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			Preface

		

		
			This book is written in memory of my second dad. I never called him that, but what I learned from him as a young kid through my teen years influenced me then, as a young adult, and now as a husband and a father. Dr. John H. Killian, Sr., whom I called Papa Doc, was the father of my friend, Frank.

			Frank and I were born four weeks apart and became friends in pre-school. We were put in the same kindergarten class. We were inseparable to the detriment of our classmates’ learning that the principal told my parents we would not be in the same class again. We both had blond hair, played the same sports, and were close in height, constantly measuring who was taller. Teachers and coaches from elementary through high school got us mixed up and called me Frank and called Frank by my name.

			Dr. Killian and his wife, Fran, were childhood sweethearts who both grew up poor in Franklin, North Carolina. Frank told me stories of them wearing potato sacks as babies. Dr. Killian broke the mold of rural, poor living by working hard in school. He attended Davidson College and then Wake Forest University Medical school. He became the first fellowship-trained ophthalmologist in Western North Carolina. He became a leader, helping develop a specialty practice for retinal disease. As a kid, I thought it was cool when I learned he conducted eye surgery on Sugar Ray Leonard.

			I spent a lot of time at the Killian household. On the weekends, when the weather was nice, after a long work week at his practice and the hospital, Dr. Killian would be working in his garden. At first, I didn’t understand why he chose to do manual labor on his time off, but I realized work was engrained in him and he enjoyed it. He could whistle with the best of them, and he whistled loudly while he planted those flowers and vegetables.

			His motto was work before play, and Frank and his older brother, Hume, had a list of chores to do. Since I wanted to play, I pitched in with the chores to get things over with faster. Come to think of it, maybe that is why I was invited over so much!

			When I became a teenager, I had various jobs, but if I wanted to earn some extra cash, I would go over to the Killian’s house to chop wood. They had a den that was heated by a wood-burning stove, so they always needed firewood. For five dollars an hour, that was hard work.

			Frank and I had P.E. in eighth grade together, and one day in the locker room, as we were changing clothes, a heard the sound of a bunch of quarters falling out of Frank’s pants pockets. I asked him why he was bringing quarters to buy his lunch. He told me he and Hume were operating the coin laundry business at their dad’s apartment complex. Then, in high school, I learned a friend and her mom were renting a home near Dr. Killian’s office, and it turned out Dr. Killian owned the home. Little did I know, Dr. Killian was a real estate investor.

			In 1981, there was a tax reform that accelerated depreciation of structures. Therefore, high-wage earners like doctors were advised by their accountants to buy real estate to lower their tax liability. Dr. Killian purchased homes, apartment buildings, and commercial properties around his office building.

			In high school, we hung out a lot in the Killian’s finished basement. They had a TV, stereo system, weights for working out, and a hot tub. There was also a wall of cabinetry full of woven baskets and wooden carved masks. It became a large collection of nice Native American art. I learned Dr. Killian would regularly take a workday to drive the two-hour round trip to do ophthalmology for the Cherokee. If a patient was not covered by insurance and could not pay, he worked pro bono. According to Frank, he bought most of them but did receive many as gifts from patients and their family members. I think he felt he could support the artisans and the market they needed for selling their work to keep the art and tradition from dying. He bought the best stuff.

			After graduating high school in 1993, Frank followed in his dad’s footsteps and attended Davidson College. I attended Vanderbilt University. In the ’90s, before we all had cell phones, we would call each other’s home phone when we were back in town. If Dr. Killian answered, he always asked how school was and told me how proud he was of me.

			After graduating college, I had a job lined up in Nashville at an engineering firm, but it did not start until July. I went home and lived with my parents for the last few weeks before I started. The last week home, I was broke and I needed a few hundred dollars to live off before I received my first paycheck at my new job. I didn’t want to ask my parents for more money, so I asked Frank if he thought his dad could help. He told me I needed to ask him. One night when I was at the Killian’s, I got the courage to ask for a loan of $600. Dr. Killian told me to come by his office on my way out of town. I went by his office, we said our goodbyes, and he handed me an envelope with a check. Walking to my car, I opened the envelope. It was for $750.

			I started my first “real” job out of college and had been told we got paid every two weeks. What I didn’t realize is that, after working two weeks, the check is dispersed the following Friday. I had not factored that extra week into the finances. I had a few one-time expenditures getting settled into a new life as an independent, and I lived very frugally for those few weeks. On that Friday of my first paycheck, I had three dollars to my name. Dr. Killian had provided what I needed.

