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HOW TO USE THIS WORKBOOK
Welcome to The Weekend Millionaire! You’ve probably been exposed to dozens of get-rich-quick
schemes. The Weekend Millionaire program is not an overnight get-rich-quick scheme. Instead,
this is a tried and proven get-rich-slowly program — slowly and securely, that is. What this
program is going to teach you is how to buy rental houses with little or no money down and
buy in such a way that they immediately start to earn money for you.

Right now, you may find it hard to see yourself becoming
wealthy, but you can become a millionaire even if you buy
only one rental property a year. You’re not expected to quit
your current job or profession and give up the security it
provides, in order to devote yourself to real estate investing.
You may do this later, but for right now, you have to be
willing to devote only a little of your spare time each week. If
you’re willing to do this, you can make the money you need
to pay for things like your children’s college tuition or a nicer
home, or to provide for your own retirement without having
to rely on Social Security. If all that appeals to you, you’re
going to love this program.

But, if you do want to become a full-time real estate investor, you will find this program
contains all the tools you need to be very successful. 

How can you get the most out of this workbook? By using it in conjunction with the audio
program. For each session, do the following:

1. Preview the section of the workbook that goes with the audio session.

2. Listen to the audio session at least once.

3. Complete the exercises in this workbook.

By taking the time to preview the exercises before you listen to each session, you are priming
your subconscious to listen and absorb the material. Then, when you are actually listening to
each session, you’ll be able to absorb the information faster — and will see faster results.

Let’s get started.

T H E  W E E K E N D  M I L L I O N A I R E 3

You can still work at
your regular job and
become very wealthy
in your spare time.



SESSION 1: GET RICH SLOWLY – BUT GET RICH!
Many people think someone is wealthy because that person owns a lot of things. The truth is,
you can go broke owning things that don’t generate income. If you’re going to be both rich and
poor, be poor first and rich later. Going from rich to poor is miserable! 

You need to develop a whole new definition of wealth. Wealth is an income stream. This
program is going to show you how to buy property so that it shows a cash flow right from the
start. More like an income trickle at first, but it will grow into an income stream and maybe end
up as a torrent of wealth.

Becoming a millionaire is very simple. All
you need to do is take a dollar and double
it 20 times. Think about it. After four
doubles, you’ll have only $16, but after 10
your total will be $1,024. Then it really
begins to snowball, which is exactly the
way your real estate portfolio grows — and
by the time you’ve doubled your dollar 20
times, you’ll have a total of exactly
$1,048,576. 

But simple is not the same thing as easy —
and the truth is, very few people know
how to double a dollar.

Why is it so hard to double the dollar?
Because our education system teaches us
how to earn money, not to generate

income by investing. This program will show you how to go beyond that way of thinking, and
completely change your life! 

What does that require? Well, you need to start seeing yourself as an investor rather than a
laborer. Laborers sell their time to earn income. Investors acquire assets that generate income.
There’s a big difference — and the key to making it happen is the principle of leverage. 

This is why so many people with good intentions give up without ever realizing the goal of
becoming wealthy. They try to use their labor to get the money, and they just can’t do it.

Compare that with the way leverage works. If a man selling widgets hires two other people to
sell for him the first week and gets each of them to recruit two others the second week, and so
on and so on, within a few weeks he could have thousands of people selling widgets all over the
world and become very wealthy. “But wait a minute,” you say. “That’s a multilevel scheme like
network marketing companies use, isn’t it?”

Well, it’s similar, but network marketing uses the principle of leveraging people’s labor rather
than assets. When you own rental properties, you are leveraging assets that give you a down-
line of people, but instead of going out and selling soap or cosmetics, they are tenants who live
in your properties, go to work for someone else, and earn money to pay off your mortgages. 
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What’s Different About
The Weekend Millionaire?

One: Wealth is an income stream, not
how much stuff you own.

Two: You don’t buy property hoping
that it will go up in value.

Three: You can cut out most of the work
of owning real estate by hiring
professional property managers. 



Instead of being a slave to a weekly paycheck, you are providing a way for other people to help
you get rich. Even if you buy only one rental house a year, each purchase allows you to benefit
from the labor of another person, and this will eventually make you rich. It won’t happen
overnight, however, but slowly and surely it will happen. And in these sessions we’re going to
show you exactly how to make it happen!

• You’ll learn why buying right is far more important than buying often.

• You’ll see why the income stream your properties generate is far more important than the
number of properties you own. 

• You’ll be taught a way to value properties so that your investments generate continuous
revenue. 

• You’ll discover why the price you pay for a property is not nearly as important as the cost of
owning it.

• You’ll see how you can turn a trickle of income into a flood by raising rents just a small
amount each year.

There are many reasons why investing in real estate is such a great way to grow wealthy, but 
the two biggest reasons are leverage and tax benefits.

L E V E R A G E

Leverage is simply the power to control a large investment with a small amount of money. For
example, you can leverage investments in the stock market. If you have $10,000 to invest, you
can purchase up to $20,000 worth of stock. That’s a 50% margin, which is the most the
government will allow.

With real estate, on the other hand, people regularly achieve a 90% margin. They do this
anytime they buy property with a 10% down payment and a 90% loan. Why is it easy to borrow
90% or more to buy real estate, but only 50% to buy stocks? Good question! It’s because the risk
of real estate going down in value is very low and the risk of stocks going down in value is very
high. Stockbrokers will tell you that a good day on the stock market is when only one-third of
the stocks go down in value, and two-thirds go up.

Let’s say that you buy a house for $100,000, pay $10,000 down, and take out a loan for $90,000.
Now you control a $100,000 asset but have invested only $10,000. If you rent the house for
enough to cover the mortgage payments and expenses, and if the house appreciates in value 5%
per year, in two years, it will be worth over $110,000. The mortgage will have probably paid
down $1,000 to $2,000. Let’s say you could sell it for the $110,000. After you paid off the
mortgage, you would have between $21,000 and $22,000 instead of the $10,000 you originally
invested.

What was your return on investment? You bought the property for $100,000 and sold it two
years later for $110,000. Many people would say your return was 5% per year or 10% total, but
that’s all wrong. Here’s why! You originally invested $10,000, which was your down payment.
You borrowed the rest and your tenants made the payments while you owned the property.
When you sold it, you got back between $21,000 and $22,000, which was the difference between
the sale price and what you owed. This means your actual return on investment was
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between 55% and 60 % per year! Not bad huh?

But here’s the beauty of The Weekend Millionaire
program. You don’t sell the house . Instead, you take
$10,000 of the equity out of the first house and use it
to buy a second one, and the whole process starts over
again — except now you have two assets going up in
value and two tenants paying down mortgages. 

TAX BENEFITS

Let’s take a look at the other huge advantage offered by real estate investing: tax benefits. There
are four main benefits you can get from the government when you invest in real estate.

First, the income you receive in the form of rent is not subject to Social Security or self-
employment taxes as the money you earn working is. This break alone gives you very favorable
income tax treatment.

Second, each year you can deduct a portion of the cost of buildings and personal property from
the income you receive from renting the property. This is called depreciation and may be
deducted even though the buildings are probably going up in value.

Furthermore, if the property shows a loss after deducting operating expenses, mortgage interest,
and depreciation, within limits, you can use this loss to offset taxes on money you earn on your
job.

Third, if you decide to sell the property, you can defer paying income tax on your profits by
using them to purchase another real estate investment within certain allowed time frames. You
can actually avoid paying taxes altogether on the profits if you live in the property for two of the
five years prior to selling it.

And fourth, if you sell a property you have owned for 12 months or more and just want to keep
the profit, it is taxed as a long-term capital gain at a rate of 20% or less. When you compare this
with rates as high as 39% on money you earn from your job, it is a tremendous tax break.

Not only does leverage allow you to show some incredible returns on investment, but also the
tax benefits allow you to keep a much greater percentage of the money you make. 

Another great advantage of real estate is that it’s a terrific hedge against inflation; in fact, it may
well be the best hedge. That’s because its value nearly always increases at or above the inflation
rate. Let’s say you buy a property today for $100,000 cash. It may appreciate in value 5% a year
for 10 years, during a time when inflation averages only 3%. If this happens, the property will
be worth over $163,000, when another investment that matched the inflation rate would be
worth only about $135,000. Your real estate investment would have beaten inflation by $28,000.
By the same token, if you had put the $100,000 under your mattress, your cash would buy only
about 65% of what it will buy today.

What if, instead of paying cash, you paid 10% down and financed the balance. You would start
with $10,000 in equity. If you rented the property so that your tenants covered all of your

T H E  W E E K E N D  M I L L I O N A I R E 6

Weekend Millionaire s
a re investors,

not speculators.



expenses, in 10 years your $10,000 equity would have
grown to $73,000, and that’s before you add the
thousands of dollars by which you paid down the
mortgage. If it only paid down $27,000, your equity
would be $100,000, or 1000% of your initial $10,000
investment. Are you beginning to get the picture?
Can you see how buying just one property like this a
year can make you a millionaire before you know it? 

The beauty of it all is that the higher the inflation
rate, the greater your growth in value! But there’s still
more! While the value of the property is going up, so
is the monthly rent. As the rent increases and the

mortgage pays down, you get to start enjoying the extra cash flow this produces. Now can you
see how owning real estate is the best hedge against inflation that you’ll ever find?

Here’s another thing to think about. Every month, on every property you control, you will be
slowly paying down the mortgages, or will you? Since you will make your payments from the
rent you receive, your tenants will actually be paying off the mortgages. 

REAL ESTATE IS ABOUT
REAL PEOPLE

It’s important to understand that real estate
investing isn’t just about land or buildings
or money, it’s primarily about people. And
since every person is different, your success
with real estate investing depends largely
on your ability to be flexible and creative.
Much of this program is going to deal with
how to find solutions that will let you turn

apparent problems into great opportunities. There’s nothing more rewarding than to find ways
of meeting your investment goals while at the same time solving problems for the people with
whom you’re dealing.
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Remember: Tax laws are
always changing, so

check with your
accountant before you

take any tax deductions.

Real estate is a gr e a t
investment to hold,

because it retains its value.
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SESSION 2: W E A LTH IS AN INCOME STREAM

Real estate is one of the few investments that can generate enough cash flow to purchase the
asset without having to use any of the money you make working. This income stream is the
basic element of The Weekend Millionaire program.

The title of this program is The Weekend Millionaire — but what does the word millionaire really
mean? Strictly speaking, you could say that a millionaire is anyone whose net worth totals a
million dollars or more. However, lots of people are millionaires by this definition, but they’re
not really wealthy, because they lack the financial freedom that comes with real wealth.

What you want is not a million dollars, but the income stream that a million dollars can
provide. Income is money that you can put to use and
enjoy. When thought of in this way, what you own is
much less important than the stream of income that it
generates.

If you buy only one house per year the way you’ll be
taught in The Weekend Millionaire program, in 15 years
you’ll be able to retire very comfortably with the income
your 15 houses provide. Let’s assume that 15 years from
now each house rents for only $1,000 a month; you’ll
have a total income of $15,000 a month, which is
$180,000 per year. Keep in mind that as your mortgages
pay off, most of that income stream will be yours to live
on or continue investing. By comparison, you would

have to save up $3.6 million to put in certificates of deposit paying 5% per year, in order to have
an annual income of $180,000 a year.

You need to learn just five basic things, and by the time you finish this program, you will
understand them thoroughly and be able to put them to work. So, quickly, here are the five
principles: 

The We e k e n d
M i l l i o n a i re p ro g r a m
d o e s n ’t focus on how
much pro p e rty you

own, but on how much
income it generates.

Five Principles of The Weekend Millionaire
One: You need to learn all you can about your local real estate market. 
Two: You need to learn and fully understand how to value investment properties.
Three: You need to learn how to structure creative offers and put them in writing. 
Four: You need to develop the courage and confidence it takes to present creative

offers to sellers. 
Five: You need to learn how to use the basic negotiating techniques that Roger

will teach you.



What’s really amazing is how good you will feel about what you’re doing once you realize that
you can become a Weekend Millionaire and you can do it without taking advantage of other
people. In fact, you’ll find that you’re actually serving the needs of a lot of people: 

• You’ll serve your tenants by providing them with housing.

• You’ll serve many sellers’ financial dilemmas and often salvage their credit for them as well.

• You’ll serve your community by providing private-sector housing and relieving the government
of this burden.

• You’ll serve your city, your state, and the country by paying property and income taxes.

But the real bonus is that, while you’re doing all this good, you’re still becoming wealthy in the
process! Your growing income will not only enhance your life, but the lives of literally everyone
around you.

Weekend Millionaires want to develop a long-term income stream, and because of this, they are
more concerned with value than with price.

You may be thinking, what’s the difference between value and price? Well it’s simple: Price is the
number of dollars you pay for a property. Value is the combination of what you pay and how
you pay it. As we go into more detail on this, you’ll learn how Weekend Millionaires can often
pay higher prices than buy/sell speculators and still be successful.

One big difference is that buy/sell speculators often make buying decisions based on what we
call annual gross multipliers. If you look through the “Investment Property for Sale” column
in your local newspaper’s classified section, you may see ads for apartment buildings that read
something like:

What this tells you is that there are 16 apartments in the building. (In many states that means
you need a resident manager, which can be expensive.) There are eight two-bedroom units and
six one-bedroom units that are unfurnished, plus two furnished studio apartments. “Well-
maintained”’ and “long-term tenants” is just puffery and means very little. A pool may make the
property more attractive, but the maintenance costs can be high. Since the property includes
eight two-bedroom apartments you’ll probably attract some couples with children, and kids
playing at a pool may be a detraction for older people who might want a quieter place to live.
There’s a laundry facility, which can generate a little income and is usually a plus with tenants.
8.2x, means that the seller’s asking price is 8.2 times the annual gross rents. Because we know
that the asking price is $787,200, we can simply divide it by 8.2 and find that the annual rent is
$96,000. 
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16 UNITS. 8 2s, 6 1s, 2 furnished studios.
Well-maintained. Long-term tenants.
Pool, laundry. 8.2x. $787,200.



Buy/Sell speculators might find gross multipliers useful if they know the market well and know
that similar properties are selling at a much higher multiplier. But they’re not good enough if
you want to become a Weekend Millionaire because they don’t take into consideration the
expenses associated with long-term ownership. What Weekend Millionaires want to know is
simply how much money will be left over each month after all the expenses are paid.

Obviously, you can’t pay retail for properties and become a Weekend Millionaire. This program
is going to show you how to find properties you can buy well below retail. It will show you how
to negotiate with sellers to get better deals than you ever thought possible. And you’ll learn how
to use creative financing to produce wholesale values even at retail prices.

SESSION 3: LEARN THE BASICS
Let’s get started with one of the most important facts about real estate. It’s also the most
obvious! Prices vary tremendously, not just from one part of the country to another, but even
within the same state, and often within the same town.

I will remind you that what makes property valuable in one place — like size — might be totally
different from what creates value elsewhere — like the location. In some places, for example,
rental rates, compared to purchase price with, are very high. In these markets, you may be able
to buy at market prices, pay the going rate for financing, and still have positive cash flow.
However, in most areas, rental rates are low when compared with purchase prices. In those
markets, you have to search for wholesale prices, or find unconventional financing, or both, 
if you expect to rent the property for enough to cover expenses and make a profit.

With all the variables to consider when evaluating properties, let’s start out with a few principles
that don’t vary.

First, it’s nearly impossible to be a successful investor if you buy at retail prices and
finance at retail rates. 

Trying to do that would be like saying, “I’m going to go into the car leasing business, and I’m
going to pay full sticker price and finance company rates when I buy my cars.” If you did that,
it’s a guarantee you wouldn’t get rich. So if you want to become a Weekend Millionaire, you
have to learn how to buy houses at wholesale values and negotiate favorable financing — and
that’s exactly what we’re going to teach you in this program. Each property is different and each
seller is unique. That’s why you can’t make blanket assumptions about whether the numbers
will work in your community. To become a Weekend Millionaire, you have to evaluate each
property on its own merit and value it based upon the criteria we are going to teach you in
these sessions. If it doesn’t measure up, keep looking.

The second hard and fast rule is you must show a profit the first year.

The most important thing for you to learn as a new investor is that when you buy a property,
you need to structure the purchase so that it’s profitable right from the beginning. If you buy a
property and it doesn’t show a profit from the time you purchase it, you probably paid too
much. 
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The third principle is don’t buy properties unless they will give you a positive cash flow.

In other words, don’t gamble on escalating market conditions to improve the financial picture.

The fourth rule is that most houses can’t be bought at wholesale. 

Don’t let this discourage you. For every offer you make that is accepted, you will make dozens
that are rejected. Just be patient and keep in mind that buying just one house a year can make
you rich.

The fifth principle is that the best deals often come with the most problems. 

You’ll find some of your best buys from sellers who are in difficult financial situations. You’ll
enjoy the story in the audio program about how a divorced couple’s problems were resolved.
What about people trying to dispose of inherited property? Many times these are properties
other investors overlook because they don’t learn how to help sellers solve their problems. A
Weekend Millionaire learns to recognize these diamonds in the rough and polish them into
beautiful investments.

Principle number six is that you need to keep emotion out of the equation! 

Don’t fall in love with a property and let your heart rule your head. Make each real estate offer
an investment decision in which the numbers have to work. Just remember the difference
between wholesale and retail in real estate is often emotion.

The seventh principle is that you need to have a plan and stick to it. 

We’re going to teach you the techniques you’ll need to develop your own investment plan. Use
that information to establish the goals and benchmarks that fit your personal situation. Once
you create your plan, let it guide your investment decisions. Don’t be tempted by the occasional
property that looks good but doesn’t quite mesh with your plan.

The eighth and final principle is that you must be wary of the lure of a quick buck. 

The Weekend Millionaire program is not a get-rich-quick scheme — but a get-rich-slowly-and-
surely plan of action. That’s the last principle in this little sequence, but it’s really the
foundation upon which the whole program is built. We don’t want you risking your future; we
want you to secure it.

E VA L U ATING POTENTIAL REAL ESTATE PURCHASES

The first step, of course, is to learn your market. The best way to do this is to get out and start
driving through neighborhoods where you think you may want to invest. Talk with people!
Gather information about the communities and look for houses that are for sale. Watch for
open houses that listing brokers often hold and use these to start looking around inside some of
the homes. Observe neighbors to see if they take good care of their property. Ask around to get a
feel for what properties are worth in the neighborhood.

E x e rcise: Ta rget Some Pro p e rt i e s

Find a map that covers the territory where you plan to invest. This could be a city map, a
county map, or any other map that covers the area. The more detailed the map the better. When
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you locate neighborhoods with what we call bread-and butter-properties — these are basic
starter homes mark them on the map. Keep riding around until you’ve successfully marked all
of these neighborhoods that lie within your area. 

Once you’ve done this, find a place where you can display the map. Hang it on a wall, put it
under a glass on your desktop, or place it anywhere that you can easily refer to it. You will use
it to help you schedule regular and efficient visits to your target neighborhoods. By referring to
this map, you can set up rides that let you visit more neighborhoods with less wasted travel
time. This lets you use your limited spare time more efficiently.

The area within 10 miles of where you live encompasses over 300 square miles . . . that’s more
than 200,000 acres. Hard to believe, isn’t it? Unless you live in the middle of a wilderness, there
are probably dozens of neighborhoods with median-priced houses within this area. If you live in
or near a larger city, there could be hundreds of these neighborhoods. Your task is to get out
and find them. The more of them you can locate, the more successful you will become as a real
estate investor.

I’ve found some properties. Now what?

Once you’ve done this and made a list of properties that look attractive to you — how do you
know if they’re good investments? Well, here’s how you make that determination.

First, you need to do a thorough inspection of the exterior and interior of a house. Here is a
form that you can use for this purpose.
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P R O P E RTY INSPECTION FORM

Property Address:

Inspection Date:

E X T E R I O R

ITEM INSPECTED N / A N O . E X C E L L E N T AV E R A G E P O O R E S T. REPAIR COST
R o o f
G u t t e r s
Wa l l s
F o u n d a t i o n
P o rches & decks
Outside electrical fixture s
Exterior doors & locks
Windows & scre e n s
S h u t t e r s
Outside storage
Septic system
L a w n
L a n d s c a p i n g
D r a i n a g e
D r i v e w a y
Walks & steps
F e n c e
M a i l b o x
O t h e r
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INTERIOR: G e n e r a l

ITEM INSPECTED N / A N O . E X C E L L E N T AV E R A G E P O O R E S T. REPAIR COST
Smoke detectors
D o o r b e l l
I n t e rc o m
Water heater
Water softener/filter system
Sump pump
Heat system
Cooling system
Security system
Wa s h e r / d ryer connections
General cleanliness & odor
O t h e r

INTERIOR: Living Room

ITEM INSPECTED N / A N O . E X C E L L E N T AV E R A G E P O O R E S T. REPAIR COST
Walls & ceiling
Floor covering
Light fixtures/ceiling fans
Windows & scre e n s
Window tre a t m e n t s
F i re p l a c e
Doors & locks
C l o s e t
O t h e r

INTERIOR: Dining Room/Are a

ITEM INSPECTED N / A N O . E X C E L L E N T AV E R A G E P O O R E S T. REPAIR COST
Walls & ceiling
Floor covering
Light fixtures/ceiling fans
Windows & scre e n s
Window tre a t m e n t s
Doors & locks
O t h e r
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INTERIOR: Den/Family Room

ITEM INSPECTED N / A N O . E X C E L L E N T AV E R A G E P O O R E S T. REPAIR COST
Walls & ceiling
Floor covering
Light fixtures/ceiling fans
Windows & scre e n s
Window tre a t m e n t s
F i re p l a c e
Doors & locks

INTERIOR: K i t c h e n

ITEM INSPECTED N / A N O . E X C E L L E N T AV E R A G E P O O R E S T. REPAIR COST
Walls & ceiling
Floor covering
Light fixtures/ceiling fans
Windows & scre e n s
Window tre a t m e n t s
Doors & locks
Sinks & faucets
C a b i n e t s
Range & oven
Exhaust fan
R e f r i g e r a t o r
D i s h w a s h e r
Garbage disposal

INTERIOR: Master Bedr o o m

ITEM INSPECTED N / A N O . E X C E L L E N T AV E R A G E P O O R E S T. REPAIR COST
Walls & ceiling
Floor covering
Light fixtures/ceiling fans
Windows & scre e n s
Window tre a t m e n t s
Doors & locks
C l o s e t s
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INTERIOR: B e d room 2

ITEM INSPECTED N / A N O . E X C E L L E N T AV E R A G E P O O R E S T. REPAIR COST
Walls & ceiling
Floor covering
Light fixtures/ceiling fans
Windows & scre e n s
Window tre a t m e n t s
Doors & locks
C l o s e t s

INTERIOR: B e d room 3

ITEM INSPECTED N / A N O . E X C E L L E N T AV E R A G E P O O R E S T. REPAIR COST
Walls & ceiling
Floor covering
Light fixtures/ceiling fans
Windows & scre e n s
Window tre a t m e n t s
Doors & locks
C l o s e t s

INTERIOR: B e d room 4

ITEM INSPECTED N / A N O . E X C E L L E N T AV E R A G E P O O R E S T. REPAIR COST
Walls & ceiling
Floor covering
Light fixtures/ceiling fans
Windows & scre e n s
Window tre a t m e n t s
Doors & locks
C l o s e t s
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INTERIOR: B a t h room 1

ITEM INSPECTED N / A N O . E X C E L L E N T AV E R A G E P O O R E S T. REPAIR COST
Walls & ceiling
Floor covering
Windows & scre e n s
Window tre a t m e n t s
Doors & locks
Light fixture s
Sinks & faucets
To i l e t
Tub & shower
Tissue holder & towel racks
Exhaust fan
Va n i t y
Medicine cabinet

INTERIOR: B a t h room 2

ITEM INSPECTED N / A N O . E X C E L L E N T AV E R A G E P O O R E S T. REPAIR COST
Walls & ceiling
Floor covering
Windows & scre e n s
Window tre a t m e n t s
Doors & locks
Light fixture s
Sinks & faucets
To i l e t
Tub & shower
Tissue holder & towel racks
Exhaust fan
Va n i t y
Medicine cabinet
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INTERIOR: B a t h room 3

ITEM INSPECTED N / A N O . E X C E L L E N T AV E R A G E P O O R E S T. REPAIR COST
Walls & ceiling
Floor covering
Windows & scre e n s
Window tre a t m e n t s
Doors & locks
Light fixture s
Sinks & faucets
To i l e t
Tub & shower
Tissue holder & towel racks
Exhaust fan
Va n i t y
Medicine cabinet

INTERIOR: G a r a g e

ITEM INSPECTED N / A N O . E X C E L L E N T AV E R A G E P O O R E S T. REPAIR COST
Walls & ceiling
Windows & doors
Light fixture s
Door opener & remote units
General cleanliness
O t h e r

INTERIOR: Unfinished Basement

ITEM INSPECTED N / A N O . E X C E L L E N T AV E R A G E P O O R E S T. REPAIR COST
Foundation walls
I n s u l a t i o n
D r a i n a g e
M o i s t u re
Windows & doors
Light fixture s
General cleanliness
O t h e r
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INTERIOR: Miscellaneous Items

ITEM INSPECTED                        N / A NO.      EXCELLENT   AV E R A G E P O O R E S T. REPAIR COST
H a l l w a y s
Exterior handrails
Interior handrails

Other Items or Comments Not Listed Above

Meet with a professional property manager who is familiar with the area where the property is
located. Ask what he or she thinks the property would rent for if it were in good condition.



