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IntroductionIntroduction 	  	  
 

“Always continue the climb. It is possible for you to do whatever you choose, if you first 
get to know who you are and are willing to work with a power that is greater than 

ourselves to do it.” 
 

-Ella Wheeler Wilcox 

 
 
FIRST, LET ME congratulate you on your decision to get out of debt and get on the 

path to living a wealthy life.  That goal may seem far off at the moment, but the steps 

you’re about to take will get you on the right path.   
 
I’ve designed this process to be completed in the next 60-Days.  This is where you’re 

going to create your own 60-Day Money Miracle.  While the real benefits of this 60-Day 

Money Miracle may not be evident for several years in the future, the actual miracle 

itself can be achieved in just two months.   
 
Bad financial and spending habits are hard to break, but over the next 60-Days if you 

follow the plan I outline in this part of the book, you’ll be able to overcome the 

tremendous gravity of habit and create some new habits that will help you reach your 

financial goals.  The hardest part is just getting started. 
 
Once you’ve broken those bad habits and have a solid plan in place, you’ll begin to see 

very tangible benefits, like more free cash flow, more income, less stress and more 

confidence.  All these benefits will motivate you to stay the course and continue on the 

path to your ultimate goal of total debt freedom. 
 
It’s going to take some time to accomplish all the steps in this part of the process.  You 

may have to clear your schedule a bit so you can devote some time and attention to this 

very important work.  Think of it as an investment in yourself.  While making sacrifices 

is never fun, the reward you’ll get in the very near future will be well worth it. 

' ' 
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I’m confident you can do it if you follow this plan.  In 60-days or less you can completely 

change your financial future and experience your own 60-Day Money Miracle. 
 

When it comes to money, most of us are our own worst enemy. In fact, most of the 

money challenges you’ll probably face in your lifetime are self-inflicted. If you’re not 

convinced, see if any of the following describe you and your situation: 

 

 We lease a car we really can’t afford—because we can "afford" the monthly payment. 

 We buy a bigger house than we need—because we can "afford" the introductory 

payment made unrealistically low by an adjustable rate mortgage. 

 We forget to do the math on what an upward tick in interest rates will do to the 

monthly payment we can just barely afford. 

 We’re under great stress at work and we really need a vacation, so we max out the 

one credit card that still has any credit left on it. And we don’t give any thought to the 

possibility that we could be laid off next month. 

 We spend the anticipated bonus before we get it—and then are shocked when it’s not 

as big as we thought or, worse, when it doesn’t come at all. 

 We make most of our investments by blindly taking the advice of others, who we 

consider to be smarter or more experienced than us, and then are surprised and 

confused when we lose money 

 

Each of these—and many other—scenarios describes a scene that starts out looking and 

feeling great: Wrapping yourself in the luxury of those new leather seats, moving that 

first (likely just purchased—on credit) piece of furniture into the brand new house on 

the hill, basking in the warmth of the Caribbean sun. The problem comes when we have 

to face the debt we’ve added to the debt we already can’t afford. We always enjoy our 

new "stuff" at the outset, but, in the end, nobody I’ve ever met enjoys having money 

problems and dealing with the tremendous stress and anxiety that come with them.  

 

For most of my professional career I’ve traveled the world teaching people just like you 

about money and investing—about creating wealth. Hundreds of thousands of people 

have attended my seminars and purchased my training courses over the years. I’ve had 
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the opportunity to interact with people from every walk of life, from the poorest to the 

richest.  

 

It’s clear to me that today, more than ever, nearly everyone has money problems. We 

know the causes: gas prices at record levels, which affects everything else we buy; the 

drop in real estate values; upticks in interest rates on credit cards that already had us 

stretched; unemployment rates that have directly affected too many of us, and 

precipitous drops in the stock market. Unfortunately, few of us realize that we can still 

control our financial circumstances, and fewer still know how to eliminate the problems 

we’ve created (with a little help from outside sources). 

 

I’d like to help. 

 

Despite the problems we create for ourselves, I’m convinced that everyone would make 

better choices with their money, if they only knew a better way. Most money problems 

are the result of a lack of knowledge, not a lack of good intentions.  

 

That’s my motivation in writing this book. I’d like to help you crush debt, build wealth 

and retire rich, eliminating money problems from your life forever. In the pages that 

follow, I’m going to share with you some powerful tips and strategies that will help you 

eliminate debt forever and build your wealth quickly to help you get on the path to living 

a wealthy life, whatever that means to you.  

 

I’m convinced that in just 60-Days time you can determine where you’re at financially, 

identify your financial strengths and weaknesses, create a powerful plan to change your 

financial destiny, and begin to develop the new good habits that will keep you on track 

for the balance of your life.   

 

That’s why I call this the 60-Day Money Miracle.  Once you see the power of this new 

path, I’m certain you’ll find the confidence and discipline to stick with it.  It’s not easy 

and there will certainly be challenges as you go through this process, but I want to 

reassure you that you can do it, and the results are worth it.  In just two short months 

you can be on a path that will provide you with a lifetime of financial security that is free 

of money stress. 
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I’ve personally experienced the extremes of the money spectrum. I’ve been buried in 

personal debt beyond my means to pay, and I’ve enjoyed tremendous prosperity and 

freedom from money challenges. I’ll tell you right now that financial freedom is far 

better than the feeling of stress and anxiety you get when you’re in debt beyond your 

ability to pay.  

 

There are so many myths about money in our society that it’s hard to know what’s truth 

and what’s fantasy. Here are a few I’ve come across: 

 
 If I can afford the payment, I can afford the house, the car or the entertainment 

center (pick your poison). 

 I can live a simpler lifestyle when I retire so I don’t need as big a nest egg. 

 Inflation won’t affect my buying power. 

 I don’t have to save today because I’ll be making more later in my career and can 

catch up then. 

 I’m young so I can take bigger financial risks. 

 The size of my paycheck, not my savings or investment account, is what tells me I’m 

rich. 

 If I make a good income, I’m assured of becoming wealthy. 

 I can get big returns on my investments without taking risk. 

 The guys on Wall Street can get me better returns on my investments than I can get 

on my own. 

 

I’m going to attempt to dispel a few of those myths and tell you in simple terms what it 

takes to get financially fit. You may be surprised, but with a few simple strategies and 

the discipline to stick with your plan, you can be totally debt-free faster than you ever 

imagined possible and start building real wealth for you and your family, using just your 

current income. It’s not only possible, it’s very doable—and I’m going to show you how! 

 

I wish there were a magic pill we could take to solve all of our money problems. It’s 

simply not that easy. Money problems seem to follow most of us like a shadow. The good 

news is that there are many solutions to help you get out of debt and start building real 

wealth. Unfortunately, most people wait too long to deal with their serious money 

problems. Much like the warning signs of bad health, the longer you wait, the fewer 

options there are to help you get back on track.  
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In addition to providing some simple, proven strategies that will help you get your 

financial house in order, I hope to inspire you and motivate you to want a better life. 

Your destiny—and I’ll bet your desire—is not to live a life full of financial challenges but 

to enjoy life to the fullest. 

 

Likely, you’re reading this book because you’ve come to a point in your life where you 

finally realize you need to make some significant changes in order to reduce the stress 

money is creating in your life. If you’re not completely convinced you’re there, see how 

many of the following describe your situation: 

 

 I’m behind on my mortgage. 

 I make only the minimum monthly payments on my credit cards. 

 I use my credit cards to buy groceries and other essentials because I’m out of cash. 

 I frequently take out payday loans to make it to my next paycheck. 

 I have no savings of any kind. 

 If my car broke down tomorrow, I don’t know how I’d get to work or afford to fix it. 

 If I lost my job today, I would be in financial trouble in less than 30 days. 

 Money problems are affecting my relationship with my spouse and family. 

 I feel poor. 

 I’m worried about my car being repossessed. 

 I’m working two jobs and still not getting ahead. 

 I’m afraid others will find out I’ve got money problems. 

 I’ve overdrawn my checking account recently. 

 I’ve had a credit card declined while attempting to make a purchase. 

 I’ve got some money to invest but I have no idea where to start 

 I’ve got a retirement plan, but I don’t know if it’s working or not 

 I lost money on an investment and have no idea how it happened. 

 I have no idea if I’ll have enough money to sustain my lifestyle when I retire 

 I’m already retired and I’m worried I’m going to run out of money 

 

Facing any one of the items on that list can create tremendous stress, and many of us are 

faced with several. So, if you’ve decided it’s time to find a little more peace of mind, then 

this book may be the most important book you’ll ever read. 
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When you have money, the thing you value is your time. So the first thing I want you to 

do, as you contemplate making a change for the better, is to start thinking about how the 

decisions you make with your money are costing you time. The obvious way to look at 

that is to see how much time (and energy) you’re currently spending on worrying about 

your money. 

 

Beyond the obvious, though, I want you to see that every time you spend money on a 

discretionary item, you delay your financial freedom that much more. You may feel you 

really need that new car, even though the old one runs fine, because you don’t have the 

latest model. But if you stop to realize that the $10,000 you’re going to spend on that car 

will end up costing you $30,000 by the time you pay all the finance charges over the 

next five years, you may start to see that the old car doesn’t look so bad after all. That 

$30,000 you’ll spend on your car for a few years of enjoyment may delay your 

retirement by a couple of years. When you think of that $10,000 as costing you a couple 

years of financial freedom, perhaps you’ll look at the decision to spend that money a 

little differently. 

 
When you realize how valuable your financial freedom is, it’s much easier to make the 

sacrifices that are necessary to make some serious progress toward your goal of a debt-

free life. I’m convinced that most of us dream of a better life than we’re living right now. 

We all desire to live the lifestyle of our dreams.  

 

How would your life—and your use of time—be different today if you didn’t have any 

credit card bills to worry about how you’re going to pay? What if your home was paid off 

and you owned the cars you drive? How would you feel if you had a little money in the 

bank for an emergency or to spend on something you would really enjoy, like an exotic 

vacation with your family? That paints a pretty appealing picture, doesn’t it? 

 

Well, there are no shortcuts to financial freedom. You can’t do this halfway and expect to 

reach your goal. You must be fully committed to reaching your goal of a debt-free and 

wealthy life because anything less simply won’t get you there. 
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There are literally hundreds of diets that will help you lose weight – if you follow them. 
But there isn’t a diet I’ve ever seen that will help you lose weight just by reading about 

it. It’s the same with eliminating debt and creating wealth. It won’t happen to you by 

accident or by osmosis. To create a debt free and wealthy life, you have to take action. 

Now that you have this book, the only thing standing between you and a debt-free, 

wealthy life is you! 

 

Right now, you’re likely separated from your dream of a better life by a huge canyon 

called debt. We can see that better life on the other side—and we tell ourselves we’d do 

anything to get there—but we’re standing on the opposite side of the canyon with our 

toes hanging over the edge, and we can see no way across. If you accept that image as 

your reality, you’re more than likely going to find yourself eventually falling headfirst 

into the canyon of financial ruin. But if your image is of a better life and the peace and 

security that come with it, this book can help you get there. It contains the tools and 

strategies you’ll need to build the bridge across that canyon. Doing so will take work and 

sacrifice. It won’t happen tomorrow. There will likely be a few bumps in the road along 

the way. But the peace, satisfaction, and security you’ll find will make the hard work 

worth it. 

 

There is no such thing as a get-rich-quick program. I’ve seen them all, and they simply 

don’t work. The formula you’ll learn in this book is what I like to call the "get-rich-

eventually" approach. I might sell more books if I told you my magic strategies will get 

you out of debt in a year, but it wouldn’t be true.  

 

I’d much rather measure the success of this book in how many people are able to start 

seeing some success in their financial lives by eliminating the tremendous burden of 

debt and enjoying a little more financial freedom in their lives. The success of this book 

will not be measured in sales or royalties, but in your personal financial success. I look 

forward to hearing your success story.  

 

You can live a debt-free, wealthy life, and it all begins with your first step. You hold in 

your hands the map to take you to that goal.  Now it’s time to create your own 60-Day 

Money Miracle.  Enjoy your journey.
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Chapter	  1 

 
 

	  	  
ItIt ’’s	  Time	  for	  a	  Cs	  Time	  for	  a	  Changehange 	  	  

 

“If you want to succeed you should strike out on new paths, rather than travel the 
worn paths of accepted success.”  

 

-John D. Rockefeller 

 
 
 

OVER THE COURSE of my career, I’ve experienced the financial highs and lows that 

come with being an entrepreneur. I’ve enjoyed the feeling of accomplishment that 

comes with starting a successful business and the financial rewards that often 

accompany that success. I’ve started and built companies that have sold hundreds of 

millions of dollars of products to thousands of people all over the world.  

 

My success has afforded me the opportunity to enjoy the lifestyle of my dreams. I live 

with my family in a beautiful home at the foot of a spectacular mountain range. I have a 

vacation home in the mountains outside of Park City, Utah, where we go to unwind and 

enjoy snowmobiling in Utah’s backcountry. I drive the cars of my dreams and vacation 

to exotic locales around the globe. I have a great life and feel very blessed.  

 

I have the freedom to do what I want pretty much whenever and with whomever I 

choose. I like to think that I understand what it means to be financially free, and I’m 

going to share with you the secrets that can help you get there yourself.  

 

 

 

' '  
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I’m convinced that part of my deep appreciation for being free financially comes from 

the fact that I’ve also experienced the stress and anxiety associated with being in debt 

and not being able to meet my obligations. I know, first hand, that the burden of debt is 

debilitating and overpowering. After experiencing tremendous success very early in my 

first business shortly after graduating from college, I encountered some severe 

challenges that brought the good times to an almost immediate halt.  

 

At the time, I was working harder than I ever had in my entire life—and barely making 

enough money to pay my employees and keep the business afloat. The situation 

deteriorated to the point where I stopped taking a paycheck. I thought I had enough in 

savings to last far longer than it actually did (first mistake—I didn’t stop to carefully do 

the math), and I quickly went through everything I had socked away.  

 

I then ran up five-figure balances on my credit cards because I was determined to 

sustain my comfortable lifestyle—all the while thinking that when things turned around, 

I would just pay them off. I began consciously spreading my purchases over different 

credit cards to keep the balances down. I would transfer the balance on one card to a 

new card to avoid having to make a payment. I used the promotional checks I got in the 

mail to make payments on my existing credit cards because I didn’t have the cash to pay 

them any other way. I opened and read every credit card offer I received in the mail to 

see if I could use it to avoid a payment or get a higher credit limit. 

 

Each day when I woke up, the first thing that popped into my head was the tremendous 

money challenges that awaited me at my office. Plus, it was impossible to leave my 

problems at the office because they impacted every single part of my life, including my 

relationship with my wife, my children, and my friends. 

 

After having enjoyed such great success for so many years, my fear of having others see 

that I was struggling and on the brink of failure kept me from dealing with the realities 

of my situation and contributed to it getting worse. My pride kept me from letting those 

most dear to me—my wife and family—know of my financial challenges. Ironically, these 

are often the ones who can offer the most assistance in dealing with and overcoming 

such challenges. (And these are also the ones we can destroy our relationships with if 

we’re not forthcoming.) 
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When things got so difficult that I didn’t think I could take it anymore, I would escape to 

the golf course. It was the one place where I could forget about my problems for a few 

hours and focus on something else.  Most people I know have a place they can go to 

escape the pressures of life. For some it’s a walk in the mountains, and for others it’s 

skiing or going for a drive in the country. At the other end of the spectrum, there are 

alcohol and drugs, which inevitably create even bigger challenges. 

 

Many of us find our escape from reality somewhere in the middle, often in a place that 

has contributed to our financial problems. I’m talking about those who spend money to 

drown their sorrows. I’m not sure what the psychology is, but buying something new 

(or, fine, playing too much golf) always seems to make us feel better. When it comes to 

eliminating debt and living a wealthy life, this is the worst possible plan. While we may 

find some temporary solace in our "happy place" spending money we don’t have, it’s not 

going to help us solve our money problems. When the joy of that new outfit ends (which 

usually happens before the credit card bill arrives), we’re still faced with the reality that 

we are living a life we simply can’t afford. As I’m sure you guessed, none of my trials 

were solved while I was out on the golf course, and often they actually got worse. 

 

As my financial challenges became more and more difficult to hide, I had to deal with 

the embarrassment and humiliation of having those close to me find out that the guy 

they thought was so successful for all these years was really in debt and on the verge of 

financial ruin.  

 

I finally decided to stop feeling sorry for myself and take some action. The first thing I 

did was to stop using credit cards to live on. I cut my lifestyle back to a level where I 

could afford it with the income I made. I shared with my spouse the details of our 

situation and asked her to help me control our expenses until we were back in the black 

(which she graciously did). We stopped eating out and started paying extra toward our 

credit card balances. Dealing with my personal finances gave me more time and energy 

to deal with my business situation. When the business got turned around and my 

income stabilized, I consolidated my debts to my lowest interest credit line and used 

every spare dollar to pay that down fast. In addition, I sold my boat, my truck, and all 

my other toys to eliminate my credit card debt. 

 

 

 



 
 

 
 

16 

 

It took about a year after taking these drastic—and sometimes humbling— measures to 

get back in control. I still wasn’t rich, but I finally had some peace of mind, and I knew I 

would do anything in my power to avoid dragging myself back into that hole ever again. 

For me, the lesson was learned. (Sadly, for some, they have to learn it over and over and 

over again.)  

 

I’ve met dozens of people who have experienced similar challenges, turned things 

around, and gotten back on top of the mountain. In talking with these people, I’ve found 

that the one trait they all have in common is that they finally grew tired of living a life 

full of stress and anxiety about money, and they set their minds to doing something 

about. It wasn’t just a casual change of heart, but a total and complete conviction to do 

whatever it took to improve their financial life. 

 

I understand that some have faced circumstances beyond their control or been hit with 

just plain bad luck. Even so, we’re in control of how we respond to such circumstances, 

financially and otherwise. The simple truth is that in order for you to change your 

financial course, you need to stop feeling like a victim, accept responsibility for your 

poor money decisions, and begin to take control of your money, rather than letting your 

money control you. 

 

Let’s face it, the reason we get in trouble in the first place is by spending more money 

than we make. The only way to get back on track is to make some temporary sacrifices. I 

use the word temporary intentionally here, because if you make the necessary sacrifices 

to get back on the right path financially, you’ll eventually find yourself in a better 

financial position to afford a few of life’s simple luxuries. The more temporary sacrifices 

you’re willing to make to scale down the lifestyle you can’t afford, the sooner you’ll be 

debt-free. 

 

If you’re like most people, you’ll be able to find enough fat in your monthly budget to 

free up the cash flow you’ll need to eliminate your debt fast. Once you make those initial 

sacrifices, you’ll probably find at least a dozen other things that really are not that tough 

to do without. That means you’re making progress, because it’s not likely you’ll make the 

same mistake again. You know the saying, "Fool me once, shame on you; but fool me 

twice, shame on me." Once you see the foolishness of your past poor decisions, you’ll be 
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wiser when the same situations present themselves again, and I can assure you they will 
present themselves again! 
 

Here’s a little exercise to help me prove this point. Ladies, go look in your closet and 

identify all the clothes you haven’t worn in the last year. You’ll likely be surprised at how 

many items fall into that category. I’m willing to bet that if you were to take these outfits 

to the local thrift store, you’d probably never miss a single one. You’d still keep all the 

clothes you like to wear, and you’d free up a ton of space in your closet. Who knows, 

some of those items may even have enough value to others that you could sell them on 

eBay to help pay down your debts. But I guarantee that you’ll find a lot you could do 

without and still have plenty to wear. 

 
Now, men, let’s take a quick trip to the garage or the storage shed and do the same 

thing. You and I both know that we boys like our toys. And I’ll bet there are some toys or 

tools that simply sit and collect dust. They’ve sat long enough. Let’s turn them into 

money to help take our lives back. 

 

I have a couple of boys who know their way around the computer pretty well, and if I 

offer to pay a little commission, they seem to be able to sell anything I give them online. 

Later in this book, I’ll share with you lots of simple strategies you can use to find the 

buried treasures in your home to help you get out of debt faster than you ever thought 

possible. Who knows, if you’ve got a lot of stuff, maybe this isn’t going to be that painful 

after all. 

 

At this point, I just want you to know that this transformation from where you’re at to a 

debt-free and wealthy life can happen to you. Both are closer than you ever imagined, 

but nothing will ever change if you don’t make the decision right now that you want 

something better.  If you follow the steps outlined in this book, you can be on the right 

track in just 60-Days.  Decide today that you want to create your own 60-Day Money 

Miracle. 

 

Most of us dream of a better life and imagine what it would be like to be debt-free and in 

a position to spend money on things we want without feeling guilty or digging ourselves 

into a bigger hole of debt. The problem is that after dreaming of that better life, we wake 

back up in reality—and all our problems are still there. For many, the dream of a better, 
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more financially secure life is nothing more than a fantasy. It’s something we dream of 

but know we’ll never achieve. 

 

The difference between people who turn their dreams into reality and those who only 

fantasize is whether they are willing to make the sacrifices necessary to change course 

and get on the path to financial freedom. Those who realize their dreams know that if 

they don’t sacrifice and change their spending and saving habits, that better life will 

never come.  

 

I wish I could say there is a simple fix that will make all your money problems go away, 

but there simply isn’t one. It takes a multitude of poor decisions over an extended period 

of time for most people to get into debt. It’s going to take some good decisions over time 

to get out of it. The good news is that it’s not hopeless. You can have a better life and it 

can begin to change almost immediately—if you’re willing to follow a few simple steps 

and then stay the course. 

 

If you follow the steps I’ve outlined in this book, I’m confident that you will start to see 

positive changes in your financial situation in a matter of days. You won’t have to wait 

months or years to see that you’re making progress, and your confidence will grow with 

each new success. When you start to see success, you’ll be inspired to keep doing what 

you’re doing—and do more to stay the course. Your confidence and commitment will 

grow with each new success. The hardest part is taking that first step. 

 

Here’s a little analogy I like to use to illustrate the importance of taking that first step 

towards a debt-free wealthy life 

 

When it comes to our physical health, we know to go see a doctor when we don’t feel 

well. The doctor checks us over to determine what’s wrong, and then prescribes some 

medicine or treatment to help us heal. If we do what the doctor says, we can return to 

perfect health. 

 

Many Americans are financially sick right now. They have all the symptoms, and their 

circumstances are only getting worse. This book is your financial medicine. Following 

the steps outlined in this book is your prescription for a better financial life. Decide 

today that you want to be financially well—and then make it happen! 
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Chapter	  2 

 
 

	  	  
Money	  Matters	  101Money	  Matters	  101 	  	  

 
“Banking is necessary; banks are not.” 

 
– Bill Gates 

 
 
 

TO MOST PEOPLE, money is one of life’s greatest mysteries. We never seem to have 

enough, and we don’t know how to change our situation. After we pay all our monthly 

obligations, there’s never enough money left over to do even a few of the things we 

would really enjoy, like travel, take up a new hobby, buy a vacation home or a nicer car. 

The thought of all those things we can’t have is one of life’s harshest realities. 

 

I’ve had a lot of experience with money—good and bad—which has taught me a few 

simple lessons: 

 

1. We all have money problems. 

2. Society does a lousy job of preparing us to deal with everyday money issues. 

3. Debt is the single biggest obstacle on the path to wealth. 

4. Poor money decisions create some of the biggest personal challenges you’ll face in 

your life. 
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WE ALL HAVE MONEY PROBLEMS 
 

My first job after college was in the brokerage industry. I worked in a firm in Southern 

California along with about 100 other brokers, selling investments by telephone to 

people all over the country. 

 
Having just come from the world of a starving student, my life was pretty simple. During 

my years as a student, I thought about having a nicer apartment and driving a new car, 

but those things were simply not possible with my meager student income and very 

limited savings. 

 

Then I walked into a world where some of the guys in our firm made great money. They 

lived in glamorous beach towns and had homes overlooking the ocean. They drove to 

work in their BMWs or Mercedes. They wore the nicest suits, and they worked in the 

biggest offices. 

 

In the brokerage where I worked, everyone’s sales numbers were posted on a wall by the 

sales manager’s office for everyone to see each morning. It was no secret how much 

money these top producers were making. Their names were at the top of the list almost 

every single day, while mine was nearer to the bottom. Compared to my commissions, 

these guys and gals were rich. 

 

I remember one day at my desk thinking that if I made as much as they did, I wouldn’t 

know what to do with it all. How could I possibly spend that much money? 

 

One day I overheard one of the top producers talking with another broker about the 

severe money challenges they were facing. They were both behind in their house 

payments and were worried that a repo man would show up in the company parking lot 

and take away their cars. It was a total shock to me that someone who made as much 

money as these two did could possibly be in the kind of financial jam they were 

describing. 
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Many years later, after going through my own personal financial challenges that I 

described at the beginning of this book, I learned that the size of your paycheck has less 

to do with your financial happiness than you might imagine. One of the great money 

myths is that the bigger your paycheck, the faster you’ll get wealthy and the less money 

stress you’ll have. Sure, making more money gives us the potential to accumulate wealth 

faster, but I think you’d be surprised by how many times it doesn’t work that way. Why? 

Because too many people spend every extra penny they make on enhancing their 

lifestyle rather than building their savings. And the simple reason for that (which I think 

you already know) is that society has us hooked on consumption. 

 

We all know people who have great incomes and yet have nothing to show for it. 

Everything they have is leveraged to the hilt, and they own virtually nothing. They live in 

a big house with a loan for 120 percent of their equity, financed by an interest–only, 

adjustable rate mortgage. They shell out $500-1,000 each month to lease a new 

European sports car—and they own nothing at the end of the three-year lease. They 

wear the latest styles of clothes and hairdos and pay for it all with credit cards that 

charge 18-21 percent on unpaid balances. You know the people I’m talking about. If they 

ever have a hiccup in their job, their financial world will be turned upside down in no 

time at all. 

 

To them, the appearance of wealth is more important than actually being wealthy. It’s 

all a façade that will eventually crumble and leave them exposed—to their family, 

friends, and creditors. They are consumed by consumption. 

 

On the other hand, we all know someone who never made a big salary all their working 

years, but when they retired or passed away, they had significant wealth. They never 

needed that fancy car or boat. They were always content with their simple home and 

lifestyle. They worked hard and saved part of their income every month. They invested 

wisely to make their money grow, and when it came time to stop working, they had 

enough money invested to generate the income they needed to sustain, or even enhance, 

their lifestyle for the rest of their lives. 
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Gladys Holm was a secretary in Chicago who never earned more than $15,000 a year 

during her entire career. She used to visit the kids at the Children’s Memorial Hospital 

and bring them teddy bears. Hardly anyone even knew her name. To most she was 

simply "The Teddy Bear Lady." She often told others she wanted to leave a "special gift" 

to the hospital someday. 

 

When she died in 1996 at the age of 86, Gladys Holm left that special gift in the form of 

an $18-million donation to the Children’s Memorial Hospital. It was the largest gift in 

the 115-year history of the hospital, surpassing a $10-million gift from Ray Kroc, the 

founder of McDonald’s. 

 

Miss Holm lived a simple life, but she was a religious saver and wise investor. She 

started early in life and stuck with her plan—and surprised everyone with her generous 

gift. She was the model millionaire next door. 

 

When my top-producing friend in the brokerage firm revealed his money problems, I 

was shocked. I couldn’t understand how someone who made so much could get in that 

desperate of a situation. But when I finally started to make some good money in my first 

business, I began to understand. 

 

For many, our lifestyle is tied to our paycheck. The second our paycheck increases, we 

immediately increase our lifestyle. It’s a fatal financial mistake that most people make. 

We figure we worked hard for that raise and we want some instant gratification and 

reward. So we go spend the increase to upgrade our lifestyle, with a new car, a bigger 

house, or an expensive vacation. 

 

Typically, we not only spend our raise, but also much more when you figure in the added 

interest of financing a major purchase. We also live in a very payment-driven society. 

We see a little extra money as an opportunity to add another payment to our monthly 

expenses without causing us too much pain. When the money is rolling in, it’s almost 

impossible to think things won’t continue to roll our way. We fall into a false sense of 

security by thinking that financial disaster is something that only happens to other 

people. 
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A good friend of mine owns a car lot and has sold cars his entire adult life. His lot is in a 

part of town where there are many other car dealers. It seems the names on the lots 

change from month to month, yet he’s been around for many years. I was talking to him 

one day about his success, and he told me the secret is to match the payment to the 

customer’s income. What he’s found is that if you can convince someone they can afford 

the payment, they will buy the car, no matter what the price. The world has convinced us 

that the $300 payment is all that matters, not the $30,000 price tag. That’s not reality. 

That’s what all the advertising gurus on Madison Avenue want you to believe so you’ll 

buy their clients’ products and services. Unfortunately, just affording the payment 

doesn’t always mean we can afford the car.  

 

The same is true for a house. That harsh reality was never more apparent in 2008 when 

the housing bubble burst because many homeowners could no longer afford to make the 

payment on their adjustable rate mortgage. In 2008 the global credit crisis has caused 

panic around the world. Everyone is concerned about their bank deposits, their 

investment accounts, and the value of their homes and the security of their jobs. These 

are clearly the most challenging economic conditions we’ve seen since the Great 

Depression. This is no time to sit on your hands and do nothing. This is the time to take 

swift and decisive action to preserve your financial future and take advantage of the 

many tremendous opportunities that always follow times of financial uncertainty. You 

can’t wait to get your financial house in order any longer. You simply must take control 

of your personal financial situation because nobody else cares about your money like 

you do. 

 

Making more money is not always the solution to your money problems. When you 

make more money, the problems may be different, but they are still there. To a family 

that doesn’t make much money and has lots of debt, just paying the mortgage or the rent 

can be a huge financial challenge. 

 

Doctors may have an income many times higher than the average household, but a 

single malpractice claim (justified or not) can wipe them out financially. A simple car 

accident could leave them disabled and unable to continue to practice medicine. As soon 

as the income slows or stops, the reality of their paper wealth comes crashing down.  
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Money challenges seem to rise to match our income. You can’t fully appreciate this until 

you experience it yourself. Trust me, it’s true. The secret to eliminating money problems 

is to make sure we live a lifestyle we can afford. There is great comfort in living within 

our means. 

 

After my own personal financial challenge ended and my financial life was back on solid 

footings, I was talking with my wife one day about how tough things were during those 

challenging times. She made a comment that I will never forget. She remarked, 

"Whoever said money doesn’t buy happiness didn’t know what they were talking about."  

 

Now before you get the wrong idea about my wife, let me explain what she meant. She is 

the most frugal person I’ve ever met. I can’t force her to spend money. I’ll give her some 

money to go shopping for a new outfit, and she’ll come home without having spent a 

penny because she didn’t find anything she liked enough to spend the money on. (I 

know what you men are thinking…what a lucky guy, right?) 

 

What my wife was trying to say is that not having enough money to cover our basic 

needs such as housing, food, and transportation is an unhappy life. I’m pretty sure most 

of you reading this book know exactly what I mean. It’s hard to be happy when you’re 

broke and in debt and have no way to ease your money problems. Money may not buy 

true happiness, but a lack of money almost always leads to an unhappy life. 

 

Learning to control your money is the only way to eliminate money problems. More 

money is rarely the solution. In order to truly change your financial fortunes, you must 

change your behavior and bad habits.  

 
 
SOCIETY DOES A LOUSY JOB OF PREPARING US TO DEAL WITH 
EVERYDAY MONEY ISSUES 
 

When I look back on all my money challenges now, I can see some very simple solutions 

that could have helped me avoid many of them. And, when I go out and teach my 

investment seminars, I often get comments at the end saying, "Where were you when I 

was 20 years old?" It’s a fact that society does a lousy job of teaching us about money 

and debt.  
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I don’t know about you, but I didn’t understand the importance of balancing a 

checkbook until I ran out of money and bounced a check. Most people don’t learn about 

the dangers of high interest credit cards until they max one out and can’t make the 

minimum payment. Lately, a lot of new homeowners discovered the perils of adjustable 

rate mortgages when their homes went into foreclosure because they could no longer 

make the inflated payments. When it comes to our money, there is no more expensive 

way to learn than by making mistakes. I like to think I have a Ph.D. in money and debt 

from the school of hard knocks, where the school colors are black and blue. 

 

Money is a part of life. We can’t survive in this world without a basic understanding of 

money and finance. There are always sharks waiting for us to make mistakes or to take 

advantage of our naiveté and thereby take our money. Unless we know what we are 

doing, we’re easy prey. 

 

And yet I can’t think of a single class I took in high school or college that really prepared 

me to deal with even the most basic principles of money and debt. When you consider 

all the challenges most of us endure because of mistakes we make with money, you 

would think the smart people running our schools would make a basic finance class a 

requirement to earn a degree. 

 

There’s an old saying I love that says, "It’s a wise man that learns from his mistakes, but 

it’s a wiser man who learns from the mistakes of others." You don’t have to make costly 

mistakes to learn how to eliminate debt and become wealthy. There is a better way to 

learn to master your money challenges, and the tips and strategies in this book will 

provide you with a proven process to follow.   

 

When I teach people about investing, they always want to rush to the part about finding 

the next great stock or option to buy. They are often disappointed and impatient when I 

spend the first hour talking about how to put up the safety net to avoid catastrophic 

losses. Too many people never consider the worst-case scenario when it comes to their 

money. I like to plan for the worst and hope for the best. Rarely does the worst case 

become reality, but life is full of unexpected surprises when it comes to money. 
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Eliminating a couple of simple money mistakes is one of the best ways to free up 

additional cash flow to eliminate your debts and accelerate your progress toward a 

wealthy life. When I speak to investors, I often ask them to think about the worst 

investment they made in the past year. Then I ask them to determine what the impact 

on their entire portfolio would have been if they could eliminate that one disastrous 

investment from their results. In most cases, their overall returns would increase a 

minimum of 2-3 percent or more just by eliminating one bad decision. The difference in 

real dollars often amounts to thousands more that they would have earned had they 

taken the time to plan for the unexpected. Take that 2-3 percent annual savings and 

compound it over a lifetime of investing, and you’re talking about some serious money 

that would have a huge impact on almost anyone’s financial situation. 

 

Your money situation is no different. One bad buying decision or debt decision could 

sink you financially—or at a minimum set you back substantially from your goal of a 

debt-free and wealthy live. Before making a new purchase or taking on a new debt, you 

need to consider the worst-case scenario to make sure you can really afford that 

purchase you just can’t live without. The worst-case scenario rarely happens, but it’s 

good to know that with anything short of that, you’ll be in a solid financial position.  

 

I’m not much of a computer wiz, and I’m always amazed when I watch someone who 

really knows what they are doing use a computer. In my business I’ve often had to put 

numbers into a spreadsheet to analyze. I use Microsoft Excel to create my spreadsheets. 

I’m far from an expert, and it often takes me hours to get everything working the way I 

want it to in Excel. On the other hand, I have a partner who is an Excel expert. I love to 

look over his shoulder as he creates a spreadsheet because I always learn a few simple 

keystrokes that will save me tons of time on my next project.  

 

If you want to be debt-free and enjoy a wealthy life, why would you trust anyone who 

isn’t living that kind of life already to teach you? Seek out those who live the life you 

dream of and learn from them. You’ll often find that successful people are happy to 

share the lessons they have learned to help another person who is motivated to have a 

better life. 
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DEBT IS THE BIGGEST SINGLE OBSTACLE ON YOUR PATH TO 
WEALTH 
 
I have three sons ages 22, 19, and 16.  I’m amazed at the amount of mail we get offering 

my two oldest sons credit cards and financing for buying cars and other things. I know 

how unprepared they are for those responsibilities, yet the companies that sell debt 

aggressively target them anyway. I’ll bet you didn’t know this, but the credit card and 

banking industry sends out over four billion credit card offers in the mail every year 

(and that’s just in the United States). In the chapter on managing credit, I’ll tell you how 

to get off their mailing list, but for now, just do like I do and shred them (don’t just 

throw them out, as that can lead to identity theft). You’ll be doing your kids a huge favor. 

 

The fact is that the banks and other companies that sell debt don’t ever want you to get 

out of debt. Just imagine if we all paid off our credit card balances every month, rather 

than just making the minimum payment. These companies would go broke because they 

make money by collecting interest (and late fees) from you. Their business models are 

built around a plan to keep you in debt. (Ever wonder why, when you’ve run up a 

balance on a credit card, the company increases your credit line?) If you only pay the 

minimum monthly payment on your credit cards, you’ll end up paying many times the 

price of the items you bought before you actually pay your balance off. And if you don’t 

stop charging, you’ll never pay them off! The game is rigged in their favor. You have to 

learn how to beat them at their own game. 

 

Debt in America is an epidemic. Right now there is more than $2 trillion in consumer 

debt held by Americans, and it continues to grow at an alarming rate. The average 

American household has over $10,000 in consumer debt, mostly on high-interest credit 

cards.  

 

Not surprisingly, bankruptcies and foreclosures are at their highest levels in decades as 

Americans struggle to pay their debts in a rapidly slowing economy. It’s bad now, and 

it’s only going to get worse unless we learn that we can’t spend more than we make and 

expect to avoid money problems. The current credit crisis is going to accelerate the 

speed at which things worsen. 
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One of the first keys to eliminating debt is realizing that as long as you owe money to a 

bank or another lending institution, you are enslaved to them. They are never going to 

do you any favors to help you retire your debt faster because they don’t want you to. The 

only person who cares about your money is you.  

