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The Artificial Wealth E.S.C.A.P.E. Plan 

 
Congratulations! You have completed the first four steps to escaping the “Artificial Wealth 

Trap”. 

√  E nvsion 

√  S trategize 

√  C reate 

√  A ccumulate 

□ P reserve 

□ E xecute 

 

By following these six essential steps you are well on your way out of the financial 

bondage that resulted from falling into the “Artificial Wealth Trap.” In the Envison step, 

you learned how to envision exactly what you want out of life, and get used to what that 

life looks, sounds, and feels like. In the Strategize step, you began laying the groundwork 

for achieving the real wealth you desire and need. You learned to create streams of income 

that can help you build your wealth during the Create step. In the Accumulate step, you’ve 

got your assets working for you. 

Now let’s look at the next step to Preserve our assests. 
 

Preserve – You can’t create real wealth without knowing all of the best ways to protect 

assets, plan your estate, limit your taxes, defeat devastating debt, and control health care 

expenses. If you fail to implement this step, you will end up losing a substantial portion 

of all that you’ve worked to accumulate. This situation is similar to pouring water into a 

bucket. If the bucket has a bunch of leaks in it, it doesn’t matter how much water you pour 

into the top, it will never fill up. It’s the same way with stopping the loss that results from 

improperly safeguarding our assets from those unnecessary distractions. Keep in mind that 

there will be some initial investment to get your plan properly structured. However, this is 

a step that begins paying for itself immediately. The wealthy know the secrets to legally 

paying less in taxes than others by employing certain strategies. You need to learn to apply 

those strategies in your life as well if you plan on becoming wealthy. 
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Strategy I: Identify the Threats to Your Wealth 

 

“If you know your enemy and you know yourself, you need not fear the result of 

a hundred battles.” - Sun Tzu 

 

 

When it comes to protecting things that are near and dear to us, such as our homes, we’re 

most often reactive instead of proactive. What do I mean by that? Think about this, when 

do people typically put in an alarm system? They put it in AFTER, their home has been 

broken into. When do they buy fire extinguishers? That’s right, after they, or someone 

close to them, has experienced a fire. 

People are reactive because they hear about threats to their assets, but may not really 

comprehend the origin of those dangers. More importantly, they may not realize just how 

likely they are to be under attack by these threats. 

Make no mistake about it, your assets ARE at risk. The perils are very real and are much 

more common than you may believe. In fact, many of you may be experiencing them right 

now, but may not realize that there are things that can be done to reduce or even eliminate 

the impact of these threats. 

In order to protect against these threats, you MUST identify them.   In today’s world,    

the biggest dangers to your wealth are lawsuits, income taxes, death taxes, improperly 

incurred debt, and catastrophic health care expenses. The good news is that there are some 

outstanding proactive strategies that can be put in place to protect against these threats. 

The first thing that you must do is to “know your enemy” by identifying the things that are 

hazardous your wealth. 
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What are some of the threats to your wealth? 
 

• Income taxes 
 

When tax rates increase, it is harder to live in retirement and even harder to save  

for retirement. There are also economic conditions such as inflation, corporate 

“downsizing”, and higher employment that make it difficult to provide your family 

the standard of living you desire. 

 

• Lawsuits 
 

With the legal system today, you or a member of your family could be involved in 

an automobile accident, a bad business deal, or own real property which someday is 

discovered to be environmentally damaged, and you could be sued for millions of 

dollars. 

 

• Divorce 
 

With divorce rates at 50% and climbing, this is a real issue. In an amicable divorce, 

an estate may be divided right down the middle. Even in a fair and friendly division 

this could often mean liquidation of some of your most valuable assets. 

 

• Loss of Retirement Assets 
 

Your qualified retirement plans (pension and profit sharing plans, Keogh plans, IRA’s 

or 401(k) plans) are not protected from the claims of judgment creditors. 

 

• Long-Term Health Care Costs 
 

If you or a spouse becomes incapacitated or suffer a lengthy illness, a significant 

portion of your welath could be lost in paying heathcare or nursing-home care 

expenses. 

