The Maui
Millionaires

for Business

The Five Secrets to Get on
the Millionaire Fast-Track™

DAVID FINKEL
DIANE KENNEDY, CPA

11807
x| B
:|HWILEY |-
;ZDD? E

uuuuuuuuuuuu

John Wiley & Sons, Inc.



Copyright © 2008 by David Finkel and Diane Kennedy. All rights reserved.

Published by John Wiley & Sons, Inc., Hoboken, New Jersey.
Published simultanecusly in Canada.

Wiley Bicentennial Logo: Richard . Pacifico

Mo part of this publication may be reproduced, stored in a retrieval system, or transmitted in any
form or by any means, electronic, mechanical, photocopying, recording, scanning, or otherwise,
except as permitted under Section 107 or 108 of the 1976 United States Copyright Act, without
either the prior written permission of the Publisher, or authorization through payment of the
appropriate per-copy fee to the Copyright Clearance Center, Inc., 222 Rosewood Drive, Danvers,
MaA 01923, (978) T50-8400, fax (978) 646-8600, or on the web at www.copyright com.

Requests to the Publisher for permission should be addressed to the Permissions Department,
John Wiley & Sons, Inc., 111 River Street, Hoboken, NI 07030, (201) 748-6011,

fax (201) T48-6008, or online at hitpofwww.wiley.com/go/permissions.

Limit of Liability/Disclaimer of Warranty: While the publisher and author have used their best
efforts in preparing this book, they make no representations or warranties with respect to the
accuracy or completeness of the contents of this book and specifically disclaim any implied
warranties of merchantability or fitness for a particular purpose. Mo warranty may be created or
extended by sales representatives or written sales materials. The advice and strategies contained
herein may not be suitable for your situation. You should consult with a professional where
appropriate. Meither the publisher nor author shall be liable for any loss of profit or any other
commercial damages, including but not limited to special, incidental, consaquential. or other
damages.

For general information on our other products and services or for technical support, please
contact our Costomer Care Department within the United States at (8000 T62-2074, outside the
United States at (317) 572-3993 or fax (317) 572-40402,

Wiley also publishes its books in a variety of electronic formats. Some content that appears in print
may not be available in electronic books. For more information about Wiley products, visit our web
site at www.wiley.com.

The following trademarks are the exclusive property of Maui Millionaires, LLC and are used with
permission: Mani Millionaire™, Maui Millionaires™, Self Employment Trap™, Money Plus™,
Gateway Offer™, Core Value Process™, Millionaire Fast-Track™, The Five Languages of
Financial Fluency™, Wealth Matrix™ {and the Wealth Matrix Diagram shown in Chapter 10,
The Inside/Outside Asset Protection Plan™., Tax Efficiency Rate™, Tax Power Percentage™,
Wealth Frame™, Wealth Map™, Wealth Curve™, The Great Risk Hoax™, Cash Flow
Maximizer™, Preemptive Tax Strategy™, The Five Wealth Factors™, Z-Cost™,

Unique Advantages™, E-RatioT™.

The following trademarks are the exclusive property of Maoi Mastermind (NV), LLC and are vsed
with permission: Mauni Mastermind™, the most exclusive wealth retreat in the world™, the world's
most exclusive wealth retreat™.

The following trademarks are the exclusive property of New Edge Financial, LLC and are nsed with
permission: Wealth Operating System™, Wealth Factor Test™, S-Factor™, R-Score™,

Library of Congress Cataloging-in-Publication Data:
Finkel, David.

The Maui millionaires for business @ the five secrets to get on the millionaire fast-track™ f

David Finkel, Diane Kennedy.
.o
ISEN 978-0-470-164595-2 {clath)

. Entrepreneurship—United States. 2. Success in business—United States. 3. Wealth—
United States. 4. Millionaires—United States. I Kennedy, Diane. 1956—.  IL Title.
HE&15.F56 2008
332.024'01—dc22

2007020650

Printed in the United States of America.
m 9 8 7 6 5 4 3 2 1



This book is dedicated to the extraordinary members
of the Maui Millionaire community. Your commitment
to build, enjov, and share great wealth is an inspiration.
You have changed our world. Thank vou.
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—  — INTRODUVETION —M ——

The Three Greatest
Challenges That
Entrepreneurs and
Business People Face

or the past decade we’'ve worked
with hundreds of thousands of entrepreneurs and business people helping
them grow their businesses and invest their wealth. Over that time we’ve
both watched so many of these intelligent and hard-working people get
stuck by the same three pitfalls that once upon a time trapped us in the
stressful, underperforming, frustrating world of being self employed.

The first challenge they had to overcome i1s what we call the Self Em-
ployment Trap™. You see, most entrepreneurs don’t build a business;
they merely create a job for themselves. They have achieved the satisfac-
tion that comes along with their own businesses, only to find that this
freedom has its price: Daily attendance is mandatory in order for the
business to succeed and be profitable. In a sense, rather than creating
their own business these entrepreneurs have instead created their own
jobs, with all of the responsibilities that go along with it.

If you’ve ever felt this way about your business, we have a way out. In
fact, in this book you’ll learn the concrete strategies and techniques you
need to build a business that succeeds without you needing to be there
every day to run it. You'll learn to build a business that works for you, not
one you have to work for. We ve both used the ideas you’re about to learn
to build multimillion dollar businesses that live on to this day with mini-
mal input on our part.

i



xii INTRODUCTION

You can have the freedom and financial success you desire from build-
ing your own business. and in Part One of this book, we’ll show you ex-
actly how to go about getting it. You'll learn how to use your business to
tenfold your net worth and massively increase your cash flow. Most im-
portant of all, you’ll learn how to build a business that isn’t dependent on
you, the business owner, showing up each day to run it!

The second challenge successful entrepreneurs face is that while they
have developed the business skills they need to grow their business, very
few of them have cultivated the personal wealth skills they need to build
wealth independent of their business. This is extremely shortsighted and
risky. Not only do they have all their economic eggs in the single basket
of their business, but they also lack the financial fluency to intelligently
and effectively manage their wealth and invest it wisely.

For this group. a lack of financial fluency often leads to poor decisions
after they no longer have their businesses. They wake up one day without
their business, and with nothing to show for their years spent building
their business.