 

I have a saying that’s proven true a hundred times in my life: "Nobody takes care of 

Ross’s money like Ross." Swap your name for mine, and make this your motto for the 

rest of your life. 

 
The fact that you’re reading this book leads me to believe that you may have some 

money problems on your hands right now. You’re probably carrying a load of debt and 

trying to find a way out of the pressure and stress you feel as a result. Just know that 

eliminating your debt is the single biggest victory you must achieve if you want to be 

wealthy and live the lifestyle of your dreams. It’s not the financial finish line, but it’s a 

significant milestone on your path to wealth. Once you experience the feeling of being 

debt-free, everything else will be easy. 

 
 
POOR MONEY DECISIONS CREATE SOME OF THE BIGGEST 
PERSONAL CHALLENGES YOU’LL FACE IN YOUR LIFE 
 

I would agree with my wife that money won’t buy true happiness, but she and I both 

know that not having enough money to meet our basic obligations is a recipe for an 

unhappy life. 

 

Most of the major challenges you will face in your life will come as a result of a poor 

money decision or a lack of money. I’m talking about really serious things like divorce, 

ruined relationships, substance abuse, failed businesses, lost jobs, and even suicide. 

Research shows that almost 90 percent of all divorces are caused by money problems or 

disagreements over money. 

 

Not having money puts so much additional pressure on us that we often can’t function 

in any part of our life. The stress you feel when you’re broke or in more debt than you 

can handle will affect every aspect of your life.  
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Let’s face it; it’s a whole lot easier to feel good about yourself when you’ve made it 

through a month with money left over—or to see the good qualities in your spouse when 

you’re not upset because he or she just sent your credit card over its limit with an 

unnecessary purchase. 

 

The secret to financial happiness is making sure your values align with your attitudes 

about money. If you really want to be wealthy, you first must clearly understand what a 

wealthy life means to you. How will you know you’ve arrived at your destination if you 

don’t recognize your surroundings?  So the first thing we need to do before we get to my 

simple steps is find out what being wealthy means to you. 

 

A friend of mine sent me one of those feel-good emails with a heartwarming story and a 

powerful life lesson. I don’t often read them, but this one came as I was writing this 

chapter, and it really seemed to make a critical point in a very simple way. I don’t know 

who the original author is, but I thought the story was worth sharing with you. 

 
 
WHAT DO YOU DRINK YOUR HOT CHOCOLATE FROM? 
 

A group of graduates, well established in their careers, were talking at a 
reunion. They decided it would be fun to go visit a favorite professor they had 
all taken classes from who was now retired. They looked him up and arranged 
to visit him the following evening in his home. During their visit, the 
conversation began with stories of their college days, but quickly turned to 
complaints about stress and challenges in their work and personal lives.  
 
The wise old professor was enjoying the lively discussion. As they visited, he 
offered his guests some hot chocolate, and they eagerly accepted. He retired to 
the kitchen and after a few minutes returned with a large pot of hot chocolate 
and an assortment of cups. Some of the cups were made of porcelain, some of 
glass, some of crystal, and a few of paper and Styrofoam. Some of the cups were 
plain looking, some looked very expensive, and some were absolutely exquisite. 
He placed the cup sand pot of hot chocolate on the table and told his former 
students to help themselves. 
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After all of them had a cup of hot chocolate in hand, the professor made the 
following observation: "Notice that all the nice looking, expensive cups were 
taken, leaving behind the plain and cheap ones.” The former students didn’t 
quite know how to respond to his observation. Before they could respond, he 
began to expound. He said that while it is normal for you to want only the best 
for yourself, that is the primary source of your problems and stress. The cup 
you chose for your chocolate adds nothing to the quality of the hot chocolate. In 
most cases, it is just more expensive, and in some cases, it even hides what we 
drink. "What all of you really wanted was hot chocolate," he noted, "not the cup; 
but you consciously went for the best cups first and then you began eyeing each 
others’ cups as if you were making judgments." 
 
The conversation stopped as the former students received another valuable 
lesson from their wise former teacher. He told them that life is the hot 
chocolate—your job, money, and position in society are the just like the cups. 
They are just tools to hold and contain life. The cup you have does not define 
you, nor does it change the quality of life you have. Sometimes, by concentrating 
only on the cup, we fail to enjoy the hot chocolate.  
 
The happiest people don't have the best of everything. They just make the best of 
everything that they have. Live simply. Love generously. Care deeply. Speak 
kindly ... and enjoy your hot chocolate. 

 
Is your life filled with fancy wrappers that hide the real treasures in your life? Do you 

focus too much on the trappings of success at the expense of true happiness? You’re not 

alone. That’s the primary reason so many people are in debt today. They fail to see that 

happiness rarely comes from things, but from being in control of our lives and money. 

Happiness comes from making wise choices. Too often we sacrifice the long-lasting 

delayed reward of true financial freedom and the peace of mind and joy that come with 

it for the immediate, but short-lived, gratification of fulfilling an unnecessary want. 

 

Where are your priorities focused…on the cup or on the hot chocolate? 
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In the space below, I want you to list ten things that you would like to have when you 

attain your goal of living a debt-free, wealthy life that you don’t have right now. Don’t try 

to be too philosophical here. Go ahead and put down a trophy or two if that’s really 

something you want. In addition to a few material things, consider what you would do 

with your most valuable possession, your time. What would you do for your job if the 

paycheck weren’t the most important issue? Where would you live? How would you 

spend your free time? What hobbies would you take up? How much money would you 

have in the bank? When would you retire? That should give you a few things to think 

about. These things are going to serve as motivation to help you stay the course when 

you encounter bumps in the road and want to quit. 

 

List ten things that a debt-free, wealthy life will enable you to have: 

 

1. __________________________________________________ 

2. __________________________________________________ 

3. __________________________________________________ 

4. __________________________________________________ 

5. __________________________________________________ 

6. __________________________________________________ 

7. __________________________________________________ 

8. __________________________________________________ 

9. __________________________________________________ 

10. _________________________________________________ 

 

You may want to enter this list into your word processor and print off a few copies. Put 

one in each of the places you normally go to make your money decisions. Here are a few 

ideas: 

 

• On the refrigerator 

• Next to your computer 

• In your purse or wallet by your credit cards 

• In your checkbook 

• Next to your bed 

• On your bathroom mirror 

• In your car 
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If you struggle to come up with ten things for the list, here are a few suggestions to 

consider: 

 

• An emergency fund equal to six months of my salary 

• A new car 

• Remodel the kitchen 

• A college fund for each of my children 

• Build a cabin at the lake 

• Put in a pool in the backyard 

• Set up a trust fund for each of my kids 

• Make a donation to my favorite charity 

• Leave my job to teach elementary school 

• Mentor a college student from my alma mater 

• Take a trip to Tahiti 

• Take care of my aging parents 

• Go back to college and finish my degree 

• Retire from my job at 55 rather than 62 

• Go fishing once a week 

• Take up quilting 

 

You get the idea. Dream a little because you’re going to turn those dreams into reality. 

 

The key is to use this list as a constant reminder that a better life is in store for you—if 

you follow the tips and strategies in this book and stick to your plan. You may even want 

to get some pictures of some of the items to give you an even clearer visual reminder of 

your goals. It won’t take long before those images are burned into your memory. When 

you think about falling off the wagon and splurging on an unnecessary item, those 

images will instantly pop into your mind to remind you why you’re making these 

sacrifices. These images will become powerful reminders of the rewards of living a debt-

free, wealthy life.  

 

If you don’t have any money values, you’re going to just spend to satisfy your emotional 

needs. You’ll buy that new outfit because it makes you feel pretty, not because you need 

it. When I talk to investors about making investment decisions, I tell them that their 

single biggest enemy is emotion. Emotions are powerful forces that can lead us to do 

things we otherwise might never consider. That’s another way of saying that emotions 
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lead us to make bad money decisions. You’ll never eliminate emotions from money 

decisions, but you must learn to control them. I tell investors that they need to make 

decisions in an almost mechanical way. The more mechanical their investing process 

becomes, the more likely they are to stick to it through thick or thin times. 

 

I also instruct investors to write a mission statement that defines the type of investor 

they want to be and specifically details the strategies and methods they intend to use to 

reach their investment goals. Then I have them make a list of trading rules, which are 

basically all the lessons they have learned from the mistakes they have made on previous 

investments. This list often grows as they experience new challenges and make new 

mistakes. But if they pay attention to their lists, there is always a lesson to be learned. 

Improved decisions come from avoiding past mistakes. I tell them to put the mission 

statement and trading rules by their computer and refer to it each time they make a new 

investment. I tell these investors to ask himself or herself, "Does what I’m about to do 

align with my mission statement, or does it violate any of my trading rules?" By using 

this simple check and balance, they can avoid many of the emotional decisions that 

often lead to bad investments. 

 

You need to do the same thing when it comes to making money and spending decisions. 

If you know the goal and you have faith in your plan, you can stick to it. Become 

mechanical in the process you use to make a spending or saving decision, and you’re 

likely to make better decisions that keep you on track for a debt-free and wealthy life. 

 
 
HOW MUCH IS ENOUGH? 
 

This is an interesting question that I’ve asked many people over the years. I’m always 

amazed at the answers I get. When I was graduating from college and embarking on my 

new career as a broker, I was driven to be successful. I remember when I interviewed for 

that job. The sales manager showed me a list of W2 earnings from all the brokers on his 

sales team. From the perspective of a recently married college graduate, the numbers on 

that list looked astronomical. I looked out the window of his office at the dozens of 

brokers working away at their cubicles and thought to myself, "If these people are 

making that kind of money, then I’ve just found my place in life. Just show me how to do 

this and get out of my way." I felt that the good life was just around the corner. 
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I vividly remember the pressure and stress I felt when the guaranteed training wage I 

was paid while I trained and studied for my securities license ended. There were ten 

days left in the current pay period, and if I didn’t sell something, I wouldn’t get another 

paycheck. In the next ten days, I worked my tail off and opened a number of new 

accounts that generated over $3,500 in commissions. That would be my smallest 

paycheck during my time in the brokerage business. Life would never be the same. 

 

In 1987, that was a ton of money. I felt a tremendous sense of accomplishment and 

newfound confidence. Gone were the feelings of stress and pressure that I felt just a few 

days earlier. My priorities changed almost instantly with my newfound confidence. I 

remember heading out to the local auto mall to check out the new cars. My first big 

financial reward was a bright red Acura Integra. It was the first new car I had ever 

owned, and I can remember today just how proud I felt to be seen driving it into the 

office parking lot. I felt like I had finally arrived! 

 
Suddenly, I found many of my financial sights were pointing higher. There has always 

been something magical about being a millionaire. A million dollars doesn’t buy today 

what it did in 1987, but it’s still a goal of many to become a millionaire. You may be 

surprised to know that if you make more than $40,000 per year over a 40-year career, 

you will earn more than a million dollars. Unfortunately, just earning a million dollars 

won’t make you wealthy, but if you save and invest wisely, it’s enough to get you to that 

goal eventually. 

 

I remember thinking at one time that if I had a million dollars; I would be set for life. I 

could quit my job and live off the interest for the rest of my days. Be honest, you’ve 

probably had the same dream at some time in your life. It’s almost like a rite of passage. 

 

If my lifestyle had never changed from what it was when I started at the brokerage firm 

(and before I bought my red Acura), I probably could have retired with a million dollars 

in the bank and done just fine. But by the time I reached millionaire status in my early 

30s, my financial situation was a vastly different picture. Now I had a house with a 

mortgage, a young son with another on the way, a couple of cars, and a closet full of nice 

clothes for both my wife and me. And I had a big balance on my Visa card. All of a 

sudden, a million dollars just didn’t seem like enough, and it wasn’t if I wanted to 

maintain that lifestyle for the rest of my days. Clearly I had changed in a few short years. 
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So when I’ve asked the question, "How much is enough?" I’ve had people tell me they 

thought they could quit their job and live the good life with as little as $100,000 in the 

bank. Others have said they couldn’t think of quitting their job until they had 

$10,000,000 or more. So what’s the difference? 

It’s your money values. How much money does it take for you to get the things in life 

that matter most to you? That’s when it’s enough. Everyone’s number is different, but 

we all have a number, whether we’re aware of it or not. Give that concept some thought 

for a day or two and then come back to this page and write your number in the space 

below.  

 
I’ll know I have enough when I have $ ______________ cash in the bank and no 
debts. 
 

Now get to work and don’t look back until you reach or surpass that number. I’m going 

to predict that when you reach your number, you’ll realize it probably isn’t enough. But 

that’s okay because even if it’s not enough, you’ll be in a much better financial position 

than you are now, and you’ll clearly have the knowledge and discipline to keep making 

progress to reach your eventual goal. 

 

 

WHAT DOES RETIREMENT LOOK LIKE? 
 

In 2003 I resigned from a very successful company that I founded to take a trial 

retirement. I figured I had most everything in life that I wanted. The only debt I had was 

a small mortgage on my house, and I had enough money in the bank and the stock 

market to pay it off several times over. I felt very secure.  

 

I have a saying about retirement. Retirement is when you stop working and send your 

money to work. The challenge for most people, when they consider retiring, is that they 

don’t have a big enough nest egg to generate the kind of cash flow they need to sustain 

the life they currently live. 
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I’m convinced that many people are totally unprepared for the realities of retirement. 

The only thing they have right in their view is that they won’t be working anymore, at 

least when retirement starts. When they realize that the money they get from Social 

Security or any pension or retirement plan provided by their employer isn’t enough to 

meet their monthly obligations, reality begins to set in. 

 

If they truly want to stop working and live off their retirement income and savings, they 

have to downsize their lifestyle. They have to sell the house and buy a condo. They have 

to sell their second car, and they may even have to pick up a part-time job to make ends 

meet. What kind of retirement is that? 

 

If you want to enjoy a debt-free and wealthy retirement, you’re going to have to do 

better. I don’t know about you, but when I finally stop working, I want to keep all the 

homes I have and maybe even get another one at one of my favorite golf destinations. I 

want to enjoy what I’ve worked all my life to create.  

 

By the way, my trial retirement only lasted about two years. For the first year, I spent 

most of my time building a beautiful cabin in the mountains near Park City. When I 

finished that, I started playing golf almost everyday. I love to golf, but I soon realized 

there is such a thing as playing too much golf. 

 

When I was on the verge of driving my wife crazy, I decided it was time to go back to 

work. I started another company in 2005, and it quickly turned it into another 

multimillion-dollar success. Looking back now, the cynic in me tells me I should have 

stayed retired. Don’t get me wrong. If you go into business, you need to set a goal to be 

successful, or you shouldn’t ever start. But keep in mind that success can also be a 

liability because you may have to trade your time to get it.  

 

So the final thing I want you to do before we start learning some of my tips and 

strategies is to define what retirement means to you. 

 

• At what age do you want to stop working? 

• What kind of monthly income will you need? 

• Where will you live? 

• How many years do you plan to live off your savings? 

• What activities will fill your spare time? 
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There’s only one more thing we need to cover before we get started. 

 

 
DO YOU REALLY BELIEVE YOU CAN BE DEBT-FREE AND WEALTHY? 
 

I’ve met many people who believe they are destined for a life of poverty. They see 

themselves as victims of society. They were born into the wrong family. They live on the 

wrong side of the tracks. They didn’t go to the right schools or meet the right people. 

Their financial failures are not their fault. Their misfortune was out of their control.  

 

If you have any of those thoughts or feelings right now, get over it! 

 

I’ve never had anyone offer me a job that I thought would pay me what I feel my time is 

worth, so I went out and created those jobs for myself. I wasn’t born into a family with 

money. I never went without the things that I needed, but there were few frills. We 

struggled at times to make ends meet. I got an education by doing well in school and by 

being a decent baseball player. I also figured out what a Pell Grant was and how to 

qualify for one. I started my first successful business with nothing but an idea and a lot 

of hard work. It took me more than a year to figure out how to make enough to pay me a 

salary, but it was worth the sacrifice because by the next year I was well on my way to 

being a millionaire.  

 

You make your own breaks in life, and that’s especially true when it comes to money. 

You must believe that it can happen to you. You must believe that you deserve to live a 

debt-free and wealthy life, or it will never happen. 

 

Before you start the next chapter, you must commit to the goal of being debt-free and 

wealthy and not let anything distract you from that goal. This journey you are about to 

begin will test you in every way. I assure you that you will want to quit at some point. 

You’ll get tired of making sacrifices, and you’ll be tempted to splurge—or, worse, give up 

completely. You need to realize that the reward at the end of the journey will be worth 

the sacrifice, the effort, and the time you invest. It may seem so far away today, but 

when you reach your goal, you will be able to say you were part of a miracle - Your own 

financial miracle. 
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You deserve to live a debt-free and wealthy life, and if you follow the seven steps 

outlined in the remainder of this book, I’m confident that your dreams will become your 

reality. 

 

Let’s get started!
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Chapter	  3 

 
 

	  	  
Stop	  Adding	  DebtStop	  Adding	  Debt 	  	  

 

“I would suggest that far from being un-American, putting the brakes on your 
spending impulses and shucking off as much debt as you possibly can is the best thing 

you can do for your country.” 
-“Dealin’ with the Devil” 

 
 

AS A YOUNG BOY, I was very involved in the Boy Scouts program. Each summer I 

looked forward to going to scout camp where I would work on merit badges and spend 

time camping out with my buddies. The week was one of the highlights of my summer. 

For a bunch of kids, the best part of scout camp was going to the rifle range to shoot 

guns. We would always pick the campsite nearest the rifle range because we knew we 

would be spending lots of time there and didn’t want to have to walk far to get there.  

 

The first part of the rifle and shotgun merit badge involved learning about gun safety 

and the proper way to handle and clean a gun. After we covered those important topics, 

we went right out to the range to begin target practice. To get our merit badge, we had to 

hit the target five times—with all five shots being in a grouping that could be covered by 

a quarter. We had to accomplish that feat several times during the week to pass off that 

part of the merit badge requirements.  

 

My first year at scout camp, I discovered I was a pretty good shot, so it didn’t take me 

too long to get my rifle targets passed off. That was a great accomplishment for a 12-

year-old scout, and I was quite proud of myself. The second part of the merit badge 

required shooting clay pigeons with a shotgun.  

 

' '  
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Shooting a shotgun was a whole different experience. Not only were the shotguns 

heavier than the .22 rifles we used for rifle target practice, but they also carried quite a 

bit more kick. It didn’t take long for me to develop a very sore shoulder. But that wasn’t 

the toughest part. 

 
To pass off this requirement, we had to hit a little clay disk (the pigeon), which was 

thrown out in front of us with a launcher. Waiting to take my first shot, I was full of 

confidence, having just aced the rifle requirement at the range. After the first few 

attempts with the shotgun, though, my confidence was shattered. While it was easy to 

hit a stationary target with a rifle, it was a whole different story to hit a moving target 

with a shotgun. Sure, the pellets in a shotgun shell increase the chances for success. But 

hitting one of those darned pigeons was pretty challenging, and I had emptied an entire 

box of shells and still hadn’t hit the required number. Fortunately, by the end of the 

week, I had finally hit enough clay pigeons to earn my rifle and shotgun merit badge. 

 

So what does this little story about a 12-year-old Boy Scout have to do with debt? Before 

we can eliminate your debt, we have to get it to stop moving. As I learned that first day 

with a shotgun, it’s very hard to hit a moving target. So this first step in your journey to a 

debt-free and wealthy life begins by ceasing to add another dime of debt to your current 

financial situation. 

 

This is an easy step to explain, but it’s a tough one for many to master. You’ve been 

conditioned to getting what you want—when you want it—for so long that the cycle 

you’re in has become second nature. You know what your credit limits are better than 

most people know their checking account balances. And you’re planning your next credit 

purchase the minute the next payment increases your available balance. 

 

It may take great will power, but you have to stop adding debt immediately. Here are my 

suggestions for helping you get over this critical first hurdle. 
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CUT UP YOUR CREDIT CARDS 
 
Credit cards are the very culprits that likely got you into this unpleasant predicament in 

the first place. This is the first and most important step, if you really want to get out of 

debt. If you’re feeling hesitant, consider that if you were trying to overcome an addiction 

to alcohol or drugs, you would never consider carrying a bottle of booze or a few pills in 

your pocket, would you? You haven’t been able to control your credit spending thus far, 

so what makes you think you can do it now? Will power? That’s not good enough. You 

have to remove all temptation to adding additional debt—starting today. 

 
The only sure way to keep you from making your current situation worse is to destroy 

your cards completely. Stop reading right now and reach into your wallet or purse and 

get out all your charge cards. Now get a pair of scissors, or if you have a shredder with a 

slot for plastic cards, go sit in front of it. I can assure you there is no sweeter sound than 

a shredder chewing a credit card to bits. 

 

Now some of you may argue that you need a credit card for business expenses, like 

reserving a hotel or purchasing an airline ticket. If that’s the case, you may want to keep 

just one card. Keep the lowest interest card, and destroy all the others. 

 

But, if you need to keep one card, it’s critical that you don’t keep it on your person. If 

you don’t have the card with you, it’s easier not to use it. So, destroy all but your lowest 

interest credit card; or, better yet, destroy all your credit cards and keep only a debit 

card that will not allow you to charge more than you have in your account. The only 

reason to keep one card is to cover you in the event of an emergency until you have a 

reasonable, cash-based emergency fund established. 

 

The challenge with keeping one card is determining what constitutes an emergency. Not 

having anything to wear to church or work is not an emergency. Cable television is not 

an emergency. Hanna Montana concert tickets are not an emergency. A country club 

membership is not an emergency. New carpet for the family room is not an emergency. I 

think you get the idea. If you can’t trust yourself to tell the difference (and act 

accordingly), just cut that last card up as well. When you have no alternative but to 

succeed, you’re more likely to do it. 
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There are very few situations, even emergencies, which would require you to pull out 

your credit card on the spot and use it. So, keep the one at home in a safe place, and you 

won’t be tempted to use it when your emotions take over and tell you that you just need 

to make one more purchase. 

 

Have you ever been so mad at your kids that you considered physical harm? What is it 

about kids that bring out those emotions in us parents? When I reach the boiling point, I 

find it’s best to take a time-out to gather my emotions before I make a mistake. By 

leaving your charge card at home, you’re all but forced to take a time-out before you 

make a mistake and add more debt to your current situation. Hopefully, when you’re out 

of the range of that temptation to charge, you’ll realize it’s not a good idea and just leave 

the card where you put it. 

 

The only way this step works is to do it cold turkey. Don’t just put all your cards in your 

desk and think you’ve followed this step. They must be destroyed and unusable. Why 

tempt yourself to break this rule? You’d never consider putting a fix in front of a 

recovering addict, so just destroy your cards to avoid any potential for temptation. 

 

 

AVOID MAKING ANY NEW MAJOR PURCHASES 
 

Getting out of debt takes planning and patience. There may very well be something that 

needs replacing in your home, but you need to resist the temptation to get it now. Try to 

make do for a while longer. If you need to replace something, look first for something 

used. Check with a friend or family member to see if you can borrow the thing you need 

or get one from them. Just try to avoid going to the store to look at new ones. If you do, 

the emotions will take over, and you’ll find yourself taking a step back. No new major 

purchases! 

 

The best way to get out of debt fast is to focus all your resources on your debts without 

any distractions. It’s like putting on a full-court press in basketball. If you don’t keep the 

pressure on your debts, they will get away from you for a breakaway layup, and all the 

pain and stress you feel right now will return. 
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PAY IN CASH OR WITH A DEBIT CARD 
 

Have you ever wondered why casinos use plastic chips rather than just letting you play 

with real money? It’s because the plastic chips help you forget that you’re losing real 

money. There is something powerful about seeing real dollars leave your control and go 

into someone else’s control.  You just don’t get the same feeling when it’s a colored piece 

of plastic with a number on it. 

 

There is something powerful about paying with cash when you make a necessary 

purchase. I suggest that you leave your checkbook at home and carry cash to pay for 

your basic, required purchases, like gas and groceries. The checkbook and credit cards 

are the tools you used to create your money problems. Don’t let them make the 

problems worse. When the cash runs out, you can’t spend any more money until the 

next paycheck. You’ll learn pretty quickly to distinguish between wants and needs when 

you’re holding that last $20, and it’s a week until payday. 

 

 

COMMUNICATE WITH FAMILY MEMBERS 
 

You’re going to have some rough days when you start dealing with your debt problems. 

It’s a huge help to let those around you, specifically your family and close friends, know 

that you’re working to change your financial future and get out of debt—and that you 

need their support. If they know you’re committed to your new plan, they are more 

likely to offer support and encouragement to keep you on track, rather than encouraging 

the behavior that got you into trouble in the first place. Who knows, they may have a 

debt problem of their own, and you can work together to provide support. It’s great to 

have a buddy system when it comes to getting out of debt. 

 

Most of my close friends growing up knew I didn’t drink or smoke. Even so, I was put 

into many situations where I was tempted to try those things. I was always amazed at 

how many times my friends who did drink and smoke suggested that we leave the party 

or go somewhere else to protect me from the things they knew I didn’t do. If your friends 

and family members know what you’re trying to accomplish, they can be a tremendous 

source of support in helping you stick to your plan. 
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Often, people who are in serious financial trouble have a close friend or family member 

who is equally weak when it comes to overcoming their habit of spending money they 

don’t have. If you have a friend or family member who encourages you to spend money 

you don’t have or makes you feel guilty for not joining them in spending money, you 

need to put some distance between them and you. Never underestimate the power of 

peer pressure. There are many teens suffering with addictions or unwanted pregnancies 

because they fell prey to peer pressure. You don’t have to be a teenager to feel peer 

pressure. It’s just as powerful an influence on an adult. Choose your friends wisely if you 

want to stay on track. 

 

Here’s another huge revelation. You’re more likely to purchase and charge stuff you 

don’t need and can’t afford when you’re alone. So one of the best tips is to surround 

yourself with trusted friends and family. Avoid being by yourself when you’re likely to 

start feeling lonely and sorry for yourself. That’s when your resolve is the weakest and 

you’re most likely to slip. It’s harder to break this rule when you’re with someone who 

knows you’re trying to get out of debt and wants to help you. 

 

 
AVOID TEMPTATIONS TO CHARGE OR SPEND, EXCEPT FOR BASIC 
NEEDS 
 

In order to get back on track, you need to have a clear focus on what’s most important 

and cut out all the financial distractions in your life. There are really just five universal 

primary spending categories that everyone has.  

 

• Food 

• Clothing 

• Shelter 

• Transportation 

• Health Care 
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Everyone has these expenses, and they will likely never go away. Of course, there are a 

wide range of choices you can make on how you spend your money on these five primary 

expenses. Do you really need to drive a new BMW, or could you get where you need to 

go just as well—and for less money—in a used Toyota? Do you really need a house with 

four bedrooms when there are only 3 members of your family (and two of you share a 

bed)? Do you have to have the latest name-brand fashions, or can you live with being 

clean and neat in last year’s styles, purchased at a huge discount? 

 

When you’re focused on getting out of debt, you’ll begin to look at these basic necessities 

in a very different perspective. If you’re like most people, you’ll quickly see that many of 

the spending choices you make in these primary areas are more a lifestyle choice than a 

necessity. A candid, honest appraisal of your spending in these five key areas is likely to 

identify several potentially large savings that can accelerate your progress toward your 

goal of freedom from debt. 

 

The most common stumbling block for nearly everyone is putting their pride in their 

pocket and admitting they can’t afford the lifestyle they currently have—and then having 

the courage and commitment to take action to "right-size" their financial life. If there 

were a "secret sauce" to debt elimination, that would be it. The courage to change when 

it means sacrificing something we enjoy. 

 

Outside of these five categories, everything else you spend money on is discretionary, 

meaning you make a choice to spend it or not. In order to get out of debt, you’re going to 

have to redefine what is necessary and then choose not to spend money on things that 

are not necessary. You may think I’m pushing the limits here and not being realistic, 

but, admit it, things like cell phones, magazine subscriptions, eating out, going to 

movies, gym memberships, and snack foods are all things we could do without if we 

really wanted or needed to. You may think a life without those little extras would be a 

living hell, but I can assure you that a Spartan lifestyle is much less stressful and more 

fulfilling than living with the burden of debt and all the challenges that come with it. 

 

So here’s your first big choice. Do you want to make the sacrifices in the short term to 

have the life you dream of over the long term? If the answer is yes, congratulations! 

You’re now ready to tackle the remaining steps in my simple plan. I promise your life is 

about to change for the better, if you follow this powerful plan. 
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I tell my kids that if they want to avoid the temptation of drinking and drugs, they need 

to stay away from places where there is a high probability they will encounter them. 

They also need to choose their friends wisely and not associate with people who use 

those things. The same lesson applies to you and your addiction to debt. If your 

weakness is new clothes, you’re going to have to avoid the mall. Checking out the new 

styles at your favorite store—or online—is not going to make you stronger. In fact, it’s 

more likely to bring out those emotions you’re trying to overcome and lead to binge 

spending. Until you get your emotions in control, you need to avoid any situation that 

might make it easy to spend money you don’t have. Idle time is your worst enemy. Keep 

yourself busy and away from any potential temptations to charge or spend. 

 

Once you have stopped adding new debt to your situation, you have a stationary target 

that you can zero in on and eliminate. Just remember, it’s almost impossible to hit a 

moving target when it comes to getting out of debt. 
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Chapter	  4 

 
 

	  	  
Conduct	  a	  Financial	  InventoryConduct	  a	  Financial	  Inventory 	  	  

 

“Your net worth to the world is usually determined by what remains after your bad 
habits are subtracted from your good ones.” 

-Benjamin Franklin 
 
 
 
YOU HAVE TO start somewhere. The problem is that most people have no idea where they 

are when it comes to money and debt. Before you can create a plan to get out of debt and build a 

wealthy life, you have to determine exactly where you are and identify some of the things that 

got you into that bad position in the first place. This step can be a painful one, as most people 

don’t really know how deep they are in debt until they see the actual number on paper. While it 

may be discouraging to see the real magnitude of your problem, the activity of gathering and 

listing this information is a necessary part of the process you must go through if you really want 

to change your behavior and get on the path to a debt-free and wealthy life. 

 

Use the following form to conduct a personal financial inventory. Don’t fudge on the numbers or 

leave anything off. We want to eliminate all your debt, so we need to know exactly what debts 

and expenses you have. Get out your most recent statements from all your credit cards and other 

monthly obligations. Most will have the current balance on the statement. You may need to call 

the lender to get the balance for your mortgage or a car loan if it’s not on the statement. The 

point is that you need to use real numbers and not just estimates. This may take some time to 

complete accurately, but don’t skip this step because this financial inventory will become the 

foundation for your debt elimination plan that you will create in chapter 6. 

' '  
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PERSONAL FINANCIAL INVENTORY 
Monthly Income Sources  Amount 

    
    
    
Total Monthly Income    
    
Monthly Expenses   
Housing   

Food    

Transportation   

Clothes   

Utilities   

Telephone   

Child Care   

Credit Card Payments   

Student Loans   

Car Loans   

Savings   

Home Insurance   

Life Insurance    

Car Insurance    

Health Care/Insurance   

Medication   

Taxes (non-income)   

Emergencies   

Charitable Contributions   

Miscellaneous   

    

Total Monthly Expenses    
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Some of your regular expenses, like insurance premiums, are not going to be paid every 

month. Most of those payments are made on a quarterly or semi-annual basis. To make 

this exercise more meaningful, you should calculate all of those non-monthly expenses 

and break them down to a monthly amount. If you forget to include these types of 

expenses in this exercise, you’re going to have a big problem the first time one of those 

payments comes due and impacts your monthly cash flow.  

 

Now you should have a better picture of just how much money you make and how much 

debt you have. With this, you should be able to start seeing where your money is coming 

from and going to. You’ll probably be able to spot some very obvious problem areas that 

need immediate attention. 

 

A few summers ago, my oldest son was washing his motorcycle in the front yard of our 

home. When he finished, he put the hose back and turned off the water. Or at least he 

though he turned off the water. A few days later, we went down to the basement and 

noticed that the carpet was soaking wet in one of the bedrooms. When we looked for the 

source outside the window of that room, we discovered the dripping hose. Not much 

water was coming out. It was hardly noticeable, but over a few days left uncontrolled, it 

leaked enough water to flood our basement and create a lot of damage that was 

expensive to clean up. 

 

One major benefit of the personal financial inventory is that, as you compare where your 

money is coming from with where it’s going, you can begin to focus your attention on 

the biggest leaks in your financial world and then quickly plug them. 

 

A little water leak can cause a lot of damage. In the same way, without proper controls, a 

little money leak can cause a lot of damage and slow your progress toward debt freedom. 

This chapter is designed to help you identify the leaks in your personal finances. 

Everyone has a few leaks, and we want to find them and plug them as quickly as 

possible. 

 

If you’re like many of the people who complete this simple exercise honestly, you may 

discover several hundred dollars that are slipping through the cracks in your personal 

financial plan. When we get to the chapter on paying off your debts, you’ll see how 

critical that extra $200-300 can be in eliminating your debts faster than you ever 

thought possible.  
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Keep in mind that the goal of the 60-Day Money Miracle program is to get you out of 

debt using just your current income and resources. In order to make the program work, 

we need to identify where every dollar is coming from and going to. 

 
Some of the categories on your personal financial inventory might be hard to determine. 

If you spend cash, you may not have a record of everything you’re spending money on. 

To get an accurate total for each expense category, you need to keep track of your cash 

expenditures as well as your checks and credit and debit card charges. Every single 

penny must be accounted for. So starting today I want you to begin tracking all of your 

expenditures for the next 30 days. You may think this is silly, but it’s an important part 

of learning to make wise money decisions. In order to find the extra money you will 

need to pay off your debts faster, we need to know where the money is going right now. 

Take this seriously and it will be a great learning experience that will help you accelerate 

your debt elimination.  

 

The easiest way to do this is to carry a small notepad with you for the next 30 days and 

write down every time you spend any money. You need to record how much you spent 

and what you spent it on. 

 

Once you complete the 30 days of tracking your cash spending habits, you need to 

categorize all your expenses into some basic categories like food, clothing, housing, 

transportation and entertainment to help you see the leaks and identify areas that need 

immediate attention. This will help you begin to prioritize your expenses to bring them 

back into balance with your income, and also create a realistic budget to guide you 

through the rest of the steps outlined in this book. 

 

Use the list of categories on the personal financial inventory report to organize your 

expenditures. There are a few extra lines so you can add more detail for your individual 

situation if necessary. 
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I’ve resourced some helpful tools that you can use to complete this step. In the spirit of 

helping you progress towards your goal of debt freedom, I’ve made the basic tools 

available to anyone for free. Some of the tools have more robust versions that are also 

available for a small charge. You decide what works best for you and fits your budget 

and needs.  

 

At the end of your 30-day tracking period, you’ll have a much clearer idea of where all 

your money goes. Be prepared for a few surprises. I can remember my shock at 

discovering just how much I was spending on donuts and soda, the breakfast of 

champions. Not only did this exercise help me identify a big leak in my own personal 

finances, it helped me see an area in my life that could be improved to help me get more 

physically fit as well.  

 

Who knows what benefits you’ll find as you begin to plug your own leaks. 
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Chapter	  5 

 
 

	  	  
Save	  Your	  Way	  to	  WealthSave	  Your	  Way	  to	  Wealth 	  	  

 

“In today’s perplexing world of uncertainty, inflation, unemployment, stagnation, and 
recession can control of money, one wonders, be the sovereign remedy for all these 

ills?” 
-Glyn Davies, History of Money 

 
 
 

IF YOU SPEND every penny you make and then some, you’re never going to get 

ahead. It’s as simple as that. For most people, saving money requires some sacrifice. If 

that thought scares you, just remember that most things in life worth having are worth 

working for. Saving is the one trait all wealthy people seem to share. They have learned 

how to pay themselves first. 

 

One of my all-time favorite books on money is The Richest Man in Babylon, by George 

S. Clason. It’s a classic, and I highly recommend reading it and adding it to your 

personal library. I think it’s amazing that the principles taught in a book written nearly 

100 years ago still apply today. But it just proves that sound money principles are 

timeless. One of the lessons the wise mentor teaches his eager pupil in this book is that a 

part of all you make is yours to keep. What a profound concept! 

 

Too often, every last dime of what we make is paid to the mortgage company, the credit 

card company, the department store, the grocery store, the piano teacher, and the liquor 

store. When everyone else has received their due, there is nothing left for us. If that’s 

you, your priorities are out of order. Wealthy people learn to pay themselves first. 

 

' '  
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Your goal in saving is to begin putting aside a minimum of 10 percent of your net 

monthly income. Over time that 10 percent is going to be used for three specific phases 

of saving. In order of priority, they are: 

 

1. Creating a cash buffer for emergencies that is equal to one month’s take home pay. 

2. Increasing free monthly cash flow to 10 percent of your net monthly income. 

3. Building a substantial nest egg to invest for a comfortable retirement. 

 

Let’s take a look at each of the three phases in a little more detail. 