FINDING A GOOD PROPERTY MANAGER

Let’s discuss how to find a good manager. You want to find a firm that specializes in managing
residential properties. A good place to start is with your local telephone directory. Turn to the
yellow pages and look under “real estate.” You will find a subsection for “management.” Under
this section, there will be listings for the firms in your area that manage property. A few simple
questions can help you narrow the list to the ones you want to interview.

The first question you will ask is “Are you just engaged in property management, or do you
primarily list and sell properties?” If they’re not exclusively in property management, place
them on a callback list in case you can’t find a full-time management firm. 

If they are full-time managers, your next question is “Do you primarily deal with residential
or commercial properties?” If their focus is on commercial properties and you’re planning to
invest in single-family homes, they probably won’t be any more interested in you than you are
in them. 

After you determine that they are full-time residential management firms, you will want to ask,
“In what geographic areas are most of the properties you manage?” This information will
further narrow the list to those firms that handle properties where you want to start investing. 

When you’ve narrowed the list through these telephone interviews, you will then want to set up
appointments to meet face-to-face with the people on your short list. The first thing you will be
looking for in these meetings is whether you are compatible with them. If their attitude or
personality conflicts with yours, or if you simply don’t get a good feeling from the meeting, you
probably aren’t going to be happy working with them. 

If you’re comfortable after your initial discussions, find out what services they offer. Here are
some of the services you’ll be looking for:

• How do they advertise vacancies?

• How do they show properties?

• How do they screen tenants?

• What procedures do they follow in collecting past-due rents?

• How do they supervise evictions when required?

• How do they control maintenance costs?

• How do they deal with after-hours emergencies?

• What is their fee structure?

• Most importantly, what type of accounting do they provide to their owners? 

You can usually find management companies that provide all of these services for a fee range of
6% to 12% of the rents collected. This will vary depending on the area in which you’re located,
the number of properties you have to manage, and maybe how well you negotiate.

An important item you’ll want to discuss is the type of agreement the management company
wants you to sign. Be cautious about this, because many management agreements are very one-
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sided . . . and it’s not your side. You should always insist on a clause that gives you the right
to cancel the agreement with 30 to 60 days written notice for any reason and to cancel it
immediately, without notice, if any of the representations in the agreement are breached.
This protects you in the event the management company does not perform up to expectations. A
clause like this should not be a problem if you’re dealing with a reputable firm.

There are some other important items you need to check out. 

First, is the firm licensed? (In many states, property managers are required to have a license.) 

Second, do they maintain a separate escrow account for owners’ funds, or do they commingle
these with funds in the company’s account. (It’s never good business, and in most states it’s
illegal…to commingle funds.) 

Third, what type and amount of liability insurance does the firm carry to protect you from
lawsuits that may result from their actions, or inactions?

Last, but not least, find out if the property managers
are willing to look at potential new purchases with
you. Have an understanding that if they do so, you
will let them manage the properties when you buy
them. This is helpful because it gives you professional
advice from people who know the market. When they
tell you what they think the property will rent for, you
can usually rely on this being realistic or maybe even
a little conservative. Professional managers take pride
in their expertise, so they don’t like to give you advice
and then look foolish if they can’t deliver. You will find
their input invaluable as you formulate your offers to
purchase. They’re excellent resources, both when
you’re first learning the market and even later when
you become a seasoned investor.

THE THRESHOLD THEORY

The more front doors you walk through, the more thresholds you cross, the better your chances
of making quality purchases. If you look at 100 properties before making your first purchase,
you can almost guarantee that it will be a good buy. If you inspect only 30, your chances of
getting a good buy are considerably smaller. It’s a numbers game.

It’s much better to take six months to a year to buy your first property than settle for an
unprofitable deal just because you got impatient.

Stick with bread-and-butter properties. 

What it means is single-family homes that will rent in the middle range of rents for your
market. These are typically two to four bedrooms, with one to two baths and vary from 800 to
1,400 square feet in size. They are often located in subdivisions containing a number of similar
homes. They attract first-time homebuyers and are by far the best rental properties for new
investors to purchase.
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Building a solid relationship
with one or more

professional property
managers is one of the best
things you can do when you
start investing in real estate.



Bread-and-butter properties are best for new investors because they are by far the most rentable
real estate you can own. Single-family starter homes are attractive to everyone from the first-
time homebuyer to the sophisticated investor. On the other hand, multifamily and commercial
properties usually attract only investors. The marketability of single-family homes gives them
appeal to both homeowners and beginning investors. This makes finding wholesale deals on
them more difficult. That’s why the importance of the threshold theory is stressed. The
percentage of wholesale purchases you put together compared with the number of offers you
make will be very small. You may feel as if you’re expending a lot of effort with minimal results,
but when you buy properties the way we teach you, what you purchase will make good, safe
investments.

High-End and Low-End Properties

Properties in the very high and very low ends of the market are easier to buy but are much
riskier investments. Homes priced in the upper 30% of your market price range are not as
marketable because there simply aren’t that many people who can afford them. 

You can always find deals in the upper end of the market because people often buy there only to
find out later they can’t afford the added expenses. When maintenance and utility bills start
rolling in on these larger properties, people who didn’t plan properly and who acquired a larger
mortgage payment find themselves in financial trouble. These people will often sacrifice all or a
portion of their equity in order to get out of the property and salvage their credit. 

To many new investors, a bargain price on an expensive home seems too good to be true. That’s
because they are only thinking about the discounted price. The problem is that the rental
market for these homes is extremely small. If the mid-range of rents in a market is between
$500 and $900 a month, a house that you would need to rent for $1,500 to $3,000 may sit
vacant for months before you can find a new tenant. Although management, maintenance,
taxes, insurance and other expenses may increase in somewhat the same proportion as the cost
to purchase, the vacancy factor you need to consider when calculating NOI (That’s the money
left over after you pay your expenses. We’ll cover this in detail a little later.) may be several
times what it is for bread-and-butter properties. Be very cautious as you approach the upper
end of your market.

Be just as cautious as you approach the lower end too! Like expensive properties, houses in 
the lower price range of a market can also be risky ventures. These aren’t bread-and-butter
properties that you can buy cheaply due to lack of maintenance by previous owners, which are
excellent properties to fix up and turn into mid-priced rentals. They are low-end properties that
rent in the bottom 30% of the market range, and even if you spend money improving them,
they’re still going to rent in the low end of the market. Some people refer to these as “slumlord
properties.” They tend to be located where surrounding conditions make it difficult, if not
impossible, to attract higher rents and better-quality tenants. They may be in a neighborhood
where surrounding properties have deteriorated. They may be near a road, railroad, or
industrial site where noise is a problem, or in a high-crime area. These factors can make
properties undesirable regardless of their condition. 

While vacancies are the biggest problem in high-end rentals, the low-end rentals tend to attract
tenants who are struggling financially. This makes it difficult to raise rents, and collections
become one of the biggest problems. These types of properties also tend to have higher
maintenance costs associated with them. As with expensive homes, what appear to be great
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deals on low-end properties should be approached
with the utmost caution. What makes these deals
seem so good is the fact that no one else wants the
properties, including the person who currently
owns them. Our advice is, stay away from
properties with undesirable surroundings. If you
want to buy a fixer-upper, find an undesirable
property in a neighborhood with superior
surroundings.

VALUE AND LIQUIDITY

Two things that make an investment attractive are solid value and liquidity.

No one questions real estate’s value as an investment. What some investors do question about
real estate is its liquidity, or ability to convert the investment to cash. Granted, real estate is not
like a savings account, but if an emergency did arise and you had to sell something, single-
family homes have the biggest potential market and sell the quickest.

As unfortunate as it is, people are constantly losing their jobs, having accidents, suffering
illnesses, getting divorced, or suffering any number of other events that put them in a position
where they need to sell their property. Often, these events occur suddenly and without warning,
creating crises that only quick action can resolve. Once people throughout the area know you
and understand what you do, you will start getting calls about these opportunities rather than
having to stumble upon them.

Please don’t think that this program is advocating preying on helpless down-and-out people.
Yes, some of the best deals come from other people’s misfortunes, but you need to view it from
a different perspective. When people are in trouble, they are very vulnerable. Sometimes they
are so desperate you could almost steal their property, but don’t take unfair advantage of them.
Let them know that as an investor, you intend to hold the property for rental if you can reach
an agreement with them. Don’t be ashamed of what you do. Empathize with their problems and
let them know that you understand if they had time to find a buyer that wanted to live in their
house, they could probably get more for it than you can pay. Then make them a fair wholesale
offer. Don’t be greedy! Don’t make them feel even worse by trying to squeeze them for their last
dollar. If you can find a combination of price and terms that allows you to buy the property
with its current NOI, and solve the seller’s problem, you have a win-win situation that will make
you money.

When you’re riding through the neighborhoods you’re farming, try to meet as many people as
possible. Stop and talk with people when you see them working in their yards, walking their
dogs, getting their newspaper, or any other activity that makes them available for a few 
minutes of conversation. Simply letting them know that you’re interested in buying in their
neighborhood is usually all it takes to start a conversation. They’ll want to know as much about
you as you want to know about their neighborhood. These casual discussions may reveal
valuable information that you need to know. There may be water, sewer, drainage, or other
problems in the area that aren’t readily apparent when you’re just riding through.
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If you aren’t comfortable
walking the neighborhood,

don’t invest there.



Another big advantage to talking with people is that neighbors often know about developing
situations that create flexible sellers long before the properties go on the market for sale.

E x e rcise: Get Some Business Card s

These are very important to real estate investors. They’re “leave behinds” that many people will
put in their wallet or purse or store away in their home, “just in case” they ever have a need.
The cards don’t have to be elaborate or expensive, but they do need to let people know what you
do. 

The business card’s should identify you as a “Real Estate Investor,” with a line underneath that
reads, “I buy houses, apartments, other income properties.” Of course, they need to include
your address, telephone number, and fax number. These cards identify who you are, what you
do, and how to get in touch with you.

Learning your neighborhoods, affiliating with good property managers, applying the threshold
theory, and sticking with bread-and-butter properties are all very important; so is just getting
out and meeting people.

SESSION 4: N E G O T I ATING PRESSURE POINTS
This is the first of several sessions that are devoted to developing the powerful negotiating skills
that a real estate investor needs. If you buy real estate at market price, hoping that it will go up
in value, you’re going to get into trouble. The Bigger Fool Theory says, “If you buy for nothing
down, it doesn’t matter what you pay. There will always be a bigger fool coming along who will
bail you out.” 

That’s speculation, not investing. The Weekend Millionaire
does not believe in speculating when you buy real estate. 

SCARCITY AND INFLAT I O N

The price of real estate goes up for two very simple
economic reasons. The first of these is scarcity. As
populations increase, the demand for housing grows, and
the amount of real estate remains constant.

Because of the inherently limited amount of real estate available, that trend is going to
continue. So scarcity is one reason that real estate tends to go up in value.

A second reason for rising prices is inflation. In very simple terms, inflation occurs when there
is more money available to buy than there are things to spend it on. In real estate, we call it
“Too much money chasing too little property.” The Federal Reserve Board attempts to control
inflation by aggressively controlling the money supply. Throughout the past decade, it has been
very successful in doing so, but you may remember when inflation reached double-digit

T H E  W E E K E N D  M I L L I O N A I R E 2 4

If you buy property
right, you will make

money even if the value
never goes up.



numbers. Real estate is an excellent hedge against inflation because of your ability to leverage
large amounts of property with very little money invested. 

The Weekend Millionaire program doesn’t depend on scarcity or inflation. It works all the time.
Periods of economic growth and recession merely change the speed at which you become a
Weekend Millionaire; they don’t wipe you out. If you follow this program, you make
conservative investment decisions that don’t rely on scarcity or inflation to make you rich.
Rising prices are just a bonus.

Understand that you make your profit when you buy. When you sell property, you can’t sell it
for more than it’s worth any more than you can sell IBM stock for $100 when it’s listed for $90.
So you must make the profit when you buy. The Weekend Millionaire program teaches you how
to buy right so that you never have to sell.

When you buy right, profit margins that are small in the beginning get bigger the longer you
own your properties. The Weekend Millionaire program works for two reasons. First, it teaches
you to buy and hold to buy so that properties show a positive cash flow from the start and so
that you’ll never have to sell.

Second, it works because it teaches you the negotiating skills you will need to make those good
buys. As you master the negotiating gambits, you will find that you can negotiate purchases for
10%, 15%, or even 20% less than you ever dreamed possible.

N E G O T I ATING PRESSURE POINTS

First, realize that power in a negotiation comes from you having more options than the
seller. If the seller has five buyers lined up waving cashier’s checks at him, he has a lot of
options. If he has five buyers willing to pay $300,000 cash, you can’t expect him to accept
$250,000 from you.

However, it’s important to realize that negotiators deal with perceptions, not reality. Lots of
sellers will tell you that they have turned down better offers than yours, but is it really true?

Your power in the negotiation depends on your ability to convince the seller that you have more
options than they do. Let the seller know that you have better buys available to you, and you
give yourself power.

The second pressure point is time pressure. Time pressure plays a part in every negotiation,
but it has special significance when buying real estate. Unless sellers are under time pressure,
it’s hard to get good buys. When they are under a lot of time pressure, you can often get terrific
buys. And what time pressures might sellers be under? Of course, you won’t know until you
have done some work gathering information and asking questions. But there are a lot of
possibilities: 

• Maybe they’re behind on their mortgage payments and don’t see how they can catch up. 

• Perhaps they are actually in foreclosure and in danger of losing the property unless they can
find a buyer.

• They might need money to pay off mounting debts. 
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• They might have contracted to buy another home and can’t close on it until they sell this one.

• Maybe they may need the money for other purposes, such as tuition payments or unexpected
medical bills. 

• Perhaps they’ve lost a lawsuit and don’t have the funds to settle it. 

• Possibly they’re retiring and want to move to Arizona or Florida as soon as they’re through
working.

That’s just a partial list of the many things that put sellers under time pressure. Make your own
checklist and expand it with each new situation you encounter. Keep your list in mind when
you first meet with potential sellers and see if you can spot symptoms of the time pressure they
may be under.

E x e rcise: Start a “Time Pre s s u re List”

Get a spiral notebook and start your own “time pressure list.” Whenever you encounter
someone, read a story, or watch a television show that indicates someone is in a time pressure
situation, jot it in this notebook. This will train your brain to be more sensitive to possible time-
pressure symptoms.

Another aspect of time pressure that is especially germane to buying real estate is acceptance
time. It often takes sellers time to understand that they are not going to get as much for their
property as they hoped. A low offer that might horrify a seller just after they’ve put their
property up for sale may look a whole lot better after the property has been on the market for

three months without an offer. Never write off sellers as being
hopelessly inflexible on their price. Some of the best buys you’ll
make will be from sellers who call you back weeks after they
turned down your original offer. They needed time to see that
they weren’t going to get a better offer. Always leave the door
open for sellers to reopen negotiations. Instead of pressuring
them by saying, “This is my final offer,” leave the door open with
statements like, “I hope you get what you’re asking, but if you
don’t, call me. I’m not saying I’ll be in a position to buy later, but
we can always talk some more.”

TAKE YOUR TIME

Patience is a real virtue when negotiating. The longer you can keep sellers involved in
negotiations, the better chance you have of getting what you want. Take your time inspecting
the property. Ask as many questions as you can think of. Discuss things you may have in
common with sellers. If you see golf clubs or a fishing rod and you golf or fish, have a
conversation about it. Take a tape measure with you, measure some of the rooms, and note
down the measurements. Pace off the back yard and write it down. Why do these things? For
two reasons: The longer you spend with sellers the more trust they will develop in you. And the
more time they spend with you, the more flexible they will become when the negotiations start.
Time spent with you will increase their flexibility on price, terms, and other considerations.
Why? Because mentally, they want to recoup the time spent with you. Their mind starts to tell
them, “I can’t walk away from this empty-handed after all the time I have invested.”
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the more trust they
will develop in you.



There is a caveat here. If you aren’t careful, time can work against you in the negotiations. You
may find yourself becoming more flexible for the same reasons that sellers do. Your
subconscious mind will be saying, “I don’t want to walk away from this with nothing after all
the time I’ve spent on it.”

I N F O R M AT I O N

The next pressure point in negotiations is information. The side with the most information will
do better. When you think you know everything you need to know about a property and a seller,
you probably only know about half of what you really need to know. And to compound the
problem, most of what you know probably came from the seller. Here’s a checklist of just some
of things that you need to know:

• How long has the seller owned the property?

• How long has the property been for sale?

• How many offers have been made on the property?

• What does the seller plan do with the money from the sale?

• How much does the seller owe on the property?

• Is the seller under any pressure to sell?

• Why does the seller want to sell?

• Are those the real reasons for wanting to sell?

• Will the seller carry back any financing?

• If the property is listed with a real estate broker, when does the listing expire?

• Are there any hidden problems with the property?

• Are there any nearby problems that affect the value of the property?

The more information you can learn about sellers and their properties, the better insight you
will have into their real motivation for selling. Any bit of information you learn could
potentially lead to a creative win-win solution that will let you buy the property at a wholesale
price.

Don’t be afraid to ask the tough questions. Don’t be reluctant to ask tough questions for fear
they would offend sellers. Ask tough questions directly, by asking, “How much is owed on the
property?” or, “Are the payments current?” Even if sellers refuse to answer the questions, you’re
still gathering information. Like a good investigative reporter, even if they refuse to answer, you
can learn a lot by judging their reaction to your questions. Don’t limit your information
gathering by asking only questions that you know sellers will answer.

Be aware also that people share information much more easily with people in their same peer
group. Let’s take the issue of how long a property has been on the market, how many and what
type offers the seller has rejected. Sellers may be reluctant to answer these questions if you ask
them directly. The seller’s broker may not want to tell you either. However, if you have your real
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estate broker call their real estate broker, the two of them may exchange all kinds of
information because they see themselves in the same peer group. You might also gather
sensitive information through mutual friends, neighbors, or co-workers of sellers.

Now let’s talk about the most important of all the negotiating pressure points. It’s
projecting that you’re willing to walk away from the deal.

Study these pressure points and try them out in small day-to-day negotiations. Practice them in
situations that aren’t important so you can perfect them for use in ones that are.  

Now consider some things to be avoided. 

First, don’t equate “asking prices” with “selling prices.”

Smart sellers will always ask for more than they expect to get in order to give themselves room
to negotiate. In all markets, there is a difference between average asking prices and average
selling prices. This difference is small in some markets and quite significant in others. Local
real estate boards maintain statistics on selling prices as a percentage of listing prices. This
difference may range anywhere from 2% to 20%, depending on whether it’s a buyers or a sellers
market.

Don’t be swayed by appraised values. Appraisals, especially on single-family homes, establish
retail values and are necessary when obtaining conventional financing from banks, but they
have little to do with the investment value of properties. Appraised values often give new
investors a false sense of accomplishment.

The next mistake to be avoided is this: Don’t back off from your determination of property
values. 

Real estate investing is a business, and to be successful, you have to make a profit. If you pay
market value for properties and then rent them for market value, there is rarely any profit. You
make your profit when you buy, which means buying wholesale. This takes patience, because it
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THE FOUR PRESSURE POINTS
One: Your power in a negotiation comes from your ability to convince

a seller that you have more options than he or she does.

Two: The side under the least time pressure will usually do better.

Three: The side with the most information about the other side will usually
be in control.

Four: Your ability to convince the seller that you’re prepared to walk
away is the number one pressure point.



takes many wholesale offers to make a few wholesale purchases. You must stick with your
determination of value and not be influenced by market value appraisals. It’s not how many
properties you own, it’s how many you own that make money, that turns you into a Weekend
Millionaire.

Don’t let the seller’s dissatisfaction deter you from making offers. Wholesale offers offend some
sellers! This is understandable, because most sellers base their asking prices on appraisals or
optimistic estimates of value by real estate agents. In addition, if you’re talking about their
home, they will attach sentimental values that mean something to them but have no value to 
an investor.

The next “don’t” principle: Don’t forget that big gaps often exist between asking price and
selling price.

As a new investor, you need to develop this kind of discipline right away. Being too eager to
make that first purchase is a mistake. Patience and persistence are the rules. Forget about
asking prices, forget about appraised values, calculate the value of properties using The Weekend
Millionaire method and keep making offers. Only buy property if the numbers work. If you miss
this deal, simply go on making offers and purchase only the ones that meet The Weekend
Millionaire criteria.

You’ve probably heard that the objective in negotiating is win-win. Win-win negotiating says if
you and a seller get together and learn about each other’s objectives, you can come up with a
solution that gets both of you what you want without either having to feel he or she lost.

