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Step 4: Current Wealth
Once you have your dream firmly in mind, the next step is to identify where you 
are today. When considering where you are today, list only your real assets, that 
is, those that are available to invest. Don’t list your car or your jewelry. But do 
list the amount of equity in your home if it can be made available for investing 
through a home equity loan. Here is an example of what I mean:

TABLE 1.1 

Liquid: Long-Term:

Savings Loans

Stocks & Bonds Real Estate

Mutual Funds Oil & Gas

CDs Business

Other Intellectual

Other Other

Sub-Total: Sub-Total:

These first four steps are the essence of a process referred to as “dreamlining,” 
and I will use a simple illustration to show you what I mean. Here is what my 
dreamline looked like when I first met Robert and started down my road to 
financial freedom.

July 1, this year July 1, 5 years

1 million investable
Net Worth

$250,000 Cash Flow
$5,000,000 Net Worth

Wealth Strategy

Figure 1.2
FIGURE 1.2  Tom’s “Dreamline” When He First Met Robert Kiyosaki

Step 5: Vision, Mission, and Values
After you have your dreamline in place, you can make a plan to reach those 
dreams. This plan should include your vision, mission and values, the type of 
real estate you will specialize in buying, and the criteria you use for choosing 
your real estate investments.
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find out this information at any time? Table 1.3 is an example of a statement 
of cash flows for one of my properties. I pulled this report directly from my 
Quickbooks.

This report tells me several things about this property. First, it tells me there 
was positive cash flow. Second, it tells me that there was a loss for tax purposes 
(net income was negative), producing additional cash flow for me through 
depreciation. Third, it tells me that I paid down my mortgage by $258, which 
is an additional benefit to me. If all I knew was that my cash had increased by 
$468 for the period, I would never have learned these other important benefits 
from this property and may have thought the property wasn’t doing too well.

Report No. 2: Ratio Analysis
While raw numbers are helpful to know, serious analysis of your real estate 
business comes from ratios and comparisons. A list of the most common ratios 
used to analyze your results is found in Table 1.4.

TIP   Two of the most important ratios are the cap rate on your properties 
and your return on investment (ROI).

TABLE 1.4  Most Common Ratios Used to Analyze Property Results
Ratio Numerator Denominator Tells You

Cap rate
Net Operating  

Income
Property  

Value
How much the  

property is earning

ROI
Annual increase in value 

plus income
Cash invested Total return

Cash on Cash  
return

Net cash from  
investment after taxes

Cash invested Cash return

Current ratio Current assets
Current  
liabilities

Ability to pay  
liabilities

Debt/equity ratio Total debt Net Equity Leverage

Return on  
assets

Net operating  
income

Total assets Profitability

Debt coverage
Net operating  

income
Annual debt  

service
Ability to service debt  

from cash flow

Loan to value (LTV) Debt Value of Property Leverage

Internal Rate  
of Return (IRR)

Complex formula
Average annual  

return on investment
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Drive Guide – The Neighborhood Environment
 
Below are the things you need to look for as you drive neighborhoods and look at environments. 
(Rating scale: 1 is poor, 2 is fair, 3 is average, 4 is good, 5 is very good.) Add comments to right.

Neighborhood Environment: __________________________________________________ (list area)

Border: N__________________ / S__________________ / E__________________ / W________________
        (comments)

Overall upkeep  1  2  3  4  5 _______________

General condition of buildings  1  2  3  4  5 _______________

Quality/condition of cars in area  1  2  3  4  5 _______________

Quality of businesses in area   1  2  3  4  5 _______________

Traffic patterns  1  2  3  4  5 ______________  

Area landscape  1  2  3  4  5 _______________

Overall visual interest   1  2  3  4  5 _______________

Perceived prestige  1  2  3  4  5 _______________

Would I buy here?        Yes        No
If yes, what product type? _________________________________________________________________
On what street(s) would I own? ____________________________________________________________

Your Feelings and Impressions
High points?  Morning  Noon  Night
 ____________________  ____________________  ____________________
 ____________________  ____________________  ____________________

Low points?  Morning  Noon  Night
 ____________________  ____________________  ____________________
 ____________________  ____________________  ____________________