 

 
PHASE 1: CREATE A CASH BUFFER FOR EMERGENCIES 
 

Too many people live paycheck to paycheck. That’s not the way wealthy people live. The 

first step in becoming debt-free is to create a cash buffer for emergencies so an 

emergency doesn’t push you farther into debt. Saving one month’s take home pay is just 

a starting point. There are always going to be emergencies in life, and not just the ones 

that send you or a family member to the hospital. Tires blow out, cars break down, jobs 

get eliminated, and roofs leak. You can’t plan for every emergency, but I assure you they 

will happen, and generally at the least convenient time. If you have some cash on hand, 

it can help you deal with the emergency without doing it the old fashioned way of 

putting it on a credit card. 

 

The goal of this phase is to create a cash account equal to one month’s take-home pay in 

the next 60 days or less. You may think this is an insurmountable task but I’ll share 

some simple ways for you to bulk up your savings below. We don’t want to delay paying 

off your debts any longer than is needed to build up a little reserve. If it’s unrealistic to 

save one month’s take-home pay in the next 60 days, then start with something more 

realistic, like $500-1,000. That’s enough to deal with most minor emergencies without 

taking your focus away from getting out of debt. 

 

I don’t want you to delay starting your rapid debt payoff for any more than 60 days. I 

honestly believe you can get a month’s pay in reserve in a matter of days or weeks if you 

really set your mind to it and follow some of the strategies I’ll share with you below. 

Most people have hundreds and some even thousands of dollars available to them in 

some very obvious—but often overlooked—places.  
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You should set a goal to find yours and build your cash buffer in the next 30 days. I 

know you can do it if you focus and sacrifice. At that point, you need to move to phase 

two, which is to free up some cash flow from your current monthly expenses to 

accelerate your debt payoff. In fact, you can even start working on phase two at the same 

time you’re building your cash reserve. These two phases focus on slightly different 

parts of your financial world, so it’s entirely possible, and recommended, that you tackle 

them as quickly as possible.  

 

When it comes right down to it, you need to start living off last month’s income rather 

than this month’s paycheck. That’s the buffer we’re looking for. Once you get debt-free, 

you’ll want to increase that cash buffer to 3-6 months of take-home pay. That will enable 

you to weather almost any emergency that comes up without going into debt to do so. 

 

For example, if you bring home $2,500 each month after taxes, you should build a cash 

emergency fund of $2,500 as quickly as possible. This money needs to be liquid and 

easily accessible in the event of an emergency. You can keep it in a bank or brokerage 

account money market fund that earns interest, so it’s growing while it’s not being used. 

Don’t put this money into anything that has a penalty for withdrawing it, like a CD or 

some mutual funds. I’m all for making money grow, but the number-one priority of this 

money is to be readily available in the event of an emergency. 

 

However, don’t leave this money in a shoebox in your sock drawer either. That’s 

probably too accessible and will make it too easy to get at if you are tempted to go on a 

spending binge. If you keep this money in a bank where you have to physically go to 

withdraw it, you’re more likely to think through things before acting emotionally. On 

that drive to the bank, you may figure out a way to deal with your challenge without 

using your emergency money or going deeper into debt. Set up a simple savings account 

that is separate from your checking account so you’re not tempted to spend this money 

for anything other than a bona fide emergency (and so you can’t get at it with the swipe 

of a debit card). 

 

Many people have a little money put away in their IRA or 401K, and they may be 

tempted to skip this part of the process because they view that money as their cash 

buffer. If you have some money saved in a qualified retirement program, don’t touch it. 

Taking money out of those plans before retirement can be costly.  
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There are usually tax and other penalties associated with early withdrawals, so only use 

those funds as a last resort. Get a separate cash buffer started today so you can leave 

those retirement funds alone to continue to grow tax deferred or tax free. 

 
I don’t want to minimize the importance of saving for retirement and investing, but all 

things should be done in their proper order. Making 5-10 percent on an investment 

while you’re paying 18-21 percent on credit card debt makes no sense to me. That debt 

must be retired before your investment has any real value to you. Until then it’s what I 

call "vapor wealth." It looks good on paper, but when you look at your whole financial 

picture, it’s not really there. 

 

I’m convinced that most people can get a big start on their emergency fund by simply 

getting rid of a few things they own that they don’t use or need. If you’re like me, things 

just seem to accumulate around my house until I reach the point where I need some 

space and I realize I’ve got too much stuff that I don’t use. Most of this stuff is probably 

still in good condition and would be valuable to someone. Honestly, selling it off is not 

much of a sacrifice at all. This is an easy sacrifice compared to many other things.  

 

The Internet is an amazing tool for finding people who will pay for your clutter. From 

online classifieds to eBay, there are hundreds of places to match up buyers and sellers 

for almost anything. If you’ve never sold something on eBay, you should get registered 

and learn how to do it. Selling on eBay is a skill every adult should have. It’s the one 

place where you’ll find an almost instant market for any item. When you post an item 

for sale on eBay, you can literally turn it into cash in a few days. That’s a powerful tool 

you can use to turn "things" into cash. It’s easy to use, and eBay has great training 

resources for new sellers. When I want to sell something for the best possible price, it’s 

my first choice. 

 

You don’t have to be a computer wiz to make money selling stuff online. I’m no tech 

genius, but I’ve personally earned thousands of dollars using my computer and the 

Internet to sell my unwanted stuff.  
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Those who know me know that I like cars. It’s one of my weaknesses. And, when I get a 

car, I always like to put new wheels on it. I think the wheels make the car. This is one of 

my wife’s biggest peeves. She thinks I’m a nut. I’ll admit it’s not a wise financial decision 

to change the wheels and tires on a car when they’re brand new. By doing it, I’m 

basically adding cost without increasing value. But there’s just something about having a 

unique set of shiny chrome wheels on my car so it doesn’t look like all the other cars of 

the same make and model on the road. 

 

All the old wheels and tires end up out in my storage shed or in a corner of my garage. I 

always think I’ll just include them in the deal when I sell the car, but in the meantime, 

they take up space and serve no real purpose. Awhile back, I ran out of room in the 

storage shed, and my wife suggested it was time to get rid of some wheels and tires. She 

suggested I let my oldest son list them on a free, online classified site operated by a local 

radio station. I thought that listing them would make her happy, but I had no 

expectation that anyone would actually pay money for my old, used, stock wheels and 

tires.  

 

Boy, was I wrong! My first set of wheels and tires sold in a few days for $400. It was the 

easiest money I’d ever made. It didn’t take me long to put the rest of my inventory up for 

sale. I’m happy to report that every set I’ve listed for sale has sold in a matter of days. 

I’m batting 1,000 when it comes to selling used wheels and tires. My shed is now looking 

better and so is my emergency fund. Everyone’s happy, too. 

 

Here are a few ideas that may help you jumpstart your emergency savings fund: 

 

• Have a garage sale. I hired my kids to do all the busy work like putting on the price 

tags and placing signs around town. I placed an ad in the local newspaper and in the free 

online classifieds, with the dates, time, and address. My wife and I contributed some 

tools, small appliances, and our old bikes and clothes. As motivation to clean out closets, 

I told the kids they could keep the money they collected from selling their own stuff. You 

wouldn’t believe all the toys and old bikes they contributed to the cause. We included 

some old baby furniture and clothes, and even a few old, unopened wedding gifts. We 

collected a couple thousand dollars in a single day! The kids can’t wait for next summer 

to have another one.  
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If you’re half the pack rat I am, you may be able to reach your emergency fund goal in a 

single day with a garage sale. I can honestly say that I miss nothing that we sold. I have 

more space and more money, both of which are more valuable to me than a bunch of old 

stuff I hadn’t looked at in years. 

 

• Sell your second car, boat, RV, motorcycles, pets, guns, or collectibles. I 

realize I’ve probably named something in that short list that’s sacred to you, but this 

step is about sacrifice. When you consider the cost of these luxuries and how much they 

are worth, you’ll see that you can make some great progress with a few simple sales. The 

peace of mind a debt-free life will bring makes it easier to make these kinds of sacrifices. 

It won’t take long before you realize you really can get along without those little extras. 

Plus, when you see the immediate impact the money they bring in has on your debt 

problems, you’ll be looking deeper for more ideas. If you’re not willing to part with a few 

of these luxuries to reduce your debt burden and money stress, you must like stressing 

over money way more than I do! By trading these things for money now, you’re 

ultimately trading them for time and money later when you’ll be able to enjoy them 

more. 

 

• Downsize your living arrangements. In extreme cases, you may need to 

consider selling your house to reduce your debt burden and free up some cash to help 

with your other debts. This is not an easy decision, but it’s one that may be necessary to 

get back on solid financial footing. I remember when I was living in a small basement 

apartment as a newlywed college student. We bought all our furniture at the local thrift 

store. It wasn’t new and it certainly wasn’t the latest style or color, but it was clean, 

functional, and cheap. We didn’t know any better, and we got along fine. I can’t say I 

was any happier when I moved into the large home I now live in, which is furnished with 

the best of everything. It may be nicer than my old apartment, but I don’t sleep any 

better than I did and the food still tastes the same, even though the kitchen is bigger and 

nicer. It’s all relative. If you really need to make some immediate progress, you may 

have to swallow your pride and downsize your housing requirements. 

 

Unfortunately, houses are not always a great investment like they once were. For many, 

a house is now a lifestyle choice, not an investment. Housing is often the single biggest 

expense in most of our budgets, which means it’s also possibly the area with the most 

potential for savings to apply toward your debts. 
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The point here is that you may need to face the harsh realities of your situation and 

make some hard decisions. Remember that if you make the sacrifices now, they will only 

be temporary. When you’re back on solid footings and have ample financial reserves, 

you’ll then be able to make decisions to enhance your lifestyle without adding to your 

mountain of debt. 

 

To summarize, in the next 30 days you need to put aside an emergency fund equal to 

one month’s take-home pay (if possible) in a safe, liquid place, like a bank savings 

account or money market fund. After you have all your consumer debts paid off, you’ll 

want to increase that fund to 3-6 months of your take-home pay. Emergencies happen. 

And when they do, you’ll be prepared to deal with them without increasing your debts. 

 
 
PHASE 2: INCREASE YOUR MONTHLY “FREE CASH FLOW” 
 

When I teach people how to analyze investments in the stock market, one of the things 

we talk about is looking at the "free cash flow" of the company. In my experience, free 

cash flow is one of the key drivers of business growth, and it’s going to be one of the key 

drivers in your personal quest for a debt-free and wealthy life. "Cash flow" is the term 

used to describe all the income a business or an individual generates. "Free cash flow" is 

the portion of that income that is left over after we pay our basic monthly obligations. 

 

In other words, free cash flow is the money we have available to save, invest, or spend 

on discretionary items. Some people call this their discretionary income. Most people 

who are in debt have made the choice to spend their discretionary income—or free cash 

flow—on unnecessary items. We’re going to use your free cash flow to accelerate your 

debt payoff. Our goal for this phase is to free up at least 10 percent of your net monthly 

income. 

 

If you just keep making minimum payments on all your debt, you’ll never retire them 

and you will continue to be enslaved to your lenders. The goal of this phase is to create 

some additional cash flow from your current income to add to your minimum payments 

and eliminate your debts faster. You begin this phase after you have an adequate 

emergency fund in place. 
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If you bring home $4,250 per month in total income, I want you to trim your monthly 

expenses in order to create $425 in free cash flow from your current take-home pay to 

create what I like to call a "debt hammer" to crush your debts faster. You’re probably 

muttering to yourself that you don’t have enough income to make ends meet as it is, and 

coming up with another 10 percent of free cash flow from your already stretched budget 

is impossible. But I want you to try and I’m confident that if you make a few sacrifices, 

you can do it. 

 

There are two primary ways to create free cash flow: increase your income, or cut your 

expenses. Let’s look at each of these areas and try to identify exactly where that extra 10 

percent is going to come from. Let’s first look at your income. 

 

Bringing home more money than you currently make is one way to find some extra cash. 

Here’s a list of ideas to help you immediately increase your income. 

 

• Ask for a raise. If you’re doing a good job, you may have some leverage to get an 

increase in your salary. Good employees are hard to come by. Getting a raise may be as 

easy as asking. You’ll never know for sure until you ask. So ask today! 

 

• Ask for a promotion. For the same reasons just noted, it’s worth asking. It may not 

happen immediately, but showing some ambition to your superiors may help them 

recognize the great job you do and your desire to progress in the company. 

 

• Work overtime. If your company allows, volunteer for overtime or holiday shifts. 

You’ll likely get paid a higher wage for overtime or holidays, so it’s even better than 

working regular hours. 

 

• Get a second job. If the opportunity to work more isn’t available with your present 

employer, look for a second job to work evenings or weekends. There are lots of 

companies looking for responsible adults to work part-time. 

 

• Have your spouse take a job. Aside from personal choice, many families need two 

incomes to survive. Your situation will dictate whether this is a viable option or not. 

Remember that sacrifices can be temporary if you put all your focus and effort into 

getting out of debt and staying out of debt. If you’re getting by right now on one income, 

this second paycheck may be able to go 100 percent toward your debts. 
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• Put your kids to work. Learning to work is a valuable lesson all kids need to learn 

at a young age. And, while you may not believe it now, they will take great pride in 

helping the family. There are plenty of opportunities for kids to work—babysitting, 

caring for pets, and mowing lawns, to name a few—and then they can cover some of 

their own expenses and reduce the burden on the family’s monthly budget. 

 

Now let’s turn our attention to cutting your expenses. You’ve probably heard a million 

times that you need a budget if you want to control your money and your spending. 

Everyone talks about a budget, but few people really take it seriously and create one. Of 

the few who actually do create a budget, not many then use it to help them get the upper 

hand on their money problems. A budget is a powerful tool if it’s created and used 

properly. A good budget is like a treasure map that leads to financial freedom. 

 

Let’s talk for just a moment about keeping records.  Part of the problem for many people 

I meet who struggle with debt is that they simply don’t know where there money is or 

how much debt they have.  Keeping good records will help you stay on top of things and 

make faster progress to your goal of a debt-free wealthy life.  It’s easier than you might 

think with some of the great new technology that’s now available.   I’ve devoted an entire 

chapter (Chapter 10) to show you how this technology can literally put your 60-Day 

Money Miracle Plan on autopilot. 

 

I’m convinced most of us would make the fight financial choices if we could simply see 

the impact of our choices before we make them.  These powerful tools give you that 

capability and I believe they are indispensible if you really want to get on the right track 

financially.  Without these kinds of tools, you’ll continue guessing about the impact of 

your financial choices and when you guess, you’re bound to make mistakes. 

 

When you use a personal financial management tool, like MoneyDesktop, you’ll be able 

to quickly and easily create a workable budget that will serve as your own personal 

treasure map. It’s impossible to keep track of all this stuff in your head. If you think you 

can, I’m here to tell you that you will fail. You must create a printed budget to follow for 

this step. It’s not going to take much time to create or follow, but it must be written if 

you really want it to work. 
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Now go through this list one line at a time and identify the areas where you can free up 

some cash flow from your current expenses. Every time you find an area you can lower, 

put the new lower payment in the next column and then calculate the savings in the next 

column. The final column is where you keep a running total of your monthly cash flow 

savings. Keep in mind; we’re shooting for 10 percent of your current take-home pay in 

free cash flow. 

 

 

Monthly	  Expenses	  
Item 

Current 
Payment 

New 
Payment  

Monthly 
Savings 

Total 
Savings  
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Here’s a list of 29 ideas to help you cut your expenses and create free cash flow in your 

budget. 

 
1. Temporarily suspend all contributions to your retirement accounts, like 
your 401k and IRA. As I said earlier, it makes no sense to make 5-10 percent on an 

investment and continue to pay 18-21 percent on a credit card balance. This holds true 

even if your employer matches retirement contributions. This change won’t be 

permanent, but you must do it. 

 
2. Call your credit card company and ask for a lower rate or payment. 
You’ll never know if they will work with you until you call. You may be pleasantly 

surprised that they will lower your rate or payment just because you asked. If they ask 

you why, tell them you’re considering transferring your balance unless you can get a 

lower rate or payment. They may do it just to keep your business. 

 
3. Cancel your cable or satellite TV service. I love my news and sports, but, just 

like you, I can get it all online for free. 

 
4. No more trips to the car wash. You have a hose and towel at home so get busy. 

 
5. Wear your shirts one more time between dry cleanings. 
 
6. Stop eating out for breakfast, lunch, and dinner. This is often one of the 

biggest cash flow creation areas. Take a sack lunch to work, and eat at home before 

leaving for the office. 

 
7. Take a break from golf. I can’t believe I put this on the list, but golf isn’t cheap. 

You just have to trust me on this one. Your game will improve more by practicing your 

chipping in the back yard and spending an hour on the free putting green at the local 

course than spending $50- 150 per round to play. When you’re back on your feet 

financially, your game will be better too. 

 
8. Mow your own lawn this summer. I love the smell of fresh cut grass and the 

look of a well-manicured yard—especially when I’ve done it! If you live in an area where 

it snows, shovel your own driveway and walk this year. 
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9. Adjust the deductibles on your insurance policies. You can save instantly by 

increasing the deductibles on your insurance policies. Rather than keep them at the 

minimum of $100-250 that most insurance companies allow, consider going up to 

$500-1,000 to dramatically lower your premiums. 

 
10. Drop the collision and comprehensive coverage on your automobile 
insurance policy and keep just the required liability coverage. Collision and 

comprehensive coverage are usually the most expensive parts of the policy. You may not 

be able to do this if you have a loan on your car because the lender will require it to 

protect their collateral. Call your agent and tell them you need to lower your premium, 

and they can explain your options. 

 
11. Consolidate your insurance policies with one company. Most insurance 

companies will give big discounts when you have both your home and auto insurance 

with them. 

 
12. Get your books at the library rather than the bookstore. 
 
13. Cancel the gym membership. Spend $10 on some used exercise videos and 

work out at home. I believe that physical exercise will help make this journey to 

financial freedom easier and less stressful. You can also walk around the block or take a 

bike ride to stay in shape 

 
14.Try a "staycation" this year instead of a vacation. Visit somewhere close to 

home and save money on gas or plane tickets. 

 
15. Go with your natural hair color for a change. People will think you spent 

big money for your new color, but it’s all natural. If you have kids, buy a clipper set at 

Wal-Mart and cut your kids’ hair. Anyone can do a crew cut! 

 
16. Buy generic drugs. They really are no different, except in price. Just because 

something is more expensive doesn’t mean it’s better. Trust me on this one. 
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17.Pay your bills on time. Late fees and service charges are a very unnecessary 

expense. Get organized and save a ton of money that you can spend on something 

valuable, like getting out of debt. 

 
18. Buy the store brands rather than the national brands at the grocery 
store. Sure, they may taste a little different, but they will still fill you up as they save 

you money. 

 
19. Reduce your child-care expense. Spend more time with your kids and save 

money at the same time. That’s a decision that’s good for mom, dad, and junior. 

 
20. Ride a bike to work. With gas hovering at $3 per gallon, a little bike ride around 

the neighborhood can save a bundle. Leave the car in the garage and driveway rather 

than taking it out for a trip of less than one mile. You’ll save on gas and get in shape at 

the same time. 

 
21. Carpool or ride public transportation at least once a week or more. 
Your buddies at work want to save money on gas just as much as you. It may not seem 

cool to carpool, but if you bring it up, I’ll bet you’ll be amazed at how fast you get a car 

full of co-workers. 

 
22. Use Skype for long distance calls to friends. This is a free Internet phone 

service owned by eBay. It’s very easy to use and totally free. I use it to call home when 

I’m on the road and overseas. To be totally free, the person you call must also have a 

computer and a Skype account, but again it’s free for both parties and a huge money 

saver if you talk often to someone outside your area code. 

 
23. Stop smoking. Save a bunch of money and do your body a favor at the same time. 

 
24. Adjust your thermostat. A few degrees up or down will mean instant savings on 

your utilities. You might also consider having the utility company come to your house 

for an energy audit. It’s usually free, and they can give you a few energy (and money) 

saving ideas. They often offer discounts to convert to average usage billing where you 

pay the same each month even though your usage may vary. It’s also a great way to 

stabilize your average monthly utility costs too. 
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25. Cancel all optional phone services on your cell phone and landline. 
Things like caller ID and call waiting are expensive options that you can live without 

until you’re debt-free. You may even consider canceling all but one phone account for 

your home or family. 

26. Brew your own coffee. When you’re trying to get out of debt, you can get by 

without $5 lattes. 

 
27.Watch a video. You can rent a movie at the local McDonald’s from the Redbox for 

$1 that the whole family can watch rather than paying admission for each person at the 

local theater. You may not be the first one to see the new shows, but they will still be 

new to you when they come out on video in a few months. 

 
28. No more lottery tickets. The odds are against you in this game. Why waste the 

money when you get a guaranteed return by saving and applying that money to your 

debts. 

 
29. Drink lots of water. Your dinner and grocery bills will drop immediately if you 

skip the liquor and soda. Your cash flow will increase, and there’s a good chance your 

waistline will decrease. You win both ways.  

 

I could go on, but you get the idea. You can easily find the extra money in your budget if 

you change a few things and make some sacrifices. You need to free up 10 percent of 

your take home pay as quickly as possible to add to your current debt payments to start 

the rapid debt elimination strategy you’ll learn in the next step. 

 

 

PHASE 3: BUILD YOUR RETIREMENT NEST EGG 
 

Once you have all your debts paid off, the free cash flow you now have can be used to 

build up an impressive nest egg that you can invest for retirement and use to enhance 

your lifestyle. We’ll go into detail on how to build your investments in Part 2 of this 

book, which deals with building your wealth.  This part of the process is what you’ll be 

doing for the rest of your life, after you create your own 60-Day Money Miracle. 
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Chapter	  6 

 
 

	  	  
Pay	  Off	  Your	  DebtsPay	  Off	  Your	  Debts  

 

“Debt is the slavery of the free” 
 

-Publilius Syrus 
 
 
 

YOU ARE NOW ready to begin building a plan to eliminate your debt and start 

building real wealth. Everyone is different, and there is no one path to a wealthy life. But 

if you’ve followed the first three steps, you should have accomplished the following: 

 

1. Destroyed your credit cards and stopped adding any new debts. 

2. Completed a personal financial inventory to determine where your money comes 

from and where it goes. 

3. Started saving at least 10 percent of your take-home pay, which has: 

a. Built your one-month cash buffer. 

b. Created 10 percent free cash flow in your budget. 

 

With a little money put aside for emergencies and 10 percent of your monthly income 

freed up, you’re ready to start eliminating your debts. There are many approaches to 

paying off debts, and some get pretty complicated. My approach is very simple and 

logical. We’re going to prioritize our debts and then focus all our attention on paying off 

the first one on the list. When the first debt is paid off, we’re going to turn our attention 

to the next one and do the same thing. Then we’re going to keep repeating that simple 

process until there are no more debts on the list. Finally, we’re going to turn our 

attention to our mortgage and get rid of that debt, too. 

 

' '  
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Every expert I’ve ever heard talk about eliminating debt has taught this approach or a 

slight variation of it. That nearly universal agreement around this approach is the best 

evidence that it’s the approach to take if you really want to get out of debt. Why is 

everyone in agreement? Because this strategy is simple and it works. I wish I had a fancy 

name I could call this strategy, but the best I could do is the debt roll-down strategy. 

There may be a few things you could do differently that might save a dollar here or 

there, but I choose to err on the side of simplicity and clear, measurable progress. Each 

day of following your debt elimination plan is a small victory on your road to success.  

 

I’ve learned in business and personal finance that success breeds success. If you don’t 

see any pounds dropping when you step on the scale in the morning, it’s going to be 

hard to stick to the diet when you head to the kitchen to make breakfast. We need 

constant daily and weekly victories to remind us that we’re making progress toward our 

goal of a debt-free and wealthy life.  

 

I played lots of sports in my youth. I played baseball in the spring and summer, football 

in the fall, and basketball in the winter. Sports were a big part of my life, and I learned 

many valuable life lessons in my experiences on the playing field. Even if you’re not an 

athlete and have never participated in sports, I’ll bet you’ve heard the cliché, "Take one 

game at a time." That cliché is probably the most overused saying in all of sports. 

Coaches tell their players to focus their attention on the next game and to not think 

ahead to a future opponent, or they may get beat. It happens all the time. A team wins a 

few games and starts thinking about winning a championship, and then they get upset 

by a mediocre team before they even get to the championship game.  

 

When it comes to winning the debt game, we need to focus all our efforts and resources 

on one debt at a time to eliminate it completely, and then turn our full attention to the 

next debt until all of our debts are gone.  

 

In this step we’re first going to rank our debts, with the exception of your mortgage (if 

you have one), in order of importance and execute the debt roll-down strategy to pay 

them all off as quickly as possible. You’ll be able to see your progress every step of the 

way. Your debts will quickly begin to melt away right before your very eyes. 
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To help you see exactly how to implement this strategy, I’m going to create a model 

couple and walk you through the steps of executing the debt roll-down plan. We’ll call 

our model couple Joe and Mary Smith. And here are their current financial details: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Now you need to prioritize your debts in the order you’re going to attack them. There 

are differing schools of thoughts here, so let me share my personal view. As I mentioned 

earlier, I like to have frequent victories. I also realize the key to rapid debt elimination is 

to free up more and more cash flow in my budget so I have more discretionary money to 

pay toward the next debt on my list. 

 

There are two primary schools of thought on prioritizing debt. The first is to start with 

the smallest debt and move to the largest debt. I like to prioritize the debts by taking 

both the balance and the minimum payment into consideration. If you divide the 

current balance by the minimum monthly payment, you’ll get a number for each debt 

that correlates approximately to the number of months remaining until the balance will 

be paid off. I like to use this number as a common denominator to prioritize my debts 

for payoff. Start with the lowest number at the top of the list and move down in order to 

the highest at the bottom.  

 

 

 

Total	  Combined	  Net	  Monthly	  Income	  	   	   $6,200	  

10%	  Free	  Cash	  Flow	  	   	   	   	   $620	  

	  

Current	  	   Current	  	   Minimum	  	   Remaining	  	   Priority	  

Debts	  	   	   Balance	  	   Payment	  	   Payments	  	   Ranking	  

	  

Student	  Loan	  	   $15,000	  	   $480	  

Visa	  Card	  	   $9,500	  	  	   $200	  

Sears	  Card	  	   $2,200	  	  	   $50	  

Truck	  Loan	  	   $18,000	  	   $350	  

Car	  Loan	  	   $14,000	  	   $280	  

Totals	  	   	   $58,700	  	   $1,360 
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I’m not going to turn this into a math class, so let’s just say that either approach will 

work fine as long as you focus all your resources on paying off one debt at a time until 

it’s gone. I believe the math favors the common denominator approach, but it’s what 

motivates you that matters most. 

 

The primary objective is to pay off one debt at a time to increase your free monthly cash 

flow so you have more money to apply to the next debt on your list. The size of the 

minimum payment you eliminate with each retired debt is more critical to increasing 

free cash flow than the size of the interest rate on the debt. That may seem 

counterintuitive, but it’s true. I just know that if you start with the biggest debt first, you 

may get frustrated at the lack of progress and stop working the debt roll-down strategy 

altogether. As I said earlier, success breeds success, so consistent, regular victories make 

it easier to stay the course. 

 

Here’s Joe and Mary’s debts ranked using the smallest to largest approach: 

 

 
 
 
 
 

 

 

 

 

Here’s their priority list ranked by dividing the balance by the minimum payment: 

 

 
 

 

 

 

 

 

 

 

Current   Current  Current  Priority 
Debts   Balance  Payment  Ranking 
Student Loan  $15,000  $480   4 

Visa Card   $9,500  $200   2 

Sears Card   $2,200  $50   1 

Truck Loan   $18,000  $350   5 

Car Loan   $14,000  $280   3 

 

Current   Current  Current   Balance/ Priority 
Debts   Balance  Payment  Payments Ranking 
Student Loan  $15,000  $480   $31.25  1 

Visa Card   $9,500  $200   $54.30 5 

Sears Card   $2,200  $50   $44.00 2 

Truck Loan   $18,000  $350   $51.42  4 

Car Loan   $14,000  $280   $50.00 3 
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Now you’re ready to prioritize your own debts so you can start the debt roll-down 

process. Use the blank form below to build and rank your list. 

 
 

Debt	  Register	  
Current 
Debt 

Current 
Balance 

Minimum 
Payment  

Balance/ 
Payment 

Priority 
Ranking  

	  	   	  	   	  	   	  	   	  	  

	  	   	  	   	  	   	  	   	  	  

	  	   	  	   	  	   	  	   	  	  

	  	   	  	   	  	   	  	   	  	  

	  	   	  	   	  	   	  	   	  	  

	  	   	  	   	  	   	  	   	  	  

	  	   	  	   	  	   	  	   	  	  

	  	   	  	   	  	   	  	   	  	  

 
 
EXECUTING THE DEBT ROLL-DOWN STRATEGY 
 
Now that you’ve organized and prioritized your debts, you’re ready to start paying them 

off. Start with the first debt in your list, and begin to pay the minimum monthly 

payment plus your 10 percent free cash flow toward that one debt. While you focus your 

attention on this one debt, you should continue to make the minimum monthly payment 

on all your remaining debts to stay current on them.  
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Once you retire a debt, you roll down to the next debt on your list and begin the same 

process, with one addition. Each time you retire a debt, you free up more cash flow in 

your budget to apply an even larger amount of discretionary money to the next debt on 

your list. You make the minimum monthly payment plus your 10 percent free cash flow 

plus the payment from the debt you just retired. The new payment for the next debt on 

your list gets bigger with each debt you retire. Even though the size of the minimum 

payment may shrink as you pay down the balance, keep the payment the same as it was 

at the outset, no matter what. 

 

Let’s take a look at Joe and Mary Smith’s debts to see how this would work, using the 

smallest to the largest ranking approach. 

 

 
 
 
 
 
 
 
 
 
 
 
Notice how quickly the size of their payments grows as a result of the additional free 

cash flow that is created by paying off each debt. It’s pretty easy to see that the time 

needed to retire each debt with this new, larger payment will be a fraction of the original 

time it would take making just the minimum required payments. Now you’re starting to 

see the magic of the debt roll-down strategy at work.  

 

Following this simple plan, Joe and Mary will retire all of these debts— nearly $60,000 

of them—in less than three years and free up over $2,000 per month in their family 

budget. The impact on their life will be dramatic, with a 25 percent increase in their 

monthly cash flow from what it was when they were buried in debt. Most people can cut 

years off their debt payoff schedule by following this simple, proven strategy. They will 

see quick results as they knock off each debt from their priority list, which will in turn 

motivate them to stay the course. 

Debt Register 
 
Current   Current  Current  Priority  Free Cash  New 
Debts   Balance  Payment  Ranking  Flow   Payment 
Sears Card   $2,200  $50   1   $620   $670 

Visa Card   $9,500  $200   5   $670   $870 

Car Loan   $14,000  $280   2   $870   $1350 

Student Loan  $15,000  $480   4   $1350   $1700 

Truck Loan   $18,000  $350   3   $1700  $2050 
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So now it’s your turn. Use the form below or create your own in your word processor or 

spreadsheet to determine the new payment for the first debt on your personal debt 

priority list. Now start making that new payment amount toward that debt immediately 

and continue until it’s gone. Then move to the next debt on your list and add the old 

payment from the debt you just paid off to your free cash flow and combine it with the 

minimum payment to get the new payment for that debt. Each time you pay off another 

debt, roll the old payment amount down to the next debt on the list to get a new, larger 

payment amount. 

 

Debt	  Register	  	  
Current 
Debts 

Current 
Balance 

Current 
Payment  

Priority 
Ranking 

Free 
Cash 
Flow 

New 
Payment  

	  	   	  	   	  	   	  	   	  	   	  	  

	  	   	  	   	  	   	  	   	  	   	  	  

	  	   	  	   	  	   	  	   	  	   	  	  

	  	   	  	   	  	   	  	   	  	   	  	  

	  	   	  	   	  	   	  	   	  	   	  	  

	  	   	  	   	  	   	  	   	  	   	  	  

	  	   	  	   	  	   	  	   	  	   	  	  

	  	   	  	   	  	   	  	   	  	   	  	  

 

I can assure you that when you begin to see your debts melt away at an ever-increasing 

clip, you’re going to begin to taste the joy that comes from being in control of your 

money. Enjoy it and crave more of it, so you will stay the course. There are still more 

sacrifices to make, but you’re well on your way to living a debt-free and wealthy life. 

 

Now that you’ve mastered the debt roll-down strategy to retire all your consumer debts, 

you’re ready to begin accelerating the payoff of what is most likely your largest debt, 

your mortgage. If you don’t have a mortgage and you’ve retired all your consumer debt, 

you’re ready to begin putting that new free cash flow to work to start quickly building 

wealth for your retirement. 
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PAY OFF YOUR MORTGAGE 
 
I’m sure you’ve heard the saying, "There are two types of people—those who pay interest 

and those who collect it." Borrowing money has been around since the beginning of 

time. Depending on which of the two categories of people you fall into, you see interest 

as a great source of income or a huge burden you carry.  

 

For most people the single largest debt they will have in their life is for a home. I believe 

that a house is one of the few things it’s okay to borrow money for. The key difference 

between my view of a house and that of society as a whole is that I look at a mortgage as 

a short-term debt rather than a life-long one, as most people do.  

 

It’s amazing to me how quickly views have changed regarding debt. For my father’s 

generation, paying off the mortgage was one of the crowning financial achievements in 

life. If you were able to pay off your home, you were considered wise and successful by 

nearly everyone. My father worked hard to pay off his home and saw that as a significant 

financial achievement. In many cases, people of his generation would have a party when 

the mortgage was paid off, during which they would burn all the papers associated with 

their now-retired debt. 

 
When I look at my own generation in contrast with my father’s, I see some very 

dramatic differences. I hardly know anyone in my generation who has a plan to pay off 

his or her mortgage anytime soon. Indeed, most have resigned themselves to the "fact" 

that they will have a house payment for the rest of their lives. It’s their largest single 

monthly payment, with their entire financial life built around what’s left over each 

month after they make the house payment. And yet they have no intention of ridding 

themselves of the burden. 

 

It’s my generation that created the credit mess we’re dealing with right now. I personally 

know dozens of people who purchased or refinanced their house with a 100-125 percent 

mortgage and pulled some or all of the equity out of their home to spend on a lifestyle 

upgrade. (Hey, they “needed” a furniture upgrade to match the house upgrade, and it 

wouldn’t be right not to have a nice new European sports car—or two—in the garage to 

complete the picture.)  
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What’s even worse is that many of the people who took advantage of the loose lending 

practices of the banking industry also chose the adjustable rates loans and the interest-

only payments. Now that home prices have corrected and interest rates have adjusted, 

they are living in a house with negative equity, with a house payment that is two to three 

times what it was when they started and a lifestyle they simply can no longer afford. It’s 

a tough picture, but a common one these days.  

 

Call me old school, but I agree with my dad that there is tremendous value in paying off 

your house. Many wealthy people I know don’t have a mortgage, and I know they love 

the fact that they have a huge chunk of extra cash flow they can use to sustain their 

comfortable lifestyles and enjoy life. I’m convinced that most people just accept the "old 

way" of dealing with a mortgage because they don’t know any different or better. That’s 

about to change. 

 

I’m not talking here about another expensive refinance program or a bi-weekly payment 

plan, as such approaches are too complicated and too expensive for the little benefit they 

provide. Instead, I’m going to show you how, by following the simple debt roll-down 

strategy you learned in the last chapter, you can pay off your home, in as little as 7-10 

years, or less, using nothing more than your current income.  

 

Life for most people would be dramatically different if they didn’t have a mortgage 

payment to make. They would free up a ton of cash flow to use for retirement savings or 

lifestyle enhancements without adding to their debt. It’s possible, and I’m going to show 

you how to do it in this chapter. If you followed the debt roll-down strategy we taught 

you in the last chapter, you’re going to have a lot of free cash flow once that last debt has 

been paid off.  

 

Let’s go back to our example with John and Mary Smith. They had a total of $58,800 in 

consumer debt. Using the debt roll-down strategy, they were able to pay off all their 

debts in just under three years. This freed up an additional $2,040 in cash flow each 

month in their budget. Now let’s take this example on step farther and factor their first 

mortgage into the equation. 
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Joe and Mary owe $170,000 on their first mortgage. The interest rate on the loan is 6.5 

percent, and they make a payment of $1,600 each month. At their present rate, they 

would need another 28 years to retire this debt. Let’s apply the debt roll-down strategy 

and see how much time and money they could save. 

 

If they apply the free cash flow ($2,040) created by paying off all their other debts to 

their minimum monthly mortgage payment and stick with that amount going forward, 

they will retire their entire $170,000 mortgage in another three years and nine months. 

That’s amazing! 

 

Counting all their consumer debt as well as their mortgage, Joe and Mary have paid off 

over $227,000 in debts in six years and nine months. That’s more than 20 years faster 

than if they had done nothing and continued to make the minimum monthly payments 

on their debts. On top of that they will have saved in excess of $60,000 in interest 

payments over that time. That’s money that can now be applied to the second part of the 

process, becoming wealthy. 

