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10 Key Concepts:

1. The securities and exchange commission (SEC) of the US defines an individual as an accredited Investor if: 1) $200,000 or more in annual income or 2) $300,000 or more in annual income as a couple, or 3) $1 million or more in net worth

2. The intention of this book is to offer you an insight into how many of the richest self-made individuals made their money and went on to acquire great wealth
3. The reason you learn about businesses to invest is because what you are ultimately investing in is a business and the best way to invest is to have your business buy your investments for you

4. Richest investors in the world to not buy investments most of the 90/10 investors create their own investments

5. They created investments, called businesses, that millions of people want to buy

6. A true investor makes money regardless if the market is going up or crashing down; they make money regardless if they are winning or losing, and they go both long and short

7. Investing is not risky…being out of control is risky

8. The rich investor takes risks, focuses rather than diversifies, increases debt in their favor, knows how to increase expenses to make themselves richer, creates jobs, works less and less to make more and more

9. A sophisticated investor knows the 3-E’s – education, experience and excessive cash

10. Making $1 million was not that difficult….it’s keeping the million and having it work hard for you that I found to be difficult

11. Accredited Investors and Sophisticated Investors…invest.  In private placements, real estate syndication and limited partnerships…pre-initial public offerings (IPOs), IPOs, Sub-prime financing, mergers and acquisitions, loans for startups, hedge funds

12. 5 phases of becoming a sophisticated investor – are you mentally prepared to be an investor, what type of investor do you want to become, how do you build a strong business, who is the sophisticated investor, giving it back

13. To gain more abundance a person needs more skills and needs to be more creative and cooperative.  People who are creative, have good financial and business skills, and are cooperative often have lives of increasing financial abundance.

14. A big part of taking control of myself was taking control of my internal reality about money.  I have had to constantly remind myself that there is a world of too much money, because in my hear and soul, I have often felt like a poor person

15.  Investing is a plan, not a product or procedure….investing is a very personal plan…it gets you from where you are to where you want to be
16.  A true investor does not become attached to the vehicles or the procedures.  A true investor has a plan and has multiple options as to investment vehicles and procedures.  All a true investor wants to do is get from point A to point B safely and within a desire time frame.  That person does not want to own or push the wheelbarrow

17.  Are you willing to invest the time to find out where you are financially today and where you want to be financially and are you willing to spell out how you plan to get there?
18. Are you willing to meet with a least one professional financial advisor and find out how his or services my help you with your long term investment plans?

19. It does not take money to make money…it takes words….a persons vocabulary makes the difference…It is not what we say out loud that determines our lives…it is what we whisper to ourselves that has the most power…word form thoughts, thoughts form realities, and realities become life.  If you want to change people’s lives…first change their words
20.  Investing is a plan, often boring, made up of formulas and strategies, a system for getting rich….got the formula from Monopoly

21. Book – What works on wall street – a guide to the best performing investment strategies of all time – O’Shaughnessy – keeping it simple is the best rule for investing….do not let your emotions dictate decision…the path to achieving investment success is to study long-term results and find a strategy or group of strategies that make sense.  Then stay on the path….we must look at how well strategies work, not stocks perform

22.  He had a strategy of building businesses and have his businesses buy his real estate as well as his paper assets
23.  Are you ready to find a simple formula as part of your plan and stick to it until you reach your financial goal?

24.  How can you find the plan that is right for you? Take your time…think quietly about your life up to this point.  Take days to think quietly…take weeks if you need to…Ask yourself in these moments of quiet, What do I want from this gift called life?  Don’t talk to anyone else for a while…at least until you are certain you know what you think you want…All to often people either innocently or aggressively want to impose what they want for you instead of what you want for yourself
25.  Step one is to write out a financial plan to be financially secure.
26.  Then find your own advisor and write a plan on how to be financially comfortable…. talk to financial advisors…you must be clear on what you want to be able to communicate to your advisor
27.  A person without these two plans is the highest risk…write out a plan to be rich
28. Are you willing to set in place an investment plan to cover your financial needs to be secure and /or comfortable?