Never assume that sellers view properties the same way you do. Doing so will often create
deadlocks over issues that are completely irrelevant to the problems the sellers are trying to
solve. The best way to avoid this type of complication is by sharing information and trying to
learn what each party is trying to achieve.

This is always a big problem when you’re negotiating. Believe it or not, you’re better off to have
a strong objection to what you’re proposing than to be met with indifference.

Win-win solutions can come only when you understand
that people in negotiations don’t always want the same
things. They’re looking at the same situation, but they’re
seeing it from different perspectives.

Win-win negotiations involving real estate investing can
come only when you understand that sellers don’t
always want the same things you might want if you
were the seller.

SESSION 5: FINDING SELLERS-PA RT ONE
At this point, you’re probably eager to get out in your community and start finding properties.
But if you’re like most people, the next step may seem a little scary. Listening to these sessions
is one thing, but actually getting out there and doing what we’re talking about is something else
entirely. So, how do you move on to becoming a real estate investor? 
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Well, here’s the good news. The first property you buy is always the most challenging. It
gets a whole lot easier from there. 

The previous section elaborated on some problems sellers might have that would motivate 
them to sell their properties. Not all wholesale deals involve sellers who are having problems,
financial or otherwise. Some deals come from simply using good negotiating skills.

There is a phenomenon currently taking place in the United States that is likely to create some
excellent opportunities in the coming years. The general population is growing older as the
baby boom generation ages. This means that aging homeowners are going to be looking to
convert home equities into income streams as they move into retirement communities or
nursing homes.

For the past 30 to 35 years, the baby boom generation has driven economic trends in this
country. This movement will continue for another 20 to 25 years. Many aging boomers have
little for retirement other than their Social Security checks and the equity in their homes.
Unfortunately, many of those with retirement nest eggs had them wiped out by the recent
tumble in the stock market and the bankruptcy of giant companies like Enron and K-Mart. As
these people retire, many of them will have to convert their home equity into supplemental
income.

Of course, they could sell their properties and invest the cash in dividend-paying stocks, bonds,
or certificates of deposit. The problem is that fluctuating interest rates and market conditions
produce an income stream much like a roller coaster ride. Since The Weekend Millionaire
method teaches you to buy and hold properties for long-term income and appreciation growth,
the concept of direct principle reduction, or zero-interest loans, will become increasingly
attractive to people needing to convert real estate equities into income streams.

PRICE AND INCOME STREAM

There are two fundamental issues that frequently arise when dealing with elderly people. The
first is price. Often, older people attach sentimental values to properties where they’ve lived
their lives and raised their children, values that mean nothing to a buyer. Also, they often seek
advice from family members with similar sentiments or relatives with good intentions but no
knowledge of property values. This can result in properties priced so high they can’t be
purchased with conventional financing or cash. Since price is so important to many sellers, the
use of unconventional financing is a way to negotiate without leaving them feeling “beaten
down” on their price.

The second issue is the importance of providing a steady income stream for retirement.  Clearly,
having a steady stream of money coming in is highly important to this population. This is
critical for you to understand when considering purchasing properties from older buyers. This
knowledge can help you come up with creative financing that might not appeal to a different
segment of the population.

While zero-, or very low-, interest rate financing can enable you to pay higher prices for
properties, there are also some cautions you need to consider. Whenever you use this type of
financing, don’t use a standard bank-type note that contains a due-on-sale clause. The financing
is so favorable, that if you ever did decide to sell or trade the property, having an assumable no-
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interest mortgage would be a huge advantage. Also, you want to include a clause giving you the
right to substitute collateral. This is important, because even if you decide to sell the property,
you may want to keep the loan and secure it with another property.

E x e rcise: What Is the Seller’s Motive?

For the following scenarios, identify the seller’s motive. What is he or she looking to get out of
the situation? Don’t worry about coming up with specific offers to the seller. This exercise is just
to get you thinking about the seller’s interests. Answers will follow:

Example One:

Martha Graham is a 71-year-old woman. She’s a tiny woman, barely five feet tall. Her energy
can barely be contained in her small frame. Her watery blue eyes are piercingly intelligent, and
you can tell that she is one savvy businesswoman. Unfortunately, her husband recently died,
leaving her with sole ownership of their 3-bedroom, 2-bath home. She has one son who is
pressuring her to sell the family home and move to a mobile home on the cliffs of Malibu.
While her health is fine, to appease her son, she put the property on the market. She’s torn
between living in a home that is “just too big for an old lady” and wanting to stay in the home
she and her husband lovingly remodeled. She remembered her husband telling her that there
would be no way to recoup the investment on the upgrades. In this middle-class neighborhood,
Martha and her husband installed a koi pond, stained-glass skylights, and beveled glass
windows throughout the house. Everywhere Martha looked, she could see her husband’s loving
craftsmanship.

What are some of the things Martha is concerned with? What issues do you need to address
when making a deal with Martha?

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________
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Example Two:

Bob and Patty were married for 17 years, until Patty found out that Bob had been cheating on
her throughout the entire marriage. A stay-at-home mother of three, Patty was awarded
ownership of the family home, but Patty must pay out Bob’s $35,000 equity. As soon as he signs
over the title to Patty, she must begin making payments of $500 per month to her ex-husband
for the next five years. Every time she writes that check, her blood boils. As she told her best
friend, “He cheats on me, he ruins our family, and I have to pay him each month? Where’s the
justice in that?” The mortgage payments are beginning to burden her, and she’s considering
selling the house and buying a condo.

What are some of the things Patty is concerned with? What issues do you need to address when
making a deal with Patty?

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________

Example Three:

Roger Yung is a victim of the dot-com bust. In 1999, he developed a new display engine that
could be used in the development of software and used by source code editors. This new
technology would make it much easier for companies to develop new software. Roger
successfully attracted the attention of venture capitalists, who invested money in his business. 
At first, it looked as if things were going well. Roger’s company was able to sell enough product
for him to buy a beautiful home in Mill Valley, right outside of San Francisco. He was driving a
new Lexus and generally enjoying the good life. There was no reason to think this trend
wouldn’t continue, until one of the major technology firms, SunSystems Tech came up with a
similar product that was faster and better than the one Roger’s company was making. Since he
was just a startup, and his money was already tied up in the product he currently had, Roger’s
company didn’t have the flexibility to adapt. Soon, the market for his display engine dried up,
and Roger’s business went bust almost overnight. He had to sell the Lexus and was having
serious trouble paying his $3,000-a-month mortgage. Roger has decided to put his home on the
market and move to Los Angeles to pursue his dream of becoming a screenwriter.

What are some of the things Roger is concerned with? What issues do you need to address
when making a deal with Roger?

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________

Answers:

Here are some answers to the examples above. Remember, the goal of this exercise was not to
worry about coming up with specific offers to the seller. This exercise was just to get you
thinking about the seller ’s interests.
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Example One: Martha is concerned with several things. First, she has a son who is pressuring
her to sell. She has that family dynamic to contend with. You may even have to deal with the
son when negotiating with Martha. She’s not sure she even wants to sell. She has strong
sentimental attachment to the house and has put more into the house than the current market
will allow her to recoup. This is likely to cause her to set an inflated price and want to stick to
it. Also, although she is healthy, she is 71 years old, widowed, and retired. A steady monthly
income might be important to her. Finally, she considers herself a savvy businesswoman, so any
deal you make will have to let her feel that she’s made a good deal.

Example Two: Patty’s biggest concern is her anger over having to pay her ex-husband monthly.
When negotiating with her, an offer that involves buying out the husband’s equity while
allowing Patty to feel she got full market value for the home is important. In addition, since
Patty is a stay-at-home mom, a deal that gives her a monthly income for the period of time that
her kids are in school would also be highly appealing. This way she would be eliminating the
$500-a-month payment to Bob and would have money coming in each month so that she could
work part-time and still be with her kids. Since she is looking to downsize to a condo, cash for
her new down payment would also make it more likely Patty would make a deal with you.
Ideally, a deal where Patty could get enough cash to buy the new condo outright would be ideal.

Example Three: Roger’s greatest concern is time. He has a huge monthly mortgage and wants
to move on to the next phase in his life. Even though such high-end properties are not your -
bread-and-butter properties, he might be willing to make a wholesale deal if it’s done quickly.
Clearly status and ego are a big part of Roger’s money image, and any deal that left him feeling
like less of a “failure” would appeal to Roger.

These are just a few of the “answers” that could fit these examples. The most important thing to
take away from this exercise is that, in order to become a Weekend Millionaire, you need to
look deeper than the surface. You need to identify the seller’s needs and find a way to meet
them that still satisfies The Weekend Millionaire criteria.

SESSION 6: FINDING SELLERS-PA RT TWO
Whether you come from a financially difficult background or from one of affluence, patience
and persistence are virtues that will make you a Weekend Millionaire. Whether you’re having
financial difficulties right now or not, the information in this program can change your life
forever if you’ll just stick with it. It takes patience and persistence to become a Weekend
Millionaire. Financial independence is not something that just happens. It results from
consistent application of the ideas and principles you’re learning from this program.

E x e rcise: Developing Persistence

It’s never too late to start practicing persistence. If you study the lives of Ray Kroc, who founded
McDonald’s, or Colonel Sanders, who founded Kentucky Fried Chicken, you’ll discover they
both started their successful careers after the age of 58. They had a dream, committed it to
paper, set specific goals, executed, and persisted when people thought they were damned fools
for trying. Now it’s your turn. 
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My Goal: I’d like to have $_______ a month coming in from my properties by _______.

Execution: Here are three specific actions I can take immediately to start achieving this goal:

1) ________________________________________

2) ________________________________________

3) ________________________________________

Persistence: Here are three things I can do when I find my motivation flagging.

1) Drive around neighborhoods where I wish to invest

2) ________________________________________

3) ________________________________________

Up until now, we’ve been talking about solving problems for individuals; let’s now move on to a
discussion about dealing with institutions. 

BANKS ARE BUSINESSES TOO 

When banks make loans secured by real estate, occasionally some of them go bad and end up in
foreclosure. Quite often, at foreclosure sales, the lending institution bids the amount of their
outstanding loan and no one else tops the bid. As a result, they end up owning the properties.
These are known as Real Estate Owned, or REO, properties and are liabilities not assets to
banks. The quicker they can dispose of them the better. These properties can offer excellent
opportunities for investors.

Although many people don’t view them that way, banks are businesses just like other
companies. They make mistakes too. If they make too many mistakes and end up with an
excessive number of nonperforming loans and foreclosed properties, they can come under
intense scrutiny from federal regulators. When this happens, banks become flexible sellers too.
They try to cut their losses as much as possible, but occasionally, their attempt to do so
backfires and becomes another mistake.

Most of the time lending institutions don’t auction properties unless they feel they can come out
better than with a negotiated sale.

There are many ways to buy real estate owned by banks, but you should always use persistence
and creativity to find ways to make purchases that conform to your standards. There are good
deals if you’re willing to wait and take them as they come
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SESSION 7: BEGINNING NEGOTIATING GAMBITS
Negotiating skills are a key ingredient to your success as a Weekend Millionaire. 

Here are five areas where Power Negotiating skills will help you with your real estate investing
program.

First, knowing that you can negotiate a better deal makes more properties available to you that
fit The Weekend Millionaire wholesale-buy profile. Investors who have poor negotiating skills will
have to search very hard to find a good buy. Because you’re a Power Negotiator, you’ll have far
more workable deals available to you.

Second, you’ll be able to have sellers accept offers from you even when they’ve refused a better
offer from other buyers.

Third, you’ll turn properties that are already good opportunities into truly outstanding buys.

Fourth, you’ll know how to make creative offers that meet the seller’s needs as well as your own
— offers that make the negotiation a true win-win. 

Fifth, and perhaps most important, you’ll be able to enjoy the negotiating process because the
stress has been removed. Most people are afraid to negotiate because they don’t have the
confidence that good negotiating skills give them. Poor negotiators are afraid to make low offers
to sellers. Power Negotiators know how to get those low offers accepted without upsetting the
seller.

In all probability, if you’ve met people who haven’t done well as real estate investors, it’s because
they didn’t know how to negotiate well. They ran into a lot of resistance from sellers and failed
to get offers accepted because they weren’t doing it right.

Let’s start with rule number one in negotiating. This is the most important rule to learn: to
understand and to know how to apply when you’re negotiating with sellers. The perception of
options gives you power. If the sellers have very few options and you can convince them that
you have many, you have power in the negotiation. If the sellers can convince you that they
have a lot of options, the sellers have the power in a negotiation.

Here’s how you can build power by letting the sellers know that you have options. Say to the
sellers, “I’ve narrowed my choices now to your property and two others. Any one of the three
will serve my purpose. I just need to find the seller who’ll give me the best price and terms.” 

If the sellers have more options than you do, the sellers have the power — for example, if you’re
trying to buy a house for $80,000 and sellers have three other buyers waving $100,000 cashier’s
checks in their face, there is probably no way of getting you that property for $80,000. In that
case, you’re probably better off to move on and find other sellers who don’t have as many
options.

Remember, however, that it’s the perception of options that counts. Reality doesn’t mean much
to negotiators. They deal in perceptions. If the other side believes that you have options, you
have power over them whether you really have those options or not.
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The first of these gambits is very simple but very powerful, and it will make you a lot of money.
Here’s the rule: Ask the sellers for more than you expect to get. 

• Ask for a lower price than you’re willing to pay.

• Ask for a lower interest rate for financing than you’re willing to pay.

• Ask the seller to pay for attorney fees, termite inspection, home inspection fees, survey, deed
preparation, and title insurance. 

• Ask for a later closing date if the seller wants to close the deal quickly; ask for an earlier
closing date if the seller wants time to move out. 

• Ask them to include personal property, such as pieces of furniture, a lawnmower, or a
barbeque.

Why would you do this? Doesn’t it move you and the sellers further apart? Doesn’t that make it
harder to make a deal? Let’s consult a real expert. Henry Kissinger was one of the top
international negotiators of the 20th century. He always taught that, “Effectiveness at the
bargaining table depends upon your ability to overstate your initial demands.” Note that he says
“ability.” In other words, how well you can do it.

Why is this so important? For many reasons, the most important of which is that you’re
creating an environment where the sellers can have a win with you. If you make your first
offer your best offer, you have nothing left to give sellers to let them feel they won something in
the negotiation. And remember, that’s one of the key objectives in negotiating — let the sellers
feel that they won too.

So your initial offer to the sellers should be what negotiators call your minimum plausible
position, or MPP. This is the least that you can possibly offer and still have the sellers see some
plausibility in your position. 

Unless you’re already a very experienced negotiator, you’ll find that your MPP is much lower
than you think it is. If you present offers the way that this program teaches you, you’ll be able
to make what appear to be outrageously low offers and still have the sellers take them seriously.
All beginning real estate investors fear ridicule from sellers. They are afraid that sellers will
laugh at them or get angry with them for making such low offers. Because of this intimidation,
you will probably feel like modifying your MPP to the point where your offers are for more than
the minimum amount that the sellers would think is plausible. Don’t do that. Grit your teeth,
brace yourself for rejection, and make those low offers. You’ll be surprised at the low offers
some sellers are willing to accept.

But there are also many other good reasons; most importantly, you might just get it. They
might just accept that low offer, and the only way you’ll ever find out is to ask.

Here’s another reason for asking for more than you expect to get. If you’re dealing with sellers
who are proud of their ability to negotiate, the negotiations will deadlock unless you leave
room for them to have a win with you.

Another reason for starting low is that you can always go up on an offer to buy, but you
can’t go down. Give yourself some negotiating room. It makes it easier to get what you really
want.
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E x e rcise: Ask for More Than You Wa n t

You’re at a job interview for a position you’ve wanted for a long time. Things are going well, and
you’re pleased to hear the manager tell you that he’d like to make you an offer. You’re hoping to
make $55,000 a year, but you’re aware that the company is only offering $49,000 a year. What is
your offer?

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________

Answer: Remembering the theory that you always ask for more than what you want, you start
negotiations by asking for $61,000 and a company car, and for the company to match 100% of
your contributions to your IRA. You might also consider asking for things such as a prime
parking space and a nice office. Remember to stick with a plausible position, but also don’t
make your MPP too low!

There’s a danger to be aware of when asking for more than you expect. Oliver Twist, the Charles
Dickens’ character in the poor house, who had the nerve to ask for more food, might put it this
way. Asking for more is one thing, demanding more is another.

Remember that this is a persuasion technique. If you lower your offer to beyond what’s
reasonable and then convince yourself you’re going to get that price, you may be heading for
trouble. 

When you ask the seller for more, be sure it doesn’t come across as a demand. Imply some
flexibility. You’ve got plenty of room to give a little. Let the other side know that you think the
offer is reasonable but that you have their interests at heart too. If need be, you’re willing to
listen to a counterproposal. If your initial position seems outrageous to sellers and your attitude
is “take it or leave it,” the negotiations may never get started. The seller’s response may simply
be, “Then we don’t have anything to talk about.” You can get away with outrageously low offers
if you imply flexibility.

One of the most powerful thoughts when trying to persuade sellers to accept a low offer is not,
“How can I get them to give me what I want?,” it is “What can I give them that wouldn’t take
away from my position?” Giving something that’s of value creates an obligation in the seller’s
mind. If you give people what they want, they’ll give you what you want.

When we get into trouble, it’s because we’ve assumed that the other person wants the same
thing that we want.

A critical principle of Power Negotiation is to understand that the other side will do what you
want them to do only when it is in their best interest to do so. Learn to look at things from
the seller’s point of view, not yours. Because when you give people what they want, they’ll give
you what you want.

The next question has to be, “If you’re going to ask for more, how much more should you ask
for?” The answer is that your opening negotiating position should be an equal distance from
your objective and their opening negotiating position.
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Or in simpler language, this means “Assume that you will end up midway between the two
opening negotiating positions.” 

Of course, it’s not always true that you’ll end up in the middle, but that’s a very good
assumption to make. Unless you have something else to go on, assume that you’ll end up in 
the middle. If you track that, you will be amazed at how often it happens.

E x e rcise: Go for the Middle

You are in Power Negotiations with a seller. She offers $185,000 as the selling price. Based on
your calculations, you only want to pay $170,000. What is your offer?

$___________________________

Answer: Your offer should be $155,000. This makes $170,000 halfway in between her offer and
yours.

Remember that the most important negotiating principle is that the perception of options gives
you power. The second most important principle is that for you to bracket the seller, you’ve got
to get them committed to a position first.

Naturally the seller will have told you his or her asking price first, but there’s no way that you
can pay the asking price and make the numbers work for you. So try to get the seller to modify
that position by saying, “If we could give you a fast clean sale, what is the very lowest price that
you would accept?” I’ve always been surprised at sellers’ reaction to that question. Very often
they’ll drop their price $10,000 or $20,000 just because you said that. Now you can take that
lower price, bracket your objective and come up with your opening negotiating position.

Don’t be concerned when sellers say “No” to your proposal. For a negotiator, the word “No” is
never a refusal. It is simply an opening negotiating position and that’s all it is. 

When sellers turn down your offers with a flat refusal and no counteroffer, think to yourself,
“Isn’t that an interesting opening negotiating position? I wonder why they decided to start with
that approach?”

DON’T RUSH TO “YES”

Just as “No” has a different meaning in a negotiating situation, you should understand that it’s a
mistake to say “Yes” too quickly. Saying “Yes” to the first proposal from the seller will
automatically trigger two thoughts in the seller’s mind. First, “I could have done better “ and
second, “Something must be wrong.”

E x e rcise: Second-Guessing Yo u r s e l f

Describe a time in your life when you asked for something and the other person said “Yes” too
quickly. What were your second thoughts in that situation?

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________
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THE FLINCH FA C T O R

Let’s address the number one mistake that beginning investors make when negotiating with
sellers. They don’t flinch at the seller’s asking price. Power Negotiators know that you should
always react with shock and surprise at the other side’s proposals. 

The truth of the matter is that when sellers tell you their price, they are watching for your
reaction. They may not believe for a moment that you’ll pay that much. The sellers have just
thrown out a high price to see what your reaction will be. If you don’t flinch, they will
automatically think, “Maybe I will get him to pay that much. I didn’t think he would, but 
now I’m going to be a tough negotiator and see how far I can get him to go.”

E x e rcise: Develop Your Flinch Face

Get a partner and practice flinching at the following scenarios:

1) You’re at a garage sale. Ask the price of the VCR. No matter what the person says, FLINCH.

2) You’re buying flowers from a street vendor. He tells you they are $5. FLINCH.

3) You’re at a car dealership. Ask how much the Porsche is. When the dealer gives you the
answer, FLINCH.

Have fun with this exercise! FLINCH whenever you get the opportunity during the normal
course of your day. You’ll be amazed at how often you will get something when you FLINCH.
Just having fun with this exercise will pay for this program many times over.

THE RELUCTANT BUYER GAMBIT

Remember that the first price sellers give you is what I call “the wish price.” This is what the
sellers are wishing you would pay for the property. You can’t make money as a real estate
investor buying at the wish price. You need to find out the seller’s walkaway price — the price 
at which they will not, or cannot, sell the property.

Here’s how you use the Reluctant Buyer Gambit to uncover their walkaway price. Get the sellers
to show you the property. Take all the time that you can doing this. Ask all the questions you
can think of. Finally, when you cannot think of another thing to ask, you say, “I really
appreciate all the time that you’ve taken with me. Unfortunately, I don’t think I can make this
work for me. Remember that I’m a real estate investor and I need to buy properties so I can
rent them out and make a profit. At this price, I just don’t think I can make it work. But I really
appreciate all the time you’ve taken with me, and I wish you the best of luck.”

You turn to leave and then, almost as an afterthought, you turn back and say, “I do appreciate
your spending so much time with me, so just to be fair to you, what is the very lowest price you
would take for the property?”

Remember that this is not the end of the negotiation. It is not even the beginning of the
negotiation. At this point, you’re simply trying to squeeze the seller’s expectations before the
negotiations even start.

By playing Reluctant Buyer, you won’t get sellers to come all the way down from their wish
price to their walkaway price, but what they will typically do is give away half their negotiating
range, just because you used this technique. It gives you a feel for how low they may go if you
keep on negotiating.
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THE VISE GAMBIT

Here’s another magic expression that will make you a lot of money. I call this the Vise Gambit.
It’s really nothing more than one key sentence, one very simple expression — which is: “You’ll
have to do better than that.” 

Let’s say that you’ve toured the property with the sellers. You’ve asked all the questions you can
think of. You’ve played Reluctant Buyer to squeeze the seller’s negotiating range, and finally the
sellers give you their absolute, rock-bottom, can’t-go-a-penny-less price for the property.

Now you pause. You appear to be considering their proposal. Then you respond with the Vise
Gambit by calmly saying, “I’m sorry, you’ll have to do better than that.”

An experienced negotiator will automatically respond with the Counter Gambit, which is,
“Exactly how much better than that do I have to do?” trying to pin you down to a specific
number. However, you’ll be amazed how often inexperienced sellers will concede a big chunk of
their negotiating range simply because you said, “You’ll have to do better that that.”