 

• Death Taxes 
 

The effective rate of the federal estate and gift tax can be as much as 60% of the value 

of the assets you transfer. 
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Strategy II: Develop a Battlefield Mindset 

 

“Men never plan to be failures; they simply fail to plan to be successful.” 

- William Ward 

 

 

In order to protect your assets from the threats of lawsuits, income taxes, death 

taxes,improperly incurred debt and health care costs, you must be proactive. Your plan 

MUST be in place before you need it. You see, once you need it, it’s already too late. Once 

you have a catastrophic illness, health insurance is no longer an affordable option. Once a 

lawsuit has been filed, it is too late to set up protection. 

I think of this proactive strategy as developing a battlefield mindset. Simply put, you must 

set proper defenses in place to protect you from attack by these threats to your wealth. 

More specifically, you must do it BEFORE you are attacked. 

 

A good battlefield commander will make certain that his troops are well placed and fortified 

against the enemy, before there is any engagement. The commander will also have strategies 

in place, and train his troops in drills so that they are ready when the conflict takes place. 

Notice I said when, not if. This is the mindset that you must develop if you intend to keep 

your assets safe. 

You must fortify your assets, before they are attacked, and you MUST have an ongoing plan 

in place to make certain that your fortifications are at full strength against the enemy. The 

enemy is indeed out there. To protect yourself, you must develop a battlefield mindset. 
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Strategy III: Establish a Personalized Financial Fortress System 

 

“Tomorrow’s battle is won during today’s practice.” - Samurai maxim 

 

 

When I speak about protecting assets, I often use the example of building a fortress around 

them to keep them safe. This “fortress” concept is a good example because not every castle 

has the same structure or defenses. Each is built with defenses that suit the particular needs 

of the lord or lady of that castle and the potential enemies surrounding them. 

You may not be living in this type of Dungeons & Dragons scenario, however, your 

personalized financial fortress system should be built in this same manner to suit your 

personal financial needs and goals. By looking at where you are, as well as where you’re 

going, you can set into place the cornerstones of your financial fortress. 

Like a real castle, yours may start out relatively small, with the financial equivalent of only 

a wall and perhaps a gate as protection. But as the needs for your fortress grow, you will 

add on additional components to your protection plan, similar to adding rooms and soldiers 

to protect what is inside. 

Regardless of the size of your fortress, if you don’t build it, if you don’t establish it, you 

will never have the protection that the fortress can give you. You absolutely MUST put 

your personalized fortress into place BEFORE you need it rather than waiting until it’s too 

late. 
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The implementation of your asset protection plan must be accomplished in a systematic 

way with specific goals in mind. Let’s use the acronym D.E.F.E.N.D. Basically, asset 

protection is the process of defending your assets. The process is as follows: 

D Define your goals 

 

E Engage professional assistance 

F Forethought 

E Education 

 

N Never stop learning 

 

D Decide to implement 

 

Step One: Define your goals 

 

Before you can implement any strategy, you have to know what you are trying to implement. 

Thus, you must define your goals. You must know what you wish to accomplish. The  

first step in asset protection would be to determine what your financial makeup is. These 

include topics such as: 
 

• What are your sources of income? 
 

• What are your current assets? 
 

• What are your current liabilities? 
 

• What are your estimated future assets? 
 

• What areas of personal liability are you concerned with the most? 
 

• What areas of personal liability have you not thought of yet? 
 

• What assets would you not want to lose in a lawsuit? 
 

• What is your asset protection plan going to accomplish? 
 

Once you have a clear understanding of the many assets you have at risk, you can better 

understand what type of strategy needs to be put in place. 
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Step Two: Engage professional assistance 

 

Once you decide asset protection is for you, the next step is to find experts in this field. 

Most assets protection strategies involve very professional and legal concepts that require 

the use of an attorney, CPA, financial planner, or all three. 