 

This example is not too different from the situation many of you are probably in. 

Imagine being able to be totally debt-free in less than seven years, using nothing more 

than your current income. It’s totally possible if you follow my 60-Day Money Miracle 

plan.  

 

This is not the only way to retire a mortgage, but it’s the easiest and surest way I know 

of; and you don’t need any special knowledge or tools to do it. You have everything you 

need right in your hands with this book. Now let’s take a look at some of the other 

common methods for paying off mortgage debt. 

 
 
THE INTEREST CANCELLATION ACCOUNT 
 
This strategy has become extremely popular over the past several years. This strategy 

involves using a line of credit, like a home equity line of credit (HELOC) to turn the 

tables on how you are charged interest on your debt. The tighter lending environment 

that followed the massive credit crunch in 2008 has made it tough for many to qualify 

for any type of credit, especially credit tied to a home. If you don’t have any equity in 

your home, it may be impossible to use this powerful strategy. If you’re not able to get a 
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line of credit to use for this strategy, you should simply continue with the debt roll-down 

strategy we’ve just discussed. When you pay off your last consumer debt, just roll the 

total payment plus your extra free cash flow on top of your current mortgage payment. 

You’ll be making large additional payments to principle that will help you retire your 

mortgage debt years faster and with tens of thousands of dollars in interest savings. 

 

If you already have a home equity line of credit and it’s not maxed out, you’re set and 

ready to go with this powerful strategy.  

 

The idea of repaying mortgage debt faster is as old as debt itself. But it wasn’t until the 

1990s that a group of people out of New Zealand put together a plan to accelerate the 

repayment of mortgage debt—using a person’s positive cash flow, other financial 

instruments, and of course some discipline—that the idea of mortgage acceleration 

became a reality. 

 

If you’re wondering why this plan originated in New Zealand, it may help to know that 

in many countries outside of the United States, mortgage interest is not deductible from 

your taxes, so there is a huge incentive to pay off your house fast. For many in the U.S., 

their home interest deduction is their single largest tax deduction, but the real benefit 

isn’t as great as you may think. Sure you can write it off your taxes, but you don’t really 

save that much money. The higher your tax rate, the more you actually save. Don’t get 

me wrong, it’s a great deduction, and I was happy to have it. But the question comes 

down to whether you would rather have a small tax deduction each year by keeping your 

mortgage, or free up a huge amount of monthly cash flow by paying off your mortgage 

completely? I think you can see the answer to that question is a simple one. Cash flow is 

king! 

Wealthy people have great cash flow and little or no debt.  

 

Besides New Zealand, this strategy is used extensively in Australia and Europe as a 

primary approach to paying off mortgage debt. The concept is quite simple, actually. The 

primary elements of this strategy are your total household income, a line of credit—

usually a home equity line of credit 
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(HELOC) that is tied to your house—and your traditional mortgage. Now before you get 

ahead of me here, let me assure you the purpose of the line of credit is not to plunge you 

deeper into debt, but to create an interest cancellation account that will save you tens of 

thousands of dollars in interest on your mortgage and help you get it paid off in a 

fraction of the time compared to the current track you are on.  

 

Nearly everyone I know has a checking account and/or a savings account at the local 

bank. They typically deposit their income into the checking account and then pay their 

bills by writing checks that draw down the balance of that checking account. They earn 

little or no interest on the money in their checking account and a very low interest rate 

on their savings accounts. Basically, this money isn’t working for you, it’s working for 

the bank. The bank pays you almost nothing on your deposits and then loans your 

money out to others with rates as high as 12-18 percent. In this simple mortgage payoff 

strategy, we’re going to turn the tables as you use your monthly cash flow and savings to 

eliminate the interest you’re paying on your debts while it sits in your account waiting to 

be spent. 

 

You won’t give up access to your money, but you will be saving a ton in interest by using 

this simple approach. I like to think of this strategy as setting up the "Bank of YOU."  

Really, the only change to your monthly money routine is to use your line of credit just 

as you currently use your checking account. You deposit all your income into your home 

equity account and pay all your bills out of it. When you do that, some magical things 

happen.  

 

Let’s take a look: 

 

                                                           
 

                
 

 

HELOC
C 

Deposit Income  Pay Bills and Expenses Pay Down 

First Mortgage 
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With this strategy, people deposit their paycheck into their HELOC account (aka, 

"making a payment on their loan") and then simply use a check or debit card to draw 

from their HELOC to pay their bills. It’s no more complicated than using your checking 

account and the debit card tied to it, as you are already doing.  

 

With more of your money sitting in your HELOC (interest cancellation) account rather 

than a typical checking account, you’ll be offsetting a ton in interest charges. Most 

people simply have their paychecks direct deposit into the HELOC account at their bank 

rather than going into their checking account. This satisfies the bank’s need for regular 

payments on the HELOC, and most will not even require a regular payment if you set it 

up this way. 

 

Once that income hits your HELOC account, you immediately offset some of the balance 

and thus reduce the interest you would normally be charged for that line of credit. 

Because the HELOC is an open-ended loan, unlike a mortgage, you’re still able to 

withdraw that money to pay your monthly bills. You’ll do this just like you always have, 

by writing checks. For every day that money sits in that account waiting to be spent, 

you’re offsetting interest you would normally be paying. You’ll see very quickly that 

every single day counts. 

 

As you methodically pay down the balance on the HELOC with the deposits of your 

income, you will be able to advance additional money from the HELOC to your 

mortgage to pay down that balance faster. Every situation is different, but you should be 

able to pay a lump sum amount toward your mortgage every month or two with the 

interest saved using this approach. The size of that payment will depend on your budget 

and your income. In most examples I’ve seen, the amount is typically $1,000 to as high 

as $5,000 in regular extra principal payments you can make every 3-4 months. You’ll 

know it’s time to make another lump sum payment when the HELOC balance is getting 

down close to zero. You don’t want it to go to zero, though, or you’re not taking full 

advantage of the strategy. When you start getting close, that’s when you write another 

check from the HELOC to your first mortgage. Each time you make another principal 

payment, you’re knocking hundreds or thousands of dollars off the interest you would 

eventually pay if you did nothing. 
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The difference in the way interest is calculated on a HELOC versus a mortgage is where 

you gain your advantage. Mortgage interest is calculated on the average "monthly" 

balance outstanding, while the interest on a HELOC is calculated based upon the 

average "daily" balance. By having your money sitting in the HELOC (reducing the 

amount owed on that line of credit) while you’re waiting to spend it on your monthly 

bills, you’re gaining an interest advantage for every day that money sits there. You’ll pay 

a small amount of interest on the balance you keep on your HELOC, but that will be a 

small cost for the tremendous savings in interest payments you’ll be offsetting on your 

mortgage by using this strategy.  

 

With this strategy, you’re basically moving a little piece of your mortgage debt at a time 

over to your HELOC account where you can pay it down faster under more favorable 

terms. You’re basically using the bank’s own strategy to benefit yourself. You’ve become 

the Bank of You! 

 

If you’re already disciplined in your use of credit, you may consider using a credit card 

to pay as many of your monthly expenses as possible to gain an even greater advantage 

and save even more in interest charges by leveraging the grace period given by your 

credit card company. 

 

Before I explain how to use the credit card, I want to emphasize the importance of 

discipline here. In chapter three I suggested you destroy all your credit cards. If credit 

card spending was the primary source of your debt problems, this little twist in the debt-

roll down strategy is probably not for you. The temptation of having a credit card with 

an available balance may be more than you can handle. Be honest with yourself. If this is 

the case, don’t do it. 

 

This credit card is not for wants or discretionary purchases; it’s only to be used for the 

bills you pay each month, like your electric and heating bills. That’s all I’m talking about 

here. This credit card is not one to carry in your wallet, but simply a number to include 

on the payment slip for your regular monthly expenses in lieu of a check. Just to be 

clear, this credit card is only for paying necessary monthly expenses. No discretionary 

spending at all. Any charges put on this credit card must be paid off in full when the bill 

comes. You never carry a balance on this account. Using a credit card to pay your basic 

monthly expenses in this strategy can offer several benefits.  
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By using the credit card to pay for as many monthly expenses as possible, you leave 

more of your money on the balance of the HELOC (your new checking account) for the 

longest potential time every month, making the interest charges even less. Every day 

your money is sitting in this account, you have a smaller balance and thus will be paying 

less in interest charges. 

 

By paying off the credit card on time every month, you will pay no interest. You’re taking 

advantage of the credit card’s grace period. If your credit card doesn’t offer a grace 

period before interest starts being assessed, it won’t work for this strategy. Be sure to 

check with your credit card company before you start using the card for this strategy to 

make sure there is a grace period. 

 

You can accumulate the rewards points or cash back from your credit card company, if 

one is offered. I use an American Express card for as many of my monthly expenses as I 

can so that I accumulate Membership Rewards points that I can use to take trips or 

trade for merchandise. It’s a nice little perk that I don’t get from my bank when I write a 

check for a monthly expense. I can get a free vacation with my wife each year just by 

charging my basic household expenses on my American Express card. 

 

For those expenses that you set up to automatically pay with a credit card, you’ll know 

that these payments are always going to be made on time, thus eliminating the potential 

for a late payment fee. Its like forced discipline. You’ll have fewer checks to write each 

month, so your time spent paying bills will be reduced as well. Another example where 

time is money. 

 

Recordkeeping can also be simplified. If you are one of those people who never budgets 

because you dread the idea of marking down every time you spend 50 cents on a candy 

bar, then this might work for you. Simply set a limit for the credit card every month and 

do not exceed that limit. Although this method will not give you an exact idea of where 

your money is going, if it is used properly it can be just as effective in helping you 

control the total amount of spending. It’s tough for me to carry a notebook and write 

stuff down, so my credit card statement is a great record of my spending for the month. 

It’s also easy to save this statement for tax time when I’m calculating all my expenses for 

deductions. 
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OTHER MORTGAGE PAYOFF OPTIONS 
 

The interest cancellation strategy is one great way to speed up the time to debt freedom, 

but it’s not the only approach. We’re constantly bombarded with offers to refinance or 

change the way we manage our debt. I thought it would be helpful to review a few of the 

most common approaches to paying off your mortgage debt so that you can be better 

informed and make a wise decision, given your own situation. 

 

Bi-weekly Mortgages – By making half a payment every two weeks, you will end up 

making one additional payment per year on the mortgage. This will typically reduce the 

time it takes to pay off your 30-year mortgage by about 3-6 years on average. Instead of 

making 12 monthly payments, you make 26 half payments. That works out to 13 total 

payments on your mortgage each year. This is a viable solution when there is no other 

option to accelerate mortgage debt and can be a good solution for people who struggle 

with budgeting their money. The disadvantage of the bi-weekly mortgage is that you 

have to remember to make your payments on time or you lose the benefits of paying the 

extra money. There are companies that will provide automatic payments for a fee, or you 

can simply do this on your own and save some money. This approach works, but it can 

be complicated if you don’t stay on top of it or if you forget to plan for that extra 

payment. 

 

Shorter-term Mortgages – There are other mortgage products that have shorter 

terms such as the 25, 20, or 15-year loans. It makes good sense to get a 15year mortgage 

instead of a 30-year mortgage, if possible. You will save a lot of interest and will be debt-

free in half the time. However, because the term is so much shorter than a 30-year loan, 

the scheduled monthly payments are much higher. If your cash flow requirements 

change due to loss of job or an unexpected financial shortfall, those higher payments can 

be difficult to deal with. There is little or no flexibility with these loans if your cash flow 

situation changes. 

 

Extra Principal Payments – Most mortgages allow you to make additional payments 

to principal anytime you want without penalty. An extra $5,000 paid toward the 

principal of a $250,000 mortgage on a 30-year term would result in a savings of over 

$28,000 in interest over the life of the loan. That’s almost six times your money in 

interest saved. That’s a great return in my book. This approach is a great way to shave 

years off your mortgage and thousands off your interest expenses. 
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If you have a 30-year mortgage, you could choose to send in a little extra money with 

your regular monthly payment and have it be applied directly to the principal of your 

loan. The problem with this approach is that it requires "extra" money over and above 

your regular mortgage payment. That’s extra money that most people simply don’t have. 

There is also a real fear of "what if I need that money back in an emergency," and that 

fear is justified. Once you pay money into a mortgage, which is a closed-end loan, you 

can’t get access to that money again unless you refinance. When times are tough and you 

need the money the most, like if you lose a job or you’re hit with an emergency, the bank 

may not be too willing to let you get at your equity.  

 

Common sense will tell you that sending extra money to pay your mortgage principal 

will save you some interest, but most of us are not sophisticated enough to determine 

exactly what that impact or benefit is so we can compare it to other investment 

opportunities. Sure, sending more money to the mortgage company is a good thing, but 

just how good? What are the effects? How can I use those changes to my advantage? 

Measuring the impact of financial decisions on your entire financial picture is key. If you 

can’t measure the impact or benefit, how do you know exactly where you are in relation 

to your debt reduction goals? How do you know if you need to make "course 

corrections" to get back on track with your goals? Oftentimes, people lose focus when 

they can’t see the fruits of their efforts. It is difficult to stay on target when you can’t see 

or don’t really know what the target is! 

 

Refinancing pitfalls - Many people think the answer to their debt problem is to 

simply refinance high credit card balances or a high-interest mortgage into a new lower-

rate mortgage. I have many friends in the mortgage business that made a killing over the 

past 10 years helping people refinance their homes multiple times. Each time the rates 

would drop, my friends would go back to their clients and show them the new lower 

payment or cash they could pull out of their home, and the clients would instantly 

refinance. I know some people who refinanced the same home three or four times over 

the past decade. Although there can be advantages to refinancing, far too often the costs 

offset the benefits. If you’re not sophisticated in these things, you’re easy prey for 

predatory lenders. 
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The most obvious benefit or motivation for refinancing is often an increase of monthly 

cash flow from consolidating debts or lowering your interest rate. Unfortunately, the 

bad habits that got you into debt in the first place have not been addressed, and most 

people who refinance for this reason quickly find themselves right back in the same 

situation, but with a new, larger loan on their home. 

 

Every time you refinance your mortgage, the mortgage clock starts at zero all over again, 

rendering all the scheduled monthly payments you made to that point a wasted effort. 

The thing most homeowners fail to recognize is that it’s not about the rate, it’s about 

time. The longer you carry debt, the more interest you will pay, even if you compare 

against a lower interest rate. It often takes years to make up the costs of refinancing to a 

lower rate. If you don’t plan to stay in your home for that entire period of time, you’re 

going to lose the benefit of refinancing.  

 

Here is an example: 

 

Let’s say you bought a home, and the loan looked like this: 

 

 

 

 

 

 

 

If you stay in the home and pay off the loan in 30 years, you will pay $255,090.48 in 

interest charges. That’s after paying off the principle—or more than double the price of 

your house. Let’s assume that three years after you purchased the house, the rates drop 

by 0.5% (from 6.5% to 6.0%) and you decide to refinance. Let’s see how this refinance 

will impact your situation. 

 

 

 

 

 

 

 

Loan amount: $200,000 

Interest Rate: 6.5% 

Years: 30 

Payment: $1,264.13 

 

Loan amount: $197,000 

(loan balance of $193,052.99 + closing 

costs) 

Interest Rate: 6.0% 

Years: 30 

Payment: $1,181.11 

 



 
 

 
 

84 

If you stay in your home and pay off this loan in 30 years, you will pay $228,202.37 in 

interest charges. That looks like a $30,000 savings from the first loan, right? Wrong. 

After three years of paying on that old 30 year loan, you will have already paid 

$38,343.39 in interest, which means you will pay 38,343.39 + $228,202.37 = 

$266.545.76. That’s $11,000 more interest overall, even with a .5% lower interest rate. 

On top of that, you have pushed out the repayment of the debt by three years, which 

means you will lose out on three years of potential investment time with the money you 

are paying to your mortgage company. You are basically trading a small monthly savings 

in your payment of about $80 for three years of retirement and investment growth. 

What is refinancing really costing you? 

 

 

 

 

 

 

 

Counting the $11,000 in extra interest you’re going to pay, that’s a $62,000 swing in the 

wrong direction! 

 

Understanding the effects of every financial decision you make is essential in becoming 

debt-free and wealthy. And given that your home is your most important—and most 

expensive—asset, you need to pay close attention to what that roof over your head is 

actually costing you. 

Monthly investment: $1264.13 

Annual rate of return: 7.5% 

Number of years: 3 

Total amount: $51,175.56 
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Chapter	  7 

 
 

	  	  
Automate	  the	  ProcessAutomate	  the	  Process 	  	   ––Your	  Your	  

FinancialFinancial 	  GPS	  GPS 	  	  
 

“If you want to succeed you should strike out on new paths, rather than travel the 
worn paths of accepted success.”  

 

-John D. Rockefeller 

 
 
 

One of the greatest inventions of this century, in my opinion, is GPS navigation.  I’m one 

of those guys who have a tough time asking for directions.  I think that’s a trait of most 

men I know.  We know where we want to go, but we just don’t know the shortest route to 

get to our destination.  I can think of many times in my life where I drove around for an 

hour or more looking for a certain street or house number until I finally gave in to my 

wife’s nagging and stopped to ask for directions.  I’ve also missed my share of exits or 

turns on the way to a meeting or event and had to adjust my route to get back on track. 

Now, thanks to GPS technology, those challenges are a thing of the past.   

Now I’ve got a trusty GPS system in my car that shows me a visual map of the shortest 

route to my destination and provides me with prompts to keep me on track the entire 

way.  If I should happen to miss a turn or take a detour, the GPS simply recalculates and 

tells me how to get back on track. 

 

' '  
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Unfortunately just creating your 60-Day Money Miracle Plan is not enough to assure 

that you’ll reach your goal of a debt-free wealthy life.  Once you have your debt plan in 

place, the single biggest obstacle in your path to debt freedom is YOU.  It’s a fact that 

there will be many unexpected events along your path to debt freedom that will tempt 

you to quit.  Things like a job loss, a pay cut, a medical emergency or natural disaster, or 

just the temptation to spend money on something you really want, but don’t really need.  

I don’t know what it will be for you, but I do know there will be something.   

Wouldn’t it be great to have your own financial GPS to show you a map to your 

destination (debt freedom) and tell you how to get back on track every time you stray off 

course?  Would it be asking too much to also include a tool that allowed me to look 

ahead and see what obstacles lie ahead and determine how best to avoid them?  Well 

now it’s possible and I want to share it with you.  It’s called My Financial GPS, or MiFi 

GPS for short. 

The 60-Day Money Miracle plan is a proven debt-elimination plan that works.  It’s very 

simple and anyone can do it.  The key to making it work for you is discipline.  I’ve come 

to the conclusion that the single best thing you can do to exponentially improve your 

chances of staying on course is to automate the entire debt payoff process.   

When I talk to people who created a 60-Day Money Miracle Plan and stopped using it 

before they reached their goal of debt freedom, they usually tell me they quit for one of 

three reasons. 

1. They got lazy or tired of keeping financial records 
2. It was too complicated – Too much math 
3. They made a big mistake because they couldn’t see the impact of their decision 

before they made it 
 

The MiFi GPS program was developed by a group of entrepreneurs that share my 

passion for helping people get out of debt and solving their money problems.  I’ve 

teamed up with them to give you the ability to automate the entire 60-Day Money 

Miracle process for less than a trip to your favorite fast food joint each month. 
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BENEFITS OF AUTOMATION 

Technology has made it possible for you to create your own financial GPS system that 

will allow you to see exactly where you’re at on your journey to financial peace of mind.  

When you know where you’re headed and the shortest route to get there, it’s easy to stay 

on track and you will dramatically increase your odds of success.  Let’s take a look at 

some of the powerful features of the MiFi GPS program. 

Automate your recordkeeping - When you use the MiFi GPS you’ll never have to 

worry about keeping track of your personal checks or credit card transactions ever 

again.  Most people I know never balance their checkbook.  They may enter each check 

into their check register or have duplicates of every check, but they honestly don’t know 

the balance in their account until they see the monthly statement showing all their 

transactions for the month.  That’s a dangerous way to operate.  If you’ve ever bounced a 

check, you know what I mean.  It can be embarrassing and expensive, both things we’d 

like to avoid. 

The MiFi GPS program connects directly to your banks and credit card companies to 

automatically update each time your write a check, use your credit card or make a 

payment.  Over 25,000 financial institutions are already set up in the system and you 

simply select them from the list and then enter your login information from your online 

banking program.  If you don’t find your bank or credit card company in the list, just let 

MGPS know the details and they will work to add them to the program.  It’s that easy.  

Then entire setup process can be completed in less than an hour and you only have to do 

it once.  If you need help, the MGPS team can set up an appointment to walk you 

through everything to make sure you get setup right the very first time.  With the great 

tutorials that are built into the program and the excellent support team at MGPS, you’ll 

find the answers to all your questions quickly and easily to get all the benefits of this 

powerful program.  

 

 



 
 

 
 

88 

Once you link up to your financial institutions, all your transactions are automatically 

loaded into the system and you’ll know where you’re at just by looking at your personal 

dashboard, which is the first screen you see each time you login.   They program updates 

dynamically so each time you use your credit card, or write a check, the totals will 

automatically update on your dashboard.  In addition to the totals you see on your 

dashboard, you can also look at each individual transaction to see the details. 

 

It’s great to get all your financial information in one place so you can see how all your 

accounts work together.  In addition to your banking and credit information, you can 

also enter your brokerage accounts into the system so those totals are also included in 

your reports.  You can also enter other financial information like your Mortgages, Rental 

Properties, Retirement Accounts and any other personal assets using the manual entry 

feature.   Your goal should be to get everything you have into the system so you can see 

the entire picture of your finances in one place. 
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Very few people I’ve worked with over the years actually create and use a budget and the 

primary reason is that they are too lazy to keep track of things.  One of the most 

powerful features of this program is the budgeting tool.  As you write checks and use 

your credit cards, the system will automatically categorize every single expense to help 

you build and track your budget. 

One of the neat features of this tool is that it has the ability to literally learn as you 

spend.  Since there are literally thousands of people using this platform, the system has 

a huge database of Payees that it can reference to help you categorize your expenses.  It 

will automatically assign a category for each expense, but you’ll be able to change it or 

add more detail if you need to.  So the longer you use the program, the more automatic 

and accurate it becomes.  This feature will dramatically cut the time it takes to stay on 

top of your expense.  Now rather than spending hours entering and categorizing 

transactions in Quicken, the program will be doing all that for your, automatically. 

Now if you want to know exactly how much you’re spending on gas or groceries, you can 

check your budget and find out.  Once all the information is entered, you can set your 

own limits for each category and track your spending each month to make sure you stay 

within your budget.  That’s budgeting that actually works! 

No Complicated Math – In addition to entering all your debts and obligations, you’ll 

also enter all your sources of income along with how much you get paid and when.  

Using your income and debt information, the program will automatically prioritize your 

debts and show you the recommended payments to make to follow your 60-Day Money 

Miracle Plan.  In the previous image you’ll notice that next to each debt listed on the 

dashboard is the next payment date and amount.  This information is automatically 

calculated using the 60-Day Money Miracle formula you learned about in Chapter 6.  

The program has already analyzed your debts, prioritized them and set the proper 

payments for you without having to do a single calculation on your own. 
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All you need to do is make the payment the program has suggested by the due date.  You 

can even go one step farther by adding the optional bill pay feature to the program and 

the payments will be made electronically for you right on time so you never miss a 

payment.  Now there is no more excuse for getting off track or making a late payment.  

You’ll know exactly where you are at any point and know exactly what you need to do 

next to stay on track. 

I’m a big believer in positive reinforcement when it comes to getting out of debt.  As I’ve 

watched individuals and families apply the 60-Day Money Miracle approach I’ve seen 

incredible energy and excitement each time they experience the success of paying off a 

debt.  Each retired debt becomes a milestone on their path to debt freedom that 

provides much-needed motivation and inspiration to stay on track.  To help you see the 

big picture, at the top of your dashboard you’ll see three key pieces of information that 

tell you in simple terms where you’re at and how much farther you have to go, and how 

much real money you’ve saved by following your plan. 

 

 

 

Just like a real GPS navigation system, the MGPS system will automatically recalculate 

your course if you happen to make a mistake.  It knows where you’re at and where you 

want to go, all you have to do is follow the directions it gives you and you know you’ll be 

taking the shortest route to a debt-free wealthy life.   
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You can also see the exact roadmap you need to follow to reach your goal using the 

Action Plan that is built into the program.  This tool details each source of income and 

your scheduled payments in sequence so you can literally see the step-by-step directions 

you need to follow to accomplish your goal.  The summary bar on the right even shows a 

simple net worth calculation so you know what you’re worth every step of the way. 

 

 

 

See the future before you make a mistake – When I look back on some of the 

worst mistakes I’ve personally made with my own money, it’s always easy to see where I 

got off track after I start to experience the consequences of my bad decision.  For 

example, after losing money on a failed real estate investment, it was easy to see a few 

important details that were left out of my analysis of the opportunity prior to making the 

investment 
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When I talk to my students about the worst mistakes they’ve made with their money, 

almost all of them tell me that they would have made a different choice had they known 

the consequence of their decision in advance.  Simply put, even without a lot of 

experience, most of us will make the right choice when it comes to money if we know the 

consequences in advance.  It’s been proven to me over and over again that most money 

decisions come down to simply using common sense, but we need all the details upfront. 

My favorite feature of the MGPS program is the “True Cost” tool.  This tool allows me to 

see into the future to assess the consequences of a spending decision before I make it.  

It’s like having my own crystal ball.  Now when I want to buy that new ATV I can see 

exactly how it will affect my debt payoff plan.  I’ll know the “true cost” of every purchase 

before I make it and how much longer it will delay my debt payoff date. 

 

 

 

In the image above you see we’ve added an $8000 ATV purchase to our action plan.  

The program tells us the “True Cost” of this purchase is over $26,000 and it’s impact on 

our payoff date and interest savings are also reflected in the summary bar at the top.  

Compare the years to pay off and interest saved to the totals on the previous page. 

If you saw that buying an $8000 ATV would postpone your debt freedom day by nearly 

a year and cost you a total of $26,000, perhaps you would have the will power to put off 

that purchase until you could afford to pay cash, or perhaps consider a less expensive 

ATV to satisfy your wants.   
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That’s the power of having your own personal financial GPS.  It’s like having a crystal 

ball to see the future consequences “before” you ever spend a penny.  When you have 

this type of information at your fingertips, it’s easier to make wise money decisions and 

avoid those challenging consequences. 

 

A PICTURE IS WORTH A THOUSAND WORDS 

For most of us, pictures are much easier to interpret than a bunch of numbers in a table.  

In the Reports area you’ll be able to access some simple graphs that help you visually see 

where you’re at and how you’re doing.  Here’s my personal favorite, the payoff date 

graph. 

 

If the bars in this chart are not declining each year, you’re not following your plan and it’s time 

to make some changes to your money routines. 
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You can also see your current Net Worth in graphical form with this report.  Keep in mind this is 

dynamically updated to reflect your current Net Worth with every paycheck or expense that goes 

through the system. 

 

You can also see out into the future how your Net Worth will grow if you stick to your plan. 
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You can also see your budget in picture form to see how you’re doing and spot those 

expenses that are exceeding your preset limits.  When you see your money in such 

simple graphical terms, it’s much easier to make some of those tough money choices. 

 

 

SIMPLIFY YOUR TAX RETURNS 

Another benefit of using the MGPS program is the report tools allow you to quickly 

assemble your financial information so you can fill out your tax return.  If you ask any 

IRS auditor, they will tell you that when they do an audit they typically see many 

deductions that are available to the taxpayer that they didn’t take.  Given the complexity 

of the tax code, I’m sure that’s no surprise to you.   
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Many people I talk to take their standard deduction simply because they didn’t keep 

good enough records to determine if they could save more money by itemizing their 

deductions.  When you have access to these detailed reports, you can make those types 

of decisions quickly and easily.  If you’re someone who hires an accountant or tax 

preparer to help you with your return, chances are you’ll save a bunch of money when 

you can provide them with these detailed reports as a starting point when they begin 

working on your returns. 

 

If I had to sum up the primary reason people don’t follow through on their 60-Day 

Money Miracle Plan it would come down to one word… 

P R O C R A S T...   I’ll just finish that later. 
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When everything is done for you and kept up to date automatically, it’s much harder to 

fall off the wagon.  If you can follow some simple directions, you can be debt free.  It 

won’t happen in a month, but it will happen eventually.  If you really want to get out 

from under the burden of your debts and eliminate money stress from your life forever, 

you need to have your own financial GPS.  I’ve made it easy for you to get started with a 

package to fit every budget.  Just visit rossjardine.com and pick the package that 

works for you.  You can also watch a few video demonstrations of the MGPS tool in 

action.  The average interest savings for those who follow the 60-Day Money Miracle 

plan is over $100,000 if they have a mortgage as part of their debt.  This powerful tool 

will improve your chances of realizing that massive savings for less than a dollar a day. 

There’s no better way to improve your chance of experiencing your own 60-Day Money 

Miracle than by using the power of technology to automate the entire process. 
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Chapter	  8 

 
 

	  	  
Manage	  Your	  CreditManage	  Your	  Credit 	  	  

 

“The most important thing for a young man is to establish credit - a reputation and 
character.” 

-John D. Rockefeller 
 

 
 

MOST PEOPLE GET into financial holes by mismanaging their credit. Credit is an 

integral part of living in today’s financial world, but it’s also the single biggest obstacle 

in your path to wealth. The decisions you make about how you use your credit will be the 

single-largest determining factor in whether you reach your goal of a debt-free and 

wealthy life.  

 

I’m convinced that most people wouldn’t get themselves into a credit crisis if they simply 

understood the ins and outs of credit a little better. So I’m going to provide you with 

some insight that will help you take better care of your credit. You can turn credit from 

an obstacle into an advantage if you understand a few simple concepts. I also realize that 

if you’re reading this book, you may already have a bad credit record, and so I will show 

you some of the legitimate ways you can fix it.  

 

Getting out of debt takes sacrifice and hard work. There are no shortcuts. Creating a 

good credit record or fixing a damaged one also takes work and time. The things you’ll 

learn in this chapter are things you can start doing immediately to improve your credit 

record, even while you’re still getting out of debt. 

 

 

 

' '  
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Many books have been written on managing credit, and it’s not my intent to overwhelm 

you with a ton of complex strategies you’ll likely never follow through on. I’ve chosen to 

focus, instead, on the most common issues that need your immediate and continued 

attention. We’re going to look at the acceptable uses of credit, your credit report, how to 

repair your credit, dealing with bill collectors, how to avoid identity theft, and what to 

do if you’ve been a victim of identity theft. 

 

 
ACCEPTABLE USES OF CREDIT 
 

The overuse of credit is the number one problem in many American households. Credit 

has been too easy to get for too many people who have no business having it, let alone 

using it. Credit has enabled many to live far beyond their means without any 

accountability. The abuse of credit is the number one cause of divorce, bankruptcy, 

stress, and unhappiness.  

 

To get through life without using credit in some form is not realistic for most people. 

Credit, used responsibly, can be a tool for managing major financial purchases. 

Unfortunately, many of the things people use credit for are nothing more than wants, 

with no potential for return on investment. Credit should be restricted to needs only. I’m 

of the opinion that you should limit your use of credit to three things: 

 

1. Housing 

2. Transportation 

3. Education 

 

Let’s take a look at each of these acceptable uses of credit individually. 

 
Housing 
 

If you’re willing to put off the purchase of a house, it’s certainly better to pay cash, but 

borrowing money to purchase a house is an acceptable use of credit. The biggest mistake 

people make is buying a house they can’t afford. 
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I can remember purchasing my first house and the major stress that transaction caused 

me. That house cost $69,000 back in 1991, and my mortgage payment was $400. That’s 

probably not a lot of money by today’s standards, but the thought of having that much 

debt and a $400 a month payment probably kept me from buying a house for a year or 

two after I could actually afford one. I simply didn’t want the financial pressure. But 

with a wife and child, and another on the way, we needed more space than the 

apartment we were living in. So it was time. I didn’t have enough money to pay cash, but 

I had enough for a solid down payment and the income to support the monthly 

payments that would follow.  

 

I could have qualified for a much larger house, but I knew I would be able to afford my 

$400 payment for an extended period of time if my employment situation changed. 

That was a key factor in the choice my wife and I made. So we bought a modest house 

that was far less than what I could afford, but was more than enough to fulfill our needs.  

 

When I finally decided to buy the house of my dreams some ten years later, the decision 

for me was no different than the first time around. I had great credit, lots of money in 

the bank, and a substantial annual income. But I chose a house I could pay cash for if I 

wanted to and one that would have a mortgage payment well within my means if I opted 

to finance it. I could have purchased a much more expensive home and afforded the 

payment just fine, but I didn’t need it! 

 

Too many people buy far more house than they can afford, and it becomes a financial 

anchor that holds them back from ever enjoying a debt-free and wealthy life. I call these 

people house poor. What would you rather have: a big house, or a more modest home 

and enough money left over to live a comfortable lifestyle? 

 

Just over the hill from my house is a major new development with hundreds of homes, 

many with prices of over a million dollars. When I drive through these neighborhoods, I 

see many 20-30 year old couples with small children living in these massive, expensive 

homes. I’ve made a great income for most of my career, and I know what it takes to 

afford a million-dollar house. The question I always ask myself when I see these young 

families is, "What kind of work do they do to afford that house?" Are there really that 

many high-paying jobs in our community that so many people can now afford million-

dollar homes? 
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The short answer to that question is NO! 
 
The only way most of these people could afford their million-dollar houses was with a 

creative loan that allowed them to finance the purchase with no or little money down 

and to make interest-only payments for some period of time. If they had to make a 

payment of principle and interest, their payments would likely be far beyond their 

means. They were banking on their house appreciating in value enough that they could 

sell it in a few years, before the payments went up, and capture a big equity payday that 

could be rolled into a new and larger house to start the cycle all over again. I even had a 

young father explain the whole process to me and give it a name. He called it "equity 

milling." I call it "stupidity" and "living far beyond your means!" 

 

My business partner, who also lives in a very, nice upscale neighborhood, attended a 

homeowners’ association meeting recently that devolved into a debate over the value of 

adding a stone wall and iron gate to the entrance of the neighborhood. The handful of 

neighbors pushing for this new feature were all young couples who had made some fast 

money from the hot real estate market in our area. When my partner asked them why 

they would want to spend all this money on something as useless as a wall and gate, the 

ringleader replied, "Don’t you get it? By adding a wall and gate, our homes will be 

appraised at a higher value, and we’ll be able to pull more money out of them to invest 

and spend." When my partner suggested that the plan would also result in an increase in 

his property taxes, the ringleader dismissed him as being too "old school."  

 

In the financial crisis of 2007-2009, when real estate prices all over the country began to 

plummet. Interest rates also increased dramatically, and the easy credit of the past few 

years came to a screeching halt as banks and major lenders were (literally going out of 

business or being taken over by the regulators.  

 

Nearly one-half the young real estate tycoons in my partner’s neighborhood have moved 

out, many doing the "midnight move" to escape the creditors who were after them for 

the delinquent payments on those million-dollar homes. No wall or gate was ever built, 

and these homes now sit vacant as the banks try to liquidate them. My partner was 

unaffected and is still enjoying the home of his dreams, for which he paid cash. I guess 

old school "gets it" after all. 
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Back in the neighborhood near my home, one of my young friends is living in a home 

that is worth 40 percent less than what he owes the bank. In addition to the house’s 

depreciation in value, he has negative equity because all the payments he’s made have 

only gone to cover interest. The extra money he made beyond his mortgage interest 

payment went to furnishing the home and filling the garage with other "things" he 

couldn’t really afford. To make matters worse, his "adjustable rate" payment is now 

double or triple what it was when he moved in. My friend is in a financial hole that he 

and his wife likely will never be able to climb out of. It’s no big surprise that there are 

"For Sale" signs at nearly every other house along the street in that neighborhood, and 

my young friend is now learning some very expensive and crushing lessons about 

dealing with credit and making good choices.  

 

So, it’s okay to buy a house with a mortgage if there is no other way to do it and you need 

it, but make sure it’s a house you can afford—no matter what happens to the economy. 

Make sure you have enough money to make a solid down payment (20 percent or more). 

That will help you get both a better interest rate and a lower payment, which will enable 

you to pay off the house much faster and still be able to enjoy a comfortable lifestyle in 

the process. It’s much better for the marriage, the emotions, and the pocketbook to live 

in a modest house you can afford than to be strapped to an expensive home you can’t. 

 
Transportation 
 
Much like the type of house you choose to live in, the kind of car you drive has become a 

lifestyle choice. Let me make an important point right up front. Cars depreciate in value. 

Cars are a terrible investment, no matter how you look at it. It’s the rare car, usually one 

that sits in a garage under a cover and is not even used for daily transportation, which 

goes up in value. So if you really want to become debt-free and wealthy, you need to 

make wise decisions when it comes to the car you drive. When you’re living that wealthy 

life, you can drive the cars of your dreams. I love cars. I’ve said it before and I’ll say it 

again. They have been my one indulgence (along with golf), and they’ve cost me a small 

fortune. But I’ve never borrowed to buy one of them! 
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Only in extreme cases should you borrow money to buy a car. And you should never 

lease a car. Leasing is typically the most expensive way to acquire a vehicle. I know this 

sounds harsh, but you should limit your choices for transportation to vehicles that you 

can pay cash for, if at all possible. That means you may not be driving the car of your 

dreams just yet, but if it’s reliable and economical, it’s a good financial choice that won’t 

impede your progress to freedom from debt and a wealthy life.  