What’s the best thing for you to do, once you’ve said, “You’ll have to do better than that?” 

There’s a simple answer to that. Shut up! Don’t say another word. The seller may just make a
concession to you. Salespeople call this the silent close. They all learn it the first week that they
are in sales. You make your proposal and then shut up. The sellers may just say “Yes,” so it’s
foolish to say a word until you find out what they are willing to do.

E x e rcise: Practice the Gambits

Try the Reluctant Buyer and Vise Gambits out on some minor negotiations to see how they
work. This will build your confidence when you need to use it with larger negotiations.

SESSION 8: MAKING THE FIRST OFFER
So far the program has introduced you to the fundamentals of real estate investing. Up until
now, you’ve gained only knowledge. It’s truly difficult to learn a skill until you actually do it.
Becoming a successful Weekend Millionaire requires both knowledge and skill. You need
knowledge to analyze properties and structure offers, and skill to get sellers to accept these
offers. You can gain knowledge by listening to this program. Skill comes from putting this
knowledge to work and actually making offers.

In this session you’ll learn how to structure offers that will not only let you purchase properties
wholesale, but also generate an income stream as well.

One of the most important concepts for a Weekend Millionaire to understand is that of Net
Operating Income, or NOI, to value properties. For a Weekend Millionaire, the income a
property generates is far more important than the price you pay. Now let’s revisit that concept
and show you in more detail how to calculate the NOI. 

As you get started, remember that buying properties The Weekend Millionaire way is all about
structuring offers that will let you buy at wholesale values.
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You can’t pay market value for real estate, then rent it for market value, and expect to be
successful.

You have to start by understanding that the terms “price” and “value” are not interchangeable
when you’re dealing with real estate. There’s a significant difference between the two.

Real estate is a long-term investment that is usually financed over a number of years. The
“value” of real estate is determined by combining both price and terms — and terms are often
more important than price.

The key to understanding this concept is Net Operating Income, or the amount left over after all
the expenses. Learning to calculate the NOI of a potential purchase is critical to your success.
Following is a simple form you can use to make this calculation.

Net operating income calculation: 114 Elm Str e e t
I N C O M E M O N T H LY A N N U A L LY
G ross Rent $ 1 , 1 0 0 . 0 0 $ 1 3 , 2 0 0 . 0 0
Vacancy Factor ($  55.00) ($  660.00)
Net Rent $ 1 , 0 4 5 . 0 0 $ 1 2 , 5 4 0 . 0 0
E X P E N S E S
Management Fee ($ 104.50) ($ 1,254.00)
Maintenance Reserv e ($ 104.50) ($ 1,254.00)
U t i l i t i e s ($   0.00) ($    0.00)
Ta x e s ($  50.00) ($  600.00)
P ro p e rty Insurance ($  25.00) ($  300.00)
Other Expenses ($  11.00) ($ 132.00)
NET OPERATING INCOME $ 7 5 0 . 0 0   $9,000.00

You’ll notice that this is an already completed Net Income Calculation Form for the
hypothetical property located at 114 Elm Street. 

Looking at the completed form, you will see that the line labeled Gross Rent shows $1,100
under the monthly column and $13,200 under the annual column. This is the estimated amount
you think the property will rent for.

Line two, Vacancy Factor, shows a negative $55 monthly and a negative $660 annually. This is
an allowance for the amount of lost rent you project to have between when one tenant moves
out and another moves in. In our example, we used a vacancy factor of 5%. This factor
estimates that we’ll lose income for a little over 18 days per year while the property is being re-
rented. Some markets won’t take this long, but others may take longer. Until you gain
experience, a professional property manager should be able to help by giving you a good
estimate of the time required to re-rent properties in your market. Be aware that you’ll run into
some real estate agents who will try to tell you that you don’t need to consider a vacancy factor.
They’ll tell you that rental demand is so high there will always be a new tenant waiting to move
in the same day the previous one moves out. There are even some real estate agents who will try
to convince new investors that their vacancy factor should actually be a plus. They will tell you
that some tenants may move out before the end of the month and a new one will move in
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immediately, resulting in double rent for a few days. Don’t be fooled by this optimistic talk. It
could happen, but it’s not likely. Plus, it’s always better to be safe than sorry!

After subtracting the Vacancy Factor, line three shows the Net Rent you project to receive. This
is the actual money you expect to get. All of the expenses that follow are deducted from this
amount.

Under Management Fee we projected the expense to be 10% of the Net Rent. This is an
estimate of the amount a property manager will charge you to handle the property. Again, 10%
is only a typical management expense. When you’re doing the calculations, you will use the fee
charged by the property manager with whom you select to work. Ten percent is typical, but
your rate may vary from 4% to 12% depending on your market, the number of properties you
own, the competition among property managers and your ability to negotiate a better deal with
the one you decide to use. If you plan to manage the property yourself — which is not
recommended — you still want to include a management fee unless you plan to work for free.
Just to be safe, always include a management fee when calculating NOI.

The next line is Maintenance Reserve. New investors often overlook this item. Regardless of
how good a property’s condition may be when you purchase it, you need to set up a reserve
fund for maintenance. In our 114 Elm Street example, we use 10% of the net rent as a reserve.
Depending on the age and condition of a property, you may want to vary this reserve from 5%
to 30% or more. Even if the property is brand-new, the roof, paint, carpet, appliances, heating 
and air conditioning systems, and other items start wearing out as soon as you purchase it. If
the property has some age on it, part of the useful life of these items has already been
consumed. This means that repairs or replacement will come sooner rather than later. On older
properties, you can allow for this deferred maintenance by increasing the percentage you put
into reserve. Setting aside money in a reserve fund will help you avoid getting into a cash flow
bind when these expenses arise.

We have intentionally left the Utilities line blank. Since our sample property is a single-family
house, we show zero cost for utilities because tenants typically pay these expenses directly to
the utility companies. If you plan to pay utilities, you need to estimate their costs and insert
them in your calculations. 

Always check to see who pays the utilities when you’re looking at properties. Don’t make
assumptions. In some areas, things like recycling and trash collection are added to the property
tax bills. You should always look very closely at utilities when you’re calculating NOI for larger
multifamily properties. With these types of properties, the landlord frequently pays some, if not
all, of the utilities.

The line for Property Taxes is self-explanatory. It’s just that, the property taxes. You can
estimate these by taking the tax rate for the taxing district where the property is located and
applying it to the price you are offering to pay. If a recent reassessment has occurred, you may
be comfortable using that figure, even though it’s lower than your purchase price, but don’t
automatically rely on the prior year’s tax bills. Some states reassess property for taxes each time
there is a sale. If this happens, and you don’t anticipate it, you could be in for a very unpleasant
surprise.

The next line is Insurance. You can get quotes from any number of property and casualty
insurance agents in your area, but shop around because rates can vary widely. Some insurance
companies may have had bad experiences in some parts of town or with similar types of
property, and they deliberately try to price themselves out of the market.
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The final expense line on our calculation form is Other Expenses. Here we have shown only a
token amount, as there aren’t many hidden expenses on single-family homes. But if you’re
calculating NOI for larger multifamily properties, there will be a number of other expenses,
such as common-area maintenance, grounds maintenance, area lighting, snow removal, and
others. One thing you will want to check out with single-family homes is homeowners’
association dues. Some communities have monthly or annual dues to cover things like road
maintenance or streetlights.

This brings us to the last line of the form, Net Operating Income. You simply subtract all of
the expenses from the Net Rent and the amount left over is your NOI. Pretty simple isn’t it?

Now that you understand how to arrive at the NOI for a property, let’s use this to make another
very important calculation — the return on investment, or ROI. This is a standard business
term that means exactly what it says. If an investor pays cash for a property, the income he or
she receives after all expenses are paid is the return on the investment. 

As you can see on the calculation form, our sample property at 114 Elm Street generates $9,000
per year in NOI. If the asking price of the property was $90,000, and you bought it for that price
and paid cash, your return on investment, or ROI, would be 10%. That’s calculated by dividing
the NOI of $9,000 by the purchase price of $90,000. ROI is an important figure because it
gives you a way to compare this investment with other investments such as stocks, bonds,
or precious metals.

When you calculate the ROI for real estate, just remember that it assumes you pay cash for the
property. You’re probably not going to do that, so what becomes important is the spread
between the ROI and the cost of borrowing the money. A 10% return on investment may be a
very good deal if you can borrow the money to purchase the investment at 6%. You would be
making a 4% spread on the money. It would be a bad deal if you had to pay 12% to borrow the
money, because then you would have make up the 2% loss from other funds. 

In the 114 Elm Street example, we calculated the NOI and determined that it represented a 10%
return if you paid the asking price of $90,000. Probably not a bad deal, but let’s look at some
other scenarios. 

Suppose you could purchase the property for cash and only pay $75,000 for it. The $9,000
annual NOI then becomes a 12% return. But, what if you bought it like most people do and
paid a down payment and then financed the balance. How would you calculate your return?

Your first consideration in this situation is to make sure you get a reasonable return on your
down payment and on any cash you spend fixing up the property. New investors often overlook
this very important point. Then you need to structure your financing so you can still buy the
property with the NOI. This gives you a wholesale purchase. You may be surprised to learn that
how you pay for a property is far more important than what you pay. Let’s look at how you
might pay more than the asking price and still have a wholesale purchase.

Let’s assume that you paid $120,000 for the property, but were able to finance 90% of the
purchase price at 4% interest. The interest on the loan for a year would cost you about $4,300.
When you subtract this from the $9,000 NOI, it leaves you with $4,700, or a 39% return on the
$12,000 cash down payment you made. 

Using these two examples, can you see that you would have an ROI of 12% if you paid $75,000
cash for the property, but by paying $120,000 and financing 90% of the purchase, you could
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actually earn 39% on the cash you invested? Which would be the better deal? Of course earning
39% on your down payment and letting your tenants buy the rest of the property for you would
be a much better deal.

This comparison demonstrates why price may not be the most important thing when buying
real estate. Are you beginning to see how somewhere within this price range of $75,000 to
$120,000, there may be a combination of price and terms where you can make a deal? 

You simply use the NOI to structure a range of offers that balance price and terms, yet do not
exceed the cash generated by the property. In other words, any deal that lets you purchase the
property with its NOI is a good deal. That’s how you buy investment real estate you can afford
to own. 

The key to becoming a Weekend Millionaire, is
understanding how terms play just as large a role
as price when buying investment real estate. In
reality, you can let the sellers set the price if they
will let you set the terms, or vice versa. This
phenomenon produces the give and take needed to
negotiate wholesale purchases.

But let’s go a step further. If you truly want to
purchase the property with the NOI, you need to
consider the length of a loan as well as the interest
rate. Using the $9,000 annual NOI we’ve been

discussing, that’s $750 a month. You need to structure your offers so that the payments don’t
exceed this amount.

By adjusting the length of the loan or the interest rate, you can usually pay sellers their asking
price and still stay within the NOI. For example, you could pay considerably more than $90,000
and keep the loan at 15 years if you could get financing rates in the 3% to 5% range. Similarly,
you could raise the interest rate to nearly 7% and still pay this price if you extended the loan to
20 years.

It’s not that complicated! Just keep in mind that if the interest rate goes up, the price
comes down. If the price goes up, the interest rate comes down. It’s a balancing act in
which you try to find the right combination to make the deal work for both you and the seller.

It’s easy to become so focused on keeping payments below the monthly NOI that you forget
about a return on your cash. The best way to avoid this is by paying yourself first. Deduct the
return you want on your cash first and then structure the financing around what’s left.

This is fairly straightforward. If you make a $10,000 down payment and you want to earn a 6%
return on your money, you have to deduct $600 a year or $50 a month from the NOI. That
means the money left over for mortgage payments is $50 a month less, so you need to plan
accordingly. If you want a 12% return on your cash, you need to deduct $1,200 a year or $100 a
month from the NOI. 

When you’re calculating return on cash, don’t just think of the down payment. If you have to
make repairs to get the property ready to rent, that takes cash too, but how much? 

Determining repair costs is not as straightforward as determining the down payment amount,
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but here’s how to get close. Use the Inspection Form referred to in Session Three of this
workbook when examining the condition of properties. 

When you find a repair that needs to be made, note it on the form. After you complete your
inspection, go down the form and estimate the cost of each needed repair. This is a little more
difficult, but in time, you will be able to come pretty close. Until you feel comfortable doing
this, get some help from people in the various trades. They’re usually very helpful, especially if
they think they will get to do the work.

If a property needs $4,000 worth of repairs, you need to reduce the NOI by the return you want
on this money just as you did with the money for the down payment. Remember to pay
yourself first.

Many new investors overlook getting a return on their down payments and fix-up money. If you
want to become a Weekend Millionaire, you need to start thinking like a real numbers person.
Calculate those NOIs and ROIs. The more you do it, the better you will get.

You’re going to need to get a good financial calculator or a computer with a mortgage
calculation program, so if you don’t have one, let me make a recommendation. One of the best
we’ve found is in the Carleton Sheets Real Estate Tool Kit. It contains all the forms, reports,
analyzers, and calculators you will need. You can purchase it on our website at
www.weekendmillionaire.com. Just go to the home page and click on Real Estate Tool Kit.

POTENTIAL OFFERS

Now let’s look at some potential offers you might make using The Weekend Millionaire method.

Offer #1: We’re going to formulate this offer using conventional bank financing. We’ll start
with the premise that a bank will probably want you to make a down payment of at least 20%
of the purchase price, and they will finance the balance. This is if your credit’s good and you
have the income to support it. Let’s assume that the bank’s interest rate is 8% and you want to
earn a 10% return on your down payment. Under these circumstances, your offer might look
something like this. You offer a purchase price of $80,500, contingent upon getting a bank loan
for $64,500 at a rate not to exceed 8% for 15 years. 

Here’s how we arrived at this purchase price. We started with an estimated down payment of
$16,000. A 10% annual return on this money would be $133.33 a month. We then calculated the
amount of money we could borrow at 8% and pay back in 15 years with the remaining NOI of
$616.67. We found that we could borrow $64,500 and the payment would be $616.40 per
month. Close enough! The total required for this deal is $749.73 a month. Right on the amount
of NOI the property produces.

Offer #2: This offer involves the seller carrying back all of the financing. If you want to pay
for the property in 15 years, you could simply offer to pay the seller $750 per month for 15
years with no interest. This would result in a purchase price of $135,000. The monthly cash
required is $750. Also right on the amount of NOI the property produces.

Both of these offers require you to pay $750 per month for 15 years. But are they realistic?
Offer #1 requires a substantial amount of cash and good credit, which you may not have. Plus,
it’s also $9,500 below the seller’s asking price. Offer # 2, which appears to be $45,000 more than
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the asking price, may be impossible for the sellers to accept, even if they want to, because they
may not own the property free and clear. Even if they did, they would probably still be reluctant
to turn their property over to you without a substantial down payment or additional security.
These are here to illustrate the wide range of “prices” that you could offer without getting out of
the wholesale value range.

Remember, the value of real estate is derived from a combination of price and terms. These two
offers, which range from $80,500 to $135,000 in price, and from 8% to 0% in interest, yield
virtually the same value for the long-term investor. If you purchase properties using the net
operating income, it makes little difference whether the payment is all principal or part
principal and part interest. As long as you pay the same amount each month, for the same
number of months, the deal is virtually the same. 

From the time we are children, we learn to negotiate price. There is virtually no training on
negotiating terms. This makes most sellers so bottom-line oriented that when someone
mentions negotiating a purchase, the first thing they think about is the price. This fixation on
price can work in your favor when you are negotiating real estate purchases. 

Going back to our 114 Elm Street example, you could offer almost anything from $135,000
down. At any price below this amount, there is some interest rate at which you could pay off
the note in 15 years with $750 monthly payments.

With this wide range of prices at your disposal and knowing that the seller’s asking price is
$90,000, what do you do? That’s a good question. Let’s suppose that two offers are presented at
the same time. One is for $60,000 cash from an investor looking for a 15% return on cash, and
the other is a long-term investor offering $135,000 payable $750 per month for 180 months. Do
you think one offer may be more offensive than the other? The vast majority of sellers would be
offended by the $60,000 offer, while the $135,000 offer, although it may be unacceptable, would
invite further discussion.

But who knows! That’s what makes real estate investing fun. Due to their individual
circumstances, one seller might take the $60,000 cash, while the income stream from the
$135,000 offer may be more attractive to another. Between these extremes are hundreds of
combinations of price, terms, and financing sources that allow you to structure purchase offers
that meet a wide range of seller needs. 

Other Offers

Offer #3: Seller Carries Back a Second Mortgage

You may offer the sellers $96,111, with $54,000 cash at closing, and ask them to take back a
second mortgage for $42,111 payable in 180 direct principal reduction payments of $233.95 per
month. Since you will need the cash to give the sellers, your offer will also need to contain a
clause making it conditional upon your obtaining a $54,000 loan at a rate not to exceed 8%
interest for 15 years. The monthly payment on this loan will be $515.05, which, coupled with
the $233.95 payment to the sellers, just happens to total $750, or exactly the amount of the NOI.

Offer #4: Blended Rate

Here you will use a blended rate offer that still falls within the criteria of letting you buy with
the NOI. In this tender, you will offer the sellers $30,000 cash at closing and ask them to carry a
second mortgage for $60,000 at 4.64% interest for 15 years. Once again, you will need to make
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the offer contingent upon obtaining a $30,000 loan at 8% interest or less for 15 years. This offer
gives the sellers their full asking price of $90,000 and is structured as follows:

Monthly payment for $30,000 third-party loan at 8% for 15 years = $286.70

Monthly payment for $60,000 seller loan at 4.64% for 15 years = $463.30

Monthly cash required for this deal = $750.00.

In this offer you will be paying 8% for part of the money and 4.64% for the other part of the
money. This produces a blended rate of 5.8%, which is the same as financing the entire $90,000
loan at this rate.

If you’re fortunate enough to have excellent credit and excess cash to invest, you definitely have
more options. However, if your credit isn’t the best and you don’t have a big stash of cash,
there’s no excuse to stay broke for the rest of your life. No matter how dire your circumstances,
there are always people who own real estate that need to sell just as much as you want to buy.
Having limited options just makes them a little harder to find. That’s why you need to have
patience.

E x e rcise: Get Offer Form s

Get copies of a real estate “Offer to Purchase and Contract” form. You can get these from a local
real estate office and some office supply stores carry them, but the best one we’ve found for
investors is in the Carleton Sheets Real Estate Tool Kit mentioned earlier. (You can get it on our
website at www.weekendmillionaire.com.)

SESSION 9: MIDDLE NEGOTIATING GAMBITS
As the negotiation progresses, other factors come into play.

These are the Middle Negotiating Gambits — techniques that you should use to keep the
momentum going toward a win-win conclusion with the sellers. 

THE HIGHER AUTHORITY GAMBIT

You might think that when you’re buying property, you would want to have the authority to
make a decision. You would think that you would have more power if you were able to say to
the sellers, “I have the authority to make a deal with you.” 

Power negotiators know that you put yourself in a weakened negotiating position when you do
that. You should always have a higher authority with whom you have to check before you
can change your proposal or make a decision. If you present yourself to the sellers as the
final decision maker, you put yourself at a bargaining disadvantage. You have to put your ego
on the back burner to do this, but you’ll find it very effective. 

The Higher Authority Gambit works best when the higher authority is a vague entity like
business partners. Don’t make it an individual. If you tell the sellers that your partner would
have to approve it, what’s the first thought that they are going to have? Right! “Then why are we
wasting our time talking with you? If your partner’s the only one who can make a decision, let’s
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get him down here.” However, when your higher authority is a vague entity, they appear to be
unapproachable. The use of Higher Authority is a way of putting pressure on people without
confrontation. 

Higher Authority is also an exceptionally effective way of pressuring sellers to give you a better
deal, without confrontation. Just look at the advantages:

You can say: “My partners wouldn’t consider an offer that high.”

It sets them up for use of the Vise Gambit: “You’ll have to do better than that if you want my
partners to consider it.”

You can make suggestions to sellers without making a specific offer, “If you can come down
another 10%, I’d be willing to recommend it to my partners.”

It sets you up to use the Good Guy/Bad Guy Gambit — an Ending Negotiating Gambit that the
program teaches you in Session 11. You say, “Drop your price by $2,000 and I’ll take it to my
partners and see what I can do for you with them.”

E x e rcise: Appeal to a Higher Authority

You have been asked to bake three dozen cookies for your child’s school. You’re in the middle of
a big project at work and don’t really want to do it. Use the Higher Authority Gambit to
negotiate this:

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________

COUNTERING THE HIGHER AUTHORITY GAMBIT

You can see how using Higher Authority enables you to put pressure on sellers without
confrontation, but what happens when the sellers use the Higher Authority Gambit on you? You
write up an offer on a property and the sellers say, “Let me take it, my partners and see what
they say,” or, “I’ll talk to my CPA about it.” What do you do then?

The best approach is to remove the sellers’ resort to higher authority before the negotiations
even start. If you can, get them to admit that they can make a decision if the proposal is
reasonable. 

Because they know that if they don’t remove the resort to higher authority upfront, then there’s
a danger that under the pressure of asking for a decision, you will invent a higher authority to
use as a delaying tactic.

Here’s how you remove the sellers’ ability to use Higher Authority on you. Before you present
your proposal to the sellers, before you even get it out of your briefcase, you should casually
say, “I don’t mean to put any pressure on you (which prepares the sellers for the pressure that
you’re about to put on them), but my partners are looking at another property. I think they
prefer yours, but if I can’t reach agreement with you, we don’t want to lose that other
opportunity.” 
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Why are you saying this? You’re letting the seller know that you have other options, which gives
you power in the negotiation. “Let me be sure I understand. If this proposal meets all of your
needs (that’s as broad as any statement can be, isn’t it?), is there any reason why you wouldn’t
give us a decision today?”

This is a harmless thing for the sellers to agree to because they think, “If the offer doesn’t meet
all of my needs, no problem, there’s loads of wiggle room there.” But look at what you’ve
accomplished if you can get them to laugh and say, “Well, sure if it meets all of my needs, I’ll
give you a decision right now.” 

Look at what you’ve accomplished! First, you’ve eliminated their right to tell you that they want
to think it over. If they do, you can say, “Well, let me go over it one more time. There must be
something that I didn’t cover clearly enough because you told me that you were ready to make a
decision today.”

Second, you’ve eliminated their right to refer it to a higher authority. You’ve canceled their
power to say, “I want my CPA to look at the offer,” or, “I want my brother-in-law to approve it.” 

If you’re unable to remove their resort to higher authority, then what can you do? There will be
times when you’ll say, “If this offer meets all of your needs are there any reasons why you
wouldn’t give me a decision today?” and the sellers may reply with something like, “I’m sorry,
but there are tax implications here and I need to talk to my CPA before I decide. I’ll have to
refer it to him for a final decision.” Or, “I have an uncle that owns an interest in the property, so
I have to get his approval.”

Following are three steps that you should take when you’re not able to remove the sellers’ resort
to higher authority.

