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“…being rich is having a lot of money, while being wealthy is having a lot of assets that produce money for you”. 
Robert Kiyosaki.

•Rich people have a lot of money, while wealthy people have a lot of assets.

•Rich people often have to work hard to maintain their lifestyle, while wealthy people can afford 

to relax and enjoy their lives.

•The key to becoming wealthy is to focus on building assets, not liabilities.

•Time is the most valuable asset of all.
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Investor: “I want a property that cash flows. Can you 
help me find one?”

Investor: “I’m interested in the property at 
1234 Main Street. At that purchase price I need it to 
rent for $2,900/mo.”

Investor: “I want to create passive income. 

Investor: “I can’t seem to make this property that we went and toured ‘Pencil out’.

Income Expenses
Purchase     $760,000

Cash to Close  $152,000
Mortgage    $608,000 
@7% =$4,045

Monthly Rent    $5,900

$5,900 – $5,549 = 
$351

Cashflow/month
= $4,212/year

Prop Tax $309
Ins. $166

*Mortgage  Pmt $4,045
Prop. Mgmt $453
Vacancy $236
Maint/Repairs    $340

Total Exp. $5,549

The Cash Flow Math
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Example;

Purchase Price = $400 Million

Down Payment = $400 Million

Monthly Rent = $100,000

Yearly Rent = $1,200,000

You can make anything cash flow….
if the down payment is big enough

3/1,000% Return on Investment

4 ways to make money in 
Real Estate Investing

 Cash Flow

 Appreciation

 Depreciation (Tax Savings)

 Equity Build‐up through mortgage Pay‐down
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Net Operating Income (NOI)
Cap Rate

Cash Flow
Cash‐on‐Cash Return (CoC)

Gross Operating Income
Gross Rent Multiplier (GRM)

Internal Rate of Return (IRR)
Capital Gains Tax
Leverage
CapEx
1031 Exchange

Appreciation
Depreciation
Equity
Total Return On Investment (ROI)

Net Operating Income (NOI)
– How the property performs –

Rental income minus monthly recurring expenses
Mortgage payment is not considered

Cap Rate (ie. Return or yield)
Return of the investment – Assumes property purchased with all 
cash – no loan.

Cash Flow
– How your Down Payment performs –

Rental income minus recurring expenses minus loan payment

Cash on Cash Return
Return of Cash invested – How your Down Payment performs

How the Property performs

How the Cash invested performs 
(down payment)

%

$

%

$
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Income Expenses
Purchase     $760,000

Cash to Close  $760,000
Mortgage    $0 
@7% =$0

Monthly Rent    $5,900

$5,900 – $1,504 = 
$4,396

Cashflow/month
= $52,752/year

Prop Tax $309
Ins. $166

*Mortgage  Pmt $0
Prop. Mgmt $453
Vacancy $236
Maint/Repairs    $340

Total Exp. $1,504

Net Operating Income (NOI) & CAP Rate

Income Expenses
Purchase     $760,000

Cash to Close  $152,000
Mortgage    $608,000 
@7% =$4,045          

Monthly Rent    $5,900

$5,900 – $5,549 = 
$351

Cashflow/month
= $4,212/year

Prop Tax $309
Ins. $166

*Mortgage  Pmt $4,045
Prop. Mgmt $453
Vacancy $236
Maint/Repairs    $340

Total Exp. $5,549

Cash Flow & Cash On Cash Return
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1% Rule
Cash Flow

Gross Operating Income
Gross Rent Multiplier (GRM)
Net Operating Income (NOI)
Cap Rate

Internal Rate of Return (IRR)
Capital Gains Tax
Leverage
CapEx
1031 Exchange

Cash Flow
Appreciation
Depreciation
Mortgage Pay‐down (by your tenants)
= Total Return On Investment (ROI)

Total Return On Investment

-
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Fourplex

Market Rent: $5,900

Year Built: 1958

Purchase Price: $760,000

Total Return On Investment

-
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Fourplex

Market Rent: $5,900

Year Built: 1958

Purchase Price: $760,000

Year 1 Rate of Return
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Income Expenses
Purchase     $760,000