More Americans use CPAs on a routine basis than they do attorneys. The reason for this is 

that taxes must be filed every year. Tax planning is an ongoing concern. Hence, CPAs are 

often the first professionals consulted when it comes to a more complex strategy with regards 

to your financial portfolio. This is where we come to an important distinction between the 

legal world and the accounting world. You see, accountants have their expertise in taxes or 

financial statements. They are not involved in the practice of law every day. If you were to 

ask your CPA, “At what point should I incorporate my small business?” He or she might 

very well answer, “Once your net income reaches $50,000. Until then, you would not get 

much of a tax benefit by incorporating.” The fact is, this is a very good answer from the tax 

standpoint. It does not address, however, any legal benefits involved with incorporating. Is 

incorporating a small business worthwhile if it only protects your home and other personal 

possessions from potential creditors? Absolutely. It is possible that incorporating a small 

business may only give minimal tax advantages, however, the legal benefits involved 

should make incorporating a top priority. 

Conversely, not all attorneys are experts on asset protection, either. Sure, they had to 

memorize the law of corporations for a short while when they took the bar exam, but    

not all attorneys practice in the area of business entities and asset protection. There are 

divorce attorneys, personal injury attorneys, trial attorneys, intellectual property attorneys, 

and many, many more. They may come into contact with the formation of a corporation or 

LLC about as often as you do. 

My point here is not to bad-mouth the accounting or legal profession. My point is to make 

you aware that just because a person may have a few letters behind their last name, they are 

not automatically experts in all fields of business. 

This being said, it is important that you seek out professionals who are knowledgeable 

and experienced in this field. If at all possible, it is important to find someone who deals 

primarily in the subject matter that you are interested in. The strategies and plans they can 

help you implement can be worth far more than the cost of their services. Besides that, 

these services are oftentimes deductible thereby protecting your assets from taxes. 
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Step Three: Forethought 

 

Never is the phrase “hindsight is 20-20” more applicable than in the area of asset protection. 

It is easy to realize the value of proper planning once you are involved in a lawsuit. The 

problem however, is that once an incident occurs and you have been sued, it is too late to 

re-arrange your affairs to shield your assets from creditors. 

A proper asset protection strategy starts with the fundamental belief that you will be sued 

in your lifetime. Approaching your plan with this attitude will make you search for every 

advantage you can find. Professional football players practice plays and techniques daily 

that they may never use in games. Their goal is to have enough sound offensive plays  

and defensive techniques that they feel extremely confident about their ability to compete 

and win. In the same way, you will feel confident and secure about your asset protection 

strategy, even if you never have to use it. Many times, would-be creditors will not even 

challenge you with a frivolous lawsuit once their contingency-fee based attorneys realize 

the impenetrable defense you have implemented. 

It is also important to remember that asset protection involves assets and income you have 

not even accumulated yet. It is human nature to improve your standard of living as you 

mature and become older. Salaries tend to go up. Business opportunities are presented to 

you. Other family members pass on and leave assets to you. There are hundreds of ways 

for your net worth to increase as you get older. Your family may also increase in size with 

a marriage or children. My point here is to realize that just because you think you are O.K. 

now, you may not think that way tomorrow. 

Step Four: Education 

 

Education is the process by which you learn and become familiar with a wide variety of 

asset protection strategies. I often find that people become enthralled with my seminars, 

audio/video tapes, and books. When I speak to a group of people, I have to set limits on 

question and answer sessions. You see, people get excited when they are presented ideas 

and techniques that are cutting edge. They just cannot seem to get enough of it. Ironically, 

most of these people did not realize the degree to which they would get involved when they 

started. 

Education on topics as complex as these cannot be attained by reading one book, attending 

one seminar, etc. For instance, this special report only covers the very basic asset protection 

planning process. It is intended to get you excited and thinking about the many opportunities 

available to you to help protect yourself and your loved ones. If you think you have all the 
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answers after you have finished this report, think again. This report would serve as step one 

in your education process. 

 

Education can be attained in many ways. The most obvious is research. However, research 

on your part involves many hours of wandering and wondering where to start or where to 

go next. The good thing about nerds and bookworms like me is that I have already done 

some of your research for you. I put on seminars around the country where I teach the 

complex and cutting edge strategies that are touched on in this report. I have audio/video 

tapes which cover these amazing techniques in more detail. I even have a web site devoted 

to teaching individuals the art of being a Secret Millionaire http://www.secretmillionaire. 

com 

Where do you think I come up with this stuff? They only teach you so much in law school. 