One: Appeal to the sellers’ ego.

Two: Get the sellers’ commitment that they’ll take it to the higher authority with a positive
recommendation.

Three: Use the “subject to” close.

APPEAL TO THE SELLERS’ EGO

With a big grin on your face, you say, “But your uncle always follows your recommendations,
doesn’t he?” With some personality styles, this appeal to the ego is enough. They’ll say, “Well, I
guess you’re right. It’s just a formality.” 

POSITIVE RECOMMENDAT I O N

But, what if they come back with, “Yes, he usually goes along with my recommendations, but
we can’t give you a decision until we’ve taken it to him.” Then you move to step two, which is to
get the sellers’ commitment that he’ll take it to the higher authority with a positive
recommendation. You say, “But you will recommend it to him — won’t you?” Hopefully, you’ll
get a response such as, “Yes, it looks good to me; I’ll go to bat for you with him.” Getting the
sellers’ commitment that they are going to recommend it to the higher authority is very
important. At this point they may reveal there really isn’t a higher authority. They actually have
the authority to make a decision and saying that they had to check with someone else was just a
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negotiating gambit that they were using on you.

So there are only two things that can happen now, either the sellers will say, “Yes, I will
recommend it,” or they’ll say, “No I won’t.” And either way you’ve won.

“SUBJECT TO” CLOSE

The “subject to” close, in this instance, would be, “Look, I told you about this other property
that my partners are considering. They don’t want to lose that opportunity, so let me suggest
this. Let’s just write up the offer ‘subject to’ the right of your CPA to reject the offer within a 24-
hour period for any tax reason,” or, “Let’s just write up the offer ‘subject to’ the right of your
attorney to reject it within a 24-hour period for any legal reason.” Notice that you’re not saying
subject to their acceptance. That’s too broad. You’re saying subject to their right to decline it
for a specific reason. 

THE SPLITTING THE DIFFERENCE GAMBIT

Now let’s talk about splitting the difference. It’s a tempting thing to do because in this country,
we have a tremendous sense of fair play. This sense of fair play dictates that if both sides give
equally, then it should be fair.

With that misconception out of the way, the program points out that Power Negotiators know
that Splitting the Difference does not mean splitting it down the middle. If you split the
difference twice, the split becomes a 75/25 split; furthermore, it is often possible to get sellers to
split the difference two, three, or more times. 

Here’s how the Splitting the Difference Gambit works. The first thing to remember is that you
should never offer to split the difference yourself but always encourage the seller’s to offer to
split the difference. 

Let’s say that you’re trying to buy a single-family residence. The sellers were asking $92,000, but
when you used the Vise Gambit, they quickly offered to take $89,000 if they could get a quick
sale. You ran the NOI (Net Operating Income) and found that you could make the property
work if you could buy it for $86,000. You bracketed your objective and offered the sellers
$83,000 but implied flexibility to encourage them to negotiate with you. Since then, the sellers
have come down to $87,000 and you’ve raised your offer to $85,000. You’re only $2,000 apart,
and your target price of $86,000 is in the middle. Getting the seller to agree to split the
difference should be easy.

Instead of you offering to split the difference, here’s what you should do. You should say, “Well,
I guess this is just not going to fly. It seems like such a shame though, when we’ve both spent so
much time trying to put this together and now it looks like it’s all going to collapse, when we’re
just $2,000 apart.” 

If you keep stressing the time that you’ve both spent trying to reach agreement and the small
amount that you’re apart on the price, eventually the sellers will say, “Look, why don’t we just
split the difference.”

You act a little dumb and say, “Let’s see, splitting the difference, what would that mean? I’m at
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$85,000 and you’re at $87,000. What you’re telling me is you’d come down to $86,000, is that
what I’m hearing you say?” 

“Well, yes,” they respond. “If you’ll come up to $86,000, then I’ll settle for that.” At this point,
you say, “$86,000 sounds a lot better than $87,000. Tell you what, let me talk to my partners 
[or whatever other higher authority you’ve set up] and see how they feel about it. I’ll tell them
you came down to $86,000, and I’ll see if I can put it together now. I’ll get back to you this
afternoon.” 

That afternoon you get back to the sellers and say, “Wow, are my partners tough to deal with
right now. I felt sure that I could get them to go along with $86,000, but I spent two hours going
over the figures again, and they insist that we’ll lose money if we go a penny above $85,000. But
my goodness, we’re only $1,000 apart now. Surely, we’re not going to let it all fall apart when
we’re only $1,000 apart?” 

If you keep that up long enough, eventually they may offer to split the difference again. If they
do, you have made an extra $500; however, even if they won’t budge and you end up paying the
$86,000 that you would have done if you had offered to split the difference, something very
significant happened. The significant thing that happened was that they feel that they won
because they proposed splitting the difference at $86,000. You reluctantly agreed to their
proposal. If you’d have offered to split the difference, then you’ve put the $86,000 offer out there
and you’re trying to get them to agree to your proposal. 

That may seem like a very subtle difference to you,
but it’s significant in terms of who felt they won
and who felt they lost. Remember that the essence
of Power Negotiating is to leave the other side
thinking that they won.

THE HOT POTATO GAMBIT

The next pressure point is the Hot Potato. That’s when somebody wants to give you his or her
problem and make it your problem. It’s like tossing you a hot potato at a barbecue. 

What Hot Potatoes might you be tossed?

Sellers might tell you: “Your offer wouldn’t net us enough to pay off the mortgage.” Whose
problem is it that they overencumbered the property? It’s their problem, right? Not yours. But
they’d like to toss it to you and make it yours.

Here’s how to respond to the Hot Potato: Test it for validity right away. You have to find out
right away whether it really is a deal killer that they’ve tossed you. Or is it simply something
they threw onto the negotiating table to judge your response?

You might say, “Could we solve that problem by your signing a note for the shortfall?” You’d be
surprised how some sellers will say, “That would work fine!” And immediately you know that
the problem they tried to give you is not the deal killer that it appeared to be upfront.
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You might say, “Perhaps we could get the bank to make a short sale.” The sellers might say,
“We’d go along with that.”

You must jump on it right away. Later is too late. If you don’t challenge them right away, they
quickly believe that now it’s your problem, and then it’s too late to test it for validity.

E x e rcise: Practice the Hot Potato

You and your brother-in-law have planned a trip to an amusement park. The day before the
outing, your brother-in-law calls you and says, “I’m afraid I can’t go. I don’t get paid until next
week, and I don’t have the cash to pay for admission.” Use the Hot Potato Gambit to deflect
this:

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________

THE TRADE-OFF GAMBIT

Anytime the sellers ask you for a concession in the negotiations, you should automatically ask
for something in return. The first time you use this gambit, you’ll get back the money you
invested in this program many times over. From then on, using it will earn you thousands of
dollars every year. Let’s look at a couple of ways of using the Trade-Off Gambit:

Let’s say that you’ve contracted to buy a house. The sellers ask if they can leave some of their
furniture in the garage for three days after closing, until they can borrow their brother-in-law’s
pickup to move it. That’s not a big problem, but the program teaches you to remember this rule,
“However small the concession they want, always ask for something in return.” Say to them,
“Let me check with my partners (vague higher authority) and see how they feel about that, but
let me ask you this, “If we would be willing to do that for you, what will you do for us?”

One of three things is going to happen when you ask for something in return: 

1. You might just get something. The sellers may be willing to clean the windows, put the
storm windows on, or pass out your business cards at their social club. 

2. You elevate the value of the concession. When you’re negotiating, why give anything
away? Always make a big deal out of it. You may need it later. You may have trouble getting
your financing completed on time and you need to delay the closing for a few days. Now you’re
able to say, “We went along with you when you wanted to leave your furniture in the garage. I
need you to go along with me on this.” When you elevate the value of a concession, you set it up
to use as a trade-off later if necessary.

3. It stops the grinding-away process. This is the key reason why you should always use the
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Trade-Off Gambit. If they know that every time they ask for something, you’re going to ask for
something in return, then it stops them constantly coming back for more. They should have
known upfront that when they asked for that first small concession, you will ask for something
in return. “If I can do that for you, what can you do for me?”

Please use these Gambits word for word. If you change even one word, it can dramatically
change the effect. If, for example, you changed, “If I can do that for you, what can you do for
me?” to “If I do that for you, I expect you to do this for me,” it becomes confrontational. You
will weaken your position if you become confrontational at a very sensitive point in the
negotiations — when the other side is under pressure and needs a favor. In fact, you could even
cause the negotiation to blow up in your face.

SESSION 10: NO MONEY DOWN!
This session focuses on what should be included in an offer and explores some ways to make
no-money-down offers.

In this session, you’re going to practice filling out copies of the contract form with a variety of
purchase offers. These forms may vary slightly from state to state, but there are certain items
that should be addressed in all of them.

• Buyer and Seller Information. In these blanks, you’ll need to enter the full legal name of the
buyer and the name in which the property is currently titled.

• Property Description. In this section, you list both the street address and legal description of
the property if you have them. If you don’t have the full legal description, you can substitute a
Property Identification, or PIN number, the lot number from a recorded plat, or the book and
page number where the deed is recorded in the county registry. What you want is a good
reference to where the full legal description can be located.

• Purchase Price. This is the total price you’re offering for the property.

• Payment of Purchase Price. This is where you’ll specify the way in which you propose to pay
the Purchase Price. You’ll show the amount of deposit you’re making with the offer, the
amount of cash you’ll pay at closing, any existing financing you propose to assume, any new
financing you propose to acquire or have the seller provide, and any other consideration you’ll
be giving.

• Condition of Property. Here you’ll record the condition the property must be in for you to
purchase it. This can be a statement as simple as, “As inspected on such and such a date,” or
as detailed as you feel is necessary to describe repairs you want the sellers to make prior to
closing.

• Closing Date. Enter the date on which you propose to close the transaction.

• Occupancy. Enter the date the sellers are to deliver occupancy of the property. In most offers,
this section will read “at closing”; however, if the property is a rental, you’ll want to identify
the tenants and request copies of any leases. You’ll also want to give yourself the right to
withdraw from the contract if the lease or leases contain provisions not acceptable to you.
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• Deed and Warranties. Here you’ll specify the type of deed with which you expect the sellers
to transfer the property. Most property transfers are made with General Warranty Deeds. If
another type of deed is to be used, you’ll want to include the warranties you expect the sellers
to make concerning the title. This list can also include exceptions, such as easements of
record, liens for taxes not yet due, zoning restrictions, etc.

• Title Review Period. Specify the amount of time, following acceptance of the offer, you’ll
need in order to have the title and exceptions reviewed and the amount of time you’ll allow
the sellers to cure any defects found during this examination.

• Closing Costs. There are many items to be addressed in this section, and they all cost money.
Here’s a list of some of the more common ones. 

Revenue stamps 

Title examination

Title insurance

Survey

Appraisal fee

Real estate commission

Home inspection 

Termite inspection 

Lead paint inspection 

Recording fees 

Mortgage satisfaction fees 

Mortgage discount points

Photographs

Repairs

Attorney’s fees 

Other miscellaneous fees and charges

Determining who pays for these costs gives you excellent negotiating opportunities. If you
initially ask the seller to pay for everything, it gives you items you can trade off for other
concessions that may be more important. It also sets the stage for a win-win negotiation in
which the sellers feel that they won also. Of course, the final draft will address who pays for
which charges.

• Prorated Items. In this section, you’ll list items like rents, utilities, taxes, assessments,
heating oil or gas, prepaid service contracts, homeowners’ dues, prepaid mortgage interest and
any other things that will be prorated between the parties.

• Default Remedies. Here you specify what happens if either party defaults on the contract.
Usually the buyer’s liability is limited to the deposit made at the time of purchase.

• Risk of Loss. In this clause you’ll specify which party suffers the loss in the event the
property is damaged or destroyed prior to closing.
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• Miscellaneous. This clause encompasses a number of items usually referred to as “boiler-
plate” items, but that doesn’t mean they aren’t important. They typically include things like
governing law, binding effect, survival, notices, etc.

• Termination Clause. This is where the buyer gives the sellers a specific amount of time to
accept the offer or it’s automatically canceled.

• Signature Block. This is the last section following all terms and conditions contained in the
offer. This is where the parties sign the agreement. When signed by all parties it becomes a
binding contract. All involved parties should initial any changes made prior to this section.

This list may seem a bit overwhelming in the beginning, but don’t worry, once you start writing
practice offers, you’ll quickly discover that many of these are
consistent from one offer to another, and with practice, they
will come easily. It’s the items that vary from offer to offer that
give you the biggest challenges.

Don’t be afraid to ask for anything when presenting an offer.
You never know what sellers will do until you ask. What’s
important is getting a dialogue started, and that’s what written
offers will do.

E x e rcise: Writing Practice Off e r s

Now, let’s use the information we just covered and start writing some practice offers. Get out
your contract form and, if you haven’t done so already, make several copies of it. Pick out a
sample property; you can use the 114 Elm Street example from Session 8 if you want, and fill
out at least 10 different offers for the property, using the same NOI for your calculations. 

After you’ve completed this assignment, find a real estate broker or attorney friend who will go
over them with you. Don’t get into the merits of the offers; just ask them to make sure you filled
out the contracts correctly. Remember, this is just for practice. Continue this exercise until you
feel comfortable writing offers and fully understand how they work. 

Each time you make an offer, you’ll learn from the experience and get better. If it takes 20, 30,
40 or more offers before you buy your first property, chances are it’ll be a good one, one that
will give you an income for as long as you own it. Just don’t get impatient and buy properties
that fall outside the range of values you establish for yourself.

Think of it like a game. When you start to view making offers as a game, it becomes fun. When
an offer is turned down, and most will be, don’t panic. Just remember, unless you can buy the
property the way you want to buy, don’t buy. You’re the one who will have to pay for the
property for years to come, not the seller or the real estate broker. Every purchase should work
for you, not the other way around.

NO MONEY DOWN

In almost every book or audio or video program on real estate investing, there is a section on
how to buy property with “no money down.” This technique is included because it’s the most
profitable way to invest in real estate. When you can acquire a property without having to use
any of your own money, any income you receive from it gives you a rate of return so high you
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can’t measure it. That’s why the no-money-down technique is so popular. No-money-down
transactions are not just for investors who don’t have any cash. Because they take ultimate
advantage of the principle of leverage, even investors with plenty of cash should consider them.

But you need to be very cautious when you consider property you can buy without a down
payment. Many properties that you can buy for no money down are ones you can’t afford to
own once you buy them. Often, the condition or problem that creates a no-money-down seller,
transfers with the property and leaves the new owner taking on the same problems that
defeated the old one. 

This session doesn’t just cover no-money-down deals but covers nothing-down deals that work.
There are lots of ways to buy property with no money down. But if you’re committed to
becoming a long-term investor whose goal is to build a substantial stream of passive income,
there are only a few that actually work.

Many no-money-down deals depend on your ability to flip the property to another buyer
quickly before the cash flow requirements of ownership kick in. These deals are speculations,
not investments. If new buyers can’t be located fast, these alligators can deplete your cash
reserves and make you a prime candidate to offer someone else a no-money-down deal.

Weekend Millionaires learn that there are four criteria, at least one of which must be present
for a no-money-down deal to work.

Either, you must get enough cash at closing to cover any negative cash flow while you get the
property in condition to support itself, or 

You must, get an immediate income stream from the property that will cover cash flow
requirements from the time you acquire it, or

You must, defer the payments until you can get the property rented, or

You must, have enough cash reserves to support the property until you can get it rented. 

Without at least one of these conditions and preferably two or more of them, you should pass
on the deal, because you won’t be able to meet the cash flow requirements of ownership.

Let’s look at the kinds of no-money-down deals that you as a beginning investor may encounter.
The second of the four criteria identified above, which is an existing income stream sufficient to
cover cash flow requirements, is easiest to find in single-family homes. Even though they may
be vacant when you put them under contract, single-family homes usually rent quickly. Often,
you can find a renter prior to closing the purchase. 

We used to be able to assume the underlying mortgage on a property; today it’s just the
opposite. Now, we look for properties with large equities or no mortgage at all. The greater the
sellers’ equity, the more options that are available. Sellers with no mortgage on their properties
have many options, including taking back a mortgage for the full sales price. There are many
reasons why sellers might want to do this. They may be past retirement age and more interested
in converting their equity into an income stream instead of selling for cash and having to pay
taxes. A house might be an inheritance. The person inheriting it may prefer to convert it to an
income stream in the form of note payments rather than trying to rent it, or it may be a
property that could be lease-optioned. You could lease the property for a period with a portion
of the lease going toward a down payment and get a loan at a later date.
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These are just a few of the ways you can make no-money-down deals with sellers who own their
properties outright. If they need some cash, or have a small mortgage that needs to be paid, you
can still make a no-money-down deal even if you have to bring in a third-party investor. When
the program talks about no-money-down deals, it means none of your money. You use OPM —
Other People’s Money. If the seller’s need some cash, you can get a small first mortgage from a
private investor and let the seller’s finance the balance. You can use this technique to get
operating funds as well. With single-family homes, it’s not as hard to find private funds and you
don’t need to worry as much about getting cash at closing because they are so much easier to
rent. 

The important thing to remember when making no-money-down purchases is to treat them
like any other purchase. Make sure you structure the deal so the NOI will cover the payments.
This will probably prevent you from financing a large portion of the purchase at market interest
rates. You want to limit your third-party debt and let the sellers carry as much of the financing
as possible. They’re the ones easiest to negotiate with to get low- or no-interest loans. Just be
sure you don’t get into a negative cash flow position in order to make a no-money-down deal.

Once you get one or more properties free and clear, another more conventional way to make no-
money-down deals becomes available. You can borrow against a free-and-clear property and get
the money to pay cash for a new purchase; then it becomes a free-and-clear property. This not
only gives you a way to make no-money-down deals, but also allows you to negotiate from the
strongest of all positions . . . CASH. 

As you start finding wholesale opportunities, here’s what having just one $100,000 free-and-
clear property can do for you. With this source of cash, you can start making offers of $60,000
to $80,000 cash, with quick closings, for other properties that appraise for $100,000. When you
find sellers whose circumstances result in your offer being accepted, you borrow against your
existing property to buy the new one and still have a $100,000 free-and-clear property you can
use to make another such deal. 

Banks will loan up to 95% of appraised value on property you already own, but they won’t loan
you 80% of the appraisal to buy the same property if that’s all you’re paying. When you own
properties free and clear, you can repeat this process over and over. As you acquire additional
properties, the equity you gain from these wholesale purchases solidifies your financial position
and builds your net worth.

Another source of funding you can use to make no-
money-down deals is your own home. If you’re
fortunate enough to have a large equity in your home
and good credit, you can obtain a home equity line of
credit. You can use this line of credit to purchase a new
investment property, and then after you close on it and
get it rented, you can obtain a mortgage on it and use
those funds to repay your line of credit. In the end, you
have a no-money-down deal, and, since you pay only
interest on home equity lines of credit, you’ll have the

advantage of interest-only financing while you get the property rented.
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SESSION 11: ENDING NEGOTIATING GAMBITS
As you get closer to the end of your negotiations with the sellers, other factors come into play.
Now it’s time to look at some Ending Negotiating Gambits. The purpose of these is to bring the
negotiation to a conclusion without conflict. 

THE GOOD GUY/BAD GUY GAMBIT

The first gambit the program examines is a perfect example. It is called Good Guy/Bad Guy, and
it’s a very effective way of putting pressure on people without confrontation.

How would the Good Guy/Bad Guy Gambit work in buying real estate? You’ve made an
appointment to meet with a seller to discuss a purchase. When you get there, you find that the
seller has his brother-in-law with him, who evidently has a small financial interest in the
property. The brother-in-law has clearly convinced the seller that he’s an expert in real estate.
You present your offer and everything seems to be going along fine until the brother-in-law
starts getting irritated. Suddenly he stands up and says, “This person isn’t interested in making
you a serious offer. I don’t have time for this,” and storms out of the house. 

This really upsets you if you’re not used to negotiating. Then the seller says, “Sometimes he gets
that way and he’s hard to deal with, but I’d really like to see us put this together if I can. If you
can come up a little on your price, I think I can still make it work. Tell you what, why don’t you
let me see what I can do for you with my brother-in-law?” Unless you realize what the seller is
doing to you, you’ll hear yourself saying, “What do you think you could get him to go along
with?” And soon you’ll have the seller negotiating for you — and he’s not even on your side!

What’s the countergambit to Good Guy/Bad Guy? Just identify the tactic. It’s such a well-known
tactic that when you say, “Oh come on, you’re going to use Good Guy/Bad Guy on me, are you?”
Usually they’ll get embarrassed that they get caught and back off. You can also respond by
creating a Bad Guy of your own. Tell them that you’d love to do what they want, but you have
partners involved in the purchase who insist that you stay within the parameters of their
investment program. A Bad Guy who is not in the negotiation can beat one who is every time!

Sometimes just letting the Bad Guy talk resolves the problem, especially if he’s being obnoxious.
If the husband is ranting and raving about your low offer, sooner or later his wife will get tired
of hearing it and tell him to knock it off.

Or you can counter Good Guy/Bad Guy by saying to the Good Guy, “Look, I understand your
strategy here. From now on anything that he says, I’m going to attribute to you also.” Now you
have two Bad Guys to deal with, so it defuses the Gambit. Sometimes just identifying them both
in your own mind as Bad Guys will handle it, without you, having to come out and accuse
them.

If the seller shows up with an attorney who is clearly there to play Bad Guy, jump right in and
forestall their role. Say to the attorney, “I’m sure you’re here to play Bad Guy role, but let’s not
take that approach. I’m as eager to find a solution to this situation as you are, so why don’t we
all take a win-win approach. Fair enough?” 

You can use this gambit yourself by creating a Bad Guy who is stopping you from going along
with the seller’s requests. It works because, in a tense negotiation, the seller is drawn to the
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Good Guy. When you create a Bad Guy in the seller’s mind, it draws the seller to you. You’re the
one who wants to make the deal. You’re the one who wants to solve the seller’s problems. Who
would your Bad Guys be? You’ve got several choices…

• The lender, who won’t make a loan at the seller’s price.

• A spouse, who thinks you’re spending too much time investing in real estate.

• Your partners, who think you’d be paying too much.

• Your property manager, who is telling you it won’t rent for that much or the repairs will cost
more than you think.

E x e rcise: Practice the Good Guy/Bad Guy Gambit

You own a single-family home and your renter has moved out. The property manager calls you
and tells you that the new tenant wants a more expensive carpet than he usually installs in your
properties and that the renter is requesting an unusual color. Use the Good Guy/Bad Guy
Gambit to negotiate this situation:

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________

THE NIBBLE GAMBIT

The Nibble Gambit tells you that you can get things toward the end of the negotiation that you
can’t get earlier. Initially, for example, the sellers may be adamant that they will not carry back
any financing. Later on, when they know you better and trust you more, they may well change
their mind.