Cash to Close  $152,000
Mortgage    $608,000 
@7% =$4,045

Monthly Rent    $5,900

$ 5,900 – $5,549 = 
$351

Cashflow/month
= $4,212/year

Prop Tax $309
Ins. $166

*Mortgage  Pmt $4,045
Prop. Mgmt $453
Vacancy $236
Maint/Repairs    $340

Total Exp. $5,549

The Cash Flow Math

$4,212/$152,000
(Annual CF / Cash Invested)

Cash Flow
2.8%

Year 1 Rate of Return

2.8%
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Depreciation
For residential properties we depreciate over 27.5 years

Purchase Price: $760,000

Land Value 15% / Building Value = 85%

$646,000 / 27.5 yrs = $23,490.00
18% tax on $95,000/yr = $17,100

[Adjusted Income] $95,000 – $23,490 =    $71,510

18% tax on $71,510/yr = $12,871
Total Tax Savings = $4,229

$4,229/$152,000
(Tax Savings/ Cash Invested) = 2.8%

Assumptions
$95,000/yr
18% Tax Bracket

$4,212/$152,000

(Annual CF / Cash Invested)

Cash Flow
2.8%

Year 1 Rate of Return

Depreciation

$4,229/$152,000

(Tax payment savings/ Cash Invested)

2.8%

5.6%
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Appreciation
 Purchase Price  $760,000

 4% appreciation $30,400

Value @ purchase = $760,000

Value after YEAR 1 (4%)= $790,400

Profit = $30,400

$30,400/$152,000
(Appreciation (effect on cash)/ Cash Invested) = 20%

If the PROPERTY went up by 4% (or $30,000),
What did that do to the value of my $152,000 CASH invested?

Year 1 Rate of Return
Appreciation

20%

$30,400/$152,000

(Appreciation / Cash Invested)

25.6%

$4,212/$152,000

(Annual CF / Cash Invested)

Cash Flow
2.8%

Depreciation

$4,229/$152,000

(Tax payment savings/ Cash Invested)

2.8%
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Equity - Mortgage Reduction
 $608,000 Loan @ 7% Monthly Payment = $4,045 [Annual Payment = $48,540]

Year Interest Principal
Year 1 $42,364 $6,176
Year 2 $41,917 $6,622
Year 3 $41,439 $7,101
Year 4 $40,926 $7,614
Year 5 $40,375 $8,165
Year 10 $36,965 $11,575
Year 15 $32,131 $16,409
Year 20 $25,278 $23,262
Year 25 $15,563 $32,976
Year 30 $1,791 $46,749

Principle paid per year 
Yr. 1: $6,176/ $152K = 4.1%
Yr. 5: $8,165/ $152K = 5.4%
Yr. 10: $11,575/ $152K = 7.6%
Yr. 20: $23,262/ $152K = 15.3%
Yr. 25: $32,976/ $152K = 21.7%
Yr. 30: $46,749/ $152K = 30.8%

Year 1, $6,176

Purchase$760,000
Loan $608,000

Purchase$760,000
Loan $601,824Sold after Year 1 Down Pmt $152,000

Net Loan $6,176

Year 1 Rate of Return
Appreciation

20%

$30,400/$152,000

(Appreciation / Cash Invested)

29.7%

$4,212/$152,000

(Annual CF / Cash Invested)

Cash Flow
2.8%

Depreciation

$4,229/$152,000

(Tax payment savings/ Cash Invested)

2.8%

$6,176/ $152,000

(Annual Principal Paid/ Cash Invested)

4.1%

Mortgage Reduction
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Year 1 Fixed/Certain Returns

6.9%

$6,176/ $152,000
(Annual Principal Paid/ Cash Invested)

4.1%

Mortgage ReductionDepreciation

$4,229/$152,000

(Tax payment savings/ Cash Invested)

2.8%

Year 1 Speculative Return

22.8%

$4,212/$152,000

(Annual CF / Cash Invested)

Cash Flow
2.8%

Appreciation
20%

$30,400/$152,000

(Appreciation / Cash Invested)
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Year 1 Cash Now

