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Self-Employment & the Cash Flow Industry

Welcome to the age of small business.
Recent downsizing trends have eliminated all security in the

corporate job market. Americans intent on success are looking to self-
employment for security, income realization and personal gratification.
Since the mid-1970s the number of individuals drawn to self-
employment has steadily grown. According to data from the
Department of Labor’s Current Population Survey, the number of
workers who were self-employed in their primary jobs increased by
74 percent between 1975 and 1990, while total employment only
increased by 33 percent. The motivation for starting a business has
always been very clear; the obstacle has been what to do.

Almost anyone with vision and a spirit of independence
understands the power of self-employment. The difficulty comes in
choosing a specific business. Gone are the days of taking over the
family store or graduating from college with a diploma in one hand
and three job offers in the other. Today people need a new option for
setting out on their own. Diversified cash flow can provide that option.

My own experience in business has shown me firsthand the
frustration people feel. Having started more than 45 businesses in the
past 20 years, I know that anyone with entrepreneurial drive can take
a solid business and make it work; they just need to know what
business is right for them. This book will show you it is both possible
and profitable for anyone to become successfully self-employed. All it
takes is a willingness to work hard, educate themselves in a solid
business and choose that business carefully.

My personal and professional goal is to empower adults to become
successful and effective in their lives. I’ve done this already, through
appropriate training programs, for several thousand new
entrepreneurs, and I plan to do it for thousands more.

By profession I’m an attorney, but at heart I’m an entrepreneurial
educator. At the age of 30, after building my business portfolio to
include real estate investments, a chain of nine sporting goods stores,
the largest institutional athletic distributionship in the state of Florida,



and a multicity commercial law practice, I set out on the financial
lecture circuit to teach Americans how to become successful in
business. I designed and developed the Desktop Lawyer, a set of
audiotapes, manuals and software as a complete compilation of all my
legal documents to enable businesspeople and investors to represent
themselves in business transactions. Meeting so many interesting
people, all eager to make their lives and livelihoods better, eventually
inspired me to establish the Diversified Cash Flow Institute as the first
institution in the nation focused on teaching adults practical
entrepreneurial skills in the diversified cash flow field.

I first began to explore diversified cash flow after I had realized that
cash flow was everywhere. I saw a huge growth potential and
opportunities to profit by helping businesses and individuals meet
unique cash flow needs. In addition to being so potentially lucrative,
I also realized how perfect the business was for home-based, self-
employment opportunities for anyone, anywhere.

With little overhead, no investment and the ability to control one’s
income, becoming a cash flow broker is the perfect solution for those
searching for a profitable self-employment option. This book is meant
to serve as an introduction to the business of cash flow. By no means
do I expect these pages to hold the answers to all your specific
questions about this industry. In the end, there is no substitute for
proper training, preparation and knowledge. Once you complete this
primer, however, you will have a very clear understanding of what it
takes to succeed in the cash flow industry. You will also have a solid
base of knowledge from which you may decide whether or not to
pursue diversified cash flow as a self-employment career yourself.

In any event, I know you will enjoy this easy-to-read book and I look
forward to receiving your comments.

viii
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CHAPTER 1

Starting Your
Successful Business
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You may have already begun to look at ways to start your own
business. Perhaps you are already self-employed and you are looking
to diversify. Perhaps you made an unsuccessful attempt at self-
employment in the last year, but you’re wiser now and ready to try
again. Perhaps you are trapped in corporate America with no hope for
advancement and you’re exploring new opportunities. Whatever your
personal motivation may be, the decision to become self-employed
boils down to three basic options:

#1 Buy a franchise

This is attractive to most people because all the “ingredients” for
success are neatly pre-packaged for you. So if you have the money, I
say go for it. Just realize that upfront costs and franchise fees almost
require you to be independently wealthy before you even start! Plus,
ongoing royalties and licensing fees will put you in a position of having
to pay to conduct your business. The more you make, the more you
pass on to the franchise headquarters. On top of all that, you are
pursuing someone else’s business dream — not your own.

#2 Purchase an existing business

This sounds a little better because after you’ve paid out $60,000 to
$250,000, the business is all yours! That’s right… all yours. And with
the good comes the bad, including all the risk of inheriting unhappy
customers, disgruntled employees, undisclosed liabilities and maybe
even a lawsuit or two. I tend to view buying an existing business like
buying a used car. The car may look good and the price may be right,
but why is the owner so eager to sell it? I’m too skeptical, and
realistic, to find out.