The truth is, I spend my spare time attending seminars others put on. This is tax deductible, 

of course. I read books that others have written. I listen and watch other tapes that people 

have made. I constantly strive to remain as current as possible on the strategies that protect 

our lives. You need to do the same. The great thing is that you can take advantage of my 

experience through my educational products such as this report. 

Step Five: Never stop learning 

 

It is important to remember that education is an on-going process. As mentioned earlier, 

there is no way to learn all there is to know about asset protection by reading one book  

or attending one seminar. In the same way, once a strategy is implemented it must be 

constantly monitored to see if there are better alternatives or if situations have changed. 

Remember, we are dealing with legal and tax laws. When is the last time that you heard of 

a law changing? Probably last week. We live in a society that is constantly changing and on 

the go. Like it or not, we have to stay on top of these changes in order to best secure what 

we have accumulated for future generations. 

Let’s say you took your attorney’s advice and formed a corporation. You now have begun 

to implement your asset protection strategy. However, you have only just started to learn all 

there is to know about corporations. You need to know how they work, how they are taxed, 

how money goes in, how money goes out, what forms you have to file, what paperwork  

is required of you, etc. True learning is realizing there is more you need to know. More 

knowledge opens more questions. Learning is a never-ending process. But it is a process 

that can make the difference between someone who is able to retain and build their assets 

and someone who loses it all. 
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Step Six: Decide to implement 

 

The last, and most important, step in the asset protection implementation process is to do it. 

You can have all of the goals, professional help, forethought, and education you need, but 

if you haven’t decided to start your plan, it does you no good. A judge will not grant you 

leniency because you were “thinking about incorporating.” 

Needless to say, if I have not convinced each and every one of you that lawsuits in this 

country are out of control and are only going to get worse, then I have not adequately 

done my job. Do you realize that it is more likely for you to be struck by lightning twice 

during your lifetime than to live your life without being sued? Think about it. The small 

cost of protecting yourself and your loved ones is definitely worth the comfort and security 

implementing these strategies will bring. The key is implementation. 

Time to Take Action 
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Strategy IV: Create an Estate Plan, Regardless of Your Net Worth 

 

“Planning is bringing the future into the present so that you can do something 

about it now” -Alan Lakein 

 

 

When most people think of estate planning, they think of the super wealthy. Names like 

Vanderbilt, Carnegie and Rockefeller typically come to mind. What you must realize, 

however, is that estate planning is not just for the super-wealthy. You don’t have to own 

multi-million dollar houses and private jets or have millions in a trust fund for your children 

to need an estate plan. Basically, everyone needs an estate plan of some sort. 

Depending on your situation, your estate plan may be as simple as a few documents     

and directives, it doesn’t necessarily have to be reams of paper and dozens of lawyers. 

Essentially, whatever you own is considered a part of your estate. How that is handled 

upon your death depends on what type of plan you have in place. 

There are many reasons to have an estate plan in place. One is to provide for yourself and 

your loved ones in the event that you are incapacitated. Your estate plan can direct your 

medical care and wishes when you are unable do so. 

If you have minor or special needs children, or dependent parents, an estate plan can be 

drafted which will provide them with the care that you would want them to have, not the 

care that the courts decide for them. 

An estate plan is about carrying out your wishes for how to handle your estate upon your 

death. This can only be done if you’ve taken the time to create that estate plan. 
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Parts of an estate plan: 
 

• Will: a document containing your instructions and wishes as to how your property 

and assets are to be distributed after your death. 

 

• Power of Attorney for health care: the person who will make medical decision for 

you if you are unable to make decisions for yourself 

• Power of Attorney for finances: the person who will make financial decision for you 

if you are unable to make decisions for yourself 

• Living Will or healthcare proxy: tells doctors exactly what kind of care you do or 

don’t want to receive if you’re terminally ill or incapacitated. 

• Trust: an agreement under which money or other assets are held and managed by one 

person for the benefit of another. 

• Guardianship: If you have underage children, be sure to choose a guardian for your 

children. 

 

• Executor: This person(s) will manage your estate from the time of your death until 

the time your assets are distributed. Be sure the person you choose has the time and 

ability to preform these duties. 
 