What’s happening here is that a person’s mind will always work to reinforce decisions that
they made earlier. Our minds do a flip-flop before we make a decision. We fight the decision
up until we make it. Then we want to do things to reinforce that decision. Power Negotiators
know how this works and use it to get the sellers to agree to something that they wouldn’t have
agreed to earlier in the negotiation. So one rule for negotiators is that you don’t necessarily ask
the seller for everything upfront. You wait for a moment of agreement in the negotiations and
then go back and Nibble for a little extra.

E x e rcise: Ask for a Nibble

You want to spend Sunday playing golf with your buddies and then catch the basketball game
on television at the clubhouse afterward. You’ve gotten your wife to agree to the golf. Use the
Nibble Gambit to negotiate the basketball game.

__________________________________________________________________________________________
__________________________________________________________________________________________
__________________________________________________________________________________________
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COUNTERING THE NIBBLE

What about countering the Nibble when the sellers do it to you? The counter gambit to the
Nibble is to make the other person or people feel — cheap. You have to be very gentle in the
way you do this because obviously you’re at a sensitive point in the negotiation. Be sure that
you do it with a big grin on your face, so that they don’t take it too seriously.

E x e rcise: Countering the Nibble

You’ve agreed to let your husband play golf this Sunday afternoon, and now he’s asking to
watch the basketball game at the clubhouse afterward. Counter his “Nibble”:

__________________________________________________________________________________________
__________________________________________________________________________________________
__________________________________________________________________________________________

THE POSITIONING FOR EASY ACCEPTANCE GAMBIT

The Positioning for Easy Acceptance Gambit is another very important technique, particularly if
you’re dealing with sellers who have studied negotiating. If sellers are proud of their ability to
negotiate, you can get ridiculously close to an agreement and then have the entire negotiation
still fall apart on you. When it does, it’s probably not the price or terms of the offer that caused
the problem. It’s the ego of the sellers as negotiators.

When this happens, you must find a way to make the sellers feel good about giving in to you.
You must Position for Easy Acceptance. The best way to do this is to make a small concession
just at the last moment. The size of the concession can be ridiculously small, and you can still
make it work because it’s not the size of the concession that’s critical, it’s the timing.

Positioning for Easy Acceptance is another reason why you should never go in with your best
offer upfront. If you’ve offered all of your concessions already, before you get to the end of the
negotiation, you won’t have anything left with which to position the other side for acceptance.

Remember it’s the timing that counts, not the size of the concession. The concession can
be ridiculously small and still be effective. Using this Gambit, Power Negotiators can make the
other person feel good about giving in to them. 

E x e rcise: Position for Easy Acceptance

In a previous exercise, your tenant wanted expensive new carpet in an unusual color. What
concession can you make that will make it easy to accept your offer of standard carpet?

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________
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YOU’RE NEGOTIATING ALL THE TIME

The fact is, you’re negotiating all the time, not just when you’re with sellers. Here are just some
of the people with whom you’ll do business and will attempt to negotiate better deals:

Property managers. You’ll negotiate management contracts with them and also teach them
how to be better negotiators. This will benefit you when they are negotiating with tenants and
when they hire people to work on your properties. 

Tenants. You’ll occasionally have to get involved in negotiating with your tenants if issues arise
that your property managers can’t handle.

Maintenance workers. You’ll negotiate fees, charges, and response times with them that will
save you money on your maintenance work and improve your relations with your tenants.

Tradespeople. You’ll deal with roofers, carpenters, plumbers, electricians, landscapers, and the
other essential trades people you need to build, refurbish and repair your properties.

Real estate agents and broker. You’ll negotiate commissions and finders’ fees with them as
well as the method in which you’ll pay these.

Attorneys. You’ll need to negotiate legal fees, closing dates, and other services with them.

F U N D A M E N TAL NEGOTIATING PRINCIPLES

Unlike the Gambits that are used as the need arises, these principles are always at work for you
and will help you smoothly get what you want.

1) Act Dumb: To Power Negotiators, smart is dumb and dumb is smart. When you are
negotiating, you’re better off acting as if you know less than the seller does, not more. 

The reason for acting dumb is that it defuses the competitive spirit of the other side. How can
you fight with someone who is asking you to help them negotiate with you? How can you carry
on any type of competitive banter with a person who says, “I don’t know; what do you think?”
Most people, when faced with this situation, feel sorry for the other person and go out of their
way to help him or her.

As a real estate investor you’ll find that sellers will be much easier to work with if you set your
ego aside and act a little dumb.
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The sooner you get in the habit of trying to negotiate better deals on
everything you do, the sooner you'll see substantial increases in your income.



E x e rcise: Act Dumb

You’re in negotiations to buy a three-bedroom, two-bath home in a nice tract. This is a good
investment for you, and the NOI is reasonable. The seller says, “This property abuts another one
that has a much higher property value.”  How can you “act dumb” in this situation?

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________

Win-win negotiating depends on the willingness of each side to be truly empathetic to the other
side’s position. That’s not going to happen if both sides continue to compete with each other.
Power Negotiators know that acting dumb defuses that competitive spirit and opens the door to
win-win solutions.

2) Write the Contract: In a typical real estate negotiation, you verbally negotiate the details,
then put it into writing later for both parties to review and approve. Chances are that the person
writing the agreement will think of at least a half-dozen things that did not come up during the
verbal negotiations. That person can then write the clarification of that point to his or her
advantage, leaving the other side to negotiate a change in the agreement when asked to sign it.

This applies to brief counterproposals just as much
as it does to agreements that are dozens of pages
long.

3) Keep Your Emotions in Check: When you’re
negotiating concessions, the movement of the goal
across the negotiating table is the only important
thing. It’s the only thing that affects the outcome of

the game, but it’s so easy to get thrown off by what the other people are doing. Here are two
techniques for keeping your emotions in control.

Make Them Come to You

You always have more control when you’re negotiating from your power base than if you go 
to their power base.

Keep Focused on the Big Picture

You should always be thinking, “Where are we now, compared
with where we were an hour ago or yesterday or last week?” 
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D o n ’t let the other side write
the contract because it puts

you at a disadvantage.

I t ’s when you’re
upset and out of
c o n t rol that you

always lose.



SESSION 12: ACQUIRING LARGER PROPERT I E S
As you’ve heard in the previous sessions, beginning investors should start out investing in
single-family homes. There’s a greater selection to choose from, you’re diversifying your
holdings instead of risking everything on one endeavor, and they’re easier to finance and
manage. They also give you better liquidity — because if you need to raise cash, there’s a much
bigger market for single-family homes.

But as your portfolio and experience grow, you’ll probably want to consider some multifamily
properties, like apartment houses, and maybe even some commercial properties, like retail
space, office buildings, or warehouses.

In this session, you’ll get some tips about buying and leasing these types of properties. You’ll see
that there are many differences from investing in single-family homes and they require
knowledge that is much more specialized. 

Apartment houses and commercial properties offer greater opportunities, but they tend to come
with higher risks and more problems, which requires greater knowledge. 

Let’s start by learning how to value apartment buildings. But first, as a note of caution, Stick
with single-family properties until you have the experience to handle larger projects.
Successful Weekend Millionaires use single-family homes to build a solid base of knowledge
and experience before they graduate to the bigger projects.

The first step is determining a net operating income on a building — and you do this in
much the same way we discussed in our session on valuing single-family properties. You
calculate your net rental income after an allowance for vacancies and deducting the expenses 
of management, maintenance, utilities, taxes, insurance, and other expenses. 

If you’re getting information from a real estate agent during this process, beware of anyone who
wants to talk about apartment buildings in terms of a “gross multiplier.” A gross multiplier is a
quick gauge that is not nearly accurate enough for our purpose. We touched on this briefly, way
back in Session 2, but let me refresh your memory. Here’s how it works: You take the gross
annual rents and divide them into the purchase price. Let’s say you have a 16-unit building
where each unit rents for $400 per month. The gross annual rent is 16 units times 12 months
times $400 — for a total annual income of $76,800. If the building were priced at $768,000, it
would have a 10 times gross multiplier. If the gross multiplier were 9 times, the price would be
$691,200. An 11 times multiplier would put an $844,800 price on the building. Got it?

This may have some value if you were comparing properties that are in the same part of town
and have the same operating expenses, but it’s way too vague to be of much value to a Weekend
Millionaire. For one thing, gross multipliers vary widely according to the area of town. In the
most desirable part of town, gross multipliers may be 15 times or more. In the areas of town
where you almost have to collect rents with a gun, a gross multiplier may be only 6 times, and
the building still would not be a good buy. Also, gross multipliers do not take the cost of
managing the building into consideration. That’s a factor that can vary widely and may be
completely different from single-family properties.
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Some states require you to have a resident manager in apartment buildings. Check the rules
for your state — but typically a resident manager may be required when you get over 16 units in
one location. The good news is that you may not have to pay the manager a salary. Offering a
couple a 50% discount on their rent may induce them to take on the job. If not, you may have
to provide a rent-free apartment. You’ll want them to do things like pick up trash around the
buildings, discipline disruptive tenants, collect the rents, and show units to prospective tenants.
You’ll have to treat the lost rent their unit would otherwise generate as a cost of management.

Besides management, there are other costs that are different from single-family homes when
you consider purchasing an apartment building. One of them is utility cost. Tenants in single-
family properties usually pay their own utilities, like water, electricity, gas, and sometimes
sewer. In apartment buildings, owners usually pay all or a portion of these expenses. This can
be a critical issue when you calculate the value of apartment buildings. So one of the first
things to look for when you visit an apartment building are rows of electric and gas meters on
the outside of the building. If they’re there, they indicate that each apartment is metered
separately and the tenants pay for their own utilities. If not, chances are good that the owner is
paying the bill. The same holds true for water unless there are separate water meters. 

These expenses must be factored in when you are evaluating a potential purchase. As you can
imagine, tenants whose landlords pay their utilities are less likely to conserve. Utility costs
could become excessive, and you wouldn’t even be able to identify the culprit. Just food for
thought: Tenants who have to establish an account with the gas and electric providers tend to
be more stable.

Yard maintenance is another area where the costs of an apartment building differ from
single-family homes. This is another expense that is usually handled by the tenant in single-
family properties but is almost always an expense of the landlord in apartment buildings.
Common area maintenance, such as cleaning of hallways, pool maintenance and the care of
other recreation facilities, area lighting, and other such expenses must also be taken into
consideration in establishing an apartment building’s NOI. On average, expenses on apartment
buildings will be 15% to 30% greater than expenses on single-family properties. Unless you
consider these additional expenses, it’s very easy to pay too much and find out after the fact that
you can’t afford to own the property.

To sum up, let’s look at the pluses and minuses of investing in apartment buildings, compared
with single-family houses. 

Plus: One advantage of apartment houses is that the cost of buying or building an apartment
building as a multiplier of the total rents is much less than for single-family residences. If you
have your expenses under control and factored into your purchase price, they could show a
better cash flow.

Apartments also let you acquire tenants much faster. You can buy a 16-unit apartment
building in one transaction. It might take you years to purchase 16 separate houses. Apartment
buildings are a quick way to generate more people sending you those monthly checks and
contributing to your retirement fund.

It’s easier to raise the rent in apartments. Once a year or so, you can raise everybody’s rent
by $20 or $30 a month. In a 16-unit building, raising everyone’s rent by $20 a month puts
another $3,840 a year into your pocket. Raising the rents at 16 different locations is much more
difficult.
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Minus: It’s harder to arrange creative financing, whereas with single-family homes, it’s much
easier to structure no-money-down purchases and find sellers willing to provide financing.

You lose liquidity. In a down market, you may not be able to find an investor looking for a 16-
unit building at any price. With 16 individual houses, you’ll always be able to sell some of them.

You may be putting too many eggs in one basket. Let’s say that you own a 36-unit apartment
building and it represents 75% of your real estate investment portfolio. It’s a Hawaiian motif, a
style that was very popular when it was built but is now out of style. On the other hand, it’s in a
neighborhood that was once chic and upscale but is now declining. Suddenly you find that
three-fourths of your portfolio is shrinking in value, cash flow, and marketability.

Apartment house dwellers tend to be more transient than home dwellers. That’s
particularly true if the apartments are furnished. For that reason it is recommended that you
stay away from furnished apartment buildings entirely. House renters tend to be more stable
than apartment dwellers. They have children in school. They’ve decorated their home, filled
their garage with tools, and made small improvements that they’re reluctant to leave.

COMMERCIAL PROPERT I E S

Once you become known as a real estate investor, you’ll probably be approached about buying
commercial properties as well. These properties — including shopping centers, offices,
industrial buildings, factories, and warehouses — are a unique challenge. Leases on these
properties are very different from residential leases and take on many of the characteristics of
loan documents rather than just simple rental agreements. In fact, lenders often rely on these
documents to collateralize loans. That means that the bank will want a security interest in the
leases as additional collateral for the financing. They expect the leases to be written to a much
higher legal standard than residential rental agreements. 

Commercial lease contracts may contain widely differing provisions that vary from one tenant
to another and from one property to another. Virtually anything agreed upon between the
parties may be included, and residential landlord/tenant laws in most areas don’t apply to these
contracts. Remedies available to a landlord in the event of a default are also much greater.
Because of this difference, commercial properties offer opportunities that residential
properties do not.

With commercial property, you’ll see leases that range from simple month-to-month rentals for
which the landlord pays maintenance, taxes, insurance, utilities, and every other expense to
sophisticated long-term recorded leases for which the tenant pays everything. When the tenant
pays all the expenses, the leases are called triple net leases, meaning that the tenant pays the
three major expenses, maintenance, insurance, and property taxes. In that case, the rent is truly
the net operating income on the investment.

The wide range of leasing options in commercial properties requires you to have greater
knowledge and a better understanding of financing alternatives. Properties with triple net
leases are very attractive to own and require little attention while they’re under lease, but when
they go vacant, it can take months or even years to get them re-rented. In some cases, a building
may even have to be demolished and a new one constructed to make the property marketable
again. This is often because many commercial buildings are built to suit a specific tenant and
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have little or no use for other activities. Unless a commercial building is constructed in such a
manner that it is suitable for many applications, you must be extremely careful not to get
caught with a property that becomes obsolete before it can pay for itself and produce a return
on investment. 

Here are some of the possibilities you may want to consider if you decide to purchase
commercial properties: 

First, if the property is especially generic, if its construction and location will accommodate
multiple applications, it can be valued more like a residential property. You can estimate a
reasonable vacancy factor based on market conditions. You wouldn’t need to budget much
money to make it suitable for the new tenant, and you could lease it on shorter terms with less
stringent conditions. If one tenant moves out, a new one could be found in a reasonable period
of time, much like what happens with residential property. With such a property, you could use
a simple lease or rental agreement rather than the sophisticated commercial lease you would
need if the property were a special-use property or if the tenants wanted you to spend big
money customizing the property for his or her needs. In either case, you could always make 
the tenants responsible for those expenses. That would be part of the negotiation with the 
new tenants.

Second, even if the property is generic in nature, there will probably be situations where
tenants will want you to do some customizing to suit their needs. In cases like that, you’ll want
to assume that their improvements or changes will have no value to you beyond their tenancy.
So, make sure that the cost of an improvement is amortized within the term of the lease and
that you make a profit on the money you invest on these improvements. Calculate the amount
the lease will need to increase for each $1,000 you invest. The figure you set should allow you to
completely pay for the improvements and make a profit on the money you invest over the term
of the lease. Therefore, it’s important to evaluate the creditworthiness of the tenants. Do you
really want to invest your money for their benefit? In effect, you’re making the tenants a loan,
and you need to be sure that you’re getting a good return on your investments. What’s
important is that you not only get your money back, including the interest you have to pay, but
that you make a profit on it as well. 

The following chart shows what the monthly payment would be to pay off a $1,000 loan at
interest rates of 6% and 12% over periods ranging from 3 to 10 years. 

Monthly Payment Amount per $1,000
Y E A R S @ 6 % @ 1 2 % D I F F E R E N C E
3 $ 3 0 . 4 2 $ 3 3 . 2 2 $ 2 . 8 0
4 $ 2 3 . 4 9 $ 2 6 . 3 4 $ 2 . 8 5
5 $ 1 9 . 3 3 $ 2 2 . 2 5 $ 2 . 9 2
6 $ 1 6 . 5 7 $ 1 9 . 5 6 $ 2 . 9 9
7 $ 1 4 . 6 1 $ 1 7 . 6 6 $ 3 . 0 5
8 $ 1 3 . 1 4 $ 1 6 . 2 6 $ 3 . 1 2
9 $ 1 2 . 0 1 $ 1 5 . 1 9 $ 3 . 1 8
1 0 $ 1 1 . 1 0 $ 1 4 . 3 5 $ 3 . 2 5
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The column at the right shows the monthly difference between these payment amounts. If you
could borrow money at 6% and increase the monthly amount of your lease by the amount in
the 12% column, you could make a 6% spread on the money you invest in addition to having it
paid back during the lease term. Use a financial calculator to compute the payment amount for
each $1,000 at whatever rates and whatever spread you want to use. When determining the
spread you’ll use, consider the creditworthiness of the tenant. The stronger a tenant’s credit, the
less risk you’ll be taking, therefore the less spread you may be able to get. The rate you charge
the tenant is negotiable, but the spread you establish should give you a profit on the money you
invest and take into consideration the credit risk you’ll be taking. 

Third, leasing commercial property that the tenant wants customized offers some unique
opportunities. A lease negotiated under these circumstances does not have to be limited to a
fixed lease amount. It can contain a flexible “Adjustment Rental” clause that increases the
monthly rental amount in accordance with the amount you invest in tenant-specific
improvements.

Using the chart above, an “Adjustment Rental” clause for a five-year lease under which the
tenant wants improvements that will cost between $20,000 and $30,000 may read like this,
“Lessor agrees to make tenant-directed improvements in an amount not to exceed $30,000.
When such improvements are made, the Lessee agrees to pay, in addition to the ‘Base Rental,’
an ‘Adjustment Rental’ in the amount of $22.25 per month for each $1,000 invested by the
Lessor. After completion of those improvements, the ‘Adjustment Rental’ calculated under this
clause shall be added to the ‘Base Rental’ and the total of these two amounts shall become the
‘New Base Rental.’ “

Fourth, there are also many opportunities in commercial build-to-suit properties, which have
unique uses. These are buildings for tenants such as fast food chains, service stations, or other
businesses that require custom-built, unique buildings that have little or no use except for that
specific tenant. The design of these types of buildings is often trademarked and legally cannot
be used for anyone except that tenant. In these situations, you’ll need to give even more careful
consideration to the creditworthiness of the tenant and be sure the lease term is long enough or
the rental rate high enough to pay for the building and make a profit within the original term of
the lease. Not only does the contract need to be legally binding so that if the tenant goes out of
business at the locations they’re still obligated to pay the lease amount, but the tenant’s credit-
worthiness needs to be strong enough to ensure that they have the ability to continue making
the payments in such a case.

While commercial properties offer greater opportunities, they tend to come with higher risks
and more problems, and require greater knowledge. There’s no reason to be afraid of these
properties, but seek the advice and counsel of a good attorney, accountant, and banker before
delving into them. These professionals will become more and more valuable to you as your
portfolio grows.
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SESSION 13: BUILDING RELAT I O N S H I P S
This session is going to discuss building a support team of professionals who can really help
you become a Weekend Millionaire. Entrepreneurs like to do things themselves. That’s great —
but there’s a difference between wanting to do everything yourself and actually being able to do
everything yourself. It’s the difference between entrepreneurship and isolation. It’s also the
difference between being a Weekend Millionaire and very possibly getting yourself into a real
financial mess. 

As you start your real estate investing career, you need to understand the value of developing a
support team of professionals. When you establish solid working relationships with good title
companies, attorneys, accountants, savvy real estate brokers, and bankers who know and
understand your goals, you’ll become a Weekend Millionaire much quicker.

If you’re like most people, you have limited understanding of the legal and accounting aspects
of owning income properties. That’s where professional advice from attorneys and accountants
comes into play. When you’re out looking for good deals on investment properties, especially
small residential properties, you’re going to run into situations in which you have to make
decisions at night or on weekends in order to get the best deals. You’re going to find deals that
have to close quickly or you’ll lose them. 

When you’re trying to put deals like these together, there are going to be times when you’ll want
legal or tax advice before you sign a contract. When you have an attorney or accountant you
can call after hours, their advice can often mean the difference between a good deal and one
you regret. That’s why you should start building the strong personal relationships it takes to
have these advisors available when you need them. 

Imagine finding a seller in such distress that he offers to sell you his property for 50% of the
appraised value — but you lose the deal to someone else because it has to close in a week. Can
you see how upsetting this could be? You found the property first but had to watch another
investor close the deal because it would take you 60 days or more to get financing approved,
legal documents drawn, and a closing date set.

On the other hand, imagine real estate agents giving you first opportunity at deals like these.
Could it happen? Sure, if they know you can solve their client’s problems quickly and efficiently.
That’s one of the benefits of building a good support team. 

• Imagine having a title company or a real estate attorney you know who can close a 
transaction in a week if you need to.

• Imagine banking relationships strong enough that you can get a loan commitment in a day 
or two instead of weeks. Or, even better still, being able to get pre-approved lines of credit to 
purchase investment properties. 

• Imagine having access to legal or tax advice available nights and weekends to keep you from 
missing deals when you aren’t quite sure how to structure them. 

These kinds of resources move from imagination to reality when you build personal
relationships with a strong support team.
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So, how do you do it? Developing these kinds of relationships doesn’t happen overnight. The
burden is on you to convince members of your support team that you’re different from the
average person that may buy only one or two properties in a lifetime. It’s up to you to get them
to see that it’ll be to their advantage, as well as yours, to work with you and be part of your
team.

This is where communication enters the picture. By opening an honest dialogue in which you
share your goals, ambitions, objectives, expectations, requirements, and above all the plan you
have for reaching them, it gives prospective team members an opportunity to see how they can
benefit from being a part of your team. It also gives them a benchmark to measure how well
you perform over time. 

When you first start these discussions, don’t get discouraged if you run into some doubters with
tough questions. Remember, the burden is on you to prove you’re for real, to convince them
that you have the desire and commitment that makes you worthy of special treatment.

Whenever you get the opportunity, reward the people who help you. Assure each of them that
you’ll not abuse their generosity if they agree to meet your expectations. Let them handle your
normal transactions as well as the rush jobs. Title companies or real estate attorneys feel much
better about helping you close a transaction quickly if they know they’ll get to handle others
they can do at their leisure. Those special real estate agents who bring you superdeals are more
likely to bring you more if you reciprocate by letting them handle others that may not be their
listings. You should refer clients to your professional advisors every chance you get, and call to
let them know whom you’re referring. 

Referrals from you will mean increasingly more as your real estate investment portfolio grows.
The greater your success, the more other people will seek your advice and guidance, and the
more weight your recommendations will carry. Just remember that every time you help a
member of your support team, it strengthens your relationship and gives that person another
reason to help you.

It’s never too early to start building a support team. In the beginning, you might not see the
importance of cultivating these relationships, but don’t wait until you own 10, 20, or 30
properties to get started. It takes years for relationships to develop and solidify. The best advice
is to get started as soon as possible. 