29.  Are you willing to invest the time to invest at the rich level?

30.  Why investing is not risky the E/S/B/I Quadrant – employed, self employed, business, investor

31.  The business behind the business is the real game.  It is the business behind that business that makes money regardless of who wins the game or which way the market goes – up or down…It is the business that sells the tickets to the game…it does not buy the tickets

32. Are you will to start taking control over yourself?

33. Are you willing to invest the time to gain the education and experience to become a successful investor as an insider?

34.  All you need to do to make more money is simply focus on becoming a better investor.  If you focus on improving y9ur experience and education as an investor, you will gain tremendous wealth

35. Investment basic rule #1 – always know what kind of income your are working for – earned, portfolio, passive?
36. Rule #2 is to convert earned income into portfolio income or passive income as efficiently as possible
37. Rule #3 is to keep your earned income secure by purchasing a security you hope converts your earned income into passive income or portfolio income.  A security is something you hope will keep your money secure…an asset puts money in your pocket…a liability takes it out.  Pick assets.
38. Rule # 4 – It is the investor that is really the asset or the liability

39.  Rule #5 – A true investor is prepare for whatever happens

40.  be prepared to profit when the market moves up or if it moves down…in fact the best investors make more money in a down market move simply because the market alls faster than it rises.
41. Rule #6 If you are prepared, which means you have education and experience, and you find a good deal, the money will find you or you will find the money….when a person finds a good deal, the deal attracts the cash…if the deal is bad…it is really hard to raise the cash
42. Rule #7 is the ability to evaluate risk and reward. The most important thing here is not return on investment, rather return in investment.
43.  If someone cannot explain the investment to you in less than two minutes and you understand it…then either you don’t understand or he does not, or you both don’t – pass on it
44. If you are going to invest, or intend to invest, in what the rich invest in are you willing to gain the 3 E’s – education, experience and excessive cash?
45. Time is your most important asset…the number one control you must have to be an investor is control over yourself.  To be a rich investor you also have to either be a good business owner, or know what a business owner knows.

46. Tetrahedron – Business (income) Passive (real estate assets) Portfolio (paper assets), Expenses.80% of the rich became rich through building a business.

47.  Know the difference between good money and bad money…assets and liabilities…good securities and bad securities…never work for money, learn to spot opportunities not jobs, and learn to read financial statements

48. Financial literacy is fundamental to fundamental investing….Income….expenses…assets…liabilities….Income statement and balance sheet

49.  You invest for one reason – to acquire an asset that converts earned income into passive income or portfolio income

50.  Having control over financial statements…allows me to operate multiple businesses without being in the business physically

51. The sophisticated investor has trained themselves and their brain to see opportunities other than price…they know the most of the best investment opportunities are not visible to the untrained eye
52.  You find the best investment opportunities from understanding accounting, the tax code, business law and corporate law

53. If you plan to become wealthy as an investor and invest in the investments of the rich are you willing to keep an updated personal financial statement and practice reading other financial statements on a regular basis

54.  The relationship between the income statement and the balance sheet is the most way to understand a business…are they acquiring assets….is something under the asset column that is not an asset

55.  Real assets generate cash flow

56.  What an investor does is acquire an asset that someone else pays for….i.e. real estate, houses, apartment buildings…improve your financial intelligence, or financial vision

57.  Mistakes are how we learn…always learn from your mistakes…be happy…be responsible for them

58. “Success is the ability to go from one failure to another with no loss of enthusiasm”.
59.  The decision-makers of the marketing and distribution system of the underlying investments actually make the large sums of money, not necessarily the investments investor or retiree.
60.  Compare your investment plan to others.
61.  How can you create assets in the asset column without buying them with money?

62.  Rich Dad’s 90/10 riddle was to give you a blank asset column and ask you how you would fill it with assets without having to buy the assets…the power is in the thinking process – your job is to create assets…rather than buy other assets and liabilities
63.  One test of an asset – can you hand it down to people you love?

64.  Create an asset that buys other assets – it takes a great person behind an idea to become rich….are you willing to become great?

65.  Your own greatness is often found at the end of the road, and when it comes to turning your ideas into money, there are many time when you come to the end of the road.