To create the wealth you truly desire you must understand that your
business is a piece of the puzzle, an important piece, but not the only
piece. You must develop your wealth skills in parallel with your business
skills. Part Two of this book will show you how. You'll learn how to
speak the Five Languages of Financial Fluency™ and how to create your
own personal Wealth Map™. You’ll also learn how to understand the 10
causes of investment risk, and how to maximize your returns.

The final challenge you face comes years into your successful business
when you wake up one day and ask yourself the painful question: Is this
all there is? To truly be successful your business must be about more than
the money. You must find a deeper meaning, and to have a sustainable
business, you must help your employees and customers find that deeper
meaning. In Part Three of this book you’ll learn how to do this by tapping
mto your single greatest competitive advantage.

Why This Book Is Different From Every
Other Business Book You Will Ever Find

Most business books tell you how to grow your business. They teach you
how to focus on your business and grow it over time. Make no mistake,
we'll share our best ideas and strategies on doing just that.

Some business books even show you how to build your business to be
independent of you the business owner. You'll learn that, too. In fact,
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we’ll share with you the four keys to turn any business into a thriving in-
dependent business where you, the business owner, don’t need to show
up each day. In essence you'll learn how to move from being self-em-
ploved to being a passive business owner.

But what makes this book unique is that we won’t just show you how
to build your business, you’ll also learn how to use your business to grow
your personal fortune. You'll learn why you must grow your wealth inde-
pendent of your business’ success, and exactly how to do it.

It's so easy to think about wealth as one-dimensional (“"How can 1
make more money with my business?”), and completely overlook the
skills you need to grow and sustain that money. It's those skills—what
we call the Five Languages of Financial Fluency—that we talk about in
the second half of this book. It’s those skills that will keep you from
putting your financial future at risk by being one-dimensional from a
wealth perspective.

Much of what you're going to learn in this book is unconventional.
We're warning you about that up front, and we make no apologies for it.
If conventional thinking was the answer, wouldn’t the logical conclusion
be that every business owner would be happy, wealthy, and successful?
What we're going to share with you took us decades to learn, and many
painful mistakes to finally “get.”

Our goal 18 to cut your learning curve by 90 percent so that you can
build your personal fortune in a 10th of the time. But to do that we need
you to sit up, pay attention, and wrestle with the ideas and strategies we
share in this book. This is no time to sit back, passively ingesting what we
have to share. If you want these ideas to make the difference then you've
got your part to play. The ideas work—we’ve already proven that in our
own business lives, and in the business successes of our Maui Millionaire
clients. The only question is, will you do what it takes to apply these ideas
to your business and to your personal finances to accelerate your wealth
building? The choice, and rewards or consequences, is all yours.

FREE Millionaire Fast-Track Program! ($2,150 Value!)

We've designed a powerful online training program te help you turn
the ideas in this book into tangible results. Best of all, we've made this
training course, called the Millionaire Fast-Track™ Program, available to
readers like you for FREE! For full details see the Appendix or go to
www.MauiMillionaires.com/book.




—  PARTY ONE —Mm————

INVEST IN YOUR BUSINESS



et’s get something clear here at
the start: Most of what you’ve learned about business, wealth, money,
and investments is wrong. It’s skewed, warped, twisted, bent, and at best,
middle-income advice. But, unfortunately, that’s the best that most peo-
ple will ever have.
Think of this book as the graduate program on how to build a truly suc-
cessful business, grow your personal fortune, and in the process, become
a Maui Millionaire™.

Your Wealth Model
Directs Your Financial Results

Our decisions are often determined based on something called models. A
model is an internal construction that we make up in our brain to help us
make sense of the world around us.

Sometimes models are expressed in language, often metaphorical lan-
guage. For example, we might say love is a game or we might say that
love is a battlefield, like the old Pat Benatar song. What difference would
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it make in your life if you believed that love is a battlefield? How would
that belief impact the way you interact in your relationships? What about
a belief that says life is a joy or that life s a gift? What impact would that
have on your life?

Once it was common knowledge that the world was flat. During the
time of the grand explorers, this was a limiting model. The belief that the
world was flat stopped people from going out and exploring. They were
afraid they'd sail over the edge of the world. That fear kept people in a
much more closed and smaller environment.

Today, the flat-world model has changed. The belief that the world is
flat is now a model for how close our world is. We now think in terms of
a global economy and how connected we are. personally and through the
Internet and other means of communication. In a sense, we have re-
claimed the belief that the world is flat.

So models can be positive, or they can be negative. But what’s more
important is their power. Once we believe in a model, it doesn’t matter

Is More Money the Answer?

Winning the lottery might seem like the ultimate American dream—
money for nothing and rags to riches in an instant. But what really happens
to the big winners!?

m A New |ersey lottery winner won twice for a total of $5.4 million.
MNow;, 20 years later, she is completely broke and living in a travel trailer.
A Pennsylvania man won $16.2 million in | 988 and now barely subsists
on Sccial Security payments of $450 and food stamps. He also has a se-
rious heart condition. He has been sued by a girlfriend and family mem-
bers, and one of his brothers even hired a hit man teo kill him to try o
collect some of the money.

m AVirginia woman weon $4.2 million in 1993, She's now “upside down”
with more loans than assets. She borrowed against the future pay-
ments without considering how she would pay back the loans as she
upgraded her lifestyle.

m A Michigan machinist won $1 million. He went into business with his
brothers and within five years was bankrupt. His brothers say the
early conversations regarding their business were centered around
buying planes and luxury cars as “perks.”

m Another Michigan man wen $3.1 millien, and within twe years he
was broke and charged with murder. The money went to a bitter di-
vorce and crack cocaine.
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whether that model helps us or harms us. Once we believe, it is accepted
as true. We no longer think about it. The model leaves our conscious
thought and enters into our subconscious and our unconscious. It impacts
how we deal with the world, and it codes the way we experience the
world. We completely ignore the fact that the model is in there, running,
and maybe ruining, our lives.

As much as we try to stick to just the facts, there is no such thing as
perception without interpretation. We perceive things only by having our
brains think about them. We don’t know anything about an experience or
object until our brain experiences and codes that experience. Our percep-
tion is our reality.

This is why it is so important to have an effective wealth model. The
wealth you create is dependent on what your current wealth model lets
you have.

