, now you may pay $1,200 to your accountant
but your tax has been reduced to $7,500 — that’s saving of $3,600
because the accountant was able to spend more time on your
return. Or in the instance of a company where paying $6,000 to
your accountant may result in $32,000 tax payable, if the
accountant spends extra time strategizing and charges you
$12,000 instead of paying the $30,000 in taxes, you may now
only pay $22,000 and are therefore $18,000 ahead. That $18,000
can then go straight in to your mortgage to reduce your personal

debt. Unify against debt.

Tax laws change all the time and this can make a huge
difference as well, for instance new laws now mean that your
superannuation can borrow and it is an amazing opportunity if
you know how to apply that to your circumstances. When you
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start to become conscious of the effects that these things can have
on you, you will start to become more competent.

Please understand the power of emotional drive. Tknew I
was going to be a multimillionaire. Why? Because I can; it is a
capitalist society. The banks lend me money and they can’t wait
to give me more.

Most people know that you can pull equity out of your
own home and go on a holiday or buy a car. What I am saying is
pull the equity of your own home and go and buy another house.
At the moment that you decide to do this most of us who go back
to the same bank we always use because we feel a sense of loyalty.
Every bank will try to collateralize everything you have. In other
words they try to link any loans with existing assets and take
control of everything you own.

When you want to invest and set things up financially you
can go to your bank and get $100,000 of the equity from your
house. You now have $100 that you can go across the road to the
next bank and use as a deposit to get another loan through that
bank to purchase an investment property. The $100,000 is used
as security by that bank to ensure that you are not going to run
away with the money they lend you. You put in 20% and they
lend you 80% and they take control of everything because they
lend money for a return. In actual fact they do not lend money,
they sell money.

The moment the second bank realizes that you have a loan
with another bank they are going to put offer you a professional
package where they take .25% off the interest rate and offer you
more money, but because they are exposed to more risk, they will
cross-securitize the two loans and it becomes your risk. Every
time that I buy something I protect my home by putting a firewall
in the middle the two loans and force the bank not count my own
house. My own house is protected. The reason for this is because
if you default on your loans, they could come after you and your
house. If a bank does not allow you to separate the loans, walk
away and do not do business with that bank.

So overall the more that you invest the less tax you will
pay. The less tax you pay the more you will drive your debt down.
The less debt you have the more you invest. The more you invest
the less tax you pay. The less tax you pay the more you drive your
debt down. The less debt you have the more you invest... and it
goes on when you become unconsciously competent.

If you have any personal debt this is the debt that you are
Get rid of it ASAP. So if you have any

investment shares or property that has dividends or income, use it

going to target first.

to pay down your personal debt. So if someone is paying you rent
park the money as long as you can, then only pay the interest
component of the loan for that property at the end of the month
and put the rest of the money towards your personal debt.

Imagine if you could pay your house off now and all of
your financial intelligence then can focus on your investment
property. Now that you can concentrate on one property you will
pick up speed in paying that one off. Imagine if you then had a
series of properties and two of those properties are paid for and
you focus now on paying property number three off; you now
have the income of the first property and the second property,
with which to buy number three. What you are doing driving
capital, you are a building a chain reaction. Drive capital, no
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matter what your age is. Make a decision, if you can only save $20
a week, save $20 a week. If you can save $200 a week, save $200.
However big or small, it will build a chain reaction.

Mark This Date Down in Your Diary:
Wednesday September 3, 2008 @ 10am

|
|
|
|
I I'll be launching my Ultimate Real Estate Coaching
I Program that is achieving outstanding results for

I many of my past students.

|

|

|

|

The offer on the day will be limited to 150 students
and the investment will be the last time I'll be
offering it at this price.