 

If possible, you should also limit yourself to one vehicle, if you’re trying to get out of 

debt. This may be a big sacrifice for a couple or a family, but the savings from getting rid 

of every car but one can be huge. You save on licensing, taxes, fuel, insurance, repairs, 

and tires. These are expenses that easily register in the thousands per year for most any 

car. Having one car will make you more conscientious about planning trips, which 

typically results in fewer unnecessary trips and more savings on gas, insurance and 

maintenance. 

 
Never buy a new car. I admit I’ve bought a few new cars, and I can honestly say that they 

have been the biggest money losers of them all. If you must buy a new car, plan on 

driving it until the wheels fall off to get every last ounce of value out of it. A better choice 

is to buy a late-model, used car. There is typically a glut of cars in the two or three year 

old range that come back into car dealerships when leases expire. These cars are often 

still under a factory warranty, have low miles, and have already taken the biggest 

depreciation hit that occurs when you drive the car off the lot. Even if you don’t plan to 

keep the car for a long time, you should remain focused on the overall cost of ownership. 

If you’ve ever read the classic book, The Millionaire Next Door, you realize that the kind 

of car you drive is usually a poor indicator of wealth. I’ll spare you the details. Get the 

book. It should be required reading. 

 

You may find this surprising, but one of my favorite cars of all time, a black Porsche 911, 

was also the most inexpensive car to own that I have ever had. It was a car that was 

about four years old when I bought it for almost half of what it would have cost brand 

new. I drove it for a couple years, loved every second, and then sold it for a few thousand 

less than I had paid. I figured the car cost me less than $2,000 per year in depreciation, 

in addition to normal service visits and fuel.  
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Compare that to the hit you’d take if you buy a new Chevrolet or even a Honda off the 

local dealer’s lot. A car that is two or three years old will not only be less expensive to 

buy, but less expensive to insure and license, which will help preserve your cash flow. 

Stop thinking about how the car you drive makes you feel and start thinking how to 

optimize your spending on transportation. You’ll likely accelerate your progress toward 

a wealthy life by an order of magnitude over someone who needs a nice car to feel 

wealthy. I’d rather be wealthy than just feel wealthy. How about you? 

 

So when you’re deciding what to drive, think reliability and economy, not status and 

prestige, and then you’ll be far more likely to make a wise financial decision. When 

you’re out of debt and on your way to a wealthy life, you can upgrade your 

transportation to something nicer that you can pay cash for. 

 

Education 
 

I believe that education is an investment in your future, and for that reason it makes my 

short list of acceptable uses of credit. When I was in college, I remember thinking it was 

so easy to borrow money, and it seemed like the lenders were giving me forever to pay 

them back. I thought, "How can I pass up such a great deal?" Only after I graduated and 

started working—and those long-delayed student loan payments came due—did I realize 

the true cost of borrowing for an education. 

 

Depending on your situation and the financial means of you and your family, you may 

need to borrow money to get the education you need in order to succeed in the 

workplace. But before you accept one of those easy offers for credit, make sure you really 

need it. Exhaust all potential sources of financial aid including scholarships and grants 

first. I supported myself through college and paid for most of my education with part-

time jobs, scholarships, and Pell grants.  

 

Only use student loans to pay for education, not living expenses. I was able to hold down 

a part-time job, sometimes two, during most of my college days, which covered my 

housing, food, and entertainment. You can do it. You’ll be happy you did, and you’ll get 

a huge jumpstart on living a wealthy live if you do. 
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My brother–in-law is a very successful dentist who now teaches at a dental school. We 

were talking at a recent family gathering about debt, and he told me he had just 

conducted interviews to fill a vacancy at his former dental practice. He said he 

interviewed a half-dozen candidates and the average debt they had from school was over 

$300,000! Wow! A professional education is expensive, but many of these candidates 

had used the easy credit to sustain a dentist’s lifestyle before they even graduated and 

drilled a single tooth or fixed a single cavity. 

 

So if you need credit to get an education, it’s one of the three things I believe is an 

acceptable use of credit. But use it wisely and only for actual educational costs. This rule 

would apply to any type of education that will help you increase your ability to earn a 

living. 

 

I’ve had a number of opportunities to speak to students nearing graduation at the local 

university where I live. They are about to leave the sheltered world of student life and 

enter the dog-eat-dog working world. Many of them will begin their first job saddled 

with student loans and other debts. The advice I give them is simple. Don’t delay paying 

off your debts once you get a job just because your lender says you can wait a little 

longer before you have to start paying. The sooner you pay off your student loans, the 

better the deal you got on your education and the sooner you’ll actually be able to afford 

the lifestyle you went to school to get. 

 
Many of you have probably attended college already and know that the standard of 

living is nothing to brag about. I remember living in a small basement apartment with 

half a dozen other guys in conditions I would say had to be a notch below the poverty 

level. But we got by and had a great time. Life was good. So I tell these new graduates to 

keep living like a student for another year once they get a job and put all the extra 

money they make toward paying down their debt. It’s almost impossible to do this after 

you’ve upgraded your lifestyle because you then know what you’re missing and it’s ten 

times harder to make that sacrifice. It’s easy to sacrifice for a little while longer if you 

haven’t yet experienced that lifestyle upgrade. 
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I would give the same advice to anyone who is already working and gets a raise or a 

promotion. Wait one year after you get that increase before you spend the extra money 

on enhancing your lifestyle. Apply 100 percent of the raise to your debts, and you’ll get 

to your wealthy life that much faster and be able to enjoy it that much longer. There is 

no better way to fast track your progress to a debt-free and wealthy life than to keep 

your lifestyle in check. 

 

It’s also a great idea to develop the right habits right out of the gate after school. Don’t 

fall into a credit trap and immediately expand your debt just because you now have 

some extra cash flow and can afford a few payments. Pay cash for everything, if possible, 

and develop a solid budget and savings plan to guide your spending decisions. Then 

you’ll avoid some of the common pitfalls many graduates make in their first few working 

years. Bad spending decisions in your first years out of college may put you in a hole that 

often takes the rest of your life to dig out of.  

 

So when it comes to using credit, there is only three acceptable uses in my book: 

housing, transportation, and education. Each decision to add debt, even for these three 

acceptable uses, should only be done after considerable deliberation. 

 

 

YOUR CREDIT REPORT 
 

Your credit report is like a financial report card that lenders, employers, and merchants 

use to assess your financial condition and discipline. What kind of grade they see when 

they look at your credit report will have a huge impact on your ability to borrow money, 

buy a home, rent an apartment, and even get some jobs. You need to know what your 

credit report says about you and do all in your power to make sure it reflects positively 

on you and your financial discipline. Before you go any farther, you need to take a look 

at your credit report. It’s easy to get a copy, and it’s totally free. You are allowed to get a 

copy of your credit report once a year from each of the three credit reporting agencies.  
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To get a free copy go to: www.annualcreditreport.com 

 

Or you can submit a request by mail to: 

 

Annual Credit Report Request Service 

P.O. Box 105281 

Atlanta, GA 30348-5281 

 

You can also request it toll-free at: 1.877.322.8228 

 

 

THE CREDIT REPORTING AGENCIES 
 

There are three credit-reporting agencies that keep a record of your credit. 

 

Here are the names and contact information for each. 

 
Experian 
P.O. Box 2104 

Allen,TX 75013 

1.888.397.3742 

www.experian.com 

 
Equifax 
P.O. Box 740241 

Atlanta, GA 30374 

1.800.685.1111 

www.equifax.com 

 
TransUnion 
P.O. Box 2000 

Chester, PA 19022-2000 

1.800.916.8800 

www.transunion.com 
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Each agency uses a slightly different format for their reports, but the information 

contained in the reports is basically the same. The information can be broken down into 

four basic categories. 

 
1. Personal Information – This includes your name, date of birth, and social 

security number, along with your current and past addresses, current and past phone 

numbers, current and past employers. The first time you see this, you’re going to be 

amazed at how much others can learn about you just by looking at your credit report. 

 

2. Credit Information – Everything you have ever done in the world of credit is 

listed here, including all your credit cards, auto loans, student loans, home equity 

loans, mortgages, and any other type of loan you have or have had in the past. 

Included with each item will be the current balance, credit limit, and monthly 

payment. It will also show a detailed history of your payments with each item. It’s all 

here, the good and the bad. 

 

3. Public Records – This section includes any information that’s in the public record 

about you. If you have had any legal judgments or tax liens against you or your 

property, they’ll be listed. Unfortunately, most of what’s in this section is stuff you’d 

probably rather others not know about, but it’s all here for the world to see. 

 

4. Inquiries – This is a record of the people who have been checking on your credit. 

Each inquiry will remain on your credit report for two years. You’ll be able to see 

every credit card or loan you’ve applied for listed in this section of your credit report. 

It’s interesting to see who is actually looking at your credit report. Things that don’t 

appear on your credit report include: bank account balances, race, religion, health, 

criminal records, income, and driving records. 

 
When you get a copy of your credit report, you need to study it carefully to make sure 

that all the information is correct. I’ve heard it said many times that over 80% of all 

credit reports have errors on them. If you find errors, make a list. In a minute we’ll show 

you how you can fix them or at least contest them. Also, make a note of any items on the 

report you don’t believe belong to you. They may be legitimate items, but you need to 

check on anything that doesn’t look familiar. 

 



 
 

 
 

109 

Another key part of your credit report is your FICO score. This credit score was 

developed by Fair Isaac and Company, thus the name FICO. Your FICO score is a 

number between 300 and 850 that equates to your credit worthiness. Think of the FICO 

score as the common denominator of the credit world. This is the number used most 

often by lenders to compare you to others in your ability to manage credit. The higher 

your FICO score, the lower your risk. 

 

A FICO score of 720 is considered average. About 60 percent of all people have a credit 

score above 700. About 10 percent have a FICO score above 800. If your credit score is 

below 700, you are considered a credit risk. This may result in your being turned down 

for credit or being granted credit with a higher interest rate, lower limits, or both. If 

your credit score is below 600, you will be considered a high credit risk, and it will be 

very difficult to get any kind of a loan. 

 

Your FICO score is calculated using a very secret formula that takes into account many 

variables from your financial life. The FICO score is not included with the free annual 

credit report from the three reporting agencies. When you request your free annual 

report, the credit bureau will typically ask if you’d like to get your FICO score for a small 

fee. This is because the bureaus have to pay Fair Isaac to calculate it, so they pass the 

cost on to you. The credit agencies are working to replace the FICO score with a new 

type of credit score called the Vantage score. This score is calculated using a formula the 

credit reporting agencies developed so they control it. It’s not widely used or accepted 

yet, but expect it to be more common if the credit reporting agencies have anything to 

say about it. 

 

Your FICO score is calculated using five primary pieces of information. Here’s what they 

are and the weight they are given in the secret formula: 

 

It is secret.  If everyone knew it, we wouldn’t need the credit agencies to keep track of it.  

They would lose their relevance.  I would like to keep it as is. 

 

1. Payment History (35 percent) – This includes the number of accounts you have, 

payment history, past due items, time since your last late payment, and other 

payment-related issues. 
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2. Credit Limits and Lines (30 percent) – This includes the credit limit on each of 

your loans and credit cards, as well as how much of that limit has been used. If 

you’re getting close to your limits, your score will be lower. 

 

3. Credit History (15 percent) – This is a record of all the credit accounts that 

you’ve had. You’ll see how long each account has been open and when the last 

activity was. The longer the history on a debt, generally the better. 

 

4. Type of Credit (10 percent) – This item reflects the different types of credit 

accounts you have, such as credit cards, mortgages, car loans, and department and 

gas cards. A good mix is a positive, while too many credit cards will drag your score 

down. 

 

5. New Credit (10 percent) – This item reflects the new activity in your credit 

record. This is where you’ll see the recent inquires for new accounts and records of 

new accounts opened. A flurry of inquires or lots of new accounts will drag down 

your credit score.  

 

If you take a quick look at the percentages of the items that contribute to your overall 

credit score, it’s easy to see what has the most impact. The two single biggest influences 

on your credit score are whether you pay on time and how much of your available credit 

you have already used.  

 

Here are a few tips to help you improve your credit score. 

 

 Make your payments on time – This is the most critical part of improving your 

credit. You need to make sure you pay your bills on time to avoid late penalties and 

negative items on your credit report. Develop a system for paying bills that ensures 

they arrive to your lenders before the due date. Don’t get lazy or you’ll pay the price. 

 Don’t move your accounts around – Transferring a balance from one card to a 

new card to get that low introductory rate or to avoid a payment may seem like a 

great strategy, but the credit reporting agencies will see what you’re doing and it will 

negatively impact your credit score. Stability is the key here. Established accounts 

over long periods with solid payment histories are the keys to a good credit score. 
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 Don’t exceed 50 percent of your available credit – If you’re nearing the limit 

on a credit card, it’s going to knock down your score. This reality may factor into the 

debts you choose to pay off first in your payoff plan. Once you get below the 50 

percent threshold, don’t run it back up. It’s an even bigger plus to keep the balance 

below 30 percent of the available credit line. If you have an open account without a 

large balance, you may consider transferring part of your balance from another card 

to get both of them below the 30-50 percent range. 

 Increase your credit limits – If you’re close to the limit on a credit card and 

you’ve made your payments on time, you can improve the impact of this debt on 

your credit score by calling the company and asking for a higher credit limit. If you 

have a solid payment history, they are likely to grant that request. With a higher 

credit limit, the same balance will be a lower percentage of the available credit, and 

this will help improve your credit score. 

 Do not close old accounts – It generally does your credit more harm to close an 

old, unused account than to just leave it alone. If it’s a card you’ve had for a long 

time, the long history on the account may actually help you. 

 Pay more than the minimum – If you’re trying to eliminate your debt, you’re 

likely focusing all your resources on one account at a time and paying far more than 

the minimum payment. That’s a good thing. Keep it up until all the debts are paid off 

and you’ll have a stellar payment history on your credit report—and a credit score 

that reflects it.  

 Consider paying cash for everything – Just because you have credit doesn’t 

mean you have to use it. 

 Don’t apply for new cards – If you receive an offer, just say no! The inquiries for 

new accounts will pull down your credit score. Plus, once you reply to one of those 

offers, your name is going to get passed around as a "hot prospect" and you’ll receive 

even more offers for credit in the mail. If you would like to reduce the number of pre-

screened credit and insurance offers you are receiving, visit 

www.optoutprescreen.com or call 1-888-5OptOut (1-888-567-8688) to opt-out of 

these offers. This is a free service to consumers offered by the major credit bureaus. 
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 Don’t use your cards for cash advances – This shows desperation or lack of 

money management and could lower your score.  

 Avoid department store and gas cards – These cards typically have the most 

unfavorable terms and rates. Don’t fall for the points or cash back incentive 

programs. You can pay for gas and clothes with your credit card just as well and get 

points there too. 

 Never skip a payment – If you want a black mark on your credit report, this is a 

sure way to get it. Stay current with at least the minimum payment. 

 Be proactive when you have problems – The worst thing you can do if you 

have an emergency that is going to affect your ability to make a payment is to do 

nothing. Before the due date of the payment, you must call the lender and explain 

the situation and try to work out an arrangement they are happy with. Being 

proactive can help avoid a negative report. Don’t procrastinate when you have a 

problem. 

 Never co-sign on any debts – It’s tough enough to manage our own debt, let 

alone be responsible for someone else’s. The simple fact that they can’t get 

a loan on their own should tell you that you’re taking a huge risk. An 

exception here may be for your own child. Just go into this situation with 

your eyes wide open and consider the amount of the loan a gift so that if 

it does go bad and you have to pay, you’re not surprised. Managing your 

credit isn’t hard if you stop to think about the big picture. 
 

If you make your payments on time and keep your balances low, you’re making 

progress. Your credit record can be ruined in a heartbeat, but it takes a long time to 

repair the damage. Many of the things that negatively impact your credit score are the 

result of being lazy, so step up and take control of your credit so you can use it to your 

advantage. A good credit score will help you get lower rates on your home or car loans, 

lower insurance rates, and maybe even a better job. 
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HOW TO REPAIR YOUR CREDIT 
 

If you’ve had some credit challenges already, you’re likely to have a few blemishes on 

your credit report. And if you’re aware of those blemishes, you likely have noticed the 

large numbers of radio, television, and newspaper advertisements offering credit repair 

services. This is one of the shadiest industries you could ever get involved with, and I 

want you to know that there is almost nothing these companies can do to repair your 

credit that you can’t do yourself for free. 

 

If you get a copy of your credit report and you see errors, you can send a request directly 

to the credit reporting agencies and have them correct mistakes. Use the addresses I 

gave you earlier in this chapter and get busy. A few simple things would be to correct 

any misspellings of your name so that all accounts are in the same name. You can ask 

them to remove any inquiries that are over two years old to get that number down and 

improve your credit score. If there is a debt on your report that you don’t recognize, you 

may have been a victim of identity theft. Check it out quickly. I have a few tips for you 

later in this chapter on how to avoid identity theft and what to do if you’ve been a victim. 

 

Managing your credit report is mostly about knowing what people are saying about you 

and making sure it’s correct. The process may take a little time and it will certainly be 

frustrating, but the results will be worth it. 

 

 

DEALING WITH BILL COLLECTORS 
 

There is almost nothing worse than dealing with constant calls from collection agencies 

trying to collect on past debts. As if the stress and pressure of having debt in the first 

place weren’t bad enough, we often have to deal with relentless collectors who badger 

and bully people into paying past-due debts. 

 

There are some strict laws that govern how debts can be collected, and if you know them 

and use them to your advantage, you will be much better prepared to deal with these 

annoying calls and eventually bring them to a halt 
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When a company reaches the point where they no longer feel they can collect a debt, 

they often sell off that account to a debt collector. The debt collector pays the company 

pennies on the dollar for the right to call on these bad debt accounts to see if they can 

collect something. They are very good at what they do and often convince a person that 

they must pay to avoid getting sued or having further damage done to their credit. They 

will often go to great lengths to harass and pressure you into paying a past-due debt. 

 

If you get a collection call or letter, here are a few simple steps to help you stay in 

control. 

 

1. Get all the contact information from the person trying to collect the debt. 
This includes their name, the name of their company, their address, phone number, 

and email address. 

 

2. Verify the original source of the debt. Call the original lender if you can’t 

remember and verify the original amount, when it was due, and any penalties or 

interest being charged. Ask them whom this debt was given to for collection. Make 

sure the debt has not passed the limit of the statue of limitations for your state. If the 

debt is past this date, it’s not collectible. 

 

3. Keep a record of every call or letter. You may need to refer back to something 

that was said or agreed to in a previous exchange, so keep some notes on what you 

talk about and what you agree to. 

 

4. Don’t agree to anything in the first call. You have some work to do before you 

start making any commitments. The key here is to not feel pressured, no matter what 

they may tell you. Keep your cool and put off making any promises or 

acknowledgments until you have had time to verify everything on your own. If you 

pay anything on a debt that’s past the limits for your state, you automatically start 

the statute of limitations over again. These collectors are often dishonest and 

aggressive in their tactics. They are bound by some tough laws contained in the Fair 

Debt Collection Practices Act (FDCPA), but that often doesn’t stop them from doing 

things they know will make you uncomfortable or create extreme pressure to settle 

the alleged debt. Here are a few things to help you know your rights and keep 

collectors from crossing the line: 
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 They can’t harass you by using profanity or making physical threats to you. 

Harassment can also be in the form of repeated calls or threatening messages. 

 They can only call between the hours of 8:00 A.M. and 9:00 P.M. 

 They can’t claim to work for the credit agency. 

 They can’t tell you that you’ve committed a crime and can be arrested. 

 They can’t threaten action they are not allowed to take. Examples might include 

taking other assets, garnishing your income, collecting from another family member 

or friend. Typically they must first obtain a court judgment before they can enforce 

these types of collection efforts. 

 They can’t make you pay on a debt that is not in your name. 

 They can’t represent that they are a lawyer or have any legal powers over you, unless 

they can verify that fact. 

 They can’t share your debt problem with someone they believe would cause you 

embarrassment or create pressure to settle, like an employer or family member. 

 

If you feel you’re being harassed or that the debt collector may have violated the laws 

contained in the FDCPA, you should report them to your state Attorney General’s office 

or the Division of Consumer Affairs in your state. You can also report them to the 

Federal Trade Commission (www.ftc.gov). 

 

If they are calling on a legitimate debt, you may need to negotiate with the collector. Just 

remember that they do this every single day for a living, so you’re likely going to be 

outmatched. Get some help from a competent consumer law attorney if you feel you 

need it and if the size of the debt warrants it. 

 

If you choose to negotiate on your own, here are a few tips to help you. 

1.  

2. Make sure they understand the limits of your ability to pay. Don’t make your 

situation any better than it really is. 

3. Start the offer at a very low amount, like 10 cents on the dollar. 

4. When they counter with a much higher number, only raise your offer by a small 

amount. If you offer 10 cents and they come back with a counteroffer of 80 cents, 

don’t make your next offer 40 cents; just bump it to 15 cents. The less you increase 

your offer, the more likely you are to end at a number you like more than them. 
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5. Never agree to a payment plan you aren’t certain you can meet. Don’t be 

embarrassed. Be realistic and honest.  

6. Get any settlement deal in writing before you pay another penny. 

7. Get the collector to agree in writing to remove this item from your credit report. 

Don’t just have them note it as paid. Get them to remove it completely. 

 

The bottom line here is to only agree to do what you know you can do, and get some help 

if you need it. 

 

 

HOW TO AVOID IDENTITY THEFT 
 

As we all know, the bad guys have figured out that it’s pretty easy to take over someone’s 

identity, steal their money, and use fraudulently obtained credit to enhance their lives at 

the expense of their victims. Identity theft is one of the fastest growing crimes in the 

world today. Millions of people each year are having their financial lives destroyed by 

identity thieves. The fact that companies that hold our personal information are 

mishandling it and making it easier for the bad guys to get what they need is only fueling 

this problem. 

 

Identity theft is a serious and growing program in our rapidly changing financial and 

technological world. There are some simple things that you can do to minimize the 

likelihood of your identity being stolen and reduce the damage that can be done if it is. 

 

Here are a few interesting facts to get you thinking about this important topic. These 

facts were published by the Federal Trade Commission in a report about identity theft 

titled, "ID Theft: What It’s All About."  

 

Skilled identity thieves use a variety of ways to gain access to your personal information. 

For example, they may get information from businesses or other institutions by stealing 

it while they’re on the job, bribing an employee who has access to these records, hacking 

into private records, and conning information out of employees. 
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 Here are some other ways thieves can get your information: 

 

 They may steal your wallet or purse. 

 They may steal your personal information through email or the phone by saying 

they’re from a legitimate company and claiming that you have a problem with your 

account. This practice is known as "phishing" online or "pretexting" by phone. 

 They may steal your credit or debit card numbers by capturing the information in a 

data storage device in a practice known as "skimming." They may swipe your card for 

an actual purchase, or attach a device to an ATM machine where you enter or swipe 

your card. 

 They may access your credit report by abusing the authorized access that was 

granted to their employer, or by posing as a landlord, employer, or someone else who 

may have a legal right to your report. 

 They may rummage through your trash, the trash of your workplace, or public trash 

dumps in a practice known as "dumpster diving." 

 They may break into your home and steal personal information. 

 They may steal your mail, including bank and credit card statements, credit card 

offers, new checks, and tax information. 

 They may complete a "change of address form" to divert your mail to another 

location—and then steal your information. 

 

Once identity thieves have your personal information, they may use it to commit fraud 

or theft. For example: 

 

 They may call your credit card issuer to change the billing address on your account. 

The imposter then runs up charges on your account, and because the bills are being 

sent to a different address, it may be some time before you realize there’s a problem. 

 They may open new credit card accounts in your name. When they use the credit 

cards and don’t pay the bills, the delinquent accounts are reported on your credit 

report. 

 They may establish phone or wireless service in your name. 

 They may open a bank account in your name and write bad checks on the account. 

 They may counterfeit checks or credit or debit cards. 
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 They may authorize electronic transfers in your name and drain your bank account. 

 They may file for bankruptcy under your name to avoid paying debts they’ve 

incurred under your name, or to avoid eviction from the apartment they’re renting in 

your name. 

 They may buy a car by taking out an auto loan in your name. 

 They may get identification such as a driver’s license, issued with their picture but in 

your name. 

 They may get a job or file fraudulent tax returns in your name. 

 They may give your name to the police during an arrest. Then, if they don’t show up 

for the court date, a warrant for arrest is issued in your name. 

 

This is scary stuff, and hopefully this list gets your attention. Identity theft should be one 

of your top concerns when it comes to your money. The federal government has created 

a number of very helpful reports and articles on identity theft that you should read. 

Here’s the link to the identity theft section of the government’s website: 

 

www.ftc.gov/bcp/menus/consumer/data/idt.shtm 

 

The government promotes a three-pronged strategy to fighting identity theft: 

 

 

1. Deter 

2. Detect 

3. Defend 

 

Let’s look a little closer at each of these protective measures. 

 
Deter 
 

Protect your personal information. Don’t share personal information with anyone who 

doesn’t need it for a specific purpose. And carefully verify the identity of anyone who 

claims to need it. Destroy all non-essential personal records to avoid the potential of 

these records ending up in the wrong hands. In today’s world, a document shredder 

should be required in every home. Shred all credit offers and non-essential billing and 

personal records. Don’t carry your Social Security card with you, and always keep your 

wallet or purse in a safe place.  
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Keep a record in a safe place of all the credit cards you have, with account numbers and 

contact information. Then if your wallet or purse is lost or stolen, you can quickly take 

action to keep your personal information and credit cards from being used without 

authorization. Be wise about your habits online. Don’t share personal information 

online with strangers. Don’t fill out forms online from sources you don’t know or trust. 

Don’t let strangers use your personal computer, as they may be able to steal personal 

information. Keep track of your checkbook, and keep good records of the checks you 

write. Start paying attention and be aware of the situations you’re in where your 

personal information might be placed at risk. 

 

Detect 
 

Get a copy of your credit report regularly, and review it! Question and challenge any 

items that are not familiar or appear to be in error. If you can’t find a credit card or a 

piece of personal information like a drivers license, take immediate action to report it 

lost or stolen and freeze any credit accounts. It’s easier to undo these actions if you find 

the card later than it is to clean up the mess that can be created by procrastinating. 

Watch your credit and banking statements closely for unauthorized activity. The 

primary goal of an identity thief is to acquire money or goods at your expense. Checking 

your credit report regularly may be your first line of defense in identifying attempts to 

steal your identity and stopping efforts of potential identity thieves. 

 

 
Defend 
 

Report lost or stolen ID or credit cards immediately. Contact all the credit reporting 

agencies listed in this chapter to alert them that you may have been a victim of identity 

theft. They can place a fraud alert on your account to help protect you from further 

damage to your credit. The credit agencies also have very helpful resources with specific 

steps you can take to minimize the damage a thief can do to your credit and finances. If 

you’ve been a victim, it’s time for a crash course. After you file your reports, spend some 

time online reading these resources and putting the ideas into action. Contact all your 

credit card companies and cancel the cards immediately. 
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File a report with the Federal Trade Commission. Its identify theft website is:  

 

www.ftc.gov/idtheft. 

 

You can also call in a report to: 1.877.ID.THEFT (877.438.4338) You should also report 

the crime to your local authorities. 

 

The primary key to beating the bad guys when you’ve been a victim of identity theft is to 

act quickly. This is one of those situations in life where time really is money. Take swift 

action, and you can minimize the damage of identity theft. 

 

 

BANKRUPTCY 
 

The final point I want to make about managing your credit has to do with bankruptcy. 

Many people who have serious problems feel that the only way out is to declare 

bankruptcy. This is often a huge mistake. You should avoid declaring bankruptcy at all 

costs. This creates a black mark on your credit record that will stay for 7-10 years and 

will make it very difficult for you to get credit or insurance. It can possibly even keep you 

from doing business deals or getting a job. If you’re considering declaring bankruptcy, 

get some advice from a lawyer or trusted advisor first to see if there is another 

alternative to solving your credit challenges. There are no easy solutions when it comes 

to serious debt problems, but bankruptcy is seldom the best solution. 
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Chapter	  9 

 
 

	  	  
Saving	  Saving	  –– 	  The	  Fou	  The	  Foundation	  for	  ndation	  for	  

Building	  WealthBuilding	  Wealth 	  	  
 

“The faith in fancifully high returns isn’t just a harmless fairytale. It leads many people 
to chase hot performances that can’t last. The end result of fairytale expectations, 

whether you invest for yourself or with the help of a financial adviser, will be a huge 
shortfall in wealth late in life, and more years working rather than putting your feet 

up in retirement.” 
-Jason Zweig, Wall Street Journal, January 21, 2010 

 
 
 

ONCE YOU CREATE your own 60-Day Money Miracle plan, you’ll be on the path to a 

debt-free wealthy life.  The key to your success is to stick to the plan until you are 

completely out of debt.  I promise you’ll have many distractions that will tempt you to 

quit, but if you stay the course, you will eventually reach your goal of being debt free.   

 

Unfortunately getting out of debt is only the first step in the process to enjoying a debt-

free wealthy life, it’s not the goal line.  The next phase is to learn how to make your 

money grow.  Financially secure people know how to put their money to work to make it 

grow.  Most people I meet in my seminars make the assumption that making your 

money grow means investing in the stock market.  That is one place to make your money 

grow, but there are no guarantees when it comes to investing.  The one thing that most 

new investors fail to take into account when they buy that first mutual fund or stock in 

their IRA or 401K is that the value of their account may actually go down rather than up. 

 

' '  
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So before you start investing your money in the stock market, I suggest you consider 

putting in place a solid savings plan first.  A solid savings plan will be the foundation you 

build your retirement plan upon.  Most people consider investing as a form of “saving 

for retirement,” but saving and investing are two very different things.  Let me explain… 

 

When you open a savings account at your local bank and deposit money into it, the bank 

agrees to pay you a specified rate of interest for as long as you leave the money in your 

account.  Each month the interest is credited to your account.  That interest rate may 

change from time to time, and it may also vary from one financial institution to another, 

but it will always be something.  The interest rate on your savings account will never be 
negative.  Your account will never go down.   It will only go up. 

 

When you invest in something there is always the risk of losing money.  You’re buying 

an asset (like a stock or a home) with the hope and expectation that it will rise in value 

while you own it, thus giving you the opportunity to sell it at a profit.  But a profit is 

NOT guaranteed.  An investment may go down in value and you could lose some or all of 

the money you invested.  Generally speaking, saving is what you do with your “safe 

money” and investing is what you do with what’s left over. 

 

I believe every person needs to build a solid savings plan before they start investing in 

the stock market.  What I’ve learned over my lifetime is that having a little money in a 

very safe place that I know will be there when I need it is a great comfort.  Once I have a 

solid savings plan in place, I’m in a much better position to put some of my 

discretionary money into the stock market or other investments that offer a greater 

potential return, albeit at a greater risk of loss. 

 

I’ve got a very unique and powerful savings strategy that I’d like to share with you in this 

chapter.  It’s the topic of another book I wrote called, “Wall Street Alternatives.”  If you’d 

like to learn more about this powerful approach to safely saving money for retirement, 

I’d invite you to visit my website at rossjardine.com where you can download a copy of 

Wall Street Alternatives for free or purchase a printed copy. 

 

I know that you can make money in the stock market. I have invested in it for years and 

will continue to do so for the balance of my life.   My experience has also taught me that 

the stock market is a great place to lose money if you don’t know what you’re doing.  

 



 
 

 
 

123 

When investing the stock market, you need to invest time and sometimes money to 

educate yourself on how to invest.  I like to say that if you don’t know what you’re doing, 

you should never invest in the stock market, but if you know what you’re doing, there is 

always opportunity in the stock market.  You should take conservative risks to protect 

your money and you should follow the trends of the market.  

 

That being said, I believe the economic crisis of 2008-2009 has changed the stock 

market forever. In fact, the media called the financial meltdown the Great Recession. 

Many good investors, people who followed all the rules of the traditional approach to 

investing, watched their portfolios lose half or more of their value in the Great 

Recession.   For many it was the second time they lost half their money (the other time 

being the Bear Market of 2000-2002) in the past decade.   

 

Today, as the market continues to rebound, many investors have been ruined financially 

and emotionally and will never put their money back in the stock market. They just can’t 

trust their money to the ups and downs the market has shown over the last decade and 

they’re looking for something else to invest in that offers the safety and security they 

desire.  So how can you keep your money safe? I want to introduce to you a different 

approach to saving for retirement that’s worked for more than 100 years.  You’d think 

everyone would know something that’s been around for so long, but this approach is 

used by only a small percentage of savvy investors.   The best thing about this powerful 

strategy is that it has nothing to do with the stock market, that’s why I like to call it the 

Wall Street Alternative or WSA Plan.   What follows is just a brief introduction to these 

powerful strategies.   

 

 

WHAT WENT WRONG? 
 
I believe that the Great Recession didn’t leave a single American untouched. The crisis 

left many Americans without savings, retirement accounts, and a home to call their own. 

Even if the economic crisis didn’t directly affect your personal pocketbook, we all saw 

how much it hit a friend, a family member or just the once-strong American economy. 

As a result, you probably look at debt, the stock market and money in general with new 

assumptions. Your new ideas may even be the reason you are reading this book. Well 

keep reading! 
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The average American has 30 to 40 years to create a retirement. But over the last 

decade, most retirement accounts didn’t grow, cutting out as much as one-third of the 

time you are given to create a retirement. The problem is that little can be done to 

recover from a decade of no growth without taking considerable risks. Many people who 

were nearing retirement saw the value of their retirement accounts drop by half or more 

with the stock market collapse.   

 

There was a bit of a recovery in 2009, if you left your money in the market, but the S&P 

500 still finished the decade down 22.5 percent!  The retirement plans and dreams for 

many people wh0 are approaching retirement age are now being postponed or 

abandoned altogether.  For most of these people, the reality of this situation is both 

emotionally and financially overwhelming.  Most are in shock, many are angry and all 

are wondering, “What went wrong and how can I fix it?” 

 
What makes the situation even more frustrating is that most folks followed all the rules 

taught to them by their well-meaning financial advisors.  They were assured their plan 

would lead to a comfortable retirement if they just stuck to it for the long haul.  So they 

all did exactly what they were told to do: they saved their money, they avoided debt, and 

invested wisely in stocks, bonds, and mutual funds within a retirement plan like a 401k 

or an IRA.  They were told that this well-diversified retirement plan would help them 

weather any financial storm, and give them a comfortable lifestyle in retirement. 

 

 

TURNS OUT IT WAS ALL A MYTH 
 

Now these same people are faced with the reality that the plan they followed didn’t 

work, or at least it didn’t meet their goals and expectations.  Unfortunately there are no 

“do-overs” in retirement planning.  We can’t wind back the clock and make different 

choices.  That’s why it’s so critical for every person to make the right choices the first 

time when it comes to investing and retirement planning.  The consequences are just too 

costly. 
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Never has there been a more critical time to make wise money decisions than right now.  

We live in an uncertain world. The last decade has change America’s beliefs about 

money. Bankruptcies and foreclosures hit record levels.  Unemployment rose to historic 

levels.   Personal and government debt have never been so high. Money has never been 

so difficult to make or keep. 

 

Let’s be honest: if you want to have some level of financial security in your life, you're 

going to have to do it yourself.  There really is no safety net when it comes to financial 

security unless you put it up yourself.  You can’t count on the government, your 

employer or your financial advisor.  Remember, “Nobody takes care of your money like 

you.”  Financial security is something far too important to trust to anyone else.  The 

longer you wait to put a plan in place, the more likely you are to fall short of your 

investment and retirement goals. 

 

 

SO HOW CAN WE MAKE OUR MONEY GROW SAFELY? 
 
The goal of every financial advisor is to try to spread the money across enough different 

stocks or mutual funds to eliminate some of the volatility and risk of investing.  That 

model of investing has worked for a long time.  It will still work if somebody could 

guarantee the stock market will go up over the next 10, 20, and 30 years while you’re 

saving and investing for retirement.  But there is simply no such guarantee the stock 

market is going to go up when we need it to and recent history tells us it just might go 

the opposite direction. 

 

Are you willing to bet your retirement dreams that the stock market will continue to go 

up until you reach retirement age?  Or that you won’t have a sustained period of little or 

no growth like the decade we’ve just endured?  As all those people nearing retirement 

age during the last decade that followed the traditional approach to retirement planning 

will tell you, that’s a risky bet that didn’t pay off for them. 
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THE DOZEN YEARS OF NOTHING  
 

When you step back and look at the stock market over the dozen years—where it began 

and where it is today—you can see that the traditional approach to investing produced 

nothing!  That’s right: we’ve just endured a 12 years of NO GROWTH!  If you followed 

the traditional approach of buy and hold, you’ve endured a couple highs and lows, but 

ultimately made nothing over the past dozen years.  That’s why I like to call the this time 

period the “Dozen Years of Nothing.” 