Reminders: 

 

Be sure you get your will notarized by the correct number of witnesses. The law 

varies from state to state. Never have a beneficiary sign as a witness. 

 
Review you plan regularly. Be sure to review it after major life changes. 

 

Make a list of your assets and liabilities. Put in writing who gets what, and in what 

proportions. 
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Strategy V: Operate Your Activity as a Business, Not a Hobby 

 

“Good fortune is what happens when opportunity meets with planning.” 

-Thomas Edison 

 

 

I often hear people telling others that they need to get a hobby. The attorney in me 

immediately wants to inform them that “no, they don’t need a hobby, they need a business.” 

Fortunately the practical side of me knows when to simply say nothing at all. 

 

The truth remains that you need to start a home-based business to take advantage of the 

many benefits that a home-based business can bring you. I often get the question, “so what 

kind of business should I start?” There is no easy answer for this question and I certainly 

wouldn’t want to make a suggestion without knowing someone fairly well. I mean, I could 

spend all day suggesting home-based businesses and have the other person saying, “that 

just really isn’t something I could do or would ever even want to do.” 

One of the easiest ways to start a home-based business that you will enjoy, and often 

already have a head start on is to look to your current hobbies and interests.  For many   

of you, you may already be well into a hobby, such as woodworking, photography, web 

design, handcrafted fishing lures, even things like renovating houses or buildings can be 

your passion or your current hobbies. 

Odds are that if you are into your current hobby, you already have established a space for 

conducting it, such as a craft or work space or home-office. You may even have clients 

who already pay you a little, or maybe even a lot, for the fruits of your hobby. Now it’s 

time to take things to another level and operate your activity as a business, not a hobby. 
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The IRS defines hobbies, as those activities that are not pursued for profit. It defines a 

business as your activies carried on with the reasonable expectation of earning a profit. 

You must earn a profit three out of five years. There are other factors used for proving a 

profit motive: 
 

• Create a business plan to show how you expect to make a profit. 
 

• Conduct your activity in a business-like way. Keep good books and records and 

maintain a separate business bank account and charge card. 

• Use the trappings of a business. Use a separate business phone line. Have stationery 

and business cards. Maintain licenses and permits. List yourself as a business in the 

Yellow Pages. 

• Run the activity as you would any business from which you expect to make money. 

Try actions that will increase your profits. Talk with expects about steps to take. 
 

It is your intent that differentiates a “hobby” from a “business”. 

You gain some important functions: 

• Personal liability protection 
 

If you incorporate your activity or form a limited liability company (LLC), your 

home, car and other personal assets are fully shielded from the claims of creditors no 

matter what befalls the business. Even if you are the only person in the business, you 

can opt for either type of organization. 

 

• A tax edge 
 

Formalizing your activity as an S corporation or LLC is no guarantee that the IRS 

won’t question your hobby status in an effort to disallow your deductions, but it is an 

important factor to show the IRS that you really mean business. Most people with 

hobbies don’t bother to take this step and invest the money to create a formal business 

enterprise. 

 

• A sales edge 
 

Having a formal business organization can increase your sales. The reason: Some 
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customers prefer to deal only with corporations or LLCs because these companies 

are perceived as more permanent presences than individuals and if there is a problem 

with a sale, there may be greater recourse for customers. 

 

• A financing edge. 
 

Vendors and banks may be more willing to give financing to a business viewed as 

“permanent,” which is one denoted by the Inc., Corp., Ltd. or LLC after the name. 
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Strategy VI: Form a Legal Entity for Operating Your Business 

 

“The three great essentials to achieve anything worth while are, first, hard work; 

second, stick-to-itiveness; third, common sense.” -Thomas Edison 

 

 

 

Operating a home-based business is essential to take advantage of the tremendous benefits 

that businesses are entitled to under the IRS. Establishing and operating your business are 

just the start to being able to reap the huge rewards that major companies enjoy. The great 

news is that your small business can reap these same rewards. 

The difference between your home-based business and the big boys is that their legal 

team structured them to operate their business within a legal entity. Legal entities take  

the advantages of operating as a business, and ramp them up to the next level by giving 

you additional tax benefits, much needed asset protection, and even some built-in estate 

planning benefits. 