Future Outlook
In 5 years: _______________________________________________________________________________

________________________________________________________________________________________
In 10 years: ______________________________________________________________________________

________________________________________________________________________________________
________________________________________________________________________________________

Other impressions: ______________________________________________________________________
________________________________________________________________________________________
________________________________________________________________________________________

Questions I need answered: _______________________________________________________________
________________________________________________________________________________________
________________________________________________________________________________________

Figure 5.1 FIGURE 5.1
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Drive Guide – The Building
 
Below are the things you need to look for as you drive and look at buildings. You’ll want one form 
for each building you view. (Rating scale: 1 is poor, 2 is fair, 3 is average, 4 is good, 5 is very good.)

Building Name: __________________________________________________________________________

Building Address: ________________________________________________________________________
        (comments)

Location within area  1  2  3  4  5 ____________________

Curb appeal    1  2  3  4  5 ____________________

General condition  1  2  3  4  5 ____________________

Parking   1  2  3  4  5 ____________________

Lighting  1  2  3  4  5 ____________________

Access/entrance and exit  1  2  3  4  5 ____________________

Tenants   1  2  3  4  5 ____________________

Ease of finding  1  2  3  4  5 ____________________

Landscaping   1  2  3  4  5 ____________________

Fits with your needs/wants  1  2  3  4  5 ____________________

Your Feelings and Impressions
High points?  Morning  Noon  Night
 ____________________  ____________________  ____________________
 ____________________  ____________________  ____________________

Low points?  Morning  Noon  Night
 ____________________  ____________________  ____________________
 ____________________  ____________________  ____________________

Future Outlook
In 5 years:  ______________________________________________________________________________

________________________________________________________________________________________
In 10 years:  _____________________________________________________________________________

________________________________________________________________________________________
________________________________________________________________________________________

Other impressions: ______________________________________________________________________
________________________________________________________________________________________
________________________________________________________________________________________

Figure 5.2FIGURE 5.2
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Market Cycle Quadrants 

Phase II - Expansion Phase III - Hypersupply

Phase I - Recovery Phase IV - Recession

Declining Vacancy
New Construction

Increasing Vacancy
New Construction

Declining Vacancy
No New Construction

Increasing Vacancy
More Completions

Figure 5.3

LT Occupancy

TIP   Recommendation No. 9: Phase 1 in the real estate cycle is the time to 
buy, and Phase 2 and 3 is the time to sell.

As you’ll see in a minute when we talk about Phase 3 and Phase 4, declining 
markets aren’t the time to take vacations. Doing lots of homework during those 
times will make you smarter and at the ready during a Phase 1 market when it 
is time to buy. When the other guys who bought poorly, or bought in the wrong 
phase of the market, have thrown in the towel, that’s when I buy.

During Phase 2, you see the occupancy rates move below the Long Term 
Occupancy (LT Occupancy line on the diagram) for your market. (Long Term Oc- 
cupancy means that owners typically need at least a minimum of five years of 
term remaining.) Every market is different, but in most cases, vacancy is very 
healthy when it is below 10 percent. Understand that new construction tends 
to start when vacancy rates drop below 10 and 15 percent, so during this phase 
new properties begin to be developed. Again, this phase of the cycle does not 
last days, weeks, or months. It tends to last a few years, so there is no hurry 
here. If and when I buy during this phase, I really make sure the numbers work 
and that the property meets my qualifications. There’s no way of knowing 
exactly where the top of the market is or how long it will last, so caution is the 
rule. If you’re going to sell, Phase 2 is when you do it.

TIP   Recommendation No. 10: Phase 3 and Phase 4 are not the times  
to buy. They are the times to research and target properties to buy when  
Phase 1 kicks in.
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No Entity Tax

Flow-Through ProfitsAfter Tax Profits

Corporate Tax
Taxes Paid Once

Taxes Paid Twice Taxes Paid OnceDividends to
Shareholders

Dividends to
Members

$

C 
Corporation

LLC, LP, or Sub S 
Corporation

$

Figure 6.2
So what happens when you have a capital gain on the sale of real estate held 

by a C corporation? You pay a lot more in taxes.
Consider the situation in which a $500,000 long-term capital gain is realized 

on the sale of real estate held for longer than one year.
As the chart on p. 114 indicates, you will pay $144,500 more in federal taxes 

by using a C corporation instead of an LLC. Does Uncle Sam want you to use 
a C corporation? Of course. Will investors likely join your deal if you propose 
using a C corporation? Probably not. They’ll know you don’t know what you 
are doing. Avoid the professional who advises you to use a C corporation to 
hold any interest in real estate. They just don’t know what they are doing—to 
your later detriment. Also avoid using on-line incorporation services. They 
won’t even know what to ask.