 

 
 

If you take 12 years of growth and compounding out of the typical 30 to 40 years that 

most people save and invest for retirement, there is simply no possible way you'll reach 

your retirement goals.  The bulk of the profits in this traditional approach are built in 

the last few years before retirement, when the accounts begin to compound on bigger 

and bigger balances.  If you had a dozen years of nothing in the last few years leading up 

to your retirement, you’d only have a fraction of the nest egg you were expecting and it 

would be nearly impossible to recover by the time you needed to begin living on that 

money.   

 

If a secure retirement is the bull’s-eye and the traditional approach to investing is the 

arrow, most Americans approaching retirement age didn’t just miss the bull’s-eye, they 

missed the entire target.   It’s a tragic situation that millions of people are facing right 

now and millions more will be confronted with if they do nothing.  I don’t want you to be 

one of those people.  There is a better, more certain way to reach your financial goals. 
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TIME WILL EITHER PROMOTE OR EXPOSE 

 
A good friend of mine has a favorite saying he shared with me many years ago that I 

think applies today. He said, “Time will either promote you or expose you.”  What he 

was saying was that over time it’s pretty easy to see what works and what doesn’t.  I 

think that saying could easily be applied to the world of financial and retirement 

planning.   

 

I think it’s safe to say that traditional retirement planning has been exposed.   

It simply didn’t need to be this way for the majority of people who have been crushed by 

the recent financial crisis.  Would it surprise you to learn that during that same decade 

when most people lost money in their retirement accounts, another group of investors 

were applying a simple, proven financial strategy that actually did all those things the 

experts promised and withstood the greatest financial crisis of our generation?  Yes, 

there was one approach that delivered reliable and consistent profits.   

 

Not only did this strategy survive the financial crisis of 2008, but its foundational 

vehicle also survived the bear market of 2001-2003, every U.S. recession of the 20th 

century and even the Great Depression!  Surviving in this case means no loss of 

principle or control. It also means growth during each and every calendar year.   The 

best part is that this type of growth isn’t just available to the wealthy...this is a Main 

Street solution.  The ups and downs of the stock market from the past, present and 

future no longer control your financial future.  

 
 
THE WALL STREET ALTERNATIVE  
 

Let me start of by saying that the strategy I’m going to detail in this chapter is not a one-

size-fits-all solution to your investment needs.  This strategy works and has stood the 

test of time.  I use this strategy in my own personal retirement plan. This strategy is 

designed to provide a solid savings foundation for your retirement plan without 

exposure to the stock market.  It’s a great strategy to start out with when you’re just 

getting started with investing because it virtually assures your money will grow and it 

won’t go down in value.   
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If you’re already investing or have an established retirement account, I would encourage 

you to look at this powerful strategy as a compliment to those accounts for a portion of 

your money.  It will provide you with a much-needed safety net and hedge to the 

volatility of the stock market over your lifetime.  There are many vehicles that you can 

use to invest and plan for retirement.  In my opinion, none of them are as simple, safe 

and predictable as the one you’re about to discover.  Only you can decide if it’s right for 

you and your family.  I share several other Wall Street Alternatives in my book, so be 

sure to get a copy to learn them all. 

 

The recent financial crisis has changed the way we think about money. My introduction 

to the WSA Plan came while doing my “Dozen Years of Nothing” research.  Because I 

train people on how to be good investors, I was looking for strategies that safely created 

profits during the financial crisis of 2007-2008 and the Bear Market of 2000-2003. This 

was no simple task because the stock market was more volatile and unpredictable 

during those two time frames than at any time since the Great Depression.  In order to 

qualify as safe, the strategy had to meet my simple criteria. 

 

1. It had to be simple and idiot-proof, meaning anyone could make it work regardless 

of his or her level of education, experience or sophistication. 

 

2. Once it was created, the plan had to run on autopilot, meaning you wouldn’t have to 

pick stocks or mutual funds, time the market, watch charts to track signals or worry 

about the tax consequences of your contributions and withdrawals. (While I think all 

of these things are important for investors, they are very time-consuming and many 

people just don’t take the time to do it). 

 

3. It had to work the same for someone with a million dollars to invest as it would for 

someone with a few thousand.  As long as a person had an income and the discipline 

to follow a simple plan and live within their means, they could be successful. 

 

4. It had to be completely safe, with guarantees of principal and guaranteed growth 

rates. 

 

5. Most importantly, it had to work.  I wanted to see real results with real people and 

real money. 
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Then some friends of mine who worked in the financial industry introduced me to the 

Wall Street Alternative. At first I was skeptical. But as I looked at the plan more closely, 

I saw that it met each of my criteria. I found what I was looking for and it became a top 

priority for me to share this strategy with the investors I’ve taught over my career.  

Investing in the stock market isn’t for everyone, but everyone needs to have a plan for 

his or her financial security.  I was very excited because the Wall Street Alternative was 

the only plan I’ve seen that gave financial peace, even in the middle of an economic 

crisis. 

 

The Wall Street Alternative Plan uses a specially designed permanent insurance policy 

to create a powerful savings vehicle that can be used during your lifetime to eliminate 

thousands of dollars of interest expense on your personal debts and provide a tax-free 

stream of supplemental retirement income in retirement.  Wealthy families have used 

this approach for over a 100 years to protect their principal, grow their money safely, 

and provide a tax-free source of retirement income.  

 

 The good news is you don’t have to be wealthy to use this powerful strategy.  It works 

for anyone with an income, the discipline to follow a simple plan and live within his or 

her means.  It is flexible enough to meet the needs of virtually anyone, regardless of your 

level of income.  It takes no special skill set or knowledge to keep it going once it’s set 

up.  And unlike most traditional retirement plans, you have complete control and access 

to your money at all times.  Best of all, your principal and the annual growth rates are 

guaranteed, no matter what happens in the stock market.  

 

As an added benefit, The WSA Plan also provides you with a powerful financial tool to 

help you recapture the money you spend on things like cars, vacations, business 

equipment, education and even your home or investment real estate, and brings it back 

with interest into your supplemental retirement account. The Wall Street Alternative 

strategy will literally help you spend your way to wealth.   Be sure to visit my website at 

rossjardine.com to get a copy of my book, “Wall Street Alternatives.”  This may be the 

most important book you’ll ever read if you’re afraid to invest in the stock market or 

simply looking for a safe secure way to make your money grow without picking stocks.   
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Whether you're nearing retirement age, in the prime of your working years, or just 

starting out, you need a proven plan if you want to have a secure financial future.  The 

earlier you start, the better your odds of success.  Enjoying financially secure golden 

years has less to do with how much money you have or make, and more to do with what 

you do with that money over your lifetime.  

 

There are countless stories of people who didn't make much money during their working 

years, but reached a point of financial independence at some point in their life.  Every 

single one of those stories I've heard had two common threads: the people had a plan to 

save and invest for the future, and they started early and stuck with their plan through 

the thick and thin. 

 

Most people I meet are destined to a “life of less” simply because they never take the 

time to learn the secrets of living a wealthy life or they simply lack the discipline to do 

the things they know will help them reach their financial goals.  But you don’t have to be 

one of those people! This book will give you the knowledge and motivation you need to 

find real financial security.  There is nothing more debilitating or frustrating than not 

having enough money to meet your basic needs.  True financial success is within your 

reach if you simply put these strategies to work. 
 
There’s more to living a wealthy life than just paying off your debts and saving and 

investing wisely.  Many of the choices you make along your path to financial security will 

determine just how comfortable you’ll be when you leave the working world and join the 

ranks of the retired.  In the chapters that follow I wanted to give you a few tips to help 

you maximize your financial potential through all your working years so you’ll have the 

greatest possible benefit from all those wise decisions when you reach retirement. 
 
When we talk about obstacles in our path to wealth, a close second behind debt is taxes.  

Most of the people I meet are resolved to the notion that they have little control over 

their taxes.  I disagree.  Learning to maximize your tax savings within the tax code is one 

of the best ways to increase and preserve your wealth.  When you see the potential 

savings and what they can add up to over a lifetime, I hope you’ll be motivated to put a 

little more time and effort into tax planning in the years to come. 
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Chapter	  10 

 
 

	  	  
Lower	  Your	  TaxesLower	  Your	  Taxes 	  	  

 

“The only difference between a taxman and a taxidermist is that the taxidermist leaves 
the skin.” 

-Mark Twain 
 
 
 

DEBT AND TAXES are the two biggest impediments to your financial success. Just 

stop and think for a minute how life would be different if you didn’t have to pay out all 

that money in interest payments and taxes. Clearly, you have to attack your financial 

challenges from both the debt side and the tax side. And whether you win will come 

down to how well you know the laws associated with money. There are laws governing 

debt, and there are laws governing taxes. You need to know both sides. In the first 

chapters of this book, we focused on how you can overcome your debt problems and 

make your money grow. In the next two chapters, we will concentrate on how to 

overcome your tax problems and use the tax laws to your advantage, not your 

disadvantage.  

 

One of the lessons I learned very early in my career is that the more money you make, 

the bigger your tax problems. In my investment seminars, I often meet people who are 

actually afraid to make more money on their investments for fear of having to pay more 

taxes. I’ve also met people who made fortunes in business deals and investments, but 

instead of being happy, they were angry and bitter because so much of their gain went to 

taxes.  

 

 

 

 

' '  
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When people complain to me about paying taxes, I tell them I hope I pay more tax every 

year for the rest of my life, because it means I am making more money. If tax rates 

continue to rise, I may have to eat those words, but you get my point. Taxes are part of 

life, so we simply have to deal with them. 

 

I didn’t say we have to enjoy paying taxes, just accept them. Leona Helmsley was a 

multi-billionaire hotel operator and real estate investor convicted of tax evasion.  Her 

famous words used to convict her were: "Only the little people pay taxes." I think there 

is a perception among people who don’t make much money (and don’t pay much tax 

either) that everyone who makes lots of money doesn’t have to pay any tax. If that’s true, 

I must have missed that lesson, because I’ve written some painfully large checks to the 

government in my life. 

 

The reality is that people who make lots of money end up pay the majority of the taxes 

collected by our government. It’s been said that the top one percent of wage earners in 

America collectively pay over 40 percent of the taxes collected by the government. When 

that group is expanded to the top ten percent of wage earners, the total jumps to over 70 

percent. No matter what tax bracket you fall into, it’s your legal right to use the tax laws 

to legally reduce the amount of taxes you pay.  

 

For most Americans, taxes are the single, largest expense in their personal budgets. 

According to the Tax Foundation, April 23, 2008 was Tax Freedom Day. This means 

each American worker spent nearly one-third of the year working just to pay their 

personal tax bill.  

 

 

 

 

 

 

 

 

 

 



 
 

 
 

133 

According to many estimates, Americans spend more money each year on taxes than 

food, clothing, and housing combined. Just consider all the taxes that come out of your 

income or reduce your buying power: 

 

• Federal Income Tax 

• State Income Tax 

• Social Security 

• Medicare 

• Property Tax 

• Sales Tax 

• Phone Tax 

• Gas Tax 

• Estate Tax 

I could go on, but you get the point. In his book, The Trader’s Tax Solution, Ted Tesser 

tells of a plaque he once saw hanging on the wall in a colleague’s office. It read as 

follows: 

 

When you are alive, the government will try to tax whatever they can. When 
you retire, they will tax whatever they let you save while you worked. And, 
when you die, they will take whatever they missed while you were alive. 

 
Unfortunate, but true.  

 

If you calculate how much of every dollar you earn and then spend on some form of tax, 

I’ll bet you’d be surprised to discover that it’s probably well over half of every single 

dollar that passes through your hands, no matter what tax bracket you’re in. For those in 

the higher tax brackets, it could be much higher. Don’t believe me? Let’s look at a little 

example that I think will shock you. 
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Here’s a little illustration to show what taxes do to an investment return. Take a dollar 

and double it 20 times. You know, one dollar becomes two, becomes four, becomes 

eight, and then 16, 32, 64, and so on. After 20 doubles, the dollar has become 

$1,048,576. You can follow the math in the diagram below. Note: this is a straight math 

sequence. There’s no tax taken out. 

 

 BEGINNING OF YEAR   END OF YEAR 

 

1  $1.00     $2.00 

2  $2.00     $4.00 

3  $4.00     $8.00 

4  $8.00     $16.00 

5  $16.00    $32.00 

6  $32.00    $64.00 

7  $64.00    $128.00 

8  $128.00    $256.00 

9  $256.00    $512.00 

10  $512.00    $1,024.00 

11  $1,024.00    $2,048.00 

12  $2,048.00    $4,096.00 

13  $4,096.00    $8,192.00 

14  $8,192.00    $16,384.00 

15  $16,384.00    $32,768.00 

16  $32,768.00    $65,536.00 

17  $65,536.00    $131,072.00 

18  $131,072.00    $262,144.00 

19  $262,144.00    $524,288.00 

20  $524,288.00   $1,048,576.00 

 
Diagram – One dollar doubled, without being taxed 

 

Now take the same dollar, and with each increase deduct the income tax that would be 

due on just that amount. That is exactly what happens with your investments. (Yes, I 

know the tax on many types of investments is deferred until you sell the investment, but 

just play the doubling game with me for a minute.)  
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For the sake of this example, let’s assume your total tax rate for all taxes is 40 percent of 

your income. (With federal income tax and state tax, 40 percent is not unreasonable.) If 

the dollar is doubled 20 times, but each increase is taxed, then the sequence would go 

like this: one dollar becomes two, but you have a dollar increase, so you take the 40 

percent tax out of that gain before doing the next double. Obviously, you wouldn’t have 

two dollars after the first double. You would only have $1.60. ($1.00 gain, less 40 

percent tax) Double the $1.60 to get $3.20, but you have to tax the $1.60 increase, so 

you end up with $2.56, not $3.20. You understand the game. Follow the sequence in the 

diagram that follows.  

 

 

 BEGINNING BALANCE  GAIN   TAX   YEAR END 

 

1  $1.00     $1.00   $.40   $1.60 

2  $1.60     $1.60   $.64   $2.56 

3  $2.56     $2.56   $1.02   $4.10 

4  $4.10     $4.10   $1.64   $6.55 

5  $6.55     $6.55   $2.62   $10.49 

6  $10.49    $10.49  $41.9   $16.78 

7  $16.78    $16.78  $6.71   $26.84 

8  $26.84    $26.84  $10.74  $42.95 

9  $42.95    $42.95  $17.18   $68.72 

10  $68.72    $68.72  $27.49  $109.95 

11  $109.95    $109.95  $43.98  $175.92 

12  $175.92    $175.92  $70.37  $281.47 

13  $281.47    $281.47  $112.59  $450.36 

14  $450.36    $450.36  $180.14  $720.58 

15  $720.58    $720.58  $288.23  $1,152.92 

16  $1,152.92    $1,152.92  $461.17  $1,844.67 

17  $1,844.67    $1,844.67  $737.87  $2,951.48 

18  $2,951.48    $2,951.48  $1,180.59  $4,722.37 

19  $4,722.37    $4,722.37  $1,888.95  $7,555.79 

20  $7,555.79    $7,555.79  $3,022.31  $12,089.26 

 
Diagram – One dollar doubled, and taxed 

 



 
 

 
 

136 

In the first example, where the doubling takes place without the tax, you end up with 

$1,048,576.00. But if you apply the tax each time you get an increase, you end up with a 

grand total of only $12,089.26. Now, let me think. Which one do I want? The only 

difference was the tax. Do the math, and prove it to yourself. Twelve thousand or one 

million—which do you want? 

 

Despite these alarming realities, most people fail to undertake any tax planning to 

legally reduce their tax bill. Unfortunately, tax planning is something most people think 

they either don’t need or will never be able to understand or afford. In truth, neither of 

these misconceptions is true. Regardless of how much money you have or how much 

money you make, tax planning should be a key element of your financial plan. In this 

chapter, we will discuss the problems that taxes pose to individuals and how they 

prevent you from saving money and living a wealthy life. 

 

Tax planning is the key to reducing or minimizing the amount of tax you pay. What is 

tax planning? Tax planning simply means taking full advantage of the exemptions, 

deductions, credits, and other "loopholes" contained in the Internal Revenue Service 

Tax Code. Tax planning is a process, not an event, and therefore it must be continual. 

Life happens and your tax situation will certainly evolve as you progress through the 

many phases of life.  

 

No matter how competent your tax advisor is, in most cases it is impossible to go back 

and get a "do-over" after a financial transaction has occurred. In addition, there are 

several non-revocable elections that must be made by a certain date, and once that date 

is passed, you cannot retroactively correct any mistakes or omissions. It’s important that 

you take the time to educate yourself now on the ways to reduce your own personal tax 

bill and then implement your own tax planning.  

 

Let me say right up front that I’m not a tax lawyer or advisor. I’m a taxpayer just like 

you. But I’ve had lots of experience with many areas of tax, and I’ll share a few of the 

experiences with you that I think will help. For much of the detail in this chapter and the 

following chapter, I’ve relied on a couple of good friends who are true professionals (tax 

and estate lawyers) to assist me in presenting some simple legal strategies you can use to 

make sure you’re not paying any more tax than you’re legally obligated to.  
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(Important Disclaimer: Before you attempt to execute any of the tax strategies or tips 

I’m going to discuss in this chapter or the next, you should consult a qualified legal or 

tax professional in your area. Many of the tax laws have a local angle that may not apply 

in other states or cities. I’m going to deal primarily with strategies and tips that apply to 

most taxpayers.) 

 

 

“TAX PLANNING” VERSUS “TAX EVASION” 
 
Before getting into the basics of tax planning, everyone needs to understand the 

difference between tax planning and tax evasion. "Tax planning," as we defined earlier, 

is when someone takes advantage of the IRS Code to legally reduce his or her tax bill. By 

contrast, "tax evasion" is when an individual avoids paying taxes either by failing to file 

a tax return or by filing a fraudulent return. Make no mistake: Tax planning is legal. Tax 

evasion is illegal. 

 

 

MOST PEOPLE OVERPAY THEIR TAXES 
 
The reason why taxes present the largest obstacle to one’s ability to save money and live 

a wealthy life is because most people overpay their tax bill. It shouldn’t surprise you to 

know that the IRS is not going to call you after you’ve filed your return to tell you that 

you’ve paid the government too much. I know I’ve never received one of those calls. If 

you have, I’d love to hear about it, but I won’t sit by the phone and wait for your call. 

(They will, however, call if you underpay!) Why do most people overpay when it comes 

to taxes? There are two reasons: 

 

1. Fear of the IRS 

2. Lack of knowledge 
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First, let’s take a look at how fear causes most people to pay too much in taxes. When it 

comes to the IRS, we’ve all heard plenty of horror stories. As a result, many people are 

simply afraid to aggressively take advantage of the exemptions, deductions, credits, etc. 

created to help them lower their tax bill. Fortunately, the United States Supreme Court 

has provided clear rulings on this issue that should alleviate those fears. In Gregory v. 

Helvering, 293 U.S. 465 (1935), the Court held that taxpayers have the right to use the 

tax code to lower the amount owed in federal income taxes. Justice George Sutherland, 

writing for the majority, held: 

 

The legal right of a taxpayer to decrease the amount of what otherwise would be his 
[or her] taxes, or altogether avoid them, by means which the law permits, cannot be 
doubted. 
 
Accordingly, no one should be worried about taking advantage of the provisions of the 

tax code that can lower his or her tax bill. I once attended a seminar on tax strategies 

that was conducted by a former IRS auditor. During his introduction he said that on 

most of the audits he conducted for the IRS, he found numerous deductions and credits 

that the taxpayers could have legally taken, but didn’t. He also said most audits resulted 

in the taxpayer paying additional taxes and penalties, yet he wasn’t allowed to point out 

the opportunities to reduce their taxes that they had missed.  

 

Now let’s look at the second reason why most people overpay their tax bill—a lack of 

knowledge. Most of you probably know that the IRS Tax Code is one of the largest works 

ever written and, in my opinion, the most complicated and confusing. It also continues 

to grow in volume and complexity each and every session of Congress as more laws are 

added to the books to change and alter existing tax laws. I’ll gladly admit that I have no 

desire to read the tax code, even though I would probably find a few things that could 

save me money on my taxes. You would think that all those smart people running our 

government would have figured out long ago that the tax code has gotten way out of 

control. 

 

Let me digress for a moment to say that I think most Americans would welcome a 

massive overhaul of the way taxes are assessed and collected. If all those smart guys and 

gals in Washington, D.C. can make sense of a book of laws ten inches thick, they ought 

to be able to figure out a way to create a tax return on a single page that could be filed 

electronically and is fair to all Americans.  
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I stopped trying to do my own taxes many years ago and employ a team of expert 

advisors to assist me in keeping records and preparing my tax returns. I like these guys, 

but I can’t say that I enjoy paying thousands of dollars each year just to make sure I’m 

calculating my taxes correctly. This system is a train wreck, and it needs a massive 

overhaul. Wow, that sure felt good to get off my chest. That’s my fantasy. In the 

meantime, I’m resolved to the reality that change of this magnitude is simply impossible 

given the partisan political system our country operates under. Now, back to reality. 

 

You’re not likely to pick up a copy of the tax code on www.amazon.com to study this year 

any more than I am, so how can we take advantage of something we simply don’t 

understand? Most of us trust others to make those decisions on our behalf, and we hope 

they know what they are doing. We rely upon the media or our CPA to explain to us how 

to legally reduce our taxes. Still, the problem remains that many so-called "tax experts" 

are not really experts at all, and many of the ones I’ve met simply don’t have the ability 

to explain the benefits of the tax code to ordinary people in simple terms they can 

understand. 

 

As we all agreed earlier, the IRS is never going to help you lower your tax bill. And while 

there are tax professionals who can give you such help, they probably aren’t going to 

take the time to help you understand all the ways in which you can reduce your annual 

tax burden. Even if they do, they will never be as motivated as you are to reduce what 

you pay in taxes. Many of the experts I’ve found simply don’t have the time to take on a 

new client, and even if they, did their fees are out of reach for the average taxpayer. So 

you need to learn on your own how you can reduce your tax burden. Fortunately, this 

chapter will explain the basics of the tax code and provide you with an introduction on 

how it can be used by everyone to lower the amount of the money they lose every year to 

taxes. There are three primary steps to understanding tax planning. Let’s take a closer 

look at them. 
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STEP 1—UNDERSTANDING INCOME 
 

Any discussion on how to legally reduce your tax burden through proper tax planning 

must begin with income. In my world, the money I get from my job, from deals I do, and 

from my successful investments are income to me. I don’t think of my income from my 

job as being any different than the income from my investments. Income is income 

right? Wrong! According to the tax code, there are a number of types of income, and 

each is taxed in a different way. If you can believe it, there are seven, yes I said seven, 

different types of income according to the IRS. Starting with the least taxed income and 

going to the greatest, here are the seven: 

 

1. Tax-free income - Income with no tax is better than the alternative. 

 
2. Deferred income - This is the same thing as an interest-free loan. It’s difficult 

to pass up free money. 

 
3. Long-term capital gains - LTCGs are taxed at lower rates and are not subject 

to FICA and Medicare taxes. They are also not taxed until the investment is sold. 

 
4. Rents and royalties - These are taxed at regular income tax rates and not 

subject to FICA and Medicare taxes. However, expenses can be deducted from 

these investments to reduce the taxable amount. 

 
5. Short-term capital gains - STCGs are taxed at ordinary income rates and are 

not subject to FICA and Medicare taxes. They are more attractive than interest 

and dividends because the option is there to hold them for a long-term period. 

 
6. Interest and dividends - These are taxed at regular income tax rates and not 

subject to FICA and Medicare taxes. 

 
7. Earned Income – This income is taxed at regular income tax rates and subject 

to FICA and Medicare taxes. 
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Now that we know the different types of income, think about your personal income and 

what percentage of your income is from each of these categories. If you’re like most 

people, the majority of your income is earned income. Do you think it is a coincidence 

that the IRS has chosen to tax this type of income the most heavily? 

 

 

STEP 2 — BECOME FAMILIAR WITH THE TYPES OF TAXES 
 
If you’ve received a paycheck, you know that your employer holds taxes out of your 

check. While everyone knows that taxes are held out, my guess is that you probably 

don’t know exactly what types of taxes are held out and at what rates. If you analyze the 

taxes that come out of each of your paychecks, you will generally see four types: 

 

1. Federal Income Tax Withholdings 

2. Social Security Withholdings 

3. Medicare Withholdings 

4. State Income Tax Withholdings 

 

In some states and cities, there are additional taxes that are withheld, but for the 

purposes of this discussion, we will focus on these four.  

 

First, let’s look at federal income taxes. These taxes are withheld from an employee’s 

paycheck based upon how they filled out the W-4 form when they were first hired. 

Currently, federal individual tax rates range from zero percent all the way up to 35 

percent! The factors considered by the IRS in calculating your tax rate include, but are 

not limited to, your marital status, number of dependents, and itemized deductions 

(mortgage interest, state and local taxes, charitable contributions, etc.). 

 

The second type of withholding is the Medicare tax. This tax is currently held out of 

everyone’s paycheck at the rate of 1.45 percent. Every dollar you earn is subject to 

Medicare tax. This is not the case with the Social Security tax, which is capped at a 

certain earnings threshold. Your employer is required to match the Medicare tax 

withholdings from each of your paychecks. Thus, individuals who are self-employed 

must pay 2.9 percent of Medicare tax on their entire earnings. 
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The third type of federal withholding tax is supposedly to help you in retirement. Of 

course, we’re talking about the Social Security tax, which is currently held out of your 

paycheck at the rate of 6.2 percent on your first $97,500 in wages. Like the Medicare 

tax, one’s employer has to match the amount withheld, dollar for dollar. Thus, if you 

own your own business, you must pay 12.4 percent in Social Security tax.  

 

You should be aware that the Medicare tax and Social Security tax, together, are referred 

to as FICA. Together, these taxes come to 7.65 percent for both the individual and his or 

her employer. Combined, that amounts to a tax of 15.3 percent for self-employed 

individuals. This is referred to as the self-employment tax. 

 

Finally, let’s not forget about state income taxes. For states that collect income taxes, the 

rates can range anywhere from 3 percent (Illinois) to 9.5 percent (Vermont). Of course, 

not all states collect an income tax. The states that don’t are Alaska, Florida, Nevada, 

South Dakota, Texas, Washington, and Wyoming. 

 

Let’s take a moment to think about how these four taxes present a huge handicap to 

your ability to save money. Assume that you are in the 25 percent federal income tax 

bracket and you work for your own business. This would mean that your self-employed 

earnings would start being taxed at a federal rate of 25 percent. Add to that the 15.3 

percent self-employment tax on your business earnings, and you are now paying 40.3 

percent. If you start adding in state taxes, depending on the state you live in, it doesn’t 

take long at all before the taxes are getting close to 50 percent of your income. Would 

losing 50 percent of your money to taxes make it harder to save money? Absolutely! 

 

 

STEP 3 — IDENTIFY THE TYPE OF TAXPAYER YOU ARE 
 

At this point, you should have learned that in order to save money on your taxes you’d 

need to make some changes. Now, let’s take one more step and look at the different 

types of taxpayers. That’s right, even though we have discussed different types of income 

and different types of taxes, we need to understand that not all taxpayers are treated the 

same. Does this sound fair? No. But taxes are not supposed to be fair; they are a matter 

of law. 
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Identifying the different types of taxpayers—and determining what type of taxpayer you 

are—is where a lot of people make mistakes when it comes to tax planning. This is 

because knowing what type of taxpayer you are is a personal element in the your own 

tax planning equation. In other words, anyone can recite for you all the different ways 

income is taxed and at what rates, or tell you all about different taxes. Yet this 

information will not provide much benefit, i.e. will not allow you to substantially save 

money, unless you look at this information in terms of the type of taxpayer you may be. 

 
Let’s begin to shed some light on the subject by looking at the different types. 

 

Individuals: Most people, as taxpayers, are used to being taxed as an individual. This 

is your default status, meaning that you are automatically taxed as an individual if you 

do nothing to change it. And, if you are taxed as an individual but work for your own 

business, you will be taxed at your full income tax rate and the full 15.3 percent self-

employment tax. Remember what I said earlier about how taxes are not fair? Consider 

this fact: There are really two separate but very unequal tax systems, one for individuals 

and another for businesses. Right here, you need to realize that one of the greatest 

benefits from any tax plan is to allow yourself to not be taxed as an individual whenever 

possible. 

 

Sole Proprietors and General Partnerships: As you probably know, someone 

who is a sole proprietor or a partner in a general partnership is in business. 

Unfortunately, this person is still taxed as an individual. A sole proprietor or partner in 

a general partnership is really nothing more than an individual taxpayer who has agreed 

to go into business alone or with one or more partners. As such, the sole proprietor or 

partner in a general partnership has the same tax status as an individual taxpayer. He or 

she will pay full income tax at whatever bracket they are in and the full 15.3 percent self-

employment tax. So, merely going "into business" does not allow one to be taxed "as a 

business." Instead, one must use the right business entity in order to gain the true 

benefits of being taxed as a business. 

 

C Corporations: A C Corporation is a taxpayer itself. In other words, a C corporation 

files its own tax return and reports its own profits or losses to the IRS. That means it has 

its own tax bracket, just as individuals do. Like individuals, a C corporation’s tax bracket 

increases as income grows. However, the first $50,000 of C corporation income is taxed 

at 15 percent. So, if you are in a 35 percent personal tax bracket, the possibility exists of 
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saving significant tax dollars by redirecting some of that income into a C corporation. 

For this reason, C corporations provide an excellent opportunity to save money on taxes 

in a properly structured tax plan. 

 

S Corporation Shareholders: The next taxpayer as defined by the IRS is the owner 

of an S corporation, called an "S corporation shareholder." One of the greatest benefits 

for S corporation shareholders is that, unlike sole proprietorships and general 

partnerships, S corporations provide an ability to save significant amounts of self-

employment taxes. This benefit occurs because an S corporation shareholder is only 

liable for self-employment taxes on the amount they pay to themselves in the form of a 

salary. The remainder of the money the S corporation shareholder pays himself or 

herself is not considered a salary, and there is no self-employment tax imposed on this 

income. Of course, the IRS dictates that the salary must be a reasonable amount. Still, in 

instances where the owner of a small business also works for the business, using an S 

corporation is an extremely popular choice. 

 

General Partners and Limited Partners: When a business is operated as a limited 

partnership, the individual partners in that LP fall into one of two categories of tax 

payers: general partners and limited partners. The general partner is the partner who is 

actually in control of the LP and is taxed like the partner in a general partnership, which 

we discussed above. If this is confusing, think of the general partner as the person who 

runs the business. A limited partner is a partner who invests in the LP but has no day-

to-day involvement in the business. In other words, a limited partner is strictly an 

investor in the LP; therefore, he or she is not subject to self-employment tax. We will 

look at an example of how this can lead to a significant tax savings later on in this 

chapter. 

 

LLC Members: The final type of taxpayer we’ll discuss is the owner of a limited 

liability company, called an LLC "member." The LLC is a new business entity type in 

comparison to the others, and as such the IRS has never shared exactly how an LLC 

must be taxed. Presently, the IRS views LLC members the same as general partners. 

Therefore, in instances when the member of an LLC is also working for the business, he 

or she receives little opportunity for tax savings. Instead, the best place for one to use an 

LLC in his or her tax plan is for receiving income from royalties or investment income 

such as rentals. As we learned earlier in this chapter, such income is not subject to self-

employment taxes.  
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PUTTING IT ALL TOGETHER — AN EXAMPLE OF TAX PLANNING 
 
As we stated at the beginning of this chapter, most people fail to realize the enormous 

impact that taxes can have on their ability to save. Becoming aware of the situation 

enables us to begin addressing the problem of paying too much tax. Now that we know 

the seven types of income, the order in which they are taxed, the four types of taxes to be 

aware of, and the different types of taxpayers, what should be the next move in your tax 

planning? Obviously, the goal of every tax plan should be to receive your income in the 

manner in which it will be taxed the least. What is not obvious is that there are legal 

ways for individuals to change the manner in which they receive their income. 

 

While the ways to change how income is earned are far too numerous to list in one 

chapter, let’s look at one example so that you will at least understand the concept. 

Suppose you are a real estate investor who wholesales a property. That income is going 

to be considered earned income, which would be subject to self-employment taxes, 

which total 15.3 percent of the income, in addition to the income tax.  

 

Now, suppose that instead of wholesaling that property yourself, you did so through a 

limited partnership, of which you were a limited partner and the general partner was a C 

corporation that you owned. This would eliminate the self-employment tax entirely 

because a C corporation does not owe self-employment taxes and the limited partner’s 

income will be considered passive income (like rents and royalties) for which self-

employment taxes is also not owed. In terms of dollars saved, if you earned $1,000,000 

on that wholesale transaction, you, as an individual, would owe well over $40,000 in 

self-employment taxes alone. However, by conducting the same transaction as a limited 

partnership, you could completely and legally eliminate that entire tax. (And if you can’t 

think of anything better to do with $40,000 than give it to the government, call me.) 

 
 
SO WHERE DO YOU BEGIN? 
 

My goal for this chapter has been to introduce you to the general practice of tax 

planning, define some key concepts, and impress upon you the importance of tax 

planning in your personal financial plan. So after having achieved this, what should you 

do next in order to formulate your tax plan? Get organized, and get professional help. 
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KEEPING GOOD RECORDS 
 

Why is getting organized so important? If you are like a lot of individual taxpayers, you 

probably keep poor records of where your money comes from and where it goes. In 

order to begin to strategize a tax plan, you will need to have these records in order. Most 

accountants I know recommend that you begin using some sort of software, such as 

QuickBooks, to help you track your income and expenses. With these records in place, 

you can identify which changes you can make in terms of how income is realized. These 

records will also help you keep up with business expenses, charitable contributions, and 

other deductions that can be used to reduce your tax burden. Failing to maintain these 

records as accurately as possible is like pouring money down the drain. Here’s a short 

list of some of the key records you should start keeping to help you and your tax advisors 

identify the available opportunities to reduce your taxes: 

 

• Records of all income (W-2, 10-99, Interest, Dividends, etc.) 

• Medical expenses 

• Taxes paid (income, property, etc.) 

• Business travel (plane, car, hotel, meals, entertainment, etc.) 

• Business expenses (equipment, training, etc.) 

• Childcare expenses 

• Interest paid (mortgage, home equity, consumer debt, etc.) 

• Professional and union dues 

• Education expenses 

• Business auto expenses (gas, repairs, mileage) 

• Charitable contributions 

• Stock and option trading 

• Professional fees (lawyers, accountants, etc.) 

• Insurance expenses 

• Gambling winnings (and losses) 

 

I like to use a debit or credit card (provided you pay the balance off every month) for my 

business expenses because the monthly statements provide a great record come tax 

time. I personally use an American Express card, which must be paid off in full each 

month. 
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They also send me a great annual report at the end of the year that breaks down most of 

my expenses for travel and business into the same categories my accountant needs for 

preparing my taxes. It’s worth the small additional annual fee to me because it would 

cost me more to take the time to gather all that information or have my accountant do it 

for me. 

 

Now here’s a short list of some simple tax planning strategies you might want to 

consider. Not all will apply to your individual situation, but these are some of the 

common areas where taxpayers fail to take advantage of ways to immediately lower their 

taxes. 

 

 Avoid or defer income – The longer the money stays in your account, the more 

income or profit it can generate for you before going to Uncle Sam. Looking out even 

farther, you’re likely to be in a lower tax bracket when you retire than you are during 

your working years, so deferring taxes until that time may save you some money. 

 

 Take advantage of your employer’s retirement program – Many companies 

offer retirement programs with matching funds up to a certain contribution level. 

That’s free money for you that can grow tax-deferred. You don’t get many 

opportunities like that in life, so take full advantage. 

 

 Contribute to an IRA – If your employer doesn’t offer a qualified plan, you can do 

it on your own. A traditional IRA grows tax-deferred and a Roth IRA grows tax-free. 

I personally prefer the benefits of the Roth, but not everyone can qualify. Check with 

your advisor or broker. 

 

 Donate an appreciated asset to charity – If you have a large gain in a stock or 

property, you can donate it to a charity and claim a deduction for its fair market 

value. This will let you avoid paying the capital gains taxes that would be due if you 

sold it. I do this all the time, and it’s a very tax-efficient way to make a charitable 

donation. 

 

 Defer your year-end bonus – Pushing the bonus out into the New Year will delay 

the tax consequences of that income. You may also be able to defer some of your 

income to get the same benefit. Talk with your employer to see what they would be 

willing to do. 
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 Take your stock losses to offset your gains – Tax loss selling is a common 

strategy at the end of the calendar year. If you have some big gains that you’ll have to 

pay tax on, consider selling some losing positions to offset them. Don’t forget about 

the wash-sale rule that requires you to wait at least 30 days before you buy back the 

position you took the loss on. 

 

 Consider setting up a home-based business – It doesn’t have to be a major 

deal, but it has to be legitimate. A small business offers some of the best tax benefits 

you can get. Make sure you do it the right way. Get some qualified help to avoid 

problems. 