Legal entities come in many forms, but for businesses there are generally three types; 

corporations, limited liability companies, and limited partnerships. Which type you want 

to form for your business depends on several factors that are unique to your situation and 

your type of business. Since there are many factors involved, selecting the type of legal 

entity which best suits you should only be done with the guidance of an entity specialist. 

An entity specialist can inform you of the advantages and drawbacks to each type of entity. 

This powerful knowledge can help you make an educated decision about which type of 

entity is best suited to your particular needs. This is an investment that will produce huge 

returns for the years to come. 
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This chart lists the advantages and drawbacks 
 

Type of Entity Main Advantages Main Drawbacks 

Sole Proprietorship Simple and inexpensive to create 

and operate 

 

Owner reports profit or loss on 

his or her personal tax return 

Owner personally liable for 

business debts 

 

 

General 

Partnership 

Simple and inexpensive to create 

and operate 

Owners (partners) report their 

share of profit or loss on their 

personal tax returns 

Owners (partners) personally 

liable for business debts 

 

 

Limited Partnership Limited partners have limited 

personal liability for business 

debts as long as they don't 

participate in management 

General partners can raise 

cash without involving outside 

investors in management of 

business 

General partners personally 

liable for business debts 

More expensive to create 

than general partnership 

 

Suitable mainly for 

companies that invest in real 

estate 

 

 

C Corporation Owners have limited personal 

liability for business debts 

 

Fringe benefits can be deducted 

as business expense 

Owners can split corporate profit 

among owners and corporation, 

paying lower overall tax rate 

More expensive to create 

than partnership or sole 

proprietorship 

 

Paperwork can seem 

burdensome to some owners 

Separate taxable entity 
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S Corporation Owners have limited personal 

liability for business debts 

 

Owners report their share of 

corporate profit or loss on their 

personal tax returns 

Owners can use corporate loss to 

offset income from other sources 

More expensive to create 

than partnership or sole 

proprietorship 

More paperwork than for a 

limited liability company 

which offers similar 

advantages 

Income must be allocated 

to owners according to their 

ownership interests 

 

Fringe benefits limited for 

owners who own more than 

2% of shares 

 

 

Limited Liability 

Company 

Owners have limited personal 

liability for business debts 

even if they participate in 

management 

Profit and loss can be allocated 

differently than ownership 

interests 

IRS rules now allow LLCs to 

choose between being taxed as 

partnership or corporation 

More expensive to create 

than partnership or sole 

proprietorship 

State laws for creating LLCs 

may not reflect latest federal 

tax changes 
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Strategy VII: Change the Type of Dollars That You Spend 

 

 

“You must pay taxes. But there’s no law that says you gotta leave a tip.” 

 

 

I always tell my students that to get the benefits of a home-based business, you must 

continually act and think like a business, not like an individual. Part of this concept is that 

you must learn to spend your money more like a business, rather than an individual. You 

must learn to change the TYPE of dollars that you spend. 

Now don’t run out and exchange your U.S. dollars for Euros or Yen or anything, because 

that isn’t what we’re talking about here. What we’re talking about is the fact that businesses, 

by law, can spend their dollars differently than we can as individuals. They can spend their 

money before taxes take a significant chunk out of their income. This means that they can 

deduct a lot of their expenses against taxes. 

When you operate your home-based business, and spend before-tax dollars, you can save 

yourself significant amounts of money in taxes each and every year. How much you can 

save depends on many factors, not the least of which is how much you are or aren’t thinking 

and acting like a business. It’s a fact that businesses, if operated properly, pay significantly 

less in taxes, than individuals. To reap the rewards, you have to do something to make it 

happen. You must learn to think and act like a business. You must learn to change the type 

of dollars you spend from after-tax dollars to before-tax dollars. 
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Expenses that could be moved from your personal account to your business account? These 

must be legitimate expenses that pass the “reasonable and necessary for the production of 

income” test. 

Examples: 
 

• Cell Phones 
 

Do you use your cell phone to communicate with clients or customers? The cost to 

operate your cell phone could be a legitamate business deduction. 