Money isn’t the answer. Your wealth model determines your success or
failure with money. We call this model your Wealth Operating System™
(WOS). Your WOS is the sum total of your emotional associations and
your belief system about money and wealth and your ability to earn, en-
joy. sustain, and share it. Curious about what your current WOS is set
for? Just go to www.MauiMillionaires.com/book and take the free
Wealth Factor Test™ available there. In less than 10 minutes you'll dis-
cover exactly where your current WOS stands.

Money alone doesn’t solve money problems!

The Traditional Wealth Plan

So what goes into the traditional wealth plan of the average person? In
the traditional plan, security is paramount, and the four-step path is
clearly defined.

. Get a good education.

2. Get a good job.

3. Save and build up your nest egg.
4. Retire at age 65-70.

This is probably the model your parents followed; it may or may not be
your model, and it may be the model you're preparing your children to
follow. There’s just one problem: It doesn’t work very well today. In fact,
it may never have worked very well.

Did you, or anyone you know, get caught in the dot-com downturn, ei-
ther directly or indirectly? Were you one of the people working really
hard for a company, buying into the idea of delayed gratification by way
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of stock options, and thinking about the day those options would become
worth a fortune? Or were you on the outside, listening to stock promot-
ers, and sinking pension fund or mutual fund dollars into rapidly rising
stocks, hoping to ride the wave and cash out at the absolute peak of the
market? How much did you lose when it all fell apart?

Maybe your loss was less dramatic. Let’s take the traditional model at
face value for a minute. Perhaps you are one of those who worked hard
for 45 years or so, paid into the company pension plan, and have now re-
tired on somewhat less than what you were used to earning. You don’t
work anymore, so you've got less security. Perhaps your medical costs
are rising, or you live in an area where your property taxes have increased
so much you're feeling squeezed. Maybe you're considering a part-time
job just to give you some financial breathing room. Maybe you're just
feeling plain worn out.

And yet this is the traditional model that most people use, and it just
doesn’t work. Did you know that in the United States the General Ac-
counting Office estimates that 96 out of every 100 Americans will either
have to retire with a greatly reduced standard of living or live with fam-
ily? Only 4 in 100 will be able to sustain their current lifestyle. So we
have a model with a 96 percent failure rate, and yet we buy into and per-
petuate this model because it’s the conventional plan. (And this failure
rate is even higher in most other parts of the world!)

Okay, now, putting the failure rate aside for a minute, even if things all
went as planned, is the end goal really something we want? Is it really
something to strive for? Do you really want to put off living and enjoying
ourselves for 45 years until you turn 65 or 70, and then and only then fi-
nally have the opportunity to break free or as free as your financial con-
straints will allow? Do you really want to pass this model along to your
children as your financial legacy?

Personally, we don’t think so. We want amazing freedom now. We

Maui Millionaires Have “Money Plus”

They have money plus the time and freedom to enjoy it.
They have money plus the pecple to share it with.

They have money plus the health to fuel it.

They have money plus the meaning to magnify it

They have money plus the peace of mind to sustain it.
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want to be Maui Millionaires and enjoy Money Plus™. And we want to
share this model with our children, and our children’s children, and so on
for generations to come. In fact, that’s one of our driving reasons to write
this book—to share a better plan with readers like you.

Back to the traditional model. Step One is education. What is the
mantra we tell ourselves and our children over and over again? Get a
good education. Why? Because that’s how the traditional model works.
The traditional model tells us that the more formal education we get, the
more value we have as an employee. This rolls us right into the second
step: Get a good job.

What qualifies as a good job depends on two things. First is security.
How “safe” is your job? How likely is your career to be outsourced or
made redundant by technological advances? Why spend the time and
money educating yourself in a field that is rapidly being flooded with
others who are younger, hungrier, and often willing to work for less?

The second part of this equation is, of course, money. A good job
equals a good income-earning opportunity. The more money you earn the
more money you have. That allows us to grow our lifestyles: bigger
house, multiple cars, and the ability to pass that along to our children by
giving them the opportunity to get a good education.

Having more money also allows for Step Three in the traditional model:
Save. Save a lot. Save for the future, save for your children, save for your
golden years, save for emergencies, save for weddings, save for . . . the list
goes on and on. Those savings go into your savings accounts, employer-
sponsored 401(k) retirement accounts, the equity in your home, certifi-
cates of deposit, government bonds, high-grade corporate bonds, mutual
funds, and stocks.

Now you put in your time. Lather, rinse, repeat for, say, the next 40
prime years of your life until you hit Step Four, where you. . ..

Retire. That’s right, you're off to enjoy your golden years in the sun.
The traditional plan has focused on this as your end goal: getting that nest
egg built—that magic number representing how much you’ll need to see
you through to the end of your life.

And that’s it. That's the four-step traditional model. Figure out what
we have to do to save enough money so we die before we run out.

Yikes! Is this really the life you want to live? Does this plan really in-
spire you'!

The Times We Live In

We are living in a time of unprecedented opportunities. Technology is
changing at a pace never before seen. Globalization has removed barriers
to growth. The smallest company can become a multinational overnight.
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There is more money to be made, by those who understand how, than at
any other time in human history.

Did you know that today’s world is creating millionaires and billion-
aires faster than at any other time in recorded history? In 1938, for ex-
ample, there were about 40,000 reported millionaires. By 1975, that
number was 350,000, In 2006 (depending on whose numbers you be-
lieve), there were between 2.9 and 8.9 million households in the U.S.
alone that report a net worth of $1 million or more. In 1916, John D.
Rockerfeller was the only reported billionaire in the world. The first
Forbes billionaire ranking (done in 1986) found 140 billionaires around
the world, and by 2006, this number had increased to 793. The number
of millionaires in South Korea. India, Russia, and South Africa is in-
creasing 15 to 21 percent per year!

It has never been easier for you to become wealthy than in today’s
world. You have never had so much opportunity. But that’s how we see it.
How do you see it? [s wealth scarce, or is wealth abundant?

Maui Millionaires believe we live in an abundant world—a world in
which you can build a fantastically successful business and use your
business as the foundation for your personal fortune. And you can do it in
a way that generates great value in the marketplace and effects powerful
good in the world.