E x e rcise: Start Building Your Te a m

Make a list of people you already know in these fields:

Title companies: ____________________________________________________________________

Attorneys: ____________________________________________________________________

Accountants: ____________________________________________________________________

Real estate brokers: ____________________________________________________________________

Bankers: ____________________________________________________________________

If you don’t know anyone in these fields, ask around! Once you’ve got your list, start contacting
these people. Call them up and tell them you’re a real estate investor looking to build a team of
professionals to whom you can refer business.
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TAKE IT TO THE BANKER

Of all the relationships you’ll build on the way to becoming a Weekend Millionaire, banking
relationships are probably the most important. 

These relationships take the longest to establish, so you should get started developing them as
quickly as possible. Although you’ll use numerous sources of funds to purchase real estate,
banks, without a doubt, provide the largest financing source for individual investors. The
problem is, very few new investors understand what it takes to build good banking
relationships.

While it’s not mandatory, good credit definitely makes buying investment properties easier.
However, building good credit takes time. It requires establishing a bond of trust,
demonstrating responsibility, and developing a good record of accomplishment. 

One of the reasons it takes time is the cyclical nature of the economy. Just because you have a
great track record through a boom period, it does little to establish your ability to perform
during a recession, and down times are often when the best real estate deals can be found.
Establishing good credit and building strong banking relations will put you in position to take
advantage of these good deals. Here is a checklist of things you can start doing right now to
build strong banking relations.

Number One — Be Honest! 
Don’t pad your financial statements and paint rosy pictures that you can’t deliver. You have
to give only one false statement to a banker to make your future statements suspect for years to
come. Furthermore, providing false statements to secure credit is illegal.

Many novice investors are actually embarrassed about disclosing the realities of their financial
situation to bankers. They assume the only way to get a bank loan is to show that they already
have lots of money, and there’s a grain of truth in this assumption. Banks definitely are more
attracted to people who are already financially secure. But that doesn’t mean they’re turned off
by people who don’t have a lot of money. If you can show them that you have a plan and the
determination to make it work, you may get their interest. What really turns banks off are those
people who try to give the impression of wealth, but the facts don’t support it. So just be frank
and honest about where you are financially. Don’t get discouraged if you have a loan request
turned down. Your financial situation might not be adequate for bank financing yet, but if that’s
the case, they’ll probably let you know and tell you what you need to do to improve it.

Number Two — Pay Timely.
Establish a record of not just paying on time, but paying regularly too. Everyone knows
you need to pay your bills before they become past due to build good credit, but paying in a
timely manner is just as important. 

A “timely manner” means establishing a record of paying at a consistent time each month. A
record of paying 10 days early one month, the day before it becomes past due the next, then on
the due date the next, is not as good a payment record as paying within a day or two of the
same date each month. A consistent payment record shows discipline and demonstrates that
fluctuations in your monthly cash flow do not impair your ability to pay on time. Granted,
whether you pay 10 days before or 10 days after the due date, it won’t affect your credit report,
but we’re talking about building long-term banking relations, not getting first-time credit. In
most cases, a payment isn’t reported as late or charged a late fee unless it’s paid more than 15
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days after the due date. But, what few people realize is that internal documents within the bank
tell a different story. While the number of days may vary from bank to bank, “watch lists” are
usually generated showing those customers who still haven’t paid 5 to 10 days after the due
date. This “watch list,” which may not cause a lot of concern, is circulated not only to your
bank officer, but to the bank’s credit administrators as well. When your banker submits a new
loan request, you definitely don’t want your name to be recognized by members of the loan
committee because they’ve seen it on previous “watch lists.” This can’t help but taint their
thinking and cause your loan officer to have to answer a lot of unnecessary questions. He or she
may have the lending authority to approve your early requests, but as you add properties and
your debt grows, your requests will require approval from a growing number of people. Having
a consistent payment record is just another way of impressing those bankers you’ll never see,
and it gives your loan officer more ammunition with which to support your loan requests. 

Number Three — Keep Your Bankers Informed.
Whether its good or bad news, let your bankers know how you’re doing. Don’t make them
have to ask for financial information. There are so many mistakes made in real estate investing
that bankers tend to be extremely cautious about letting new investors get too leveraged, even if
the debt is well secured. To ease their minds, give them a report of income and expenses
quarterly until you acquire five properties. After you have five or more, give them the report
monthly. Even include photos of the properties so they can see that you have nothing to hide.
You may think this is overkill, but there is a reason for doing it. When you have four or fewer
properties, the Federal Deposit Insurance Corporation views you as a passive investor and it
classifies your loans differently than it does after you have five or more. At this level, your loans
become investor loans and are viewed as having higher risk than the first four. That’s why you
need to keep your banks informed. When they know how your properties are performing, it will
in turn help them do a better job for you. Don’t worry about doing this, because if you buy
properties The Weekend Millionaire way they’ll be performing quite well.

Number Four — Build Cash Reserves.
As quickly as possible, create a cash reserve that will let you make payments on time even
if rents are late. A good rule of thumb is to maintain enough cash to cover three to six months
of expenses even if you have no income. This may seem like a lot, but if you simply allow your
profits to accumulate, you can do it in a few short years. And you should continually monitor
these reserves and increase them as you add properties and your monthly debt service grows.

Number Five — Maintain Your Properties Well.
When you follow the recommendations in The Weekend Millionaire, you’ll be setting aside
reserves for maintenance. Use this money to keep the properties in good condition. Some
maintenance expenses, such as paint, carpet, roofs, heat and air conditioning systems, only
come around every several years. You have to plan for these big-ticket items in advance and set
aside money to cover their costs, or you may find yourself in a cash flow bind when they occur.
By demonstrating that you have the discipline to set money aside for these expenses, you’ll be
showing your bankers that you’re a knowledgeable real estate investor. This will make them
much more comfortable. Just a word of caution! It’s awfully tempting to use this money for
other things and then come up short when the need arises. Don’t do it!

Number Six — Take Your Bankers for a Ride.
Literally! As your real estate portfolio grows, you should periodically invite your bankers to
go with you to inspect the properties. By doing so, you’ll be showing them that you’re
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acquiring good properties and keeping them in good condition. If you buy rundown properties
that you fix up, be sure to take before and after pictures. If you take a banker by a property that
you have refurbished, it makes a better impression if you can show a picture of what it looked
like when you bought it, plus it gives you the opportunity to talk about the improvements you’ve
made. By keeping your properties in good condition, your pride will show and your bankers’
confidence in you will grow. Conducting inspections with your bankers every year or two shows
them that you’re serious about long-term investing, not just bleeding the properties for all the
cash you can take out of them.

Number Seven — Be Fair. Understand that bankers are business people just like you. They
have to make a profit too. Their job is to get the best return for their bank, while yours is to get
the best deal for yourself. Although you may be able to shave an extra quarter of a point off the
interest rate occasionally, deals that benefit only one party don’t build good relationships.
Whatever you do, don’t ask banks to bid against each other for the business. If you’re going to
shop more than one bank, negotiate your best deal on its own merit with each bank and then
decide which one you want to use. Don’t make your bankers feel like price is the only thing
important to you. It’s far more important that you focus on structuring loans to fit the cash flow
of the properties than to simply focus on getting the best rate. Remember, in real estate, terms
are just as important, if not more important, than price.

Number Eight — Don’t Put All Your Eggs in One Basket. 
Keep in mind that banks are businesses. Smaller community banks may have more flexibility,
since credit decisions are usually made locally, but these banks also have smaller lending limits.
Larger national banks can handle any size transaction but tend to be less flexible. Their credit
decisions are often made by analysts who never meet a customer. Whether small or large, banks
have their cyclical periods just as the economy does. A bank that may have a very large appetite
for real estate loans one year may have little or none the next. This has nothing to do with your
credit rating, your net worth, your cash flow, or anything else about you. It has everything to do
with a bank’s position in relation to its capital base, the amount of cash they need to put to
work, the number of problem real estate loans in their portfolio, and many other factors that
have nothing to do with you. For this reason, you should build relationships with more than
just one bank. Often, when one bank is shying away from real estate loans, another bank wants
more of them. When you establish good relationships with your bankers, they can be honest
with you. If they know they can’t handle a transaction due to no fault of yours, they’ll tell you so

rather than having you jump through the hoops of applying
for a loan and then having to give you some lame excuse for
why it can’t be approved. 

Another reason for building multiple banking relationships
is the fact that a particular deal may fit one bank’s portfolio
better than another’s. As you get to know your bankers
better, you’ll learn which ones like what kinds of deals.

Many people’s first reaction when a bank denies their loan request is to blame the banker. The
truth is bankers want to make loans as much as you want them to, but they want to make good
loans. Good loans are ones they can put on the books and forget about. Just because a loan is
well secured with real estate does not mean it is a good loan. The last thing a banker wants is a
truckload of dirt for a payment. And collecting a loan through foreclosure is a real no-no.

By far the most important thing you can do to strengthen your banking relationships is to
embark on a course of action that demonstrates your ability to perform as agreed. 
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SESSION 14: WHAT TO DO WEEKENDS 1-4
By now you’ve listened to 13 audio sessions. You’re ready to become a Weekend Millionaire —
so what do you do now? This is when you really start taking action toward building wealth
through real estate investment. It’s very exciting — but be patient. Becoming a Weekend
Millionaire is not a get-rich-quick proposition. Just follow the step-by-step guidance during the
next two sessions. This will cover eight weekends of “in the field” learning and activity. It’s all
designed to build your knowledge and to hone the skills that you need to make your first
purchase.

Above all, don’t get discouraged if you fail to see immediate results. Stay calm, remain positive,
and follow the steps we give you. See yourself as the wealthy real estate investor that you will
become. Imagine yourself driving down the streets of your neighborhood, pointing out all the
houses that you own.

Think of real estate investing as a long-term, steady-growth proposition. Many people work 40
hours per week, 50 weeks per year, for 40 years, and end up in retirement with only a small
Social Security check to show for their efforts. If you spend four hours each weekend, for just
one year, you should have no problem buying at least one rental house. In 15-20 years, this one
house will probably provide you with more income than you will draw from Social Security
when you retire.

What if you continued doing this for 15 years and bought just one house per year? If you
started at age 30, by age 45, you could retire and live the good life with an income many times
what Social Security would pay you. That’s why we want you to keep exploring your
neighborhoods and making offers. Don’t get discouraged if things seem slow at times. When
you’re waiting for wholesale deals, you must have the endurance to stay the course until the
time is right. The best part is that when you land a good deal, it will pay you for the rest of your
life, and unlike Social Security and retirement plans, it will be there to provide for your family
long after you are gone.

W H AT TO DO YOUR FIRST WEEKEND

Now — let’s assume it’s a Saturday morning and you’re ready to get started. You’re ready to take
this program from the planning stage into the action stage. What do you do first? 

This weekend, you’re going to start learning your market. You need to allocate at least four
hours to survey your surroundings. Your only task this weekend is to familiarize yourself with
the area near where you live. Once you get started, you may want to spend more time, but just
four hours will give you a good start. In most cases, there is enough investment potential within
a 10-mile radius to make you rich. 

This is far more than a casual drive-through. Take along a pad of paper and a pencil so that you
can make notes. Look for basic starter homes, the type that attract first-time homebuyers. These
are usually 900 to 1,200 square feet in size with two to four bedrooms and one or two baths.
Probably, you’ll find these in subdivisions that contain many similar-type houses. Occasionally,
you may find them scattered about, but most will be located in subdivisions where developers
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have subdivided a large tract of land and built them to sell. Tract homes. People will have
bought many of them and financed the purchase with VA or FHA loans. This is important,
because these loans are still assumable.

On this first weekend, thoroughly explore the area within a 10-mile radius of where you live.
You’ll need a detailed map of the area if one is available. As you drive around, get off the main
roads. Go down each side street and back road looking for subdivisions. Consult your map to
locate street grids that look like subdivisions. Each time you find one containing a number of
these basic starter homes, make a note of it and mark it on your map. You will come to view
these target subdivisions in much the same way that a farmer views his fields. Just as he
cultivates and harvests crops from the ground, you will cultivate and harvest your first real
estate investments from these neighborhoods.

By the end of the weekend, you should have a list of the potential neighborhoods you want to
farm.

Steps for Weekend One

1) Get a map of your city and draw a circle covering a 10-mile radius around your house.

2) Drive the area for four hours, looking for subdivisions of neighborhoods that meet your
criteria.

3) Mark the locations of potential first-purchase homes on your map.

W H AT TO DO YOUR SECOND WEEKEND

On your second weekend, you’re going to take the list of neighborhoods you compiled and learn
more about them. Pick one neighborhood — which one doesn’t matter, because eventually you
will work your way through all of them. Go to your selected neighborhood and ride around.
Observe how the properties are maintained and the lawns kept, watch for signs of children, look
for vacant houses and “For Sale” signs, survey the age and condition of vehicles parked in
driveways or on the streets, and most importantly, look for people with whom you can talk.
What you’ll be doing during this exercise is determining whether the neighborhood is a place
where you will want to invest. 

Properly maintained homes and well-kept lawns are a good indication that most of the residents
are homeowners that take pride in their community. Swing sets, bicycles, and toys are
indications of families with children. If you find very few vacant houses, it shows that the
neighborhood is desirable. A shortage of “For Sale” signs indicates a stable neighborhood.
Clean, well-maintained vehicles indicate that the residents take pride in their personal
possessions as well as their property. Investing in neighborhoods like this has many advantages.
They are easier to rent and easier to finance, and you enjoy the benefit of having neighbors who
will let you know if your tenants are not well behaved or are not taking care of your property.

On the other hand, poorly maintained houses, overgrown or barren yards, numerous vacant
houses, a predominance of “For Sale” signs, and disabled or unlicensed vehicles give you
important warning signs. Neighborhoods in this condition are often declining in value, and the
unattractive surroundings make it difficult to attract desirable tenants. Many times, these
neighborhoods contain unusually high percentages of rental properties owned by people who
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invest little in maintenance and upkeep. Buying in areas like these can be risky business, unless
you are able to buy enough of the houses to change the direction of the neighborhood.

What is your ideal find? What should make your heart race a little faster? You’re looking for a
rundown house in a great neighborhood.

When you find one and stand there looking at it, what are you seeing? You’re looking at a
property whose owner may be an ideal seller. When you do an Internet search to find out who
owns the property, you’ll probably find a seller who lives out of town, is going through some
trauma such as a loss of a job or a divorce, or is in some kind of financial trouble.

Continue exploring. Get a Multiple Listing Service book from a real estate agent or property
manager. Some Boards of Realtors publish a book each week that lists all of the properties for
sale and includes pictures of most of them. Some Boards of Realtors have discontinued these in
favor of Internet listings, but there is always a way for real estate agents to look up properties
for sale. Ask a real estate agent which method his or her board uses. If it’s a book, ask him or
her if you can have or borrow his or her previous week’s book for your research. They are not
supposed to give it away, but we’ve never had a problem getting one. Also, learn how to research
properties for sales on the Internet. Try www.Realtors.com, which is the website for the
National Association of Realtors®. It contains a wealth of information. Try doing a search for
real estate and your city name. Also, many real estate brokers in your area will have their own
websites.

Although you can read newspaper ads and look through other listings of properties for sale,
these sources don’t usually give information about a property’s surroundings. This is the reason
we want you to get out, ride, and visually inspect the properties.

Whenever you locate a property in a desirable neighborhood that doesn’t seem to fit with the
surrounding properties, write it down. Whether it is for sale or not, it is worth checking out
because it may be an opportunity that just hasn’t surfaced yet. 

As you ride your targeted areas, stop and talk with people you see in their yards or on the
streets. Ask if they live in the neighborhood. Let them know that you are interested in buying in
the area and were riding around looking at houses. If they are residents, ask them what they
like best about the community. Ask what they like least about it. Ask if there are any problems
that you should know about. Ask if they know of any houses for sale that might be good deals.
Ask about the neighbors. Find out if most of them own their homes. Are there many rentals
properties in the neighborhood? If you’ve spotted some potential investment properties in the
area, ones that do not seem be up to par with the rest of the neighborhood, ask about them.
Some of these may be great investment opportunities that simply have not hit the market yet. If
you can find these before other investors do, your chance of making a good deal is greatly
improved.

Let them know that you have to find a very good deal before you can buy. You may learn about
someone who is being transferred and is willing to take a big discount if they can get a quick
sale or be told about someone who has lost a job or suffered some other kind of financial
distress and needs to sell but hasn’t listed the property for sale yet. People can become very
flexible when going through a divorce or trying to settle an estate. Many times the houses you
spot that need attention need it because the owners are experiencing problems. These offer
excellent opportunities not only to help you, but to help the owners as well. The more you ride,
look, and talk, the more of these opportunities you will find.
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What to Do Your Second Weekend

1) Ride through one area designated on your map.

2) Speak with neighbors in that area.

3) Make inquiries about homes that might be for sale.

4) Identify potential purchases and find out who owns them. 

5) Check the Internet to see if there’s information on homes for sale in your target area

6) Obtain a multiple listing book from a real estate agent or property manager. Review it for
possible purchases in your area.

W H AT TO DO YOUR THIRD WEEKEND

You’ve spent your first two weekends getting familiar with the area you will be exploring. You’ve
located neighborhoods with a high predominance of basic starter homes, talked with residents,
and identified potential investment properties. It is now time to get ready to start inspecting
these properties and making offers. To prepare for this weekend, you will need to do a little
homework. Start by going back and reviewing Session 3, where you learned how to find a
property manager. In preparation for this weekend, get out the phone book and check the
yellow page listings under “Real Estate Management.” You should also check the newspaper
classified ads under “Houses for Rent” and “Apartments for Rent.” Property management firms
primarily use the yellow pages to attract owners and the classifieds to attract renters. By cross
referencing the companies advertising property for rent in the classifieds with the companies in
the yellow pages that claim to be property managers, you will learn which seem to be the more
active and aggressive companies. In preparation for this third weekend, make a few calls and
try to find two property managers willing to spend a couple of hours riding with you on
Saturday. Explain that you’re planning to buy several investment properties within the area and
are looking for a manager with whom you will feel comfortable.

Once you’ve lined up two property managers, take the map you’ve been using and the notes
you’ve compiled during the first two weekends and select a group of properties, preferably “For
Sale by Owner” properties that you can ride by within two hours or less. You will want to take
both property managers to the same properties, but not at the same time. By doing this, you
can compare the information you get from one with the information from the other. You will be
conducting drive-by inspections and asking each property manager to give you an estimate of
the range of rents he or she feels each property could bring. Since you will have few if any
details of the interior layout of the houses, ask for rent estimates for 2, 3, and 4 bedrooms, and
1, 1 1/2, and 2 baths. Make notes on their estimates as you visit each property. You will need
these notes next weekend. If there’s a big difference between the rates you get from each
property manager, you may want to repeat this exercise the next weekend with different
property managers before moving on. You must have reliable data to make good offers. 

When you ask the property managers for rental rates, be sure to explain that you want
estimates based on the houses’ being in good condition, even though the houses may be
rundown when you look at them. This is important, because you will want to use these
estimates to make offers that will allow you to fix up the property and get a return on both the
purchase price and the repair costs.
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As you ride with these property managers, ask questions! 

• Ask for references, preferably in the form of names and phone numbers of the owners of
properties they currently manage. 

• Ask if they know of any properties that may make good investments. 

• Ask if any of the people for whom they are currently managing properties are interested 
in selling. 

• Ask how many homes they are currently managing in the areas where you are riding. Ask
them if it is possible to show you some of these properties. 

Throughout your ride, you will be evaluating them and they will be sizing you up, but the most
important part of this exercise is developing a feel for rental rates in your targeted
neighborhoods. If you get good vibes about a particular property manager in the process, that’s
an added bonus.

When you complete this weekend’s work, you should be familiar with your target areas, have a
list of properties for sale, and have a good idea of the rent these properties could produce. Be
sure that you’ve looked at a minimum of three For Sale by Owner properties, because you will
be working with these during your fourth weekend.

What to Do Your Third Weekend

1) Research the classified ads for homes and apartments for rent. 

2) Find two property managers who are willing to ride with you on the weekend.

3) Ride with the property managers and get a good feel for the range of rents in the houses that
interest you. 

4) Ask the property managers if they have owners who are willing to sell.

5) Create a list of properties for sale in the target area, including at least three that are for sale
by the owners.

W H AT TO DO YOUR FOURTH WEEKEND

During your fourth weekend, you will conduct detailed inspections on some of these properties.
Review your notes from previous weeks and select three For Sale by Owner properties that you
feel have the most potential. Sometime during the preceding week, we want you to call the
owners of these properties and schedule appointments to inspect them on the weekend. Explain
that you work during the week and would like to look at the houses on Saturday if possible.
Allow yourself about an hour to inspect each one. You can maximize the use of your time by
scheduling inspections of three properties within close proximity of each other.

Prior to visiting the properties, review the sample inspection form from Session 3 of this
workbook. Make copies of it if you wish or use it as a guide to set up your own inspection form.
It’s not important which form or method you use, what is important is that you have a checklist
to guide you through the inspection process. Using this checklist, you will inspect each item and
rate it as being excellent, average, or poor. If you rate an item as poor, estimate the cost of
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repairing it. If some of the items are large-ticket items, like the roof, paint or siding, heat or air
conditioning systems, carpet, etc., and you don’t feel comfortable estimating costs, you may
want to call vendors that do the specific work and ask them for an estimate range. 

All you need to know at this point is the maximum it may cost. You will use this higher figure
when making a purchase offer, but by requesting a range of estimates, you have something to
negotiate with if you buy the house and actually have to do the work. You can use this same
technique to get estimates on any of the other large-ticket items.

When estimating smaller items, like door locks, screens, and minor repairs, use your own best
judgment. Since the cost of items like these is small, even if you miss with your estimate, the
impact will be minimal. The more experienced you become, the more accurate your estimates
will be.

What to Do Your Fourth Weekend

1) Begin by making appointments with owners to inspect For Sale by Owner properties 
on Saturday.

2) Become familiar with the property inspection form in the guidebook.

3) Inspect several For Sale by Owner properties. 

4) Obtain estimates of any major repair expenses the properties may require, and calculate the
total cost of bringing the properties into good condition. 

SESSION 15: WHAT TO DO WEEKENDS 5-8
Now roll up your sleeves and brush off the dust; it’s time to begin the real nuts and bolts of
becoming a Weekend Millionaire. Throughout the program, you’ve learned how to value single-
family properties, and we’ve explained the wide range of prices you can offer and stay within
the wholesale value. The program has explained how to structure offers and how to put them in
writing on Real Estate Purchase Contracts. If these concepts are still a bit fuzzy, take time to go
back and review them.

What you’re going to do first is get a pad of paper and your financial calculator or computer.
You’re going to use the information on valuing properties, the rent ranges the property
managers gave you, and the cost estimates for any repairs that need to be made to determine
the value of each property.

Don’t worry about appraisals. They’re for banks and people buying a home to live in. Appraisals
are estimates of “market value.” Remember, you can’t pay market value for a property and rent
it for market value and stay in business . . . there’s simply no margin of profit.