 

• Mileage 
 

You can claim your mileage on your personally owned vehicle that you use for your 

business. Keep accurate records to include date, beginning and ending odometer 

readings, total miles driven, and purpose of the trip. For 2007, the allowance is 48.5 

cents per mile. 

 

• Bookkeeping Expenses 
 

Keep a record of any money that you pay for this expense, whether it be for notary 

public work, filing, submitting bids for you, etc. 

 

• Startup costs 
 

Companies may incur startup costs for research, advertising, licensing, and other 

items prior to opening for business. Rather than deducting these costs in the year in 

which they incur them, businesses can deduct startup expenses in equal amounts over 

their first five years in business. 

 

• Professional expenses 
 

Business owners can usually deduct expenses associated with retaining an accountant 

or attorney for the business. 
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Strategy VIII: Change the Nature of Your Income 

 

“Good management is better than good income.” Portuguese Proverb quote 

 

 

A complaint that I hear over and over in my practice and my teaching is that people are 

paying too much in taxes. So my response to this statement is always, “so what are you 

doing about it?” It seems like just about everyone wants to legally reduce their tax burden, 

but they simply have no idea as to where to start or they are completely overwhelmed by 

the idea. 

Little steps can take you a long way to reducing your taxes. Enough of these little steps can 

add up to a pretty significant chunk of tax savings. One relatively simple step is to change 

the nature of your income from “earned” to “unearned.” If you can change earned income 

(like your salary or W-2 income) to unearned income (like rents or royalties) you can save 

big bucks. 

For example, by simply changing the type of income you receive, you can cut over 12% in 

taxes on that income. If you think about that, 12% of $50,000 would add up to $6,000 of 

extra money in your pocket. 

If you could get a 12% return on an investment, say a mutual fund, or a stock investment, 

most people would be happy. But it gets even better because that 12% savings is not just 

for this year, but for each and every year that you continue to employ this strategy. One 

simple change in the type of income that you receive can bring about powerful tax savings 

and more money in your pocket. This is why it is so important to change the nature of 

your income. 
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Type of Earned Income 

• Wages. 

• Commissions. 

• Tips. 

• Self-Employment Income. 

• Jury duty pay. 

• Picket duty pay. 

• Severance pay, if based on accrued leave time. 

• Vacation pay. 

• Sick pay, if based on accrued or earned time. 

• Blood and blood plasma sales. 

• Royalties and honoraria which result from the client’s work or service. 

• Housing allowances paid in cash to members of the clergy 
 

 

 

Types of Unearned Income 

• Spousal Maintenance. 

• Child support income. 

• Annuity payments. 

• Pension or retirement benefits 

• Disability payments that are part of the employer’s benefit package are unearned 

income. 

• Retirement, Survivor’s, and Disability Insurance (RSDI). 

• Supplemental Security Income (SSI). 

• Unemployment Insurance. 

• Workers’ Compensation. 

• Veteran’s Administration (VA) benefits. 

• Trust disbursements. 

• Severance pay that is not based on accrued leave time. 

• Interest and dividends, if not earned as part of a self-employment operation. 
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Strategy IX: Use Only Tax Strategies, Never Tax Evasion 

 

 

“The difference between tax avoidance and tax evasion is the thickness of a prison wall” 

-Denis Healey 

 

 

A pretty universal sentiment out there is that everyone wants to legally pay the least amount 

in taxes possible. There’s one word in that statement that I want to especially emphasize, 

and that is “legally.” Defrauding the government by cheating at the tax game is called tax 

evasion. Tax evasion is a high-risk move and one that has brought down many wealthy 

and powerful people. 

We all make jokes about the IRS. But in truth, the IRS can be quite savvy. They know just 

about every legal and illegal way one can use to reduce taxes. Think about this, these are 

the people who brought down Al Capone when no one else could. More recently, one of 

the charges that brought down John Gotti, known as “the teflon don” was tax evasion. The 

folks with the IRS know what they are doing and they have been doing it very successfully 

for years. Basically, the lesson I teach people is: don’t fall into the trap of trying to 

outsmart them. 

There’s not need for this foolishness. With all the legal ways to dramatically slash your 

taxes, evading, or illegally denying the government it’s due, isn’t just dangerous, it’s down 

right dumb. Doing things properly and legally avoiding taxes can save you enough to 

create the wealth and lifestyle that you have always wanted. Illegally evading your taxes 

can buy you a government sponsored, all-expenses paid, mandatory vacation, and a new 

wardrobe of orange jumpsuits. Make wise tax choices, and you can be sure to keep not 

only your wealth, but also your freedom. 
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Strategy X: Recognize the Different Types of Debt 

 

“Credit buying is much like being drunk. The buzz happens immediately and 

gives you a lift. ... The hangover comes the day after.” ~Joyce Brothers 

 

 

You can’t turn on the television or radio these days without hearing ads selling some sort 

of “get out of debt” program. Programs promise that you can be completely debt-free in  

a relatively short time, and that you can know true financial freedom and peace of mind. 

Ironically enough, the very next commercial will be for some sort of low-cost or no cost 

loan that has the benefit of helping you maximize your money, cut your taxes, and improve 

your overall credit rating. With this kind of confusion, it’s hard to know what to do. 

The first step in sifting the good information from the bad, is to learn which types of debt 

are good and which types are bad. That’s right, there is such a thing as “good debt” as 

opposed to “bad debt.” The key to identifying good debt, is to learn the effective use of 

debt and the benefits that come from good debt. Bad debts typically give you none of those 

benefits, and basically let you accumulate “stuff” right now, while increasing the cost of 

that item substantially for the privilege of owning it NOW. 

By knowing the different types of debt, you can determine whether or not your debt needs 

to be reduced, increased and how you need to change bad debts into good. By reducing 

your bad debt and increasing your good debt, you can do more to put your money to work 

for you, instead of you working for your money. 
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Strategy XI: Protect Your Wealth by Protecting Your Health 

 

“So many people spend their health gaining wealth, and then have to spend their 

wealth to regain their health.” -A.J. Reb Materi 

 

 

The most important gift that any of us can have is the gift of good health. In this day and 

age, we’re living long, healthy lives, and we’re fighting and winning the battle against many 

diseases and illnesses that were once fatal. Today in this country, we have the opportunity 

to do more to protect our health than our ancestors could ever imagine. 

But this world-class health care certainly isn’t free. Someone has to pay for it. Whether 

that be through higher taxes, or higher insurance premiums, there is a cost involved, and 

that cost can be sky high. Even with insurance or assistance, one catastrophic illness or 

accident can wipe out your hard-earned wealth. 

Like your taxes, my question to you regarding your health is “what are you doing to protect 

your health?” Whether you realize it or not, when you protect your health, you protect your 

wealth. Let me say that again, when you protect your health, you protect your wealth. It’s 

been said that good health is like money in that people only talk about it to the extent that 

they don’t have it. 

Taking the initial steps to put a health preservation plan into place, can prevent nasty 

surprises in your future in the event of a health crisis. Taking care of your health is one of 

the most important aspects to your overall wealth preservation plan. Like anything else in 

the wealth escape, if you fail to plan, you plan to fail. 
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Strategy XII: Continually Assess Your Personal Preservation Plan 

 

“The key to success is often the ability to adapt” 
 

 

It’s been said that the only constant in the universe is change. A wise man may have made 

this statement, but it doesn’t take a genius to know that this is an absolute truth. Sometimes 

people may feel as if some things never change, but in truth, life is just the opposite. 

 

One thing that we know is that our live are in a constant state of change. We age each 

year, our families changes each year as well with births, marriages, deaths and divorces. 

We change jobs, cars, houses, and many people may even change spouses or significant 

others. 

As people stop to reassess whether or not their life changes cause them to need a different 

vehicle, house, or job, they often ignore other, crucial parts of their life. They never consider 

that as their life changes, their personal preservation plan may need changes in order to 

keep up with the speed of life. Waiting until it is too late to make any adjustments to your 

plan can have catastrophic results. An out of date plan may be nearly as bad as no plan at 

all. Once your plan is in place, you must assess your plan on a regular basis to make sure 

that it is still a perfect fit. 

Just like a suit that has been tailored for your dimensions may not fit anymore, your wealth 

preservation plan can lose its fit over time as well. For this reason, you must continually 

assess your personal preservation plan. 
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