Step One: Don't Just Get an Education, Get the
Right Education

The traditional education system prepares you, at best, for a trade. For
example, if you go to college for four years (more or less) and receive a
pre-med degree and then go to medical school, serve the requisite intern-
ship, declare a specialty and serve a residency, eventually you'll be a
well-trained physician. But, how well prepared would you be to start a
medical practice, a real business, of your own? In 2001, the American
Medical Association reported that out of some 550,000 doctors in pri-
vate practice, approximately 65.5 percent were self-employed, either on
their own or with a couple of other doctors. But while doctors know how
to treat illness and disease, they aren’t so skilled in business. Industry
estimates show that about 70 percent of doctors have been embezzled
from at least once, and 60 percent have been embezzled from two or
more times!

Attorneys have problems, too. The California Bar Association wanted
to know why, out of a total of 350 complaints made against attorneys,
68.5 percent of those complaints were made against lawyers in solo
practices, 26.1 percent were made against attorneys practicing in firms
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of 2-10 lawyers, and only 5.4 percent of complaints were made against
large firms. What they discovered was that solo practices and small
firms got into trouble because (a) attorneys were overworked to the
point they were missing deadlines and not returning client calls, (b)
they had serious money concerns that sometimes led to “borrowing™
money from client trust accounts, (c) they lacked sufficient support
staff to manage administrative and clerical tasks, and (d) they often
had insufficient documentation to defend themselves against client
complaints.

In other words, without the business training to understand how to put
systems in place to protect themselves or to make sure their offices func-
tioned properly, these attorneys put themselves at risk.

Education is important, but it needs to be the right kind of education.
Unless you're a business major, or more specifically, an accounting ma-
jor, you will probably never learn anything about accounting, taxes, or fi-
nancial matters in college. But how many accounting majors also study
economics, or sales and marketing, or negotiating, or any one of the hun-
dreds of business skills needed to succeed?

A traditional education prepares you to make a living, not a life. The
Maui Millionaires plan focuses on getting the education you need
to become financially fluent and speak the Five Languages of Finan-
cial Fluency. Given a choice, why be merely literate, when you can be
fluent?

Financial fluency doesn’t mean knowing enough to get by. that’s finan-
cial literacy. To be financially fluent. you need to be able to speak five
languages fluently: the Language of Money, the Language of Business,
the Language of Wealth, the Language of Cash Flow, and the Language
of Leadership.

Step Two: Don't Just Get a Good Job, Create
Good Johs!

People talk about affluence as though those who have it, hoard it. But
successful businesses and business owners circulate a ton of money
through the economy. Think about it: Businesses have vendors, clients,
customers, employees, advisors . .. for every dollar a business receives
that business may circulate two to three dollars through our economy.
That’s how our economy is built. That's how it keeps going.

Here’s something to think about: You don’t necessarily need to have
employees working for you. You can create jobs and have no employ-
ees. How? By getting people to spend money on your business and then
spending some of that money yourself on other people’s businesses.



10 INVEST IN YOUR BUSINESS

Circulating money always increases its velocity, which, in turn, in-
creases our society’s wealth.

Step Three: Don't Just Save, Invest!

There are two very different philosophies in play here. In the middle-
income world that is using the traditional four-step plan, wealth is built
through income. More specifically, wealth is built through saving and
conventionally investing your leftover money over an extended period of
time. Discipline and consistency are the keys. It's very sound advice as
long as you want to be middle class.

The second philosophy, the Maui Millionaires philosophy. is to build
wealth not from income, but from your assets. You use your wealth
to create more wealth, and you eventually transition a portion of
your wealth into cash-flow-producing investments. We’ll go into great
detail about this fundamental wealth distinction in Part Two of the
book, but for now what’s essential for you to get is that the wealthy ap-
proach wealth and investing in a totally different way from the middle
income.

There’s an old saying that goes, “The first million is always the
hardest.” Why is that? It’s easy to say, “Because | have no assets,” but
the truth is different. The truth of why it's harder to make your first
million is partly because you don’t know how to do it, but mostly it’s
because you are scared that it’s not possible for you to do. Once
you've achieved that goal, though, things get easier. You know the way
now and how far it is. It’s like walking back to the car after a long walk
somewhere else. It's always faster to walk back. because you’ve been
the distance, and you know exactly how far you have to go and the ex-
act route to get there.

Step Four: Don't Focus on Security, Focus on Freedom!

The problem we have is that security in retirement is so often a fallacy.
Retirement turns out not to be about security but more about trying to
stretch the nest egg far enough so we don’t run out before we die. Having
to take on a part-time job to augment your retirement benefits seems to
defeat the purpose of retiring in the first place.

With the Maui Millionaires model. the goal is freedom, complete and
sustainable freedom. It encompasses your lifetime and perhaps leaves a
legacy, either for your children or for causes you feel passionate about.
There is no uncertainty or insecurity here, only the need to keep a current
passport on hand.
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So what's it going to be for you? Door No.1, or Door No. 27 The tradi-
tional plan or the Maui Millionaires plan? Will you choose the door
marked “security” or the door marked “freedom™? Are you ready to be-
come a Maui Millionaire? Mark your answer below.

' I choose the Maui Millionaires Plan! (Go on to the next chapter.)
' I'm too scared to let go of the traditional plan vet, maybe after a few

more chapters I'll gather up the courage to let go and dream. (Go on
to the next chapter, too. There’s still time to change your mind!)






The Three Levels
of Building a Business

hat does owning a business
mean to you? Is it a way to create job protection for yourself so you can
never be downsized or made technologically redundant? Or is it a way to
follow your dream or passion, or is it a way to get on the Millionaire
Fast-Track and make yourself free?

And what does being an entrepreneur feel like to you? Does it feel
risky, like you'll have to step outside of your comfort zone and launch a
new, untested business idea? Does it mean long hours, employee hassles,
and lots of risk? Do you think you'll find yourself wondering if you made
the right decision, or whether staying in the W-2 workforce would have
been a better choice?

If you have found that running a business isn’t freedom at all, that it’s
even more work and hassle than a regular job, chances are your past ex-
periences have all been with Level One or Level Two businesses.

A Level One business is a fledgling company. It's really the beginning
point of a business. There is nothing wrong with a Level One business, pro-
vided you only use this level as a temporary launching pad where you put
together your business plan and get into action. Any business that stays at
this level is probably more of a hobby or a fantasy than a real business.