Self-Employment & the Cash Flow Industry
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#3 Start an entirely new business from scratch

Starting your own business gives you the security of knowing what
you have and being in control of the money you spend. However,
starting a traditional business comes with the uncertainties
associated with startup situations — like staying in business through
the initial prerevenue and preprofit stages.

I believe that starting your own business is the only way to secure
your future. The key, however, is to get the proper training and to start
the right business… a business where you don’t have to spend your
life savings (or more) to get started, a business that enables you to
profit almost from day one, and a business that allows you to work at
home, full- or part-time.

The diversified cash flow industry is that type of business.
Diversified cash flow offers significant advantages over other
businesses. Whether you work as a broker or funding source, there is
little overhead involved in starting your business. Both brokering and
investing offer you the opportunity to work out of your home. The
main difference between the two is that a funding source must have
a ready pool of cash to finance a deal. A broker needs nothing to get
started but good training and the commitment to hard work.

In the following chapters I will present the fundamentals of this
industry and show you why so many people throughout the country
are excited about cash flow. While you can’t expect this book to turn
you into an expert, you can expect to learn how trained cash flow
professionals can function profitably as buyers, sellers and brokers
of any of the various types of debt instruments and, therefore,
determine if this is the type of activity you want to be doing on
your own.

Starting Your Successful Business CHAPTER 1
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CHAPTER 2

Diversified
What?



The cash flow industry is built on a simple concept. Anytime a
business or individual is owed money they can opt to collect that
money sooner rather than later by negotiating to receive a reduced
amount from a third party. Any type of cash flow stream, whether it is
an invoice to be paid in 30 days or lottery winnings to be paid over a
period of 20 years, can be sold to a third party for cash. This third
party (known as a funding source) pays the face value of the debt,
less a discount, today for the right to receive the income stream over
a period of time.

Here’s a look at the cash flow industry “players” in more detail:
Seller — The seller is a person who has the right to receive a

payment or a string of payments in the future, but is interested in
selling that future stream of income for cash today. The seller is
sometimes also referred to as the client.

Buyer — The buyer represents a funding source who has capital
available and is interested in purchasing the income stream from the
seller as an investment of their capital. The funding source can either
be an institution or an individual accredited investor.

Broker — The cash flow broker is essentially interested in matching
sellers with buyers. The broker identifies sellers with particular needs
and connects them with buyers prepared to meet the sellers’ needs.
They broker the transaction for a fee.

Perhaps the most exciting aspect of the cash flow industry is how
each of these players clearly benefits and profits from the cash flow
transaction. It is important that you understand how the transaction
works.

1. The seller benefits by receiving a lump sum of cash immediately
instead of staggered payments over the course of the future. This
allows them to make large purchases without having to finance
or pay off large debts. Utilizing the services of a cash flow broker
is often the only means available for them to sell their income
stream in exchange for immediate cash.

Diversified What? CHAPTER 2
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2. The buyer (a funding source) profits long-term as the debt is
collected. You see, the funding source has purchased the income
stream at a discount. This discount is the price the seller pays for
the privilege of receiving cash in advance. In other words, he/she
has given the seller immediate cash, but it is an amount less than
the face value of the income stream. The buyer profits when the
income stream is paid off.

3. The broker, who makes these purchases possible, earns a profit
by receiving a commission from either the buyer, the seller or a
spread on the transaction itself. This commission amount
depends on the funding source, but it is usually a percentage of
the profit earned by the buyer.

If you decide to enter the cash flow industry, it is most likely that
you will flip back and forth between being a broker and a buyer.
Depending on the transaction, you can change your role to increase
your profit — while servicing the seller. The higher profits are made as
a buyer, so when you find a debt that is not too big or cumbersome,
you should invest in it yourself, not broker.

The two most common forms of cash flow brokering and buying
involve private mortgages and business accounts receivable
(factoring). These two well-established businesses represent just the
tip of the iceberg when compared to the many diverse forms of cash
flow streams that can be brokered and bought — structured
settlements, annuities, lottery winnings, automobile paper, mobile
home paper, vendor carrybacks, royalty payments, property leases,
equipment leases, business notes, insurance policies, tax certificates,
bank deposits and instruments, commercial paper and consumer
paper, to name a few.

Although the concept of brokering or buying an income stream at a
discount has been a part of the financial services industry since the
beginning of recorded time, recognition of the various cash flow
businesses as an industry is relatively new. The industry is booming

Self-Employment & the Cash Flow Industry
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with extraordinarily dynamic and rapid growth — ripe with a variety of
self-employment opportunities.