66. Fine entrepreneurial spirit and make it strong is more important than the idea.
67. The ten investor controls – control over….yourself, income/expenses asset/liability rations, taxes, when you buy and when you sell, brokerage transactions, the ETC (entity, time, and characteristics, the terms and conditions of the agreements, access to information, giving it back-philanthropy – redistribution of wealth
68.  When you have the right experience combined with good financial literacy, the excessive cash will come
69.  Fundamental investing – looks at the financials of the company – technical investing – invests on the emotions of the market – both are necessary – p.196 important skills
70. Exit strategies are very important – easy to get in…not so easy to get out
71. P/E ratio – market price per share over net income per share – price earnings ratio of a stock – must compare with past performance – and growth of the company
72. Sophisticated investor know tax law, corporate law and securities law – to know the basics is able to use the advantages of ETC – entity, timing and characteristic
73.  The rich do no want to own anything but want to control everything – be a rich private citizen, you need to be as poor and penniless as possible on paper – nothing in your name – use the company
74. The game of money is a game of control – gaining more financial control – controlling the characteristics of your income is the most important financial control of all – the character of the income – p. 212 types of corporate structures and control
75. Passive and portfolio income are not subject to social insurance taxes
76. need to learn how to convert earned income into passive and portfolio income so your money can start growing for you

77.  Learn to change you point of view on what you think is risky and what is secure
78. The inside investor is someone who is on the inside of the investment and has some degree of management control  – build your own company
79.  Moving from an inside investor to an ultimate investor questions p.223
80. The ultimate investor builds giant companies that other investors want to invest in – Bill Gates, Warren Buffet – and went public
81. He who makes the rules gets the gold
82.  The business skill and experience is where money really comes from
83.  To be a successful entrepreneur: vision, courage, creativity, ability to withstand criticism and ability to delay gratification.
84.  A business needs both a spiritual and a business mission to be successful….the mission needs to be clear and strong…money alone does not provide enough fire, drive, or desire
85.  Tetrahedrons and teams – Buckminster Fuller – building blocks of the universe – business owners, employees, investor, specialists 
86.  BI Triangle – Leadership, mission, team cash flow, communications, systems, legal, product, 
87.  As a visionary, the leader must keep his or her focus on the corporate mission – he must inspire the team as it works together towards that mission as well as herald the successes along the way…
88.  Must know the difference between profit and cash flow….two types actual and phantom -  the ability to run a company from financial statements is the difference between a small business owner and a big business owner
89. No purchase is made unless it can be justified by an increase in sales.

90. A good cash flow manager review his or her cash position daily looking at cash sources and needs for the nest week, month and quarter
91.  External communication – sales, marketing, customer service, to investors, public relations and internal communications – sharing of wins and successes with your entire team, regular meetings with employees, regular communication with advisors, human resource policies

92.  for any business to grow, individuals must be accountable for each of the systems and a general overall director must be in charge of making sure all the systems operate to their highest capacity
93. learning to manage property for a year or two teaches you excellent business management skills – find a poor business manager and you will find a great investment

94. Investors invest in good systems and people who can build good systems

95. At each growth level the CEO must start planning the systems needed to support the next level of growth from phone lines to lines of credit for production- systems drive both cash flow management and communications – without well designed and successful operating systems your business will be labor intensive

96.  Systems Required by every business for optimal efficiency – 
Systems Required by Every Business for Optimal Efficiency
Daily Office Operations Systems:

· Answering the telephone and 800 line system

· Receiving and opening the mail

· Purchasing and maintaining office supplies and equipment

· Faxing and e-mailing

· Dealing with incoming/outgoing delivery needs

· Backing up and archiving data

Product Development Systems

· Developing product and protecting it legally

· Developing packaging and collateral material (e.g., catalogs, etc.)