A Level Two business is nothing more than owning a job. If you don’t
show up to work, there is no money. It's really not business ownership,
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so much as it is self-employment. You've got all of the long hours and
feelings of lack of control you had as an employee, but you don’t have
just one boss you're trying to please anymore; you have a whole bunch
of them. Only now you call them customers. Plus, all of the decisions,
all of the risks, all of the responsibility—all of it—rests on your shoul-
ders. Every day you have to prove yourself and keep going because if
you stop. it all ends. That’s what having a Level Two business means.

Contrast this to a Level Three business. A Level Three business is one
where your business runs without you needing to be there each day. In
fact, the criterion of a Level Three business is that it operates smoothly,
efficiently, and profitably without needing the daily input of the business
owner,

Why do these three levels matter? Because, as you'll learn in this sec-
tion of the book, when you build a true Level Three business, not only
will it make you wealthy, but it will help set you free.

But before we go into all of the rewards you get for building a true
Level Three business, first let’s dive deeper into each level in the progres-
sion of building a Level Three business.

Level One: The Dream (The Conception of Your Business)
Focus: Planning Your Business

Leverage Point: Building on Your Passion

A Level One business is really a business in its infancy. This is the
level where an entrepreneur dreams, plans, and perhaps even steps out
and sells a promise that she must then rush out and build the product or
service to fulfill.

All Maui Millionaires understand that the single most important ingre-
dient in the real success of their new venture is passion. Does the busi-
ness somehow, in some way, meaningfully tap into a deep passion of the
entrepreneur? Without passion you have no fuel to sustain the hard work
involved in turning a raw dream into a concrete reality.

{: David's Story h

Most people don't know this but | failed in my first
business. It was a weight loss company. When | was 21, |
dropped out of college to work to open up an established
company’'s product line in San Diego. At the time | didn’t
understand it, but in retrospect | can see that my motivation to

{continued)



The Three Levels of Building a Business 17

David’'s Story (continued)

do the business was all about making money. | had no real
passion for the industry. Is it any wonder that within a year | was
dead broke and out of business?

Fast forward to today. My current business passion—and
passion is an accurate word to describe it—is Maui Millionaires,
LLC. Our mission of helping generations of entrepreneurs and
investors create, grow, enjoy, and share great wealth inspires
me. And tying in the business with regular charity events, which
have raised millions of dollars so far, makes it a lot more than
just a business.

Mow after having launched, grown, and sold several multimillion
dollar businesses, | get a lot of new entrepreneurs who bring me
their business plans to look at for input (| think that they secretly
hope that | will be so enamored of their idea that I'll either fund
it or jump on beoard or both). The most important question that |
ask them is why they are starting that business. Not why are
they starting a business, but why are they starting that business.
If their answer doesn’t show me how that specific business
somehow meaningfully connects with what is most important to
them, | tell them to pick a different business. Life's too short to
build a business you aren’t passionate about.

Level Two—Early Stage (The Infancy of Your Business)
Focus: Launching the Business by Getting Your First Clients
Leverage Point: Your Ability to Change and Adapt

An early stage Level Two business is fresh in the marketplace. It's just
started actively marketing and selling its products or services. At this
juncture it’s critical that you as the owner listen to the marketplace—will
it embrace your product or service in a profitable way for your business?

Now, we say to listen to the marketplace, but don’t count on being an
immediate hit. Instead, listen to the marketplace first as a place to fine-
tune your marketing and sales message. Are people buying? If not, why
not? How do they perceive your offerings? Can you shift, tweak, or re-
vamp your marketing to get people to buy?

Notice how your early focus in launching a business isn’t on building
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the perfect product or service but rather on first seeing if you can get peo-
ple to buy. Too many entrepreneurs get caught in the trap of making the
perfect gizmo but never proving that they can actually sell that gizmo to
the market at a profit.

Once you’ve proven that the market will buy, which in turn ensures
your economic viability as a company, then and only then are you ready
to move to the next step.

Level Two—Middle Stage (The Teen Years of Your Business)
Focus: Establishing Your Business’s Foundation

Leverage Point: Maximizing You, the Company Founder

As a middle stage Level Two business owner you are scrambling to do
two things. First, you need to bring some organization to the chaotic
world of your new business. Second. you must impose this order in a way
that not only doesn’t kill sales but instead enhances sales.

You can always spot a thriving middle stage Level Two business by the
way the business efficiently hums around the business owner who consis-
tently does quality work. For example, think of a doctor’s office, often
the perfect example of a middle stage Level Two business. (Notice we
say “often,” because we know several Maui Millionaire doctors who
have taken their medical practices and their ancillary businesses well be-
yond this stage.)

You check in with a receptionist who whisks you into a small exam
room. Next, a nurse comes in and takes all your vitals, records them on
your chart, and makes the room ready for the doctor to appear. A moment
later the doctor steps in and after a minute or two of polite rapport-building
chit chat, she gets right down to discussing your health issue. Within 10
minutes she’s diagnosed your problem (or ordered more tests), written your
prescription, and sent you back out to the front desk to schedule your
follow-up appointment. Then she’s off to the next exam room, wherein
waits another patient ready for the doctor to do her 10 minutes of magic.
One after the other. The staff lines them up. the doc swings on through and
does her thing, and the staff cleans up after.

Herein lies the trap. That doctor is efficient in her business. In fact,
she’s consciously designed that business to maximize her every minute
so that she can generate maximum revenue. But what she never sees, or
at least never sees the way out from. is that her whole business revolves
around her. She is the hub around which her middle stage Level Two
business revolves. Without her it all comes to a screeching halt.

It’s at this point that most entrepreneurs get caught in what we call the
“Small Time Bubble.” No matter how hard the business owner works,
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she can never get past a certain size business if the business is designed
solely to maximize the business owner. Your goal is not to be the pro-
ducer for your business. Your goal is to build a business that produces re-
sults for your clients without being dependent on you.

So let’'s move on to the transition point between a Level Two and a
Level Three business.

Level Two—Advanced Stage (The Young Adulthood of Your Business)
Focus: Building a Business that Thrives Independent of the Owner

Leverage Point: Systems, Team, Technology, and Outsourced
Solutions

An advanced stage Level Two business is the bridge between a Level
Two business that needs you to work in it and a Level Three business that
works so that you don’t have to.