C Corporation

 $500,000 Gain

 −170,000 Less 34% corporate tax (35% for larger corporations)

 $330,000

 −   49,500 Less 15% tax to shareholder on distributions

 $280,500 Amount after tax

LLC

 $500,000 Gain

 −  75,000 Less 15% capital gain tax

 $425,000 Amount after tax

Figure 6.3

FIGURE 6.2

FIGURE 6.3
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Real Life Story: John’s Bad Day

John was a doctor in California. He had worked hard and paid his taxes. 

He owned a twenty-unit Roseville apartment building free and clear and a 

significant brokerage account. He felt as if he were doing well, but the combination 

of the malpractice and real estate litigation explosion and the ravenous demands 

of both the IRS and California’s notorious state tax collector—the Franchise Tax 

Board—had led John down the path of considering offshore options.

A promoter from the Caribbean Island of Nevis held a seminar for doctors and 

dentists in John’s hometown. The self-styled asset protection man with glowing 

testimonials and advanced degrees from schools John had not heard of, laid 

out a comprehensive and seamless case for using Nevis structures to protect 

assets. The promoter boldly claimed that by using offshore trusts John could 

obtain complete privacy and incredible tax savings. His strategy was graphically 

represented as follows:

Roseville, LLC 
20 unit apt. building

Nevis APT, I

Nevis APT II
Offshore brokerage 

account

Figure 6.6

The promoter indicated that John would not have to pay any taxes. Because the 

apartment building LLC was owned by the Nevis APT (“asset protection trust”), 

profits generated from rents could pass offshore without taxes. The domestic LLC 

would simply file zero return. The promoter further stated that insurance was not 

needed on the apartment building because it was now in a bulletproof structure. As 

well, by moving John’s significant brokerage account into the second APT, profits 

could be generated offshore without U.S. or California taxes. Better yet, the monies 

could be accessed by John, tax free, into the United States by simply requesting 

the Nevis trustee—who received $3,000 a year for the service—wire the money.

John followed the promoter’s advice, paid the $25,000 for setting it all up, and 

in the first year his financial condition greatly improved. With his assets offshore 

and no onshore taxes paid, he was doing really well. He wondered why everyone 

didn’t do this. Then, in one day, two problems arose. He was sued for malpractice 

by a patient and a tenant fell at the apartment building.

FIGURE 6.6

CONTINUED
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When the tenant’s claim was made, John informed the claimants that there was no 

insurance. When the tenant’s lawyer indicated they would sue anyway, John calmly 

replied that the building was owned by a bulletproof offshore asset protection trust.

The lawyer laughed and said John needed to get a local attorney to advise him. 

When John did so he learned the bitter truth: You can’t protect U.S. real estate with 

offshore entities. The apartment building was located in California and, as such, 

California courts had jurisdiction. This was the law in all fifty states. The tenant could 

bring a claim against the LLC, and with no insurance in place, the tenant could reach the 

entire free-and-clear equity in the apartment building. The fact that the LLC was owned 

by an offshore APT was of absolutely no consequence and offered zero protection.

John also spoke to his new lawyer about the malpractice claim. As a doctor, 

John was sued individually. But he felt protected because his brokerage assets 

were privately all held offshore. This was when the second shoe dropped.

The lawyer explained that if John had followed all the tax reporting requirements 

associated with offshore entities, a creditor could easily learn what John owned.