			Over the next few months, when I sent a payment to Dr. Killian to repay the loan, I included a short note. It gave me a chance to tell him about my new life in the real world. I came back to Asheville that summer and Christmas, but Frank was doing a teaching program in Japan, so I didn’t see Dr. Killian. The following spring came, and one day in April of 1998 I got a call from a friend. Dr. Killian had died in a car accident at the age of fifty-six. He was driving his usual route from his office to the hospital when another vehicle collided with his.

			I took some vacation days and drove to Asheville for the funeral. On the drive, I thought of the Billy Joel song “Only the Good Die Young.” My friends and I had to get to the funeral an hour before it started to get a seat. During the service, Frank retold a story about his dad befriending Bobby, an African American who cleaned his office at night. They became friends because Dr. Killian would often work into the night dictating charts. Bobby asked him to be his best man in his wedding, and of course Dr. Killian said yes.

			After getting choked up and holding in the tears, I walked out of the church. There was a crowd outside just as big as inside. The Killians had close friends over to their house afterwards to celebrate his life. We told stories both funny and serious that helped us all with the grieving. It was after his death that I learned the impact he had on so many others in the community.

			Papa Doc never sat down and taught me about finances or real estate, but he didn’t have to. I learned by his example. I didn’t go into real estate because of Papa Doc, but it was inevitable.

			I think about him almost every day. I see him push that wheelbarrow toward his garden, and I hear his loud whistling. I see him driving his old light blue International Scout. I see him eating popcorn out of that wooden bowl, watching football on that small TV in the kitchen. I see him hitting a bad golf shot and not caring one bit. I see him fly fishing in the river in Idaho. I see his smile.

			Papa Doc, this book is dedicated to you. I miss you.

			Always seek sound advice and rely upon the expertise of real estate professionals, lawyers, and accountants whenever you engage in real estate activities. Also, seek competent legal advice concerning any purchase of any real estate or real property. I highly recommend a thorough education on real estate markets, issues, and investing for optimal success.

		

	
		
			Introduction

			Real estate investing is one of the best ways to make a lot of money and build wealth. The trouble is that most people have no idea where to start.

			I didn’t either.

			When I began learning about real estate investing, an overwhelming number of options pulled me in different directions.

			After attending a seminar that spoke about buying and holding rental properties, I’d think, I want to do that! Then, an experienced investor would say, “Don’t buy rentals. Tenants tear up your home, and all the property managers are terrible. Plus, you will get calls in the middle of the night about clogged toilets!”

			After crushing my dreams, people told me I should go for “lease options” instead. They would discuss the advantages of lease options but not the pitfalls. This advice inspired me to buy a course on “lease options.” These experts, who were more focused on selling courses on real estate topics and convincing potential students that their approach to business was the right one, sent me on a crazy back and forth that continued as I struggled to learn about different aspects of investing. Each time I got excited about new material, I would soon find myself disappointed and having second thoughts.

			However, we all have different interests and different strengths and weaknesses. Entering the real estate industry can take a long time for some people. Risk-averse people spend so much time educating themselves that they eventually give up and never invest. Risk takers jump in too quickly and are prone to make costly mistakes. I wrote this book to give you a brief overview of the different types of investing available and then provide steps for entering this trade at a threshold that meets your own capacity for risk. 

			Since getting my feet wet, I have been involved in hundreds of  real estate transactions, renovated and built over 100 homes, and loaned more than $10 million to other real estate investors over a three-year period. Over a twenty-year period, I pieced together more than 100 courses and presentations to share insights about success in this field. Hundreds of people have asked me how they could get started in real estate investing, too. The friends, extended family members, friends of friends, and others who pursued me online or at Real Estate Investors of Nashville (REIN) meetings convinced me to write this book and share my experience. I am delighted to share my passion in these pages and hope that it will help your success. 

			My Background

			I’ve had an entrepreneurial spirit from a young age, maybe because I was forced to embrace one. When I was twelve years old, my parents told me I was not going to get an allowance. My friends’ parents handed them money, so I expected the same. My parents’ decision allowed me to think outside the box. In the ’80s, every twelve-year-old American boy wanted cash for Cokes, candy, and arcade games. So, I started my first business on the school bus in sixth grade, and my mom was my initial investor. Before the advent of Sam’s Club and Costco, there was a small wholesale store in my town that sold bulk items to the public. That’s where Mom purchased my first box of Blow Pops at my request, launching my first entrepreneurial endeavor. If you have never had one, Blow Pops are lollipops with candy on the outside—flavors like grape, cherry, and sour apple—with gum in the middle. The cost for a box of 100 broke down to six cents per lollipop. I brought a limited supply to school each day in a brown lunch bag and sold them after school on the bus ride home for twenty-five cents each; I sold out every day. The back of the bus looked like a pre-teen New York Stock Exchange, with kids crowding around me, yelling, and holding up their quarters. I owed my mom six dollars, but I don’t think she ever recalled the loan. I purchased my second box with my earnings and continued daily sell-outs. When the school principal found out what I was up to, my candy selling career was over. However, it sparked something inside me, a problem-solving attitude that continued to grow. I realized I could make money on my own, and the process and work was satisfying.