5.6%

$4,212/$152,000

(Annual CF / Cash Invested)

Cash Flow
2.8%

Depreciation

$4,229/$152,000

(Tax payment savings/ Cash Invested)

2.8%

Year 1 Cash Later

24.1%

$6,176/ $152,000
(Annual Principal Paid/ Cash Invested)

4.1%

Mortgage Reduction

Appreciation
20%

$30,400/$152,000

(Appreciation / Cash Invested)
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Year 1 Rate of Return
Appreciation

20%

$30,400/$152,000

(Appreciation / Cash Invested)

29.7%

$4,212/$152,000

(Annual CF / Cash Invested)

Cash Flow
2.8%

Depreciation

$4,229/$152,000

(Tax payment savings/ Cash Invested)

2.8%

$6,176/ $152,000

(Annual Principal Paid/ Cash Invested)

4.1%

Mortgage Reduction
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How does our return look at
YEAR 10

Year 10
Rate of 
Return
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$20,277/$152,000
(Annual CF / Cash Invested)

Cash Flow
13.3% Appreciation

28.5%

$43,320/$152,000

(Appreciation / Cash Invested)

$11,575/ $152,000

(Annual Principal Paid/ Cash Invested)

7.6%

Depreciation

$4,229/$152,000

(Tax payment savings/ Cash Invested)

2.8%

Mortgage Reduction

52.2%

Rate of ReturnYear 10

Not a 10 yr. Cumulative Return – Just in year 10
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Equity Capture
YOU MAKE YOUR MONEY 
WHEN YOU BUY
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Equity Capture
YOU MAKE YOUR MONEY WHEN YOU BUY

 Property Value   $800,000

 Your price ‐$760,000

 Instant Equity $40,000

$40,000/$152,000 = instant equity of 26% on cash invested.

Divorce
Death
Job relocation
Out of control owner
Out of state owner
Soured investor
Too much debt

Why would anyone sell at a discount?

100’s of upgrades you can make to a property to improve the value
First Impressions Count

 Create Another Bedroom

 Add a Bathroom

 Refresh Landscaping

 Upgrade Appliances

 Upgrade Windows

 Upgrade Kitchen & Bath

 Adding Storage/Shed

 Add a Fence (for pet friendly homes)

 Pressure Wash Exterior

 Knock Down a few Walls

Sweat Equity

 Covered Parking

 Add Parking

 LVP Flooring

 Paint

 Upgrade Lighting

 Upgrade HVAC

 Flexible Pet Policy

 Change Management

 Add Smart Home Technology

 Maximize under-stair space
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10 year avg. = 2.32% per year

10 year inflation

Annual rental increase rates over the same time period

10 year avg. = 6.9% per year
15 year avg. = 5.2% per year
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30 Yr ‐ Property Value Appreciation

20 year avg. = 5.4% per year
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 100  10  3  1 
Rule

Look at 100 
properties

To find 10 that you 
would like to offer on To make offers on 3 To close on 1
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Networking
Build your professional network
NU REIA
SLC REIA
UT REIA

Digital Marketing
Driving for Dollars /Door Knocking / Phone Prospecting

FSBO’s
Real Estate Agents (That knows investments)
Browse Expired Listings
Online Databases
Other Investors
Probate Agents
Auction Sales
Search Public Records for Foreclosures
Wholesalers
Direct Mail Marketing
Start With Your Own Home or Family Member Home

Conventional Mortgage
Seller Finance
Private Money 
Hard Money
Tapping Home Equity
Cross Collateralization
Joint Venture Partnership 

(working partner | money partner)
Lease Option/Purchase
Self‐Directed IRA
Crowdfunding

Get Creative in finding a 
Property With a Twist
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Do the MATH, and 
The MATH will tell 
you what to do!

CLOSE
- You’ve done the work -

NOW is NOT the time to get COLD FEET
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Review

Why Invest Now?

The deal of the decade comes along about once a week.– Dolf De Roos
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Start small, reinvest, grow

2 4 6 8 10 12 14 16     18  20  22My Years Investing

Start small, reinvest, grow
It’s a marathon, not a sprint

Questions?
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