 

 Hire your kids to work for your business – This is a great way to have some of 

the money you make be recognized as income for your kids, whose tax rate is usually 

much lower than yours. Have them use that money to pay for their school clothes, 

entertainment, and even their own Christmas presents, and you’ll reduce several 

other expenses in your budget. 

 

 Set up your own retirement plan for your business – You can only do this if 

you have a business, but the advantage is that you can usually put more money into 

these business plans than you can into a personal IRA or Roth IRA. 

 

 Invest in tax-exempt bonds and treasury securities – The government and 

many municipalities issue bonds that are exempt from some taxes. While the interest 

rate may be lower than other bonds, the fact that the gains are tax-free may make 

them a wise choice, depending on where you live and your personal tax bracket. 

Check with your broker or financial advisor. If they don’t know what these are, get a 

different advisor. 

 

 Keep track of your business miles – The IRS just raised the mileage deduction 

for business miles. Carry a notebook in your glove box and record the miles for any 

business use of your personal vehicles. 
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 Move consumer debt to a home equity line – Interest on consumer debt, like 

credit cards and car loans, is not deductible, but interest on a home equity line may 

be. Check with your advisor before you do this. Also, the interest rate on a home 

equity line will likely be less than your consumer debts, so by making the same 

minimum payment amount, you’ll be paying down principle faster. 

 

 Consider filing separate tax returns if you’re married – There is a provision 

in the tax code called the marriage penalty that makes filing a joint tax return more 

taxing (pun intended) than filing separately. And it’s yet another example of how 

screwed up the tax code is. (Some may view marriage as penalty enough, without 

paying more taxes.) 

 

 Bulk up your deductions – Careful planning may allow you to bulk up some large 

itemized deductions like medical expenses into one year rather than spreading them 

over two years and not getting the deduction because you didn’t meet the minimum 

threshold. Check with your advisor on this one before you do it.  

 

These are a few simple tips to get you thinking and help you see that there are many 

simple things you can do to legally reduce the amount of tax you pay on the income 

you’re earning right now. All these rules and regulations can get pretty complicated at 

times, so the last thing I want to share with you is what to do if you need help. 

 

 
SEEK OUT A TRUSTED ADVISOR TO HELP CREATE YOUR TAX PLAN 
 

Tax planning is something that’s just too important and often too complicated to do on 

your own, unless you are a tax professional yourself. When consulting with an 

accountant or CPA, make sure that he or she is in the business of filing tax returns. A lot 

of CPAs make their living providing other types of accounting services. At times, the aid 

of a qualified tax attorney may be necessary as well, and when choosing an attorney you 

should look for an attorney who specializes in tax matters rather than someone who 

practices general law. 
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The single best way to find a good advisor is to get a referral from someone you know 

and trust. Try to get a referral from someone who is experienced in the world of money 

and business because they are likely to already have a team of trusted advisors they 

work closely with and can give an informed recommendation. Check them out and get 

references from other clients before you make your final selection. In the appendix of 

this book, I have provided the contact information for the two tax lawyers who assisted 

me in writing the tax chapters in this book. They are both outstanding professionals who 

know the tax laws and, more important, know how to explain them to non-accountant 

types like you and me—and then implement them to help us legally reduce our taxes and 

protect our assets. Check out their introductions in the Appendix. 
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Chapter	  11 

 
 

	  	  
Protect	  What	  YouProtect	  What	  You ’’ve	  Earnedve	  Earned 	  	  

 

“The entire essence of America is the hope to first make money, then make 
money with money, then make lots of money with lots of money.” 

 
-Paul Erdman 

 
 
 

ANY DISCUSSION ABOUT saving money should include the topics of asset 

protection and estate planning. As you’ll learn in this chapter, asset protection and 

estate planning involve structuring one’s commercial and personal assets in such a way 

as to provide protection from lawsuits and facilitate the orderly distribution of those 

assets in the event of their death.  

 

Chances are if you are reading this book, you may not have had a chance to save much 

money or accumulate any meaningful wealth. Even though you think you may not have 

much that needs protecting right now, you still are in need of asset protection planning. 

All too often, both businesses and individuals are financially devastated by lawsuits, 

unexpected medical emergencies, or disability. While this is always a tragedy, what is 

even more tragic is that such financial ruin can be avoided by putting some fundamental 

asset protection strategies into place. 

 

So why should you care about asset protection if you think you presently have nothing 

worth protecting? There are two very good reasons. First, people with little or no assets 

are sued all the time. Just because they may not have money to pay a large judgment, 

the judgment does not simply vanish. Instead, the judgment becomes an albatross that 

hangs around their necks for years to come.  

' '  
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Depending on the state in which you live, a plaintiff can enforce a judgment against you 

(in other words, try to get to your money) for anywhere from five to 20 years after the 

judgment is awarded. In many states, this period of time, known as the statute of 

limitations, can be extended. As a result, the judgment can stifle your attempts to save 

money for decades, because every time you accumulate a little bit of money, the plaintiff 

will be waiting with their hand out.  

 

The second reason why you need to be concerned about asset protection now rather 

than later is because you should have your plan in place before you become successful. 

As your savings begin to accumulate, people notice. Not only that, but their attorneys 

notice too. As a result, you will become a prime target for lawsuits, especially frivolous 

lawsuits that lack any merit in fact or law. Sadly, there are individuals out there who 

would rather make up a phony reason to sue you and take your hard-earned assets 

rather than work hard and save their own money. Once you have been served with a 

lawsuit, it is too late to put an asset protection plan into place. 

 

Many times people who have failed to adequately plan against lawsuits will try to shield 

those assets after they are sued. For example, these people will try and gift away their 

assets to their family and friends or will convey assets into business entities in order to 

keep them shielded in the event a judgment is awarded. Yet these types of gifts and 

conveyances can easily be declared "fraudulent transfers" by a court, which can then 

reverse such transactions. 

 

 

LAWSUITS ARE EXPLODING EVERYWHERE 
 

Countless people think they do not need any sort of asset protection planning because 

their chances of being sued are remote. Believe me, nothing could be farther from the 

truth. In recent years, our country has experience a "lawsuit explosion," making the 

odds of your being sued better than ever. Just consider these statistics:  

 

 Each year, litigation (getting sued) costs each American an average of $880. 

 In 2002, trial lawyers earned a total of $40 billion in legal fees from tort litigation. 

Tort litigation is defined as a breach of a civil duty by the accused. 
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 In 2001, there were 17.1 million civil lawsuits filed in the U.S. 

 In 2003, the total costs of tort cases in the U.S. exceeded $246 billion. 

 Nearly one out of every six jury awards in the U.S. exceeds one million dollars. In 

many states, one out of every four jury awards exceeds one million dollars. 

 Over the last five years, over seven percent of all U.S. companies suffered a lawsuit 

costing them in excess of $5 million. 
 

As you can see, these numbers are staggering. To make matters worse, law schools in 

America are turning out record numbers of new attorneys every year. As a result, the 

lawsuit explosion we are presently experiencing does not appear to be going away any 

time soon. 

 

 

TWO FOOL-PROOF WAYS FOR NEVER BEING SUED 
 

Rather than take the time to implement an asset protection plan, a lot of people think 

they can simply avoid being sued. For example, many business owners mistakenly 

believe that if they always operate their businesses carefully and honestly, then no one 

will ever have a reason to sue them. In a perfect world, that may be true. Yet as we just 

saw, frivolous lawsuits are filed simply because a plaintiff wants to get his or her hands 

on your money, not necessarily because you’ve caused them to suffer some type of harm. 

In those instances, no degree of honesty or care will ever prevent you from someday 

having to defend yourself against one of these lawsuits. 

 

Despite the odds of your being sued at some point in your life or the life of your 

business, there are actually two strategies that can almost guarantee you will never be 

sued. These strategies are great for asset protection, but they aren’t too appealing for 

those of us who wish to save money. The first way is to do nothing. When I say, "do 

nothing," I really mean do absolutely nothing. Don’t leave your house. Don’t drive your 

car, and don’t try to earn a living. If you have zero direct or indirect contact with the 

outside world, it will be hard for someone to ever come up with even a frivolous way to 

bring a lawsuit against you. 
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The second way is to own nothing. If you decided to give away all your possessions and 

live a life of poverty, your risk of being sued would be pretty slim. Odds are the folks 

living down by the train tracks will never be sued by anyone, no matter what they might 

do to actually warrant being sued. What would be the point of suing a person who has 

nothing with which to pay a judgment, now or in the future? In the United States, the 

law does not allow for someone to be put into jail just for being a debtor. Thus, winning 

a judgment against someone who truly owns nothing would be a hollow victory. 

 

 

UNDERSTAND HOW PLAINTIFFS PICK OUT THEIR TARGETS 
 

Of course, my advice for you to avoid the pitfalls of being sued either by doing nothing 

or owning nothing is given to prove a point. None of us would ever decide to never leave 

our house or give away all of our possessions out of the fear of being sued. Yet, as we’ll 

discuss, these seemingly silly ideas do illustrate one of the most important concepts in 

asset protection law, which is to always make oneself as unattractive a target as possible.  

 

The first factor considered by potential plaintiffs when selecting a target for a lawsuit is 

whether there are any "deep pockets" to go after. If the potential defendant isn’t worth 

going after, or at least appears to not be worth going after, then the plaintiff is likely to 

move on to another target. Second, if a plaintiff concludes that a person is worth being 

sued, the next question is, can those assets be reached? In other words, the plaintiff 

wants to look and see if you have any asset protection strategies in place that could 

prevent him or her from walking away with your life’s savings. A third consideration is 

whether the assets of a potential defendant can be found. It is one thing to know that a 

defendant has substantial assets, but it is another matter entirely to try and find exactly 

where those assets are located. 

 

A fourth consideration that would-be plaintiffs (and their lawyers) will take into account 

is the likelihood of an out-of-court settlement. This is especially true when a lawsuit is 

completely frivolous and the plaintiff ’s attorney knows that if the case actually goes to 

trial, they have a good chance of losing.  
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The factors that might induce a defendant to quickly settle a case out of court include 

the cost of defending the suit, the embarrassment to the defendant, or the loss of 

reputation to the defendant’s business if the case winds up in the papers. As we all 

know, the more outlandish a case, the more likely it will be picked up by the media. 

When this occurs, the damage to the defendant is done. 

 

The fifth and final consideration by the plaintiff and his or her attorney is whether or 

not they can win. The factors to be considered in this decision are the facts of the case, 

whether the plaintiff will appear sympathetic to a jury, whether the laws in the state 

where the lawsuit is being brought are in favor of the plaintiff, and whether a lawsuit-

friendly jury can be empanelled. 

 

 

OWN NOTHING; CONTROL EVERYTHING 
 

Once we understand how we can be targeted and selected as a defendant in a lawsuit, we 

can begin to put into place certain asset protection strategies that can make it less likely 

that we’ll ever be sued. These strategies center around two simple philosophies: Own 

nothing, and control everything. By "own nothing," I don’t mean that you should 

literally not own any assets. Instead, what we’re talking about here is to own nothing in 

your name. This is important for two reasons: First, if assets are not held in your name, 

they become harder to trace back to you (and lawyers will look before they even decide 

to file a suit). Second, if the asset itself has the potential of being the subject of a lawsuit, 

such as a business, by not owning the business in your name you personally cannot be 

sued. In such a case, all of your business assets would then be safe from the lawsuit. 

 

Now let’s talk briefly about control. Just because you are trying to shield yourself from 

liability, you would not want to actually be forced to "do nothing." The issue here is not 

so much control over your assets and businesses but rather in what capacity are you 

acting. By acting in your individual capacity, you are always going to be held personally 

liable for any consequences that result. Yet if you are acting on behalf of someone or 

something else, this is not always the case. 
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BUSINESS STRUCTURES VERSUS BUSINESS ENTITIES 
 

So, how can we own nothing and yet control everything? This is easily accomplished 

through the use of business entities. A business entity is a legal "individual" in the eyes 

of the law that is separate and distinct from its individual owners. A business entity is 

able to operate a business, give a loan, incur a loan or other obligation, own property, 

sell property, and sue somebody. More to the point, it can be sued. Because a business 

entity can be sued, it is the heart of asset protection benefits. Stated another way, when 

we have asset protection benefits, it means that the business entity is solely responsible 

for paying a judgment that results from a lawsuit. As a result, the most that the 

individual owner(s) of the business entity could ever stand to lose would be the value of 

their investment. This is referred to as "limited liability." 

 

Before discussing business entities and their asset protection benefits, let’s first discuss 

two business structures that everyone should avoid. First, let’s take a look at the sole 

proprietorship. One of the biggest advantages of operating a business as a sole 

proprietorship is that it is simple and inexpensive to set up and maintain. To operate a 

sole proprietorship, you do not have to form the entity with your state’s secretary of 

state or file any annual reports. Additionally, sole proprietorships are taxed as pass-

through entities, which means that the gains or losses of the business are "passed on" to 

the owner and reported on his or her personal tax returns. This can be a plus to you, tax-

wise, because if your business takes a loss for the year, you can file this loss as a 

deduction on your personal tax return. 

 

What most people who operate a business as a sole proprietorship don’t realize is that 

the benefits are far outweighed by the one disadvantage. With a sole proprietorship you 

receive zero asset protection benefits. What this means is that if the assets of a sole 

proprietorship are insufficient to pay an obligation, such as a judgment, then the owner 

of the business can be held personally liable, and all of his or her assets could potentially 

be taken in order to satisfy the judgment. For this reason, even though there are some 

upsides to operating a small business as a sole proprietorship, because of the lack of 

asset protection benefits one should never operate any type of for profit endeavor under 

this structure. 
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The second business structure to discuss is the general partnership. A general 

partnership is basically a sole proprietorship with more than one owner. Just as with a 

sole proprietorship, if you and a partner are operating a business and you have not filed 

to specifically designate your business as some other type of entity, you are conducting 

business as a general partnership by default. The advantages of operating a general 

partnership are the same as those for a sole proprietorship. General partnerships are 

also simple and inexpensive to set up and maintain because nothing has to be filed with 

the secretary of state to create the business, and no annual filings are required. 

Additionally, like sole proprietorships, general partnerships are taxed as pass-through 

entities, which in this instance would mean that the partners would file the profits or 

losses of the business on their personal tax returns, usually in accordance with their 

respective contributions to the partnership. 

 

Now, as you may have guessed, the disadvantage of operating as a general partnership is 

the same as for sole proprietorships—zero asset protection benefits. Again, this means 

that any plaintiffs against or creditors of the general partnership can come after the 

owners, individually, for satisfaction of a judgment or debt. Moreover, a plaintiff or 

creditor can elect which owner to pursue. In other words, if the partnership owes a debt 

it cannot pay, and only one of the partners has any assets, then the creditor can elect to 

pursue that partner for 100 percent of the debt, regardless of which partner actually 

incurred the debt. Because of this, not only do none of the owners have any asset 

protection benefits, the risks are actually multiplied by the number of partners there are 

in the business. 

 

 

PROTECTING AGAINST THE CATASTROPHIC LAWSUIT 
 

Now that we have an understanding of the dangers of operating any type of for-profit 

endeavor as a sole proprietorship or general partnership, let’s take a minute to discuss 

catastrophic lawsuits.  

 

Remembering the earlier data on the kinds of judgments juries award, you need to ask 

yourself the following question: what would happen to your business if it had a total 

value of $1 million and it was hit with a jury award totaling $5 million? Now, before you 

answer that, suppose that your business had no liability insurance and that you operated 

your business as a sole proprietorship.  
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Well, I can tell you that first the plaintiff who sued your business would probably be able 

to seize all of the business’s cash and other assets and liquidate any non-cash assets to 

pay toward the judgment. Essentially, you’ve now just lost your business as well as your 

livelihood. As if that wasn’t bad enough, it gets worse. Your business was only valued at 

$1 million, but there is still $4 million remaining unpaid on the judgment. Since you 

operated your business as a sole proprietorship, you are personally responsible for all 

debts and liabilities of the business. Therefore, the plaintiff can now seize your personal 

wealth to satisfy the remainder of the judgment. 

 
 
BUSINESS ENTITIES ARE YOUR MAIN ASSET PROTECTION TOOL 
 

With that happy thought in mind, let’s discuss business entities. Again, a business entity 

is a legal "individual," in the eyes of the law, which is separate and distinct from its 

individual owners and can be held responsible for its own debts and obligations, such as 

lawsuits. First, let’s discuss the corporation. Like all business entities, a corporation is a 

legal "person" that you create. Yet unlike we normal folks, a corporation is generally in 

existence perpetually until either affirmative action is taken to dissolve the corporation 

or until the corporation is dissolved by operation of law for failure to properly maintain 

its existence (i.e., by failing to file annual reports or take other statutorily-required 

actions). 

 

Now, since a corporation is able to incur a debt and be sued in the corporation’s name, a 

corporation provides you with asset protection benefits. Since the corporation’s debts 

and liabilities are its own, only the corporation will be responsible for them, meaning 

that only the corporation will be sued. Because of this, the owners (shareholders), 

directors, officers, and employees of a corporation are never personally liable for the 

corporation’s debts as long as the corporation is operated properly. This is called the 

"corporate shield" and is the basis for how a corporation offers asset protection benefits. 

 

Because of the asset protection benefits, I would definitely prefer to be shielded by a 

corporation than a sole proprietorship or a general partnership. Still, there are a few 

downsides to having a corporation. First, to set up a corporation one must file articles of 

incorporation with the secretary of state’s office in the state where the corporation is to 

be domiciled.  
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Of course, this also requires a fee. Second, the owner of a corporation must keep up with 

annual filings, hold annual meetings of the directors and shareholders, and keep up with 

other formalities related to the existence of the corporation. This is called "corporate 

maintenance." While these requirements may at times seem like a lot of trouble, they 

are easily worth the time and effort, considering the asset protection benefits you’ll 

receive from operating your business as a corporation.  

 

We need to spend just a moment on a quick tax issue—the difference between C 

corporations and S corporations. You have probably heard these terms before but may 

not be familiar with their meanings. Simply stated, the difference is in the way each type 

of corporation is taxed. All corporations are automatically C corporations by default. 

What makes a corporation an S corporation is the filing of additional tax documents 

designating the corporation as such. An S corporation is a pass-through entity, which, 

like sole proprietorships and general partnerships, means that the profits and losses of 

the corporation are reported on the shareholder’s tax return. Again, pass-through status 

can be quite a benefit, especially if the corporation has taken a loss for any particular 

year. Later on, as the corporation becomes profitable, it can be converted to a "C 

corporation." 

 

The second type of business entity we will discuss is the limited liability company, or 

LLC. An LLC is a relatively new type of business entity that fits somewhere between a 

partnership/sole proprietorship and a corporation. Like owners of general partnerships 

or sole proprietorships, LLC owners report business profits or losses on their personal 

income tax returns because the LLC is another type of pass-through entity. But, like 

corporations, an LLC is also a legal "person" that is separate and distinct from its 

owners, who are called members and own units of ownership rather than shares. So, like 

a corporation, an LLC’s debts and obligations are solely its own. Because of these 

characteristics, the LLC is often thought of as a hybrid between a corporation and a sole 

proprietorship/general partnership, combining the asset protection benefits of a 

corporation and the sometimes-advantageous tax benefits of a sole 

proprietorship/general partnership.  
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The downsides of having an LLC are similar to those of a corporation. Like a 

corporation, LLCs require initial and annual filings with the secretary of state, along 

with the requisite fees. There are other formalities that must be kept up with on an 

annual basis, but not as many as for a corporation. Yet once again, the asset protection 

benefits of an LLC make these required formalities and fees a minor inconvenience. 

 

Our discussion of business entities concludes with the Limited Partnership. Like 

corporations and LLCs, a limited partnership is a legal entity separate and distinct from 

its owners (the partners). With a general partnership, all of the partners have the right 

to participate in the management of the partnership, and each partner is personally 

liable for the debts and liabilities of the partnership. This is not the case with limited 

partnerships. Limited partnerships have two types of partners, general partners and 

limited partners, and only the general partners have the right to manage the company. 

By contrast, the limited partners have the right to distributions of the partnership, but 

they have no right of control over the partnership. In other words, the limited partners 

are purely investors in the business. Because of this, limited partnerships are ideal for 

entrepreneurs who want to attract investors but don’t want to hand over the 

management or decision-making duties. 

 

The asset protection benefits of a limited partnership are absolute for each of the limited 

partners only. As with the corporation and LLC, the limited partners of a limited 

partnership cannot be held responsible for the debts and liabilities of the partnership. 

For the general partner, however, there are no asset protection benefits, meaning, of 

course, that if the limited partnership is unable to pay a creditor or judgment against the 

partnership, the general partner can be held responsible. 

 

Based upon what we’ve just discussed, it seems like you could be faced with quite a 

dilemma, if you’re considering a limited partnership. Do you want to be the general 

partner of a limited partnership? On the one hand, you would have complete control 

over the partnership, but, on the other hand, that control will come at the cost of all 

asset protection benefits. What should you do? Fortunately, there is a solution. The 

general partner does not have to be an individual, it can also be a corporation controlled 

by you. By acting as the general partner through your corporation, you can at last 

receive the benefits of control while at the same time knowing that if you are held 

accountable for the debts and liabilities of the limited partnership, you will still be 

protected—thanks to the corporate shield provided by your corporation. 
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In wrapping up the discussion of business entities, at the very least you now know that 

you should never, never, never operate any sort of business as a sole proprietor or in a 

general partnership. Given that the corporation, LLC, and LP all provide asset 

protection benefits, your choice will usually come down to tax considerations. In this 

chapter we briefly mentioned how each of the business entities are taxed, but when 

selecting a business entity you should visit with an attorney or CPA who can better help 

you decide which business entity is best for you based upon each of their tax 

peculiarities. 

 
 
NEVER RELY ON INSURANCE FOR TOTAL ASSET PROTECTION  
 

One of the biggest mistakes people make when devising their asset protection plan is 

relying entirely upon insurance to protect them in the event of a judgment against 

themselves or their business. While insurance can certainly be a valuable component of 

your asset protection plan, it should not be the entire plan. There are two main reasons 

why you should not rely solely upon insurance policies. First, every policy is filled with 

exceptions that relieve the insurance company of liability if you file a claim. For 

example, most policies will typically cover only certain types of "events." In the case of 

damages that result from an intentional act or failure to act, or in the case of punitive 

damages, most policies won’t pay you a dime.  

 

The second reason why you should never rely solely on insurance as your asset 

protection plan is because every policy has a limit. Let’s suppose you are operating a sole 

proprietorship and you are faced with a lawsuit. You aren’t worried because you have an 

insurance policy that would pay for a judgment of up to $1 million. But what if the jury 

returns an award of $5 million? In this event, the sole proprietorship, and, therefore, 

you personally, would be responsible for the amount of the judgment that is in excess of 

your insurance policy’s limit, which (in case you need help with the math) is $4 million! 

 

 

 
 
 
 
 



 
 

 
 

162 

ALWAYS MAKE ASSET PROTECTION PART OF YOUR SAVINGS PLAN 
 

As we stated at the beginning of this chapter, everyone should be concerned about 

lawsuits and how they can protect themselves. By implementing some of the basic asset 

protection strategies we’ve discussed, you can protect both what savings you have 

already accumulated and your ability to save in the future. Without a strategy in place, 

no matter how much money you may save, that money will always be at risk. 

 

 

ESTATE PLANNING BASICS 
 

The second part of this chapter will focus on the basics of estate planning. Estate 

planning dictates what happens to your assets when you die. Your estate plan should 

include some important instructions, like who inherits your money and possessions, 

who becomes the guardian of your minor children, and (often) which charities do you 

wish to support with a donation. If you do nothing to address these basic questions, 

these important decisions will likely be left for the courts to decide. Having a solid estate 

plan in place before you die is the surest way to assure an orderly distribution of your 

assets to your heirs with minimal fighting and minimal impact from taxes and legal fees. 

 

So where should you start? Let’s take a look at a few basic steps. 

 

 

CREATE A WILL 
 

A will is the most common and simplest form of estate planning. A will is basically a 

legal document you create with the help of an attorney that regulates the rights of others 

over your personal property after you die. Most people are aware that they need a will, 

but according to Consumer Reports, nearly 65 percent of Americans die without one. 

Some very famous and some very wealthy people have died without a valid will or 

without any will at all, including Abraham Lincoln, Howard Hughes, Martin Luther 

King, Buddy Holly, and Sonny Bono. 

 

 

 

 



 
 

 
 

163 

A will is a very common legal document that can be created very inexpensively. There is 

no legal requirement that a lawyer create your will. You can do it yourself if you feel 

comfortable doing so. There are a number of online legal services with "fill-in-the-

blank" wills. These services will provide you with a legal document, but it might be a 

good idea to have it reviewed by an experienced estate lawyer or, at a minimum, one of 

your trusted advisors just to be sure you’ve covered everything and done it properly.  

 

The requirements of a will may vary slightly from one jurisdiction to another, but most 

have the following basic elements:  

 

 The maker of the will or testator (that’s the legal term) must identify himself or 

herself as the maker of the will. This is usually accomplished by beginning the will 

with the words, "Last will and testament." 

 The maker must declare that this will is the only valid one and that any provisions of 

previous wills be considered completely revoked. 

 The maker must demonstrate that he or she is of sound mind and body and capable 

of making the important decisions of how to dispose of their personal property. They 

must state that they are doing so freely and willingly. 

 The will must be signed and dated in the presence of at least two witnesses, 

preferably individuals who are not beneficiaries of the will. 

 The signature is typically placed at the end of the will, as any text that follows the 

signature is considered invalid. 

 

The instructions contained in the will should address your desired distribution of your 

assets, such as your real estate holdings, any bank or investment accounts, and all your 

remaining personal property. Typically, a couple should create a will for each spouse 

and have the assets all go to the surviving spouse when one of them dies. If you have 

minor children (under the age of 18), you should specify your preference for a legal 

guardian in the unlikely event that you both die.  

 

You should also designate an "executor" or personal representative who will carry out 

your wishes outlined in your will. This can be a surviving spouse or child, a lawyer, or 

other trusted advisor. Their job is simply to execute your wishes, not to make decisions 

on how things are divided or distributed.  
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You should select two or three people, in order of priority, to list as your executor or 

personal representative to ensure that at least one will be alive and willing to serve in 

this capacity when you die. I would suggest that you ask those you choose if they are 

willing to serve in this capacity before placing their name in your will. 

 

It’s also a good idea to detail your distribution wishes for specific personal property 

items that might be desired by multiple heirs. Things like rings, watches, antiques, 

family heirlooms, and the like should be listed individually with the designated heir next 

to them. This will help avoid family fighting over important personal items. Include your 

reasons for the decisions you’ve made if you think it will help your heirs better 

understand and accept your wishes. 

 

When a person dies, their will becomes subject to Probate. The word probate means, "to 

prove." That’s the purpose of probate—to prove the ownership and distribution of assets 

in the will. This process is handled by the probate court. A key motivation for having a 

will is to avoid probate or to minimize the cost and influence of probate on your estate. 

As with most things related to money, it’s all about planning. 

 

The whole purpose of probate is to determine the person who has the right to assign title 

and ownership of an asset whose owner is no longer able to do so because of death. If 

you plan well, this will not be a major hurdle. 

 

If you own any personal property or have minor children, you should consider at least 

creating a will that reflects your wishes in the event of your untimely death. 

 

 

THE POWER OF TRUSTS 
 

A will is the starting point when it comes to estate planning. The next step is using a 

trust. Trusts are some of the oldest and most commonly used tools in the world of estate 

planning and asset protection. They offer more versatility and a greater range of uses 

than a will, while still accomplishing some of the same basic needs, like the distribution 

of your assets and choosing guardians for your minor children. There are far more types 

of trusts than we have the space to deal with here, so I’m going to focus on one of the 

most basic trusts that may help you accomplish your estate planning goals. 
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The basic concept of a trust is very easy to understand. One person (the "grantor") gives 

up property or "grants" property to another person (the trustee), who is "trusted" by the 

grantor. The trustee is trusted to take care of the property and use the property, not for 

himself, but for the "benefit" of a third person (the beneficiary). The trustee is like the 

caretaker of the grantor’s property. The trustee’s job is simply to follow the instructions 

left by the grantor. The terms "trustee" and "beneficiary" are standard in every trust. 

However, the term "grantor" is often replaced by "settlor," "creator," or "trustor." They 

all mean the same thing, and which one the lawyer creating the trust uses is mostly a 

matter of personal preference.  

 

So, a trust is simply an agreement or document that defines the relationship the grantor 

has with the trustee. In this chapter, the word trust will refer to the written document 

that defines the relationship between the grantor and the trustee. There are many types 

of trusts. Each one is designed to achieve a specific purpose. A living revocable trust is a 

special type of trust used to avoid probate, reduce estate taxes, preserve your privacy, 

and manage your financial affairs. When you establish a living revocable trust for 

yourself, you will probably be the grantor, the trustee, and the beneficiary all at the same 

time. 

 

The trustee actually owns the property or holds title to the property in his or her 

capacity as trustee, not in his or her capacity as an individual. So, when John Doe is 

acting as trustee for his own living revocable trust, he will open a checking account (he 

will hold title to the checking account) as follows: "John Doe, Trustee for the John Doe 

Living Revocable Trust, dated July 4, 2006." 

 

Although the trustee holds title to the property in his or her name as trustee, the law and 

everybody else recognizes that the property really doesn’t belong to the trustee. The 

property belongs to the trust, and the trustee is just the caretaker. Technically, a trustee 

has control over the property, but not ownership. You don’t have to worry that the trust 

property will be lost if the trustee gets sued or even goes bankrupt. Everybody knows the 

property isn’t the trustee’s. The trustee is just "holding title" to the property for the 

benefit of the beneficiary. The law honors the trustee/beneficiary relationship and 

protects the property from personal, legal, and financial problems the trustee may 

encounter. 
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The trust document tells the trustee what he or she is supposed to do with the property, 

and the trustee is bound by law to follow the exact instructions given by the trust. The 

trustee is bound by a "fiduciary duty" to handle the property exactly as the trust directs. 

Sometimes the trustee is even referred to as a "fiduciary." 

 

A fiduciary duty is a solemn responsibility imposed by law. The law doesn’t spell out the 

day-to-day tasks trustees must perform to fulfill their responsibilities, but the law does 

set an exact and very high standard of conduct trustees must meet. A fiduciary 

relationship is one of the best-defined relationships in our legal system. While people do 

serve as trustees all the time and things work out okay, if they knew ahead of time what 

a solemn responsibility being a fiduciary entails, there is no way anyone would ever 

serve as a trustee. The fiduciary relationship is so well defined, and it protects the 

beneficiaries so well, that there is little or no reason to fear using a trust with a third-

party trustee. 

 

In your living revocable trust, you will serve as your own trustee as long as you are alive 

and are able to serve. You will also be the beneficiary, so there is absolutely no reason to 

be afraid of using a living revocable trust.  

 

If you aren’t already using a living revocable trust, it’s probably because you are not 

familiar enough with trusts to be comfortable using one. Living revocable trusts are 

becoming more and more popular. Over the last two decades, living revocable trusts 

have become a viable estate-planning tool in every state. Attorneys, banks, and people in 

general are becoming familiar with the living revocable trust concept and are embracing 

its use. 

 

 

LIVING REVOCABLE TRUSTS BY A DIFFERENT NAME 
 

In many states, the terminology "living revocable trust" is becoming so popular with the 

masses that attorneys are calling the trust an "LRT." Lawyers used to call the trust an 

Inter Vivos Revocable Trust. "Inter vivos" is Latin for "between the living," and 

"revocable" simply means it can be changed or "revoked" by the grantor (you). The 

living revocable trust is also commonly called an "A-B Trust," a "C Trust," a "Family 

Trust," a "Shelter Trust," a "Common Trust," a "QTIP (Qualified Terminable Interest 

Property) Trust," and a dozen other names. 
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Some books call an LRT a "Loving Trust," because it is a trust you set up for the people 

you love, which is a good description. Whatever name you call it by, the trust is the 

same. Don’t be confused. To ensure that you have to come to them to get the specially-

named trust, many lawyers and authors have put their own special name on a living 

revocable trust, which is just marketing. 

 

There is a very legitimate argument raging in the legal community. Some lawyers say 

living revocable trust shouldn’t be promoted and that the boiler-plate lawyers, who turn 

out living revocable trusts at the rate of 50 a day, should be shut down. These critics 

argue that the boilerplate lawyers are charging for a trust that avoids probate, when in 

reality the clients almost never avoid probate. The clients would have been better off 

getting a will or testamentary trust and admitting that their estate was going to go 

through probate. The bottom line is, their attorney never taught them how to use the 

trust, and/or they never understood what their responsibilities were. Unless you know 

how to use the trust and actually use it, you have wasted your money and you probably 

should have gotten a simple will. The simple will should be cheaper to set up than a 

living revocable trust.  

 

If you are in a Uniform Probate Code state and have an attorney who will do the probate 

fast and cheap, then a testamentary trust or will may be just your ticket. In fact, the 

argument can be made that the testamentary trust will make life easier because you 

don’t need to "use the trust" during your life. With a testamentary trust, you can’t avoid 

probate, even if you want to avoid it. Your estate goes through probate, guaranteed. The 

fact is a large percentage of lawyers will gouge the family during the probate process. 

 

One sure way to avoid probate is to enjoy life, prepay your funeral expenses, and budget 

your money so that you spend your last quarter calling the mortuary as you die in the 

phone booth. If you don’t have anything when you die, there is nothing to "transfer." 

Thus, no probate. Of course, you don’t want to die in a phone booth, and you want to 

take care of your family even after you die. Don’t give up. Your living revocable trust 

really can avoid probate, help eliminate or reduce estate tax, and protect your property 

in the event you become incompetent. The trust will assure that the maximum amount 

of your estate ends up with your family and that you retain maximum control over your 

property even after you die. The whole concept and operation of the trust is so simple 

that you will wonder why you didn’t start using a trust earlier in life. 
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Before you start using a trust, you have to fully understand the abstract concept of 

ownership. If a dead person’s name is on the ownership document, then the court has to 

give someone else authority to sign for the dead person and transfer the property. The 

quest to obtain that authority and determine who should receive the property is the 

probate process. The living revocable trust does an end-run around this whole process. 

The trust makes it so that a dead person’s name never shows up on an ownership 

document. The law and our society have said that the trust can own property. 

 

The trust is treated just like a person by the law. It can own property, sue, get sued, be 

born or "created," and die—just like a person. This is actually all an illusion, because a 

piece of paper (the trust) can’t really own your house. Ownership, the right to sue, and 

everything else actually rests with the trustee, who is the warm body behind the piece of 

paper. But everybody knows the property isn’t really owned by the trustee; it’s really 

owned by the trust. 

 

Let’s look at an example of how all this works so you can begin to put it together in your 

mind. Assume you and your spouse are named John and Mary Doe. After you have 

created your trust, you must make sure that the trust owns your property. Note that the 

trust is created by simply writing down the instructions you want to give the trustee 

concerning the property that will be "held" by the trust. Making the trust own property 

is easy. 

 

If you want to own a bank account yourself, then you will go to the bank and open up a 

bank account in your name, i.e., "John Doe" or "Mary Doe." If you want to have the bank 

account owned by yourself and your spouse, you will open up the bank account in the 

name of "John Doe and/or Mary Doe." If you want your trust to own the bank account, 

you will open up the bank account in the name of your trust. 

 

What do you name your trust? Name your trust as you would your child—that is, 

anything you want. However, most people would not name their trust "Jim Doe." The 

normal name for the trust would be the "John and Mary Doe Living Revocable Trust, 

dated July 4, 2006."  
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You could name the trust the "Upstitch Trust, dated July 4, 2006," or anything else. In 

today’s society, with identity theft running rampant, it is probably a good idea to name 

your trust by a name that doesn’t reveal the people behind the trust. If you like the 

beach, the trust could be named the "Sandy Beach Living Revocable Trust, dated July 4, 

2006." It just makes it a little harder for the identity thief to get the whole picture of 

your wealth. 

 

Note that your trust has two parts to its name. The first is the part you make up, i.e., 

"The John and Mary Doe Living Revocable Trust" or "The Sandy Beach Living 

Revocable Trust." The second part is the date you created the trust, i.e., "dated July 4, 

2006." Yes, you do have to have both parts of the name. People really mess up their 

trusts when they don’t have the date as part of the name. If you only had one name for 

yourself, you would always be messed up too. 

 

You can create more than one trust, just like you can have more than one child. Each 

child will receive a different first name and the same last name, because that is just the 

way our society does the naming thing. Each trust you create will, again, receive two 

names. The first name (The John and Mary Doe Living Revocable Trust) could be the 

same or different for each trust, but the second name, i.e., the date, will always be 

different.  

 

So, when you want the bank account to be owned by the trust, you use the trust’s name. 

Let’s assume you will be the trustee (controller) for your own trust. The signature card at 

the bank will read something like this: "The John and Mary Doe Living Revocable Trust, 

dated July 4, 2006, John Doe, Trustee; Mary Doe, Trustee." You must always identify 

the trustee by name, because it is actually the trustee who holds title to the property. 