			When I needed extra cash in high school, I would chop wood for my friend’s dad, whom I called Papa Doc. After college, I started a lawn care business to pay off student loan debt. I read Rich Dad, Poor Dad when it was first published, inspiring me to start helping others part-time with financial planning as an independent contractor. Later on, in 2001, a childhood friend loaned me a cassette tape real estate investing course. It set me on a path that changed my life forever.

			Who Is This Book Not For?

			While I do not want to drive anyone away from real estate investing, the timing might not be right for you to get started if you fall into one or more categories below. But that shouldn’t stop you from reading this information to expand your knowledge for future use. You can improve your competency in any area below with time and effort.

			No Interest

			This book is not for someone that does not have an interest in real estate. This sounds obvious, but if you are wanting to impress your parents, a potential date, or just to make money, you will most likely not finish the book or effectively implement any of the strategies.

			“Get Rich Quick” Seekers

			This book is not a get-rich-quick scheme. Some speakers and courses preach about the ease of making millions in your first year of real estate—if you buy their course. While a few may have done this, most people who take this approach end up having financial difficulties because they grow too fast without proper safeguards or take on too much risk.

			Bad Credit, Bad Behavior

			This book is not for someone with bad credit. Ask yourself, “Why do I have bad credit?” Are you going into consumer debt spending more than your income? Do you have a monthly spending budget? The bottom line is that you can improve your credit rating when you pay your bills on time and pay down your consumer debt.

			Doing so takes discipline. You should have a goal of paying off all debt within a certain period of time, except for debt leveraged by assets such as property mortgages. I recommend reading Financial Peace by Dave Ramsey and implementing his plan to improve your credit. If your credit score is damaged due to divorce, lawsuits, or something other than consumer debt, you should speak to a trusted financial advisor and implement a plan to improve your credit score.

			One may have financial literacy but lack self-control. Real estate is a large investment and if you do not manage your basic income and expenses it could be a recipe for disaster.

			Low Income

			This book is not for someone with low income. If you are having trouble paying for basic needs such as food, clothing, housing, and utilities, you need to concentrate on earning more income to take care of yourself and your loved ones; that always comes first. If you are living paycheck to paycheck to survive, you are probably not ready to invest at this time.

			Who Is This Book For?

			The Toe Dipper

			This book is for someone who might want to “dip their toe” into real estate investing but does not know where to start. However, this person has a genuine interest in learning what the business is all about and is not going to enter real estate on a whim.

			The Alternative Investor

			This book is for those who are considered middle to upper-middle class Americans who want to increase their net worth but do not want to become real estate investors full-time. Rather, they prefer to invest outside of the traditional 401k, IRAs, mutual funds, stocks, and bonds.

			The Country Club Member

			This book is also for higher wealth individuals who do not want to put time in to becoming an active investor and are in a different field than real estate.

			The Agent

			This book is for real estate agents that are new or have solely focused on retail real estate.

			What the Future Has in Store

			Dip Your Toe into Real Estate Investing will provide all the information you need and the steps you should take to begin your first real estate investment. Together, we will examine the different aspects of real estate investing beneath two main sectors: residential and commercial. This book will also discuss the importance of networking and continual education, who you need on your “team” to succeed, understanding values of real estate, and how to do quick “investment math.” After the basics, we will explore a few simple strategies on investing in your first property with key actions to take depending on your situation and interests.

			The actual purchase is a giant leap, but you will be able to shake any fears or anxiety by discovering teaching systems needed to secure your real estate investment. Following these strategies will help you earn additional income and assets that will change your future, as it did mine. However my journey was not an easy one. I will share with you personal stories of failure and success as lessons learned. Some are funny, some are hard to believe, but I think you will find something to relate to as you begin your real estate journey.

			Giving Back

			I am donating fifty percent of the net profit from this book to Habitat for Humanity. Habitat for Humanity is important to me for several reasons. Their vision is for a world where everyone has a decent place to live, and their mission seeks to put God’s love into action. Habitat for Humanity brings people together to build homes, communities, and hope by providing affordable housing.

			Homeowners provide sweat equity in several ways. They work alongside volunteers to help build their home. They may also work at a local Habitat Restore or the local Habitat office. Most importantly, they attend financial education and budgeting planning classes.

			I hope this book will help Habitat’s vision and mission, and I highly recommend volunteering on a Habitat home build. It is fun, and you will learn some great home maintenance skills.
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