Instead of market price, your calculations are going to produce the wholesale value.
Remember, value is derived from a combination of price and terms. To arrive at the value, you
calculate the net operating income and use it to determine the price, based on how you propose
to pay for the property. Since the NOI you’ll be using is based on the property’s being in good
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marketable condition, you’ll need to reduce the price you calculate by the amount it will take to
put it in good condition.

Once you’ve made your calculations, you’re now ready to put them in writing. Get out your Real
Estate Purchase Contracts and start writing. You may want to write up two offers for each
property, one at a lower price with a higher interest rate on the financing and another with a
higher price and a lower interest rate. You should structure these offers to give yourself some
negotiating room. These aren’t your final offers, they’re ones you’re going to use to find out if
the sellers have any flexibility.

Once your offers are written, you may be reluctant, maybe even scared to death, to present
them. Don’t be! Remember, the worst thing that can happen is the sellers can say NO. 

Don’t worry about whether these offers will be accepted or rejected. This exercise is designed to
get you started making offers. If one of them is accepted, great; you’ll know the purchase is
going to be profitable. 

Once they’re all completed, go back and review them. Remember: If you can pay cash, ask for
the lowest possible price. If not, raise the price and ask for favorable terms. Just go over each
offer to ensure that you will get the return you want on your cash or that you will be able to pay
off the mortgage with the NOI if the offer’s accepted.

Once your offers are in writing, your task for the fifth weekend is to present them to the sellers.
You’ll start by contacting the sellers and letting them know that you would like to make an offer
to purchase their property. When you meet with them, before going into the offers, explain that
you’re an investor and that you’ve carefully analyzed their property to determine what you can
pay for it. Don’t apologize for the fact that as an investor, you have to structure your offers so
that you can receive a return on your investment. If you can’t do so, you can’t buy the property.
You can even acknowledge the fact that they might be able to get more for the property if they
can find a buyer who wants to live in it. This can help you determine if they are under time
pressure to sell.

When you present your offer, tell the sellers that you don’t expect them to make a decision on
the spot. Since your offer will surely be for less than they expect to get, their reaction will be to
turn it down immediately without further consideration. Ask them to study the offer overnight
before making any comment about it one way or another.

Written offers are one of the best ways of finding sellers who due to personal circumstances,
may need to rid themselves of a property, even at wholesale. If their problems are embarrassing
or ones they don’t want to discuss openly, you want them to weigh your offer against the
benefits of solving their problems, not against the perceived value they have for their property.
When given time to do this, their attitude may change. As the old saying goes, “You never know
what someone will do until you ask.”

After you’ve presented your three offers, your assignment for the weekend is complete. If any of
them is accepted, great. If not, it’s no big deal because you’ll have just made your first offers and
that’s what getting started is all about. This exercise is designed to move you from the
“thinking” to the “doing” phase of becoming a Weekend Millionaire. If you’re like most
people, making that first offer will be the toughest step you’ll take. You’ll be nervous, maybe a
little scared, and not quite sure of yourself. That’s only normal, but you’ll have taken your first
step. As you go forward, your confidence will grow with each offer you write. 
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What to Do Your Fifth Weekend

1) Review the sessions on valuing single-family properties and making your first offer.

2) Calculate the net operating income on each of three target properties. 

3) Review the material on how to write an offer. Then write up offers on your three target
properties and present them to the sellers. 

W H AT TO DO YOUR SIXTH WEEKEND

Weekend six is going to be similar to weekend four, but easier. Once again, you’ll be inspecting
properties; however, this time they will be properties listed for sale with real estate brokers. The
listing brokers will show you the properties, rather than the owners. As you are going through
the houses, the brokers will point out all the positive attributes of the property and leave it up to
you to find the negatives. You need to know that listing brokers work for and are paid by the
sellers, so their fiduciary duty is to them. Their job is to get the best deal for their clients.

Many investors are reluctant to work through listing brokers for this reason. Good brokers do
what is best for their sellers — but that doesn’t mean automatically discouraging them from
accepting wholesale offers.

When inspecting properties with brokers, follow the same procedure you would use if you were
with the owners. Use a checklist so you don’t miss items. Work at your pace, even if the broker
tries to rush you. Once again, it’s up to you to identify the items that aren’t satisfactory so you
can review them later and estimate their repair costs. You’ll find that inspections will go much
quicker once you have done a few of them. You may even want to try to inspect four properties
this weekend rather than just three as you did on the fourth weekend. Remember, the more
properties you inspect and the more offers you make, the better your chances of finding a
wholesale opportunity.

What to Do Your Sixth Weekend

1) Identify three or four houses in your target area that are listed with real estate brokers. Make
arrangements to inspect them with the brokers on Saturday.

2) Print out copies of the inspection form. 

3) Together with the real estate brokers, inspect the houses that you’ve chosen. 

4) Obtain estimates of the costs of any major repairs that will be required to bring the houses
into good condition.

W H AT TO DO YOUR SEVENTH WEEKEND 

This weekend, you’re going to get back to making offers again. As you did in preparation for
weekend five, go back and review the sessions on “Valuing Single-Family Properties” and
“Making the First Offer.”(Session 8) This sounds repetitive, but it is very important. When you
gain more experience, you’ll be able to write offers on the fly, but until you become thoroughly
familiar with the process, go back and review these sessions each time before writing new
offers. 
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Now get out your notepad, blank contract forms, financial calculator or computer, and get to
work preparing offers for the properties you inspected last weekend. A little food for thought
before you get started: Since these properties are listed with real estate agents, you’ll need to
consider how the real estate commission is going to be paid. In other words, your offers will
need to include enough cash to pay the sales commission or ask the broker to finance it for you.

After you’ve completed your calculations and made a determination about the kind of offers you
want to make, you need to transfer the information to the Contract Forms. This is the same
process you used in weekend five, but if you need to go back and review the session on writing
offers, take a few minutes and do so. 

Although these offers will be made through a broker, you write them the same way you did the
ones for the For Sale by Owner properties. The only real difference is that the brokers will
usually want to prepare the forms and present the offers for you. You have the right to
accompany the brokers to present your offers, but this often makes them uncomfortable and
prevents them from talking openly with the sellers. Instead, allow the brokers to present the
offers without you present, but reserve the right to meet with the sellers if they can’t get them
accepted or get a counterproposal. This is a subtle way to challenge the brokers to present your
offers in a positive way.

There’s another way to present wholesale offers through brokers, and it’s often a quicker and
less controversial one. You can outline your proposal in a Letter of Intent. These are simply
letters expressing your interest in purchasing the property, briefly outlining what you are willing
to pay, the method of payment, and any other pertinent terms or conditions. Address these
letters to the brokers, asking them to contact the owners to see if they are interested, and if so,
propose to transfer the offer immediately to a Contract Form if it is acceptable.

Letters of Intent give you another tool to work with. Something as simple as a letter containing
a general outline of what you are willing to do can get the ball rolling. In these letters, you may
want to give the sellers a couple of options that are basically the same as far as you are
concerned. All you have to do is simply adjust the terms to show that you have price flexibility.

Letters of Intent also speed up the process of getting offers in front of sellers, especially when
brokers are involved. They give you a way to reach agreement in principle and still leave plenty
of room to improve the deal with negotiations on minor points.

Remember — the more offers you make, the better your chances of success. You can mentally
train yourself to make offers the same way that athletes train themselves to visualize game
situations. Even when you’re not optimistic about an offer, put your wholehearted energy into
it. When you do that, you’ll be pleasantly surprised more often than you might expect. 

What to Do Your Seventh Weekend

1) Review the sessions about valuing single-family properties and making your first offer.

2) Calculate the net operating income and use it to establish a value for each of the properties
you inspect. 

3) Review the session on how to write offers, and then prepare several offers for the properties
you inspected on weekend six. Make some of your offers on Contract Forms and at least one
using a Letter of Intent.
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W H AT TO DO YOUR EIGHTH WEEKEND

In weekend eight, you’re going to start all over again. As the old saying goes, “The wheel comes
back around.” 

Becoming a Weekend Millionaire is not that hard. All you have to do is keep riding your farm
and checking your fields. New properties come on the market each week. Other properties
remain on the market week after week, month after month. All you have to do is keep up with
what’s happening in your market, keep meeting people, and keep making offers. Don’t forget, it
takes only one purchase a year to make you a millionaire.

Now get a stack of your business cards and let’s go for another ride. The first weekend we told
you that you would come to view your target subdivisions the way a farmer views his fields.
Well, we’ve come full circle and it’s time to start plowing again, sowing some more seeds, and
looking around to see if there’s anything ready to harvest. 

The journey from where you are now to becoming a Weekend Millionaire is nothing more than
a series of simple steps. The steps are in the first seven weekends, now all you have to do is
keep taking them.

Things change; that’s why you just keep repeating the process. You can see that you’ve come full
circle. You’re back riding your neighborhoods, just as you were on that first weekend, and
you’re probably noticing some new “For Sale” signs that weren’t there before, and others that
were there are gone now. As you make these repeated rides, be aware of properties that remain
for sale trip after trip. Often the longer a property is on the market, the more flexible the seller
becomes. Don’t let the difficulties that stopped other buyers keep you from at least trying to
solve the problem. 

What to Do the Eighth Weekend

1) Go back and revisit the neighborhoods in your target area, and hand out more of your 
business cards.

2) Create a list of the potential investment properties you find and give special attention to any
For Sale by Owner properties. Keep a file of notes on the houses you’ve inspected. Be sure to
update this file after each ride. 

3) Watch for and research any rundown properties in the nice areas of your target
neighborhood.

Remember that becoming a Weekend Millionaire is not hard; it just takes a little time and
commitment. Be willing to give both. Just four hours a week, doing what you’ve been doing for
the last eight weeks, and you’ll soon buy your first investment property. Make a commitment to
invest four hours a week in your real estate investing career, and you will become a Weekend
Millionaire.

Although the program has focused on weekends, if you’re one of those people who cherish your
weekends and want to invest your four hours during the week, that’s fine too. What’s important
is that you work on becoming a Weekend Millionaire consistently week after week. Patience,
persistence, and discipline are the keys to wealth. Buying one house won’t make you wealthy,
but buying one or two a year will, especially when you continue doing it for many years. So be
persistent. Be patient. And be confident in the success that awaits you. You’re a lot closer than
you think.
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SESSION 16: THE 14 BIGGEST MISTA K E S
Have you ever wondered why so many “get rich” schemes come and go? How can something
that is supposed to make you rich in two weeks not earn enough to keep the advertising on TV
more than a couple of months? The reason is simple: These schemes appeal to people who lack
the three “D’s” of success . . . discipline, desire, and dedication. 

Discipline: They lack the discipline to make small investments and then allow these
investments to mature. 

Desire: They lack the desire to stay the course when the going gets a little rough. 

Dedication: They lack the dedication to continued learning, which is required to make lifestyle
changes.

When you invested in this program, you set yourself apart from the get-rich-quick crowd. Your
willingness to sit down with a program and study it is an excellent first step. Your decision to
explore real estate as a way to wealth will be highly rewarded.

Fear of failure keeps more people from getting started than any other single cause. And if that
fear manifests itself in an actual setback of one sort or another, many would-be millionaires are
ready to throw in the towel. To help you avoid any of that, we want this session to make you
aware of the common mistakes new investors make.

Mistake number one: Being impatient. Again, The Weekend Millionaire is not a get-rich-quick
scheme. Although many students have achieved rapid success, you shouldn’t expect to buy a
house every month. Even if you bought only one a year, you would still become wealthy over
time as the rents keep rising, mortgages start paying off, and larger and larger amounts of the
rent money goes straight into your pocket. Neither should you expect to get your first offer
accepted — and if you do, you probably paid too much. You may not get the 10th or the 20th
offer accepted either. But remember, “inch by inch, anything’s a cinch,” or if you prefer, “meter
by meter, everything’s sweeter.” Just be patient!

Mistake number two: Commingling your accounts. Keep your investment income separated
from your earned income. From the very first day, you should open up a bank account to
handle your real estate investments. Think of this account as a retirement account that you
won’t touch until you are ready to retire. You may feel silly going into a bank and opening up an
account under John Doe Investments and depositing only $100, but it’s the principle that’s
important. Never take money from your investment account for personal expenses. And if
you have to put earned income into the account, treat it as a capital investment or a loan. If it’s
a capital investment, leave it in the account just as you would a contribution to a retirement
account. If it’s a loan, repay yourself when enough money builds up in the account that you can
afford to do so. As this account grows, you will reinvest profits through buying more real estate,
not by going out and buying new cars or boats.

Mistake number three: Buying houses that are too upscale to be good investments.
Weekend Millionaires make money consistently with bread-and-butter properties. These attract
tenants who are good people, many of whom will always be renters, not owners. Upscale
properties, those in the upper third of the market, don’t attract stable renters. The people who
rent higher-end properties usually fall into one of three groups:
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1) They are either new to town and want to rent temporarily while they decide on the area in
which they want to buy or.

2) They are between homes because they have sold one and are waiting for a new one to 
be finished or.

3) They have the ability to earn a high income, but a financial setback has damaged their credit
to the point where they cannot qualify for a home loan at the present time. 

None of these three will be stable tenants. Although you may not want to live in any of your
rental houses, stick with ones that attract tenants who are proud to live there and will take good
care of your property.

Mistake number four: Buying property just because it is cheap. Don’t buy properties in bad
neighborhoods just because they’re cheap. Those properties may seem like bargains, but they’re
loaded with problems. An easy test is to ask yourself if you would feel comfortable walking the
neighborhood alone and chatting with the people who live there. Unless you plan to buy the
whole neighborhood and rehab it to attract better tenants, you’re better off looking elsewhere
than you are buying properties in neighborhoods where you don’t feel comfortable.

In fact, use extra caution when looking at any properties that look like superbargains. There is
usually something, often something hidden, that makes the deals so good. Just keep in mind
that there’s probably a reason why bargain properties are such bargains. Unless you can find
the problems and have plans to deal with them, you’d be wise to pass on the properties just as
other potential buyers have done.

Mistake number five: Inflating your net worth. Real estate investors tend to do this all the
time. At a cocktail party, they’ll brag that they own $3 million worth of property and only owe
$2 million, which gives them a net worth of $1 million. Well, maybe so, but if they were forced
to liquidate the property in the next 90 days, would it sell for that much? Maybe . . . maybe not!
Inflated net worth seems to inflate egos; maybe that’s why they do it. When preparing a
financial statement, the value you place on your properties should come from certified
appraisals, tax appraisals, or actual purchase prices. Lenders will appreciate you more when
you do this.

Mistake number six: Not understanding what wealth really means in terms of real estate.
Wealth is an income stream. It’s not how much property you own, it’s the income it generates
that makes you wealthy. People who live in big homes, drive fine cars, and take fabulous
vacations are not necessarily financially independent. Being financially independent is not the
standard of living you enjoy, it’s your ability to sustain that standard of living if you suddenly
can’t earn income. That $25 a month you make from your first rental property may sound like a
drop in the bucket, but as it grows to $50, $100, $200, and more, the drop turns into a trickle.
As you add more and more properties, the trickle gradually turns into a stream, and the stream
becomes a river of wealth that will allow you to enjoy and sustain a superb lifestyle. Don’t ever
make the mistake of thinking wealth is what you own. Never forget that wealth is an income
stream.

Mistake number seven: Trying to do everything yourself. This is a great temptation for real
estate investors because they’re self-reliant people who see themselves as entrepreneurs. Yet the
leading reason why investors quit buying real estate is that they become overwhelmed with the
work involved. They tie up every spare minute fixing properties, mowing lawns, washing
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windows, checking out tenants, and collecting rents. Property management is a job, a
profession, so why not leave it to the professionals. If you are going to be an investor, be an
investor; don’t take on a second job. Use professional management from the very first property
you buy. That will free up your time to find and buy more properties. You’ll hear some good
arguments from property owners who do the work themselves, such as: “Why should I pay an
electrician $100 to change a breaker, when I can pick one up at Home Depot and change it
myself for $20?” Not a bad argument, is it? You save $80 and it only takes you two hours. That’s
$40 an hour; not bad, but what if instead you spent those two hours making an offer on a
property that might make you $10,000? Wouldn’t that make more sense? Weekend Millionaires
always focus on the highest and best use of their time, which is researching and making offers
on properties. Don’t spend $100-an-hour time doing $10-an-hour work.

Mistake number eight: Fear 

• Fear of what might happen

• Fear of what might go wrong

• Fear of having a bad experience

• Fear in general about the uncertainty of everything 

Almost everyone has heard horror stories about renters damaging properties. We’ve had
numerous people tell us they wouldn’t think of renting properties because of a bad experience
someone they know has had with a tenant. Yes, there are problem tenants. Some do damage,
some don’t pay their rent, some are obnoxious, and some do about any other undesirable thing
you can name. If you’re in the business long enough, you will run into a few of these bad
tenants, but don’t let a few bad apples prevent you from becoming a millionaire. 

With the reserves that you set aside, take into consideration that occasionally you will have to
pay for tenant damage; plan for it. This is another reason to use professional management,
because it insulates you from the undesirable tasks of evicting tenants and dealing with
disorderly and obnoxious people. The money you pay for management is not just for showing
properties and collecting rents. It’s for handling the undesirable aspects of being a landlord and
giving you peace of mind. 

Tenant problems are as much a part of the cost of doing business for real estate investors as
shoplifters, vandals, accidents, and other unusual costs are for other businesses. Allowing an
occasional bad experience with tenants to stop you from building wealth and securing your
retirement would be like other businesses closing their doors because of a few problems. Even
banks are robbed occasionally. Accept the fact that there will be an occasional problem and
move on. 

Mistake number nine: Buying outside your area. As a Weekend Millionaire, you should focus
your efforts on properties within 10 miles of where you live. Even though you’ll be using a
property manager to handle the day-to-day activities, it’s much easier to farm neighborhoods
that are nearby. If you’re going to allocate four hours per week to real estate investing, you don’t
want to spend most of it driving back and forth instead of locating properties. When you stick
close to home, you live in the center of the area you are farming. That means you can be
looking for investments almost from the time you pull out of your driveway. In addition, it’s
comforting to be able to drive by your properties on your way home from your real job. Be very
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wary of acquiring properties that are a considerable distance from where you live and regularly
travel. As the old saying goes, “The grass always seems greener on the other side of the fence.”
Just remember that it has to be mowed too. 

Mistake number 10: Buying something other than basic rental property. Once you’ve built
a portfolio of basic rental properties, you’ll be tempted to reach out and buy some more exotic
properties, such as ranches, hotels, motels, or condominiums in Hawaii. It’s a lot like the board
game Monopoly®. After you’ve been playing the game for a while, you get bored with the little
green houses and you want to buy some big red hotels. That thinking will usually get you into
trouble until you become wealthy enough to withstand the risk. Stick with bread-and-butter
rental properties until you establish a solid cash flow before moving on to larger properties. A
good rule of thumb is to limit new purchases to not more than 15% of what you own at the
time of the purchase. This means if you own 40 units, it’s probably safe to buy a 6-unit building.
If you move to larger properties too quickly, you risk putting yourself in a position where the
tail can wag the dog.

Mistake number 11: Forgetting the basic difference between investing and speculation.
Specifically, it’s gambling on prices going up. Throughout this program, you’ve been taught to
buy based on values calculated using the current net operating income. Knowing how property
values and rents have increased over the years, you will be tempted to pay too much, hoping
values and rents will increase. That can be deadly. Many investors have gone broke buying real
estate betting on future growth. Don’t do it! 

Mistake number 12: Blanket encumbrances. This is when two or more properties secure a
single loan. Many investors have gotten into trouble because their lenders talked them into
giving blanket encumbrances on most or all of their properties. If you’re buying as we have
taught you, each transaction should stand on its own. Only in rare instances is it sensible to
give lenders a blanket mortgage. If a lender says, “You don’t have enough equity in this property
for me to make you the loan, but I’ll do it if you’ll secure it with more property,” take a second
look at the deal. Often the property they want for additional security is your home. Never do
that! Review mistake number two, on comingling accounts. An important goal of real estate
investing is to provide for your retirement — but don’t put today in jeopardy trying to secure
tomorrow.

Blanket mortgages also limit your options, even when you are only offering other investment
properties as security.

If you ever agree to a blanket encumbrance, be sure that you include release clauses in the
initial loan documents. A typical release clause says that you must pay off the portion of the
loan that applies to the property you want to release, plus a percentage of that amount. It’s
much simpler just to stay away from blanket encumbrances altogether.

Mistake number 13: Buying properties controlled by a homeowners association. This may
seem like a rather unique circumstance, but you’d be surprised by how often it comes up.
Always approach the purchase of condominiums and houses in planned unit developments with
extreme caution. Although homeowners associations do a good job of maintaining a building or
a development, you give up a lot of control. The board of directors of a homeowners association
consists of a group of residents who may have completely different objectives than you. 
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Be wary of investments that put control of your property into the hands of a committee of
strangers. That’s why they call them homeowners associations and not renters associations or
investors associations.

Mistake number fourteen: Procrastination. Procrastination is simply the biggest enemy of
success. If you stall out in the planning stage, you’ll never get ahead. You can study real estate
investing for a lifetime and never know everything you need to know, but you have to get out
there and be willing to risk making a few mistakes. Remember the old adage, “Getting started is
half done.” Do something! Do it now! Get some business cards printed, start passing them out,
go look at some properties, and start making offers! Don’t procrastinate; do it today!
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THE WEEKEND MILLIONAIRE

A NOTE FROM MIKE SUMMEY AND ROGER DAW S O N

Ladies and gentlemen, if you’re serious about wanting to become a Weekend Millionaire, you
have to understand, there ain’t no free lunch. That means you’ll have to invest some time,
inspect some properties, and make some offers.

Happy investing! You now have all the basic information you need. Much of what we’ve taught
you will feel awkward in the beginning, like anything else new, but the more you keep at it, the
more comfortable you’ll become. Each time you inspect a property, make an offer, secure a
loan, or do any of the other things that seem unnatural to you now, you’ll learn and your
confidence will grow. And just remember, four hours a week is a very small price to pay for
financial independence.

Good luck, and we hope you become the next Weekend Millionaire.

Mike and Roger
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ENHANCE YOUR WEALTH AUDIO-LEARNING LIBRARY
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A Proven System for REAL Financial Independence
By John M. Cummuta
22081A / 22081CD

Solomon’s Treasures:
Strategies for Wealth and Happiness from the Richest Man Who Ever Lived
By Steven K. Scott  
23200A / 23200CD

The Automatic Millionaire:
Put Your Financial Life on Auto Pilot and Finish Rich!
By David Bach
23650CD 

Protect Your Wealth:
A Three-Part Plan for Crashproofing Your Career, Finances, and Life
By Thomas Schweich
23180A / 23180CD

The Seven Secrets to Becoming a MultiMillionaire:
How to Multiply Your Wealth Using America’s Finest Companies 
By Bill Staton 
20581AV / 20581CDV 

Ric Edelman’s No-Nonsense System for Building Wealth:
Ric’s Straightforward Plan for Creating and Enjoying Financial Success
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