You have radically shifted your attention from working in your business
(middle stage Level Two) to working on your business (advanced stage
Level Two). We'll go into great detail later in this section of the book as to
exactly how you make this transition in 36 months or less, but what is cru-
cial for you to get deep in your entrepreneurial, freedom-loving bones, is
that the goal of your business must be to build a business that works inde-
pendently from you, the owner of the business. That doesn’t mean you
won’t continue to work in the business. After all, we’ve already gone on
and on about how you need to choose a business that you are passionate
about, and if you listened to us then you probably love working in your
business. Good! We're all for it. Just make sure that work is out of choice
and nof necessity. And also make sure that you raise a strong business, one
that isn’t weakened by a crippling dependency on you.

Level Three—The Entrepreneurial Promised Land (The Mature
Years of Your Business)

Focus: Determining Your Next Deep Passion

Leverage Point: Making the Time and Space to See What's Next
for You

You've reached it! Congratulations! You have built a Level Three busi-
ness. Now what? For many entrepreneurs this is the point at which they
sell the business. Others choose instead to own it, but as a passive busi-
ness owner rather than as an active self-employed person. And some en-
trepreneurs who've made it to this point decide to take their Level Three
business and make it big time.
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Which is right for you? All three choices are great. The key is to give
yourself the time and space to tap into your heart and decide what you truly
want to do next. Let’s face it, at this point, provided you follow the advice
you'll learn in the second half of this book about building the wealth skills
you need to shepherd your wealth, you'll be financially free forever. So this
becomes a chance for you to reinvent yourself and your life.

:f Diane's Story

In my life, I've built a number of different businesses.

Most of the businesses | start are either sold or turned into
automatic cash machines.

Take the example of Tax Loopholes, an online tax strategy and
education company, | founded in 2001. At that point, I'd been a
certified public accountant for almost 20 years and found that
my clients often had the same type of questions. Rather than
charging them $250 per hour to explain the same thing over and
over about tax loopholes that save thousands, business
structures that protect assets, and strategies that legally avoid
income tax altogether, it made more sense to package my best
how-to information into affordable courses that people could
purchase for a fraction of the cost of hiring me. Tax Loopholes
has now become an almost automatic cash machine for me. |
have additional researchers and writers that | meet with every
month as we create cutting-edge tax strategies, but, other than
this, | don't do the day-to-day work.

The Powerful Perspective Shift
Necessary to Build a Level Three Business

The critical perspective shift that leads to true financial freedom and se-
curity and ultimately to a Maui lifestyle, is to see yourself not as a pro-
ducer for your business, driving sales or fulfilling the purchases of your
clients, but rather to see mmse]f as a business builder who is growing a
business that will one dd} work without you needing to be there to run it.
You are only a temporary producer until you can build the business that
can replace yourself. In essence, you are the engineer, designing and
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Target of Your Business

To build a business that consistently creates value in the market and thus
earns you a healthy prefit without you needing to be there to run it.

building a profit machine that consistently kicks out cash flow each and
every month.

Keep this goal firmly in mind and let it influence all the decisions you
make and the actions you take.

Remember, the real reason you are putting in all the energy and time to
build a business isn’t so you can make more money, although that will
happen. The real reason to go through the effort of building your business
is so that you can gain your freedom. You don’t want to spend all your
time stuck managing and running your business. Yes you can make a ton
of money doing this, but why not make the money and have the freedom
too? Personally, we think that the only way you can really be secure and
know that your income streams are secure is to have the business infra-
structure in place to run it over time.

In many ways, building your business is the most exciting time of all be-
cause not only 1s your business working to consistently make you money,
but you're starting to reap the benefits of having reliable systems and team
members to handle the parts of the business that either stress you or that
don’t interest you. This means it is easier for you to take time away from
the business because you have reliable teams and systems to ensure that the
business gets done while you are away. It also makes the business more fun
as you're able to let go of the work that you find mundane or unpleasant
and instead focus yvour time on growing your business. Can you imagine
how satisfying it is to watch your fledgling business mini-empire grow and
blossom? Each day as you enter your office you feel a directed sense of en-
ergy, of purpose, which guides your efforts as you build your business for
you and your family not for some faceless corporation or conglomerate.

The Three Pitfalls of Building
Your Level Three Business

Pitfall One: You struggle to let go of the control of the details

As you empower your team to take over whole sections of yvour business,
you may find yourself like many entrepreneurs, struggling with the desire
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to keep control. You are going to need to develop the delegation muscles
that allow you to let go of your business—piece by piece—as you bring
in key team members to take over. As long as you build in simple score-
cards that let you track your team’s performance on a daily, weekly, and
monthly basis as you hand off areas of your business, you’ll be able to ac-
curately assess the performance of each business area and celebrate your
team members’ successes and coach them through any rough spots.

Pitfall Two: You are a great producer but a lousy leader

At a certain point the only way your business can make the jump to the
next level is for you to have key staff that you have recruited, groomed,
and developed to take on the responsibility and challenge of running your
business. But how do you empower talented people to run your business
if you don’t understand the difference between managing and leading
team members?

Managers focus only on executing for bottom-line results. They are fo-
cused on effective ways to get their team to perform. The struggle is that
most managers don’t grow their team’s abilities to self-manage. And
what is even more, very few managers ever develop the next generation
of leaders on their team or know how to set the big-picture vision and di-
rection for a company.

Leaders have their focus not just on getting results, but on getting re-
sults in a way that develops and grows other leaders on the team who can
lead and get results. The ultimate form of leverage is to develop leaders
on your team who are committed, capable, and utterly reliable. It's not
just about making a leader better, but about upgrading the knowledge
base of your entire team and unifying the vision they hold of exactly what
you are all working to accomplish.