There are five basic categories of diversified cash flow: business-
based, collateral-based, consumer-based, government-based and
insurance-based. Each is unique in its services and market.

Business-based income streams focus on cash flow that moves
from one company to another. This would include everything from
invoices and contracts to purchase orders and business notes. For
instance, a home builder may have a contract to construct a home,
but he won’t receive payment until the job is complete. A cash flow
broker would enable that home builder to receive all or part of the
contracted amount in advance to purchase the materials needed to
complete the construction.

Working with business-based income streams means working with
business owners and professionals. People are attracted to this type
of cash flow because it is relatively easy to develop a long-term
relationship and maintain a steady income by brokering business-
based cash flow.

Collateral-based income streams are rooted in tangible items.
Transactions involving mortgage notes, marine paper (boats),
automobile paper, mobile home paper, equipment notes or leases and
warehouse inventory would all fall under this category. When dealing
with collateral-based income streams, you always have a tangible item
to work with.

Diversified What? CHAPTER 2
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This has a certain appeal to some because it means more control. If
someone doesn’t pay on time you can take the collateral — the car or
piece of equipment — away. For others, dealing with collateral is a
headache they’d rather not have.

Consumer-based income streams involve all debt instruments
being paid to businesses or individuals by individuals. Examples of
this type of income stream include credit card debt, tax certificates,
time-share and vacation clubs, cemetery preneed contracts, student
loans from trade schools and health club/country club memberships.

While some areas of consumer-based income streams are
challenging, most of the income streams found in this category are
very profitable and safe. The sellers of these income streams tend to
be most interested in removing the responsibility of collections from
their business than anything else. They aren’t necessarily having
trouble collecting payment. The types of people owing money on
student loans, health club memberships, etc., generally are the types
to pay a debt on time. The one exception to this, of course, would be
the purchase of bad credit card debt.

Government-based income streams are sold to funding sources
usually because individuals do not want to wait for the government to
pay them. The most popular examples of government-based income
streams are lotteries and tax refunds.

Although purchasing government-based income streams is
sometimes limited by various state and local laws, investing in tax
refunds or lotteries is possibly the safest place for a cash flow buyer
to place their money. Whenever the government is the payor, payment
is guaranteed. The government is definitely going to pay its debt, so
there is no question if the buyer is going to receive their money. The
question is when.

Insurance-based income streams encompass any negotiable debt
stemming from legal proceedings or insurance coverage. Some
examples of this include annuities, trust advances, structured

Self-Employment & the Cash Flow Industry
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settlements, purchase assignments from funeral directors and life
insurance.

Dealing with insurance-based income streams tends to be very
lucrative. There is a strong slant toward professional contacts and
networking with attorneys, physicians, etc. Unfortunately, some areas
of insurance-based income streams are a bit controversial. For
instance, viatical settlements, the advance purchase of a life insurance
policy from a terminally ill individual, has been the centerpiece of
many debates because the funding source can only “cash in” when
the client dies.

Throughout the following chapters, you will learn how to recognize
the specific characteristics of an income stream; what makes it
attractive for buying and brokering; the terms needed to communicate
effectively with clients, funding sources and other cash flow
professionals; and the math and economic principles on which the
cash flow industry is based.

Diversified What? CHAPTER 2
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CHAPTER 3

Finding Your
Cash Flow Niche



Within the cash flow industry there are literally hundreds of areas
you could service. Deciding where to establish your primary niche can
make a big difference in your level of success. If you are able to
position yourself as an expert in an area where no one else in the
cash flow industry has already specialized, then you’ll have an entire
market all to yourself.

You may already have a general idea that one income stream would
appeal to you more than another, but if you decide to actually work in
the industry you will want to set yourself apart by narrowing your
focus even more. Within each broadly defined income stream there
are several types of debt instruments. And, within the several types of
debt instruments, there are many different angles you could take to
provide cash flow services.

To illustrate my point, take a look at business-based income
streams. I can think of five different types of income streams which
fall under the category of business-based income streams. When I
look closely at each one of them, I quickly see several subincome
streams. Take royalty payments, for instance. Anything that can be
licensed produces a royalty payment. So, while I may use the royalty
payments earned by musicians, writers and artists to give you a
general idea of how that type of income stream works, realize that
there are numerous other professions receiving royalty payments
which you could focus on. For instance, engineers who patent
inventions receive royalties, professors who develop course curricula
receive royalties, individuals who register trademarks receive royalties
— I could go on.

Listed below are the broad income stream categories and