John was incredulous. The promoter had assured him that he had bulletproof 

privacy and asset protection without the requirement of taxes or even tax 

reporting. The lawyer had seen other professionals lured in before. He presented 

John with the following chart detailing all the reporting requirements:

John now realized that everything the promoter said was false. Given the IRS 

rules, there was no privacy, no tax savings, and no bulletproof protection. With the 

help of his new lawyer, John cleaned up the offshore mess by paying significant 

IRS penalties and fees. A demand to the Nevis promoter for the $25,000 John was 

lured into paying for worthless strategies and documents went unanswered.

TABLE 6.1

IRS Requirement IRS Rule

U.S. persons must report all gratuitous and nongratuitous transfers  
to a foreign trust.

Section 6048,  
Section 1494

Foreign trusts owned by U.S. persons must file an annual tax return  
on IRS Form 3520-A. U.S. persons are subject to a 5% penalty against 
the value of offshore assets each year for failure to file. 

Sections  
671 to 679

U.S. persons receiving offshore distributions, whether taxable or  
nontaxable, must report them or pay 35% penalty.

Section 6677(a)

Foreign trusts owned by U.S. persons must appoint a U.S. agent so  
that the IRS may examine offshore records.

Sections  
7602 to 7604
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You see, opportunities are never easy. Problems, challenges, and setbacks 
almost always occur. Those who shy away from the hard work needed to 
embrace opportunities fail. Over the years I’ve had friends and acquaintances 
come to me wanting to partner with me on various real estate projects. Often 
they back out. Why? It’s like a rope strung across the two sides of the Grand 
Canyon. They see a tightrope; I see a bridge.

What can we do to strengthen our faith so that we can embrace and overcome 
more problems? That answer is easy. Take more chances. Truly successful 
people pursue opportunities based on faith. They don’t let fear get in their way. 
Successful people—the Donald Trumps of the world, for example—also are 
constantly strengthening their faith. They are admitting their fears but pursuing 
opportunities anyway. When we let fear rule our lives, we don’t take chances. 
When we live by faith, we pursue opportunities and take controlled risks.

When I was younger, I left my government job, where I was earning $60,000 
a year, to become a real estate agent and investor. I was excited. I had recently 
read Napoleon Hill’s Think and Grow Rich and was ready to set the world on 
fire—and to do so immediately. But things didn’t happen so quickly. In fact, for 
several months, no opportunities materialized. Zero, none, nada. My savings 
began to dwindle. And then do you know what happened? My mind, which had 
been positive and focused on possibilities, began to worry. My dreams turned—
mentally—from delights to disasters.

Eventually I overcame this initial slow time, and my investing took off. Only 
those who have the courage and the tenacity to never give up in the face of 
setbacks and other obstacles will achieve success.

Success then isn’t a straight line; it’s a series of starts and stops, two steps 
forward, and then one step back. Here’s what I thought success would look like:

 

What I Thought Success Would Look Like

Figure 10.1FIGURE 10.1  What I Thought Success Would Look Like
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And here is what it actually did look like:

TIP   Only those who have the courage and the tenacity to never give up  
in the face of setbacks and other obstacles will achieve success.

If you have the patience to pursue and overcome problems, your chances for 
real estate successes will skyrocket. Remember your mantra:

Profit from Problems

You see, I believe that this concept of adding value to real estate can carry 
over into your life in many, many other ways. For example, too often I see and 
meet people who are focused on making less of other people or things. Instead, 
I want to encourage you to make more of every person you come in contact 
with. Avoid labels; there’s no real right and wrong, just different points of view. 
Regardless of where you are in life right now, you can make the decision to 
reach up and out in your life and help others do the same.

Curtis Oakes has been a top-performing realtor for Coldwell Banker in 

San Francisco for more than two decades, placing him in the top 3 percent 

of all Coldwell Banker agents nationwide. In 1994, Curtis and his wife 

formed the Oakes Group, specializing in San Francisco Bay Area real 

estate sales, investment, and development. His passion for helping others 

has permeated his real estate practice, and he’s helped countless 

individuals realize their dream of home ownership and investment property acquisition. 

Through his proprietary Oakes Group Mentoring Program, he teaches wealth building 

through real estate.

What the Path to Success Really Looks Like

Figure 10.2

What the Path to Success Really Looks Like

Figure 10.2

FIGURE 10.2  What the Path to Success Really Looks Like