 
 
THE TRICK—WHY TRUSTS AVOID PROBATE 
 

Here comes the probate trick. When your bank account is owned by your trust, it is in 

the name of your trust. When you die, does the owner of the account die? No, just you, 

the trustee or manager of the account, died.  
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The trust, the real owner of the account, did not die. There is no need to probate the 

account because the ownership doesn’t change. The owner isn’t dead. Just the manager 

is dead. When the president of IBM dies, does IBM have to probate all of its assets? No! 

When the president dies, the board of directors gets together and selects a new 

president. 

 

When you opened the account at the bank in the name of your trust, the bank, by letting 

you open the account, recognized your trust and agreed to recognize the trustees named 

in your trust. Of course, the trust document has a section in it that appoints a new 

trustee, the "successor trustee," to act in your place when you die. All you do is write 

down a statement in the trust stating that you want your wife or husband to be the sole 

trustee when you die, and you want Uncle Harry to be the successor trustee when both 

you and your spouse are dead. You will designate Uncle Harry as the successor trustee 

by simply writing his name into the trust as the "successor trustee." 

 

When you opened the account, the banker may have made a copy of all or part of the 

trust. Usually, the banker doesn’t actually want a copy of all the pages in your trust. It’s 

best to supply the banker with a certification of the trust from your attorney, or you can 

provide your banker with a copy of the first and last pages, just to reference the trust. 

(When you have an attorney draft your trust, ask if a certification of the trust document 

is part of the deal.) If Uncle Harry has a copy of the death certificate and the trust, or the 

banker has his own copy of the trust, the banker will know Uncle Harry is the new 

trustee. Once you and your wife pass away, the banker will ask for Uncle Harry’s 

identification and simply say, "Sign here."  

 

Uncle Harry is now the new trustee of the bank account. No court order. No lawyer. No 

two-year wait. No probate! When you die, there was an instantaneous transfer of power 

to the new trustee. Let’s be clear here, the money isn’t Uncle Harry’s now. It still belongs 

to the trust, and Uncle Harry is under the sacred fiduciary duty to follow your 

instruction and manage or distribute the property exactly in accordance with the 

instructions you left behind in the trust. 
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You just eliminated probate. Unfortunately, most people who get a living revocable trust 

never understand what you have now learned. You have to know why the trust works. 

The trust has to own the property. Most people forget to open the new checking account 

in the name of their trust, or they never change their existing checking account into the 

name of the trust. They are under the false impression that just because they have a 

piece of paper called a trust, they will not go through probate. You have to use the trust.  

 

As the name implies, what you’ve created is a "living," dynamic document. It isn’t 

something you just put in a safe deposit box or on the shelf in your office and forget 

about. Whether you or a lawyer writes the trust doesn’t matter. You have to know your 

trust inside and out and incorporate it into the decisions you make about your life and 

your money. 

 

Once you get out of debt and start moving toward living that wealthy life, you would be 

wise to visit with a competent estate planning lawyer to determine the best way to 

protect what you’ve worked so hard for and make sure that it is passed on to your heirs 

in just the way you intended. 
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Chapter	  12 

 
 

	  	  
The	  Stewardship	  of	  WealthThe	  Stewardship	  of	  Wealth 	  	  

 

“A little thought and a little kindness are often worth more than a great deal of 
money.”  

 

-John Ruskin 
 
 
 

THE TOOLS AND strategies in this book are simple to follow, and they work. But only 

if you put forth the effort to apply them and then stick to it. The difference between 

living a debt-free and wealthy life and continuing to struggle with money problems is 

you. You must change your behavior, or you’ll never be debt-free and wealthy. 

 

Whether you are up to your eyeballs in debt or abundantly wealthy, money can be a 

blessing or a curse. It’s all in how you deal with it. I honestly believe that money will 

make you more of the person you already are. Think about that for a minute. 

 

I’ve seen people who were very selfish and greedy become extremely wealthy after 

creating a successful business or investing well. Once they had more money than they 

could ever want to live the lifestyle of their dreams, you would think they wouldn’t be 

quite so selfish or greedy. The truth is almost always the exact opposite. When these 

people obtained their wealth, it was never enough. They became obsessed with acquiring 

more wealth, often at the expense of other people. These people often lie and cheat to 

get more money. Some push it so far they end up breaking the law and going to jail. 

When I see that happen, I always wonder why? They had everything they needed for a 

comfortable, wealthy life, and they gave it all up to get what? It makes no sense, but it 

happens all the time. 

' '  
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When you are finally debt-free and living the lifestyle of your dreams, I believe you have 

a responsibility to give something back. If you’re a generous, giving person, you’re likely 

to be just the same when you become wealthy. With some additional money, you’ll be in 

a position to have a dramatic impact on the lives of others who are less fortunate. It’s my 

opinion that attaining a position of wealth comes with a great responsibility attached. As 

the scriptures teach, "Unto whom much is given, much is required." 

 

I’ve had the privilege of touching the lives of many others through the wealth I have 

been blessed with. I honestly believe that wealth is a stewardship and that each of us has 

some accountability in how we use the wealth we acquire to make our world a better 

place. 

 

Here’s the dictionary definition of stewardship: 
 

1: the office, duties, and obligations of a steward 

2: the conducting, supervising, or managing of something; especially: the 

careful and responsible management of something entrusted to one's care 

<stewardship of our natural resources> 

 

That word "entrusted" really says it all for me. Add to that "careful and responsible 

management" and you can see that it’s not enough to just coast once we have reached 

our goal of a debt–free, wealthy life. The stewardship of wealth doesn’t mean we just 

give money away to worthy causes or people in need. That’s certainly part of it, but 

there’s more to stewardship than that. Giving money is often the easy way out and not 

the thing that will have the most positive impact on others—or yourself. The most 

valuable thing you possess is your time, and once you attain some level of wealth, you’re 

in a unique position to spend a greater portion of your time helping others progress and 

advance as they overcome their own individual challenges. 

 

You’ve no doubt heard the saying that if you give a man a fish, you feed him for a day; 

but if you teach a man to fish, you feed him for a lifetime. In a financial sense, you’ve 

learned to fish. This is a skill that is in short supply in our world today. You should take 

the opportunity you have to teach that skill to others so they can enjoy the blessing of 

being debt-free and living a wealthy life just like you. Let me share a few perspectives on 

what I believe to be the stewardship of wealth. 
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GIVE TO CHARITY 

 

Giving to charity is one of the unique aspects of our capitalistic society that separates the 

United States from many other nations of the world. I’m always amazed at the 

generosity of Americans when there are disasters around the world. We’re usually the 

first to step up and the ones who give the most. Think about some of the disasters you’ve 

witnessed in recent years and how much generosity was shown by both rich and not-so-

rich Americans. Think about the terrorist attacks on September 11, 2001, Hurricane 

Katrina, the earthquakes in Chile and Haiti, or the tsunami in Indonesia. It’s inspiring to 

ponder the outpourings of generosity. Now you are in a much better position to 

participate and make a difference.  

 

When I give to charity, I always make sure I know to whom I’m giving the money. I want 

to know I can trust the person or organization to do the good they say they are going to 

do. I don’t generally answer charitable solicitations I get in the mail or over the phone. I 

seek out the opportunities to give to the causes that mean the most to me. I honestly 

believe that by giving part of your wealth to someone less fortunate than yourself, you 

are showing gratitude for the blessing of wealth you have received. 

 

Unfortunately, there are many unscrupulous people who prey on our generosity and 

steal our money for personal gain, all under the guise of a worthy cause. Know to whom 

you’re giving before you give a dime. Make sure they are a registered charity and can 

provide you with a receipt for your donation you can use to verify your donation for tax 

purposes. 

 

There are many perks for donors, but you shouldn’t seek out the perks as a reason for 

giving. I like to support my alma mater for the excellent education I received; and as a 

benefit, I get to buy tickets for the football games that are a little closer to the field and 

the 50-yard line. If your contributions lead to some added benefits, think of the perks as 

another blessing for doing your part. Giving to worthy organizations that are in a 

position to use your donation to touch the most people in the most direct way will be 

very rewarding for you, both financially and emotionally. 

 
 
 



 
 

 
 

175 

GIVE OF YOUR TIME 
 

A few years ago, my family and I went to Mexico over one of our Thanksgiving holidays 

and worked on a humanitarian project building and repairing homes for those who are 

less fortunate. What a great experience to sacrifice a week of my time and a little bit of 

my money to provide another person with the basic necessities of a roof over their head 

and running water. Our week was an eye-opening experience for my children, as they 

saw how grateful the recipients were for something that could in no way be considered a 

luxury.  The homes we build were not much more than a large shed by American 

standards, but the recipients of our efforts expressed thanks as if we had given them a 

mansion.  It made my children appreciate the good fortune and the comfort we enjoy in 

our life every single day. That’s an experience money simply can’t buy. It takes an 

investment of time. 

 

I would encourage you to find a cause you can volunteer your time to. The rewards you 

will get for investing your time in a worthy cause will far outweigh those of simply giving 

money away. 

 

Here are a few ideas to get you thinking: 

 

• Volunteer at the local school – Our schools are in desperate need of assistance for 

the hard-working teachers who teach our children. Contact the principal and offer to 

spend an hour or two a week where the school needs the most help. 

 

• Volunteer with the local scouts – I’ve been involved in Boy Scouts my entire life, 

as a young boy and as an adult, and I’ve seen the impact this program can have on a 

young man’s life. The same would apply to the Girl Scouts. Going camping and teaching 

skills involves a tremendous sacrifice of time, but the rewards can be life changing for 

everyone. 

 

• Volunteer at the local senior center – Getting old is part of life, but it’s also a 

time when loneliness and depression are common. Seek out some senior citizens in your 

city who could use a little company once in a while. Take them out to lunch or go 

shopping with them, or just stop by and clean up their home a little bit while you visit 

with them. 
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• Become a mentor at the local university – I’ve done this a few times and found it 

to be extremely rewarding. I serve as a mentor for young entrepreneurs with visions of 

business success. I try to help them see the realities of running a business and then keep 

them grounded so they don’t get discouraged. 

 

• Volunteer at your church – I’ve been pretty visible over my career, and most of the 

people at my church know that I’ve been involved in money and finance. So I’ve been 

asked many times to put on seminars or give talks to groups that need some assistance 

or just want to learn. It may be how I make my living, but I’m happy to share with others 

in such settings. 

 

• Volunteer with a charity – These groups often need more than just your money. 

My family and I have had the opportunity to put together emergency kits and gather 

blankets for local charities.  We’ve also canned and served food at the local food banks 

and homeless shelters. You don’t need to be asked to offer help. Give of your time and 
your money, and I promise the outcomes will be twice as rewarding. 

 

 

MONEY ISSUES WITH FAMILY AND FRIENDS 
 

It’s great to be able to bless the lives of the ones you love the most, your family and 

friends. This can be a very challenging prospect as you balance the needs of your family 

members with your desire to help. I’ve made a number of loans to friends and family 

members, and rarely have I ever been paid back. I was happy to help them, but 

disappointed that no effort was made to show gratitude by repaying the debt. I’ve come 

to look at such opportunities as gifts rather than loans, and that shift in my point of view 

has made it easier to deal with the aftermath.  

 

The one piece of advice I would offer is that you should not let money or charity ruin a 

relationship. It’s not worth it. I get hit up for money all the time from friends and family. 

There have been many times when I have turned down the request for help, only to be 

scorned by the person who asked.  
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Unfortunately, some think that your good fortune and wealth entitles them to a portion 

because they don’t have as much. Don’t be bullied into giving. I promise you’ll regret it. I 

still believe that others need to be doing all they can to help themselves, and then I am 

happy to help them on their way if I feel it will actually do them some good. 

 

The people you can help the most are often the least likely to ask you for assistance. 

Keep your eyes open and you’ll see them. Spotting a need and then responding will be a 

blessing to both of you. 

 

 
STARTING OR INVESTING IN A BUSINESS 
 

You may wonder how this topic found its way into a chapter on stewardship, but I have a 

good reason. When you attain a level of wealth, I think you have a responsibility to 

sustain it and not risk what you have been blessed with. The fastest way to lose a fortune 

is to start a business that ultimately fails. 

 

I’ve had both successful and failed businesses in my career as an entrepreneur. My first 

business was a great success and allowed me the opportunity to enhance my lifestyle at a 

young age. Later, when the business struggled, I experienced some of the biggest 

financial challenges of my life. It’s an indisputable fact that the odds of success are 

stacked against you when you start a new business.  

 

I don’t want to sound hypocritical here because much of my personal wealth has come 

from starting and building successful businesses. I consider my businesses to be part of 

the diversity of my investment portfolio. But since that early experience of losing almost 

everything when my business failed, I’ve made a conscious effort to limit my 

entrepreneurial risks to no more than I would consider risking for a typical investment 

in the stock market or the real estate market. The emotional and financial risks of a 

business are often very difficult to estimate when you start out, and our natural desire to 

avoid failure often pushes us beyond reasonable limits that we would have considered 

unacceptable at the onset. That’s the way business works. It’s unpredictable, and thus 

you need to be cautious here. 
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This can be a very powerful temptation, especially after you’ve experienced a business 

success. You want to run right out and repeat it again to reinforce that great feeling of 

accomplishment and reward. Just be careful. The same caution should be used in 

investing in another person’s business. It may not all be yours, but if you’re the financial 

backer of it, you’re going to feel some of the same pressures. 

 

I never invest in a business that I don’t understand completely. If the idea sounds good 

but I don’t understand it, I’ll pass. Make sure the people you invest in are totally 

committed to the business—emotionally, physically, and financially. They must have 

everything at risk, or they will seek the easy way out or quit when the going gets tough. 

It must be their only job so there are no distractions. Just working for free isn’t enough. 

I’ve worked for free many times in my career while I built a business, but I also had to 

invest my own money to keep things going. If a business partner/owner isn’t willing to 

put everything into the endeavor, it’s too risky for you to invest your hard-earned 

money. They must have no alternative but to succeed, or they will almost always fail. 

 

Keep in mind that business success can also create challenges and stress that you didn’t 

bargain for. If you’ve never experienced the stress of having to make payroll on Friday 

when your bank account is empty on Monday, you don’t know stress. I’ve said it many 

times: "Success is often a liability" and "Be careful what you wish for because you just 

might get it."  

 

The challenge of a business can be all consuming, so use good judgment when 

considering starting a business or investing in a business once you are debt-free and 

living a comfortable life. Doing so can quickly plunge you back into debt if you’re not 

careful. 

 

I’m confident that you can live a debt-free and wealthy life if you follow the strategies 

outlined in this book. You’ll have to make sacrifices, but this is a proven plan for 

financial success and the happiness that comes with it. There are no short cuts when it 

comes to financial success. If you pay the price and put forth the effort, I assure you the 

rewards are worth the sacrifice.  
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Chapter	  13 

 
 

	  	  
Never	  Stop	  LearningNever	  Stop	  Learning 	  	  

 

“An investment in knowledge pays the best interest.” 
-Benjamin Franklin 

  
 
 

WHEN IT COMES to money, most people are drowning in information and starving 

for knowledge. Education is the key that unlocks the door to knowledge. No matter how 

much you think you know about money, there is always more to learn. Actively seek 

opportunities to learn more about money and increase your ability to earn, save, and 

invest.  

 

As you escape the burden of your debt, you’re going to realize that you now have a little 

room in your life for some free time to pursue things you really want to do. Life itself is 

one big classroom where we learn lessons every day that help us survive and prosper in 

this complicated world.  

 

When it comes to money, knowing how things work can give you a significant edge, 

which quite often will translate into greater opportunities to increase your income, cash 

flow, and the returns on your investments. These important bits of knowledge won’t 

come to you by accident or osmosis, but through study, work, and experience. My 

charge to each of you is this:  

 

Never Stop Learning! 
 
Here are a few suggestions on how you can gain the knowledge that will give you an edge 

in the world of money and finance. 

 

' '  
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DON’T BE AFRAID TO TRY SOMETHING NEW 
 
When I was enduring the major financial challenge I spoke about in at the beginning of 

this book, I was constantly looking for the opportunity that would change my fortunes. 

That opportunity came by chance after meeting a new neighbor who was a computer 

science professor at the local university near where I live. After telling him about the 

business that I ran (a sports collectibles business), he suggested that my business would 

be a perfect business to operate on the Internet. This was back in 1994, when people 

were still calling the Internet the World Wide Web. 

 

I had heard about the Internet, but I honestly had never been online. Heck, I had never 

used a modem, which was required to connect a computer to the Internet. My neighbor 

offered to take me on a tour of the Internet at his campus office. It took me several 

months before I decided to take him up on that offer. Actually, I really didn’t think it 

would be anything that would help me with my present business challenges. But one day 

it was raining and I couldn’t go golfing. So going to my neighbor’s office to the see the 

Internet in action was the best plan "B" I could come up with on short notice. 

 

What I saw that day made a powerful impression on me. I could see instantly how this 

new technology would change the way business would be done forever. It’s actually 

quite rewarding to think back to that day and realize that, for once in my life, I was 

actually able to predict the future. My head was spinning with ideas as I left his office 

and drove home. I remember thinking that I had just been let in on the biggest secret in 

the world and that I needed to do something or it would be just another thing I would 

look back on years later and say, "I wish I would have…." 
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I have a pretty aggressive personality. I guess you could say I’m a type “A” personality. 

My route home that day took me by a huge bookstore. As I passed it, I instantly thought 

I should go in and buy all the books on the Internet and read them over the weekend so 

that I would have this thing figured out by Monday. I pulled in and went to the business 

section and couldn’t find a single book on the Internet. I even asked for help, and the 

clerk told me the only books they had were books on writing computer code. That didn’t 

help me a bit. 

 

I couldn’t sleep that night because of all the thoughts and ideas running through my 

head. The first thing in the morning I called my neighbor and asked him how I could 

learn more about the Internet, short of coming back to college to earn another degree. 

He told me it was so new that I would have to watch it happen. I told him I didn’t even 

have a computer that could connect to the Internet. I had a computer, but all I could use 

it for was writing letters and keeping track of my finances. I was the master of two 

programs, Quicken and WordPerfect. That was the extent of my computer skill. My 

limitations notwithstanding, I was driven to learn more. Fortunately, my neighbor 

offered to let me use one of his computers and even left me little lists of websites that he 

thought I would be interested in looking at and learning from. 

 

Over a period of weeks and months, I began to get an understanding of how this 

powerful new technology could be used to do business. I decided to give it a try with my 

own business. I set up a shopping website that I called iMall. It was short for Internet 

Mall, which someone had already registered the domain name for. I called an 

acquaintance that published what is called a card deck. A card deck is basically a 

cellophane-wrapped stack of postcards with special offers on them, mostly business 

opportunities. I offered him a new web page in my iMall in return for a postcard in his 

next card deck mailing. He agreed. Yahoo! (Oops, wrong company.) 

 

I remember the ad I created like it was yesterday. I said in big bold type, "Reach millions 

on the Internet for FREE!" I added a little more copy to explain that I was offering to 

build a page in one of the first online shopping websites, my iMall, which would reach 

potentially millions of people on the information superhighway. If they paid me to 

develop the page, I would post it on the Internet for free. The card deck was mailed out, 

and I anxiously waited for the return cards to start showing up in my post office box. 
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Within a few days, a few cards arrived with requests for more information. A few days 

later, I was disappointed when I opened my box and didn’t see any postcards. I was 

crushed. Then, as I thumbed through the rest of my mail while sitting in my car in the 

parking lot, I came across a note from the postmaster. It said I needed to come to the 

counter and pick up the rest of my mail because it wouldn’t fit in my box.  

 

Could it be? 

 

I raced back into the post office and presented my note to the person at the counter. The 

clerk went into the back and returned a few minutes later with a huge bundle of 

postcards wrapped in a rubber band. I was rich! Well not really, but that was one of the 

best feelings I’ve ever experienced in my business career. 

 

Over the next few days and weeks, I collected over 8,000 responses to my little free ad in 

the card deck. As I followed up with all those people, I began to sell lots of websites for 

$250 each. By the end of my first month, I had collected thousands of dollars in orders 

and was well on my way to building one of the first and most successful Internet 

shopping sites on the Internet. A new business was born. 

 

I quickly contacted my friends at the National Football League, who were making 

arrangements for the Super Bowl that year in Miami, Florida. I was a licensee for my 

sports collectibles business (I made the coin that was tossed at the start of the Super 

Bowl each year), and I had recently participated in a trip to Florida to see all the 

attractions and facilities that were going to be available to visitors during the Super 

Bowl. While on the trip, my friends with the NFL asked if anyone wanted to play some 

golf. I quickly agreed, and the guy who hooked me up for a round happened to be the 

public relations director for the host committee. I kept his card so I could thank him 

later for the free round of golf.  
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Now that I was an Internet expert (hey, nobody knew much more than me!), I had a wild 

idea. I should do a website for the Super Bowl in my new mall. It would be a huge hit 

and would generate a ton of traffic to the other stores I had sold to my customers. I 

called my golf buddy in Miami and he told me I was too late. They already had a page on 

Prodigy (remember that one?), and they had spent their budget. Without hesitation I 

said, "Well Prodigy isn’t the World Wide Web. How about I build you a website on the 

World Wide Web for free?" I said the magic word and got his attention. He said he 

would ask his boss and get back to me. 

 

A day later, he called me and said they would let me do it if they could approve all the 

content I put on the site. They overnight expressed me all the details for every event 

during the Super Bowl week. I went online to register a domain name for the website 

and decided to try the obvious, www.superbowl.com. Imagine my surprise when it came 

up as available. I’m not making this up. 

 

I registered the name www.superbowl.com and had my computer science neighbor (now 

my business partner) build a website by typing and scanning everything in the package 

they had sent us. We had a site up in three days. I added a little online store with about 

six products—shirts, hats, programs, and, of course, my commemorative toss coin. 

People could order online by filling out an order form that my computer science 

neighbor programmed to print on my printer. 

 

Now I needed something to drive traffic to my www.superbowl.com website. I called a 

ticket broker and arranged to buy two tickets to the game to give away in a drawing. I 

then went out and posted ads for FREE Super Bowl tickets everywhere I could. It was a 

huge success. We created one of the busiest websites on the entire Internet in 1995, and 

we sold a ton of Super Bowl merchandise to fans in over 30 countries. I like to say we 

were doing e-commerce before anyone even created that word. My little iMall became a 

big success on the seminar circuit and was eventually bought by a little company called 

Excite@Home for several hundred million dollars in stock. Too bad I didn’t own more of 

my start-up when that happened, but I owned enough to set myself up pretty well. 

 

So why am I telling you this story? Because it still sends chills down my spine every time 

I think about it. But more important, I want to make the point that you need to be open 

to opportunities that come your way to expand your knowledge, your skills, and your 

ability to increase your income and wealth. 
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Had I just decided, when I visited with my neighbor on that rainy day, that since I didn’t 

know anything about computers I could never do anything on the Internet, the biggest 

opportunity of my life would have passed me by. So this leads me to the second point I 

want to make in this chapter. 

 
 
BEING IN THE RIGHT PLACE AT THE RIGHT TIME 
 
I’ll bet you’ve heard that saying before, right? You probably know someone who you 

think struck it rich because they were in the right place at the right time. They’re not any 

smarter than you, but they got a lucky break, and it rewarded them with the lifestyle of 

their dreams (and probably yours, too). Admit it; you’ve had this experience before, 

right?  

 

I’m here to tell you that every single person reading this book will get at least one chance 

in his or her life to be in the right place at the right time. You’re probably thinking, if 

that were true we’d all be living the life of our dreams. If you’re reading this book, 

chances are you’re not living that life yet, so what’s up with that? 

 

Well, here’s the catch. Everyone gets a chance to be in the right place at the right time at 

least once—and some more than once. The key to getting the reward really has nothing 

to do with luck at all. Many people who are in the right place at the right time have no 

idea they are there! They simply fail to see the opportunity that is right in front of them. 

 

Even most of the people who see that life-changing opportunity don’t get the reward 

because just seeing it isn’t enough. You have to do something about it. You have to take 

some action. That’s the secret. That’s what makes the luck, recognizing opportunity and 

doing something about it. 

 

When I say, "Do something about it," I don’t mean that in a passive way. When I saw 

that I was in the right place at the right time (after seeing the Internet at my neighbor’s 

office), I cleared the decks of all distractions and invested some time to fill my brain 

with knowledge that would help me eventually turn my ideas into income. I was driven 

to learn how to do business online. 
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It didn’t happen overnight. It took lots of time and hard work and some expert mentors. 

But I didn’t quit. The biggest test was when my neighbor/partner told me he needed a 

new computer to build our new Internet shopping site. I thought we could just run down 

to CompUSA, buy one, and be on our way. When he told me that the kind of computer 

he needed was a $30,000 Unix workstation, I was crushed again. I barely had lunch 

money, let alone $30k for a computer that I didn’t even know how to use. Through 

another neighbor who was a dealer for Hewlett Packard, we arranged to lease the 

computer my partner needed. I literally pledged every penny I had to my name to lease a 

computer that I couldn’t run to create a business in an industry I had only learned about 

six months earlier. 

 

That’s what I mean by take action! Success doesn’t fall from trees; you usually have to 

climb to the top rung on the ladder to reach it. Everyone in life should have the feeling of 

success from recognizing they are in the right place at the right time and taking action. 

The more you learn and the more you open your mind to the amazing potential you have 

to be successful, the more likely you are to see that opportunity when it comes by. Trust 

me…you’ll know it when it comes. Just be ready and make it happen! You deserve it. 

 

 
LEARN TO LOVE READING 
 
I’m convinced that there is nothing in this world that you can’t learn about if you are 

willing to read. You can teach yourself a language, a new trade, a new investment 

strategy, or a new hobby—anything. 

 

Here’s my challenge to you. Set a goal to read one business or self-help book each month 

for the next 12 months. I promise that if you’ll accept my challenge, you’ll learn 

something that will put more money in your pocket, solve even more of your problems, 

and, most important, bring more joy and happiness into your own life and the lives of 

those closest to you.  

 

Here are a few books I’ve read that had a big impact on my life. Maybe you’ll want to add 

a few of these to your reading list. 

 

1. Over the Top – Zig Ziglar 

2. The Millionaire Next Door – Thomas J. Stanley and William D. Danko 
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3. Awaken the Giant Within – Anthony Robbins 

4. One Up on Wall Street – Peter Lynch 

5. LEAPS – Harrison Roth (my favorite book on options) 

6. How to Make Money with Stocks – William O’Neil 

7. Market Wizards – Jack Schwager 

8. Who’s Your Caddy? – Rick Reilly (I had to include a golf book) 

 

It’s easy to tell a person’s passions and priorities by what they like to read. I hope you’ll 

take my challenge. 

 
 
SEEK OUT A MENTOR OR A TRUSTED ADVISOR 
 
Let’s face it; it always helps to have someone to talk to when we get confused and just 

need some help. You may be surprised to find a person who is willing to help you 

navigate some of the complexities of life and money without even charging a fee. 

 

Look around you and identify people who have achieved a level of success that you 

admire. Seek these types of people out to mentor you and teach you the lessons that will 

help you navigate your path to a debt-free and wealthy life. Having had the opportunity 

to be a mentor to several people in my life, I can honestly say that I was always flattered 

when someone would ask me to assist them with a business or money challenge. 

 
I look at those opportunities as one way I can give something back. It’s something that I 

talked about in the last chapter. You may not be in a position yet to be a mentor because 

you still have lessons to learn and experience to gain, but you can seek out a mentor or 

trusted advisor to help you shorten that learning curve.  

 

Be brave, but don’t impose. A true mentor will recognize your sincerity and commitment 

and do their best to help. Remember the old saying, "It’s a wise man who learns from his 

mistakes, but it’s a wiser man who learns from the mistakes of others." A wise mentor 

will have learned many lessons in the school of life he or she can share to help you avoid 

a few of life’s many pitfalls. 
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HOW DO ADULTS REALLY LEARN? 
 
The last topic I want to touch on is near and dear to me. Much of my career has been 

spent as a teacher. I never intended it to be that way; it was just one of those "right 

place, right time" things.  The goal of this book is to get you to change your behavior as it 

relates to your personal finances.  Now that you’re read it, it’s important that you 

approach this task with the right perspective.  Let me use an example to illustrate what I 

mean. 

 

Do you play a musical instrument, like the piano, or know someone who does? If so, 

think about how you or they gained that skill. If you attended a weeklong seminar or 

read a book on how to play the piano, I’ll bet by the end of it you would probably know 

the difference between the white keys and the black keys. You would probably be able to 

read a little music and recognize which keys on the keyboard you need to hit to play the 

right notes. You may even know which of the pedals to push and what it will do. 

 

That’s a great start on learning to play the piano, but I doubt after finishing that book or 

seminar you would want to invite a group of your closest friends and family over for a 

recital. 

 

Think about how anyone learns to play the piano. They first get a good instructor who 

knows how to play and, even more important, how to teach and communicate in such a 

way that a person of reasonable intelligence can also learn that skill. You meet with 

them for 30-45 minutes to learn one or two new skills or techniques, and then you go 

home and practice for a week to master them. You then return to the instructor and 

demonstrate your proficiency, and when you do, he or she teaches you the next skill or 

technique, and you repeat that process. 

 
Learning how to build wealth is just like learning to play the piano. It’s the secret that 

will help you learn the things I’ve tried to teach in this book and make sure that you are 

able to implement them properly to get the life-changing results that are possible. Here 

are the keys you need to know if you really want to learn what I’m trying to teach you.  

 

1. You must gain knowledge if you want to change your behavior. It must be broken 

down into bite-sized chunks so you can master it one chunk at a time. 
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2. You must be motivated to stay the course, or you’ll likely quit at the first sign of 

adversity. Remember mom telling you to practice your piano or you wouldn’t get to play 

with friends? Most of us need someone to motivate us through the tough times. 

 

3. You need to apply what you learn in a real-time environment to see the impact of your 

own decisions and abilities. We’re talking about behavior change, not just filling your 

head with new ideas. You must put what you’ve learned into action and see results. 

 

4. You also need someone to hold you accountable. Who holds us accountable as adults? 

Me? How are you doing? It’s the role of the teacher to hold us accountable for putting in 

the time, coming to the lessons, and doing the homework. 

 

5. All of this has to happen over time. You can’t absorb it all in a one-day seminar. Real 

learning takes place over time. 

 

There are a few people I know who can read a book, figure things out and then 

implement what they’ve learned perfectly—and in short order. When it comes to things 

like diets, exercise, debt, and finances, those people are rare. When we can’t stick to the 

diet, we get a counselor or doctor to help us. When we can’t stick to our exercise 

program or we’re not getting the results we want, we hire a personal trainer or at least 

work out with a friend. 

 

And when you can’t seem to make any progress in eliminating your debt and building 

real wealth for you and your family, you hire a debt or a wealth coach. If you reach a 

point where you’re not making the progress you’re looking for and want to get some 

help, you need to visit my website at rossjardine.com. I’ve created some additional tools 

and resources that will help you get started quickly and stay the course until you reach 

your goal of a debt–free and wealthy life. 

 

So don’t give up. This battle for freedom from debt—and the prosperity, joy, and 

happiness that come with it—is worth it. If you follow the basic strategies outlined in 

this book, I’m confident that you’ll be making music like Mozart in no time at all. 
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Chapter	  14 

 

 

	  	  
ConclusionConclusion  

 

“Two roads diverged in a wood, and I -- I took the one less traveled by, 

and that has made all the difference.” 

 

-Robert Frost 

 

 
 

NOW THAT YOU have learned the strategies in this book, you are at a fork in the road.  

You can choose to stay on the path you are currently on or you can choose another path. 

You can choose to maintain a life of debt or you can choose to eliminate debt and build 

wealth. Either choice has consequences. 

 

The key to retiring rich with the lifestyle of your dreams is crushing your debt and 

building wealth.  In 60 days or less, you can create your own personal financial roadmap 

that leads to the life you’ve longed for.  In order to reach your destination of a debt-free 

wealthy life, you simply must stay the course.  It won’t be easy.  There will be many 

potholes along the way that can get you off track.  You’ll have unexpected events both 

good and bad that will alter your plan.  The sacrifices you make will only be temporary if 

you stick to your plan.  For most people I meet, the plan I’ve outlined in this book will 

get you completely out of debt in as little as 7-9 years using just your current income.   

 

As I mentioned earlier, I believe everyone gets a chance to be in the right place at the 

right time.  I believe you’ve reached that point - right now.  In order to get the benefits of 

your great timing, you’ll need to recognize the opportunity and take immediate action. 

If you choose to make a change and take the path to financial freedom you’re about to 

experience a miracle in the next 60 days, your own 60-Day Money Miracle. 

' '  
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7-STEP 60-DAY MONEY MIRACLE ACTION PLAN 

 

1. Commit to change your financial life forever – starting right now. 

2. Visit my website at rossjardine.com and get a copy of my 60-Day Money Miracle 

Home Study Course.  This course has 10 powerful lessons to help you implement 

each step of the 60-Day Money Miracle program. 

3. Sign up to use MiFi GPS program to completely automate your 60-Day Money 

Miracle plan. This program helps you eliminate the biggest obstacle between where 

you are and where you want to be, YOU.   

4. Create and follow your own personal 60-Day Money Miracle Plan. 

5. Stay the course until you are 100% debt-free 

6. Get a copy of my book, Wall Street Alternatives and learn the powerful savings 

strategies that will help you build a solid foundation for a lifetime of investing 

success. 

7. Get a free WSA analysis to see how these powerful strategies can secure your 

financial future no matter what happens in the stock market. 

 

When you follow this simple 7-step action plan, you’ll be setting yourself on a course 

that leads to financial peace-of-mind.  Money stress is one of life’s biggest challenges.  

When you have stress over money, it affects everything in your life, your work, your 

family, and all of your relationships.  After a particularly tough period of my own life, my 

wife made the comment that, “whoever said money doesn’t buy happiness didn’t know 

what they were talking about.”  While no amount of money can buy true happiness, not 

having enough money to meet your needs both in life and retirement will certainly lead 

to unhappiness.  Trust me on this one, because I know the feeling first hand. 

 

A better life won’t just happen.  A better life happens as you take the necessary action to 

create it.  The 60-Day Money Miracle plan I’ve taught you in this book is a powerful and 

proven plan for eliminating your debts quickly using just your current income.  By 

following this simple plan, you’ll be learning strategies and skills that will help you 

navigate the financial maze of life and eventually enjoy the lifestyle of your dreams. 
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As I bring this book to an end, I want to thank you for your investment of time and 

money in what I’ve shared. I honestly believe you hold in your hands the ticket to a debt-

free, wealthy life. This is your chance to say goodbye to the stress, pain, and challenges 

that come from being in debt.  I hope I’ve inspired you in some way to want a better life 

and to make the sacrifices necessary to crush debt, build wealth, and retire rich. I wish 

you the best in your journey and sincerely hope that you will eventually live the lifestyle 

of your dreams. 
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APPENDIX	  AAPPENDIX	  A 	  	  
	  	  
 

The Author would like to thank JOHN V. CHILDERS, JR., one of the Nation’s 

premier wealth strategists for his valuable assistance in the writing of this book. 

Through JJ’s consulting and education business, Profit Publishing Group, Inc. and his 

law firm, Childers Finley, P.A., JJ has counseled literally thousands of students and 

clients on strategies for saving money and protecting one’s personal and business assets. 

These strategies focus on asset protection structuring, estate planning, and, of course, 

tax reduction planning. For more information on tax planning and protecting your 

savings you may contact JJ at info@childersfinley.com.  

 

Additionally, the Author is pleased to announce that all readers of this book are entitled 

to a free two-year tax filings review to determine if they have failed to take advantage of 

any exemptions, deductions, or credits which will entitle them to a refund from the 

federal government. To take advantage of this opportunity, simply send an email to 

info@ppgoffice.com. Please type "Free Tax Review" in the subject line of your email. 
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APPENDIX	  BAPPENDIX	  B 	  	  
	  	  

 

Attorney LEE R. PHILLIPS is a Counselor of the United States Supreme Court. He 

has three university degrees—BS, MS, JD — and has held licenses in real estate, 

mortgage brokering, securities, and life insurance, as well as being a registered 

investment advisor. Lee is nationally recognized in the fields of business structure, asset 

protection, financial planning and estate planning. He is the founder of LegaLees 

Corporation, a company specializing in solving asset protection and tax problems for 

high net worth individuals. 

 

After graduating, from one of the nation's top 25 law schools, he practiced law as a 

patent attorney. Later, he spent five years in the dual position of Assistant General 

Counsel and Associate Director of Research at the nation’s largest private university. 

Author of nineteen books, Lee serves on the editorial boards of several professional 

publications and has been a regular author for several magazines including Monetary 
Intelligence, Broker News and Physician's Money Digest. (See Publications.) His book, 

Trust Me, is a Time-Warner Book-of-the-Month Club selection. His new book, 

Guaranteed Millionaire, exposes the legal "loopholes" the rich use to make more 

money. 

 

Lee’s book will help you learn how to protect what you have, make more money and pay 

less tax with dozens of powerful legal strategies and tips. You can get a copy of Lee’s 

latest book or schedule a consultation by visiting his website at legalese.com or emailing 

him at ee@legalees.com. 
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