Pitfall Three: You grow impatient to get to Level Three and let
go of key areas too early

Now this pitfall probably sounds like a direct contradiction to pitfalls one
and two. And it is. Yet, that's life for you, full of seemingly insolvable
paradoxes. We want to caution you about leadership by abdication, which
is an all too common costly mistake we regularly watch entrepreneurs
make. Leadership by abdication is not the same thing as strategically de-
veloping your business systems and team to take over and own parts of
your business. It usually happens when entrepreneurs grow impatient
with the slow pace of growing their business systems and teams, and they
want to speed up the process. But some things take time, and developing
people and systems are two of those things. Most entrepreneurs who rush
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this don’t delegate, they dump. That is they walk into the office of the
new team member and dump projects and responsibilities on her desk. It
just doesn’t work to throw the keys to a part of your business at a new
team member who hasn’t been trained or where no real business system
exists. That’s a recipe to set them up for failure.

Instead, hand off small pieces of the business to your team one at a
time. Be sure to arrange the time to coach them during the transition, and
check in on them regularly over time until they are truly ready to take
complete ownership.

It's a delicate balance, this incremental handoff of your business. On
the one hand, many entrepreneurs hold on too tight, and on the other
hand, some entrepreneurs let go too soon. You'll have to feel your way
through this dynamic balancing act as you go.

What Stops Most Business Builders
from Putting Their Profits on Autopilot

We're sure you've flown on an airplane before. Just think about how
amazing planes are nowadays. As they take off they have a highly
trained pilot getting the plane up into the air and on course. Then they
turn on the autopilot system. This system maintains their course and
manages long stretches of the flight with the pilot keeping an eye on the
instrument panel to troubleshoot any problems that might arise. And
when the plane gets close to the destination airport, the pilot again takes
over and lands it.

We think this is a lot like how you’ll build your business. You'll have
systems that generate leads for new business and close sales, which is
like the takeoff of the airplane. Once you close the sale, your business’
systems and team will manage and fulfill the orders or services you sold,
with you there to just keep an eye on their progress over time. This is like
the autopilot on the plane. And finally, when you come in for a landing
and strategically evaluate the directions of your business’s growth, you
will take a more active role in the decisions to make sure you're comfort-
able about the new destinations you fly to next.

Now you don’t need autopilot to fly a plane, just like you don’t need a
business infrastructure of a team and systems to make money in a busi-
ness. But you need to understand that without an autopilot, flying a long
distance is exhausting and uncomfortable. Can you imagine the strain of
having to focus on flying the plane for four to six hours at a stretch? It's
not like you can just pull off the road for a quick pit stop!
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It’s the same way with your business. When you don’t have the sys-
tems and team (your business autopilot), you can make a ton of money,
but the strain—and lifestyle cost—is too great. We’ve seen many en-
trepreneurs who make $1 million or more each year with their busi-
nesses, but they live, breath, and die by their businesses. They can’t
get away from their business for more than a long weekend here or
there. That doesn’t feel like success and wealth to us. Real wealth—
Maui Wealth—is when you have money and freedom. money and
quality of life.

Now we don’t want to make building a Level Three business and be-
coming wealthy sound too easy, because it's not. It will take work, it will
take sacrifice, and it will take a deep commitment. But it is a very real
possibility for you.

Is it worth it? Well, you’ll have to decide for yourself. As we see it,
having built thriving Level Three businesses before, it's worth every
ounce of the time and effort needed. You get five main rewards.

First you get the freedom of time that comes from having a business
work for you instead of you having to work for the business. No more
clock to punch or calendar that you are a slave to. You choose what you
want your life to look like and how you want to spend your days.

Second, you enjoy the passive, residual cash flow that comes to you as
the owner of a thriving Level Three business. This money funds your
lifestyle and your giving projects. This money provides the financial base
for you and your family, sometimes for generations.

Third, your Level Three business becomes the platform from which
you get to impact the world. We didn’t start Maui Millionaires because
we needed the money. We launched the company because we believe it’s
the vehicle through which we can touch and better the lives of millions
of people.

Fourth, because the business works so well, you get to pick and choose
the parts of the business that you are most passionate about and spend
your time there. For example, one Maui Millionaire we know still runs
the engineering department of his Level Three business. Why? Because
he loves tinkering with design and production processes. For him it’s all
one great big puzzle to figure out. Nothing says that a Level Three busi-
ness owner can't still work in his or her own business. The critical dis-
tinction is that you don’t have to work in your business in order for the
business to work.

There is one more reward you'll get when you build a Level Three
business—you’ll increase your net worth tenfold—or more! This reward
is so central to the theme of this book that we want to take our time and
show you exactly what we mean step-by-step.
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Level Two versus
Level Three Business Yalues

A Level Two business is typically valued based on a multiple of the gross
sales. Depending on the type of business, you can generally expect to re-
ceive a sales price of somewhere between 30 percent and 100 percent of
the business’ total gross sales. So, if you have a business that grosses*
$100,000 per year, it will be worth somewhere between $50.000 and
$100.,000.

You have a very small market when you sell a Level Two business.
The person who would buy a Level Two business is someone who is
looking to buy a job. Typically your buyer is one person or a couple. It
will rarely be a corporation looking to expand operations.

A Level Three business, on the other hand, has a higher sales price, typi-
cally five to eight times net income. You also have many more prospective
buyers, because the business is no longer a job. It is now an investment.
Your buyer is looking for a return on his investment not trying to create a job
for himself. The decision of whether or not to buy becomes much more mat-
ter of fact. It’s not an emotional, “Oh, I've always wanted to own a . . .,” but
rather, “What is the return on my investment”” The numbers and decision-
making process are supported by financial statement analysis.

You'll make more money, a lot more money, selling a Level Three
business than you will a Level Two business. However, you’ll also need
to further hone your financial fluency because when it comes time to talk
to the buyers, you’ll be in another league.

Let’s walk through the numbers involved in turning a current Level Two
business into a Level Three business. First, you’ll have to hire your re-
placement. And, of course, the business will need to be able to pay for the
cost of your replacement plus still provide you with a return on your invest-
ment. That’s good, because it means your business will grow. In fact, it will
have to grow in order to fulfill the Level Three business commitments.

In Chapter Three, you'll learn the 12 characteristics of the ideal business
opportunity. You'll see that one of these characteristics is that a business is
scalable. In other words, the business model must allow for it to grow.
Without scalability, all you're doing is building a job for yourself. And, if

*The gross sales figure is the total amount of sales, before any expenses, includ-
ing the cost of goods, are deducted. If a business grosses a certain amount, 1t
takes in that much in sales. Accounting terms like this are covered in more detail
in Chapter 11, The Language of Money.
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you do it as a Level Two business, you're just working yourself into an
early grave as your business grows beyond your capabilities to get the
work done. That is definitely not a Maui Millionaire plan.