· Developing manufacturing method and process

· Developing manufacturing costing and bidding process
Manufacturing and Inventory Systems

· Selecting vendors

· Determining product or service warranties offered

· Establishing product or service pricing (retail and wholesale)

· Establishing reorder process for inventory production

· Receiving and storing product as inventory

· Reconciling physical inventory with accounting records
Order Processing Systems

· Taking orders and recording the orders – by mail, fax, phone, or online

· Fulfilling and packaging the orders

· Sending the orders
Billing and Accounts Receivable Systems

· Billing customers for the orders

· Receiving payments for the orders and crediting customers for payment (whether cash, check, or credit card)

· Starting the collection process for delinquent receivables
Customer Service Systems

· Returns procedure for inventory receiving and customer payment return
· Responding to customer complaints
· Replacing defective product or performing other warranty service
Accounts Payable Systems

· Purchasing procedures and approvals required

· Payment process for supplies and inventor

· Petty cash
Marketing Systems

· Creating an overall marketing plan

· Designing and producing promotional materials

· Developing general leads and prospects

· Creating an advertising plan

· Creating public relations plan

· Creating a direct mail plan

· Developing and maintaining a database

· Developing and maintaining a website

· Analyzing and tracking sales statistics
Human Resources Systems

· Hiring procedures and employee agreements

· Training employees

· Payroll process and benefit plans
General Accounting Systems

· Managing the accounting process with daily, weekly, monthly, quarterly, and annual reports

· Managing cash with future borrowing needs secured and available

· Budgeting and forecasting

· Reporting payroll taxes and withholding payments
· Managing cash with future borrowing needs secured and available
General Corporate Systems

· Negotiating, drafting, and executing contracts
· Developing and protecting intellectual property

· Managing insurance needs and coverage

· Reporting and paying federal and provincial taxes

· Planning for federal and state taxes

· Managing and storing records

· Maintaining investor/shareholder relations
· Ensuring legal security

· Planning and managing growth

Physical Space Management Systems

· Maintaining and designing telephone and electrical systems

· Planning permits and fees

· Licensing

· Ensuring physical security

97.  legal – protect your ideas – once you have protected your rights you can license those and receive royally income – licensing your rights to a third party is a perfect example of your assets working for your

Legal Counsel
General Corporate

· Choice of business entity

· Buy-sell agreements

· Business licenses

· Truth in advertising laws

· Environmental laws
Consumer Laws

· Terms and conditions of sales

· Direct mail

· Product liability laws

· Truth in advertising laws

· Environmental laws

Contracts

· With suppliers

· With wholesale customers

· With employees

· Uniform commercial code

· Warranties

· Jurisdiction
Intellectual Property

· Work-for-hire agreements

· Nondisclosure agreements

· Copyrights

· Mask works

· Patents

· Trademarks

· Licensing of intellectual property
Labor Laws

· Human Resources issues

· Employee agreements

· Employee disputes

· Workers’ Compensation
Securities and Debt Instruments

· Equipment leasing or purchase

· Loan documents

· Private placements

· IPO’s
Shareholder Issues

· Corporate bylaws

· Board authority

· Stock issuance

· Mergers and acquisitions

· Spin-offs

Reference: Rich Dad’s Guide to Investing, 2001

98.  Money always follows management…learn financial rations to manage businesses…the bottom line is always financial literacy
99.  Investing in Real Estate Financial Ratios – Cash on Cash Return = positive net cash  flow  divided by down payment – P. 317
100. Due Dilligence Checklist – p.318
101. Tetahedron Business – paper assets, real estate, expense, business
102. Write your goals on a 3X5 card – place in a prominent place
103. A person is limited only to his or her reality of what is possible financially.  Nothing changes until that person’s reality changes.  And a person’s financial reality will not change until he or she is willing to go beyond the fears and doubts of his or her own self-imposed limits
104. IPO – how to do it, step by step – p. 335, six reasons to do it p.348 and points to consider p. 350, how to raise the money p.352, Peter’s recommendations – p. 354

105. What to do with too much money – p. 366

106. The sophisticated business owner and investor would do their best to keep the business as long as possible, have it acquire as many stable assets as possible and then trade the business with as small  a tax consequences as possible, while keeping as many of the assets as possible.

107. Things have changed – p.390

108. Imagination is more important than knowledge

109. You have the power to create a world of not enough money as well as a world of an abundance of money.  In order to create a world of an abundance of money it does require a degree of creativity, a high standard of financial and business literacy, seeking opportunities rather than seeking more security ,and to be more cooperative instead of competitive
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