We'd like to show you a three-stage example of a Level Two business
transitioning into a Level Three business. As we go through this example,
please note that the actual numbers for your business will vary a great
deal based on the sales price and valuation techniques for your industry
as well as the gross profit margins.

In the example that follows we’ve used a consulting business. Typically,
a business in this industry will sell for 100 percent of gross receipts and the
net profit is 30 percent. So, if the company makes $100,000 per vyear, it
would sell for $100,000. Meanwhile, if you do all the work, you can expect
to make $30,000 per year from your full-time work with the business.

Stage One (Level Two Business):
Yalue: $100,000 Income: $30,000

Let’s assume that you replace yvourself with an employee who will make
$40.,000. If the business doesn’t grow, you will actually lose money every
year. S0, you need to grow the business. But, instead of working in the
business, you can now work on the business as a business builder.

Imagine you are able to grow your business sales to three times their
previous amount. (By the way, this is a very reasonable assumption for
a business once you stop being the primary source of fulfillment within
the business.) The business now makes $300,000, with a gross profit of
$100,000 less $40,000 for your replacement.

Having a gross profit of $100,000 less your employee’s $40,000 salary
means you've doubled your income from $30,000 to $60,000 per year.
Your business isn’t big enough to attract the interest of a Forbes 400 com-
pany yet. But, let’s see how taking that step to Stage Two changed vour
net worth and active income.

Stage Two (Level Two Business
in Transition): Value: $300,000
Income: $60,000

Wow! Your net worth has tripled and your income has doubled. You're
now a believer, and you're ready to really knuckle down and get the busi-
ness growing as a Level Three.
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Level Two to Level Three Game Plan

Replace your fulfillment role in the company.

Create systems to ensure quality doesn’t suffer as you pull out of your
current role.

m Work on the company, not just in the company. Where is your leader-
ship needed?

Increase the sales and reach of the company.

Continue refining the Level Three model for your business.

Now imagine it’s 36 months later and you’ve done it. You have a
Level Three business with a gross revenue of $1.000,000. We'll as-
sume the gross profit percentage stays the same (although the reality is
your gross profit percentage will most likely go up. That means you’ll
be making even more money than this example will show. But, let’s
stick to the same gross profit percentage.) That means you now have a
profit of $300,000. You'll need a higher level replacement for yourself
than your previous $40,000 per year manager, but you’ll easily be able
to afford this more experienced team member out of your $700,000 in
additional gross sales. We've accounted for the higher salary as part of
your increased gross sales and the associated cost margin, so you’ll
still personally earn $250,000 or more from your $300,000 net profit.
Wow! That decision that was so hard in the beginning probably now
seems like the smartest thing you’'ve ever done. Your method of valu-
ing the company has changed as well. The value for Level Three busi-
nesses is based on the net profit of the company. Now we’re looking at
a value of somewhere between $1,300,000 and $2,080,000 for your
company.

Stage Three:Value $1,300,000
to $2,080,000 Income:
$250,000 or More

Of course it’s not going to be as easy as just snapping vour fingers to
build a Level Three business. But as you've seen, the rewards are so great
that it’s worth the effort.
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'C Diane's Story

My first business was a CPA practice in Reno, NV. |
worked very hard to build a Level Two business. In the first five
years of business, each year doubled the gross income of the
year before, but it was still a Level Two business, and that
meant | had to show up every day for it to work. After five years, |
was exhausted and sold the practice. | was very proud when |
talked to a business broker to discover how much the business
was really worth. | had created an asset that | sold within a
month for almost $400,000!

About a month later | read a story about someone | had known in
college. He was an accounting major as well, but he didn’t go the
traditional path to become a CPA. All of us CPA-types were sure
he'd made a really bad decision. You can only imagine all the
comments we had when he started a payroll preparation
company. Why would he get into something that was so much
like bookkeeping? After all, wasn't he an accountant? He should
act like one!

Well, his business was just a few years older than my CPA
practice when he sold it. Besides having a business just a
little bit older, there was one more difference. He had built

a Level Three business with some very unigue intellectual
property attached. In fact, his company, Computing Resources,
had contacted Intuit (maker of QuickBooks™) with a request
to get into the source code so that they could link their
innovative payroll preparation program directly with
QuickBooks. Intuit wanted more information and in the end,
they told him he couldn’t have the source code. Instead, they
made an offer to buy his company. He sold his business for
$200 million!

That was the moment for me when | truly got the difference

between a Level Two business and a Level Three business:
$400,000 versus $200,000,000. The choice is yours.
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When you build a Level Three business you’ll increase your net worth
tenfold or more (in our example from $100,000 business to a $1 to $2 mil-
lion company). Plus, you’ll enjoy the deep satisfaction of building a great
company.

It’s time to roll up our sleeves and get to work on exactly siow to build
your Level Three business.

In the next chapter you'll learn about the five pillars of a Level
Three business and how to make sure your business is built on a solid
foundation.



The Five Pillars
of a Level Three Business

here are five key areas of any
business. These five pillars hold up the structure of the business. As you
expand your business, you need to make sure your business can stand up
to the additional load. Think about an old house with a half-full well out
back. Because the well isn’t full, the water pressure is never too high.
Everything works okay, but not great. Then the city brings in a new water
line and suddenly the old house is on the city water system. The home-
owner excitedly looks forward to having plenty of water to wash clothes,
take a shower, and even water the yard. all at the same time. Now comes
the critical moment when the house 1s hooked up and the valves turned.
Next thing you know, water starts pouring from the walls. The pipes
couldn’t hold up to the new increased pressure.

It’s just like that with a Level Two business as it makes the change to
Level Three. It's possible that vour old systems and practices worked
okay, or even great at Level Two, but what happens when you step up to
Level Three? If you're not there to make all the decisions or to trou-
bleshoot problems, can the business stand up to the increased pressure?

Let’s take a look at the five pillars. First, there is the operational area.
This is the part of your business that fulfills the promises that the sales de-
partment makes. Next is the sales and marketing area that is responsible for
generating sales. Third is the financial area that deals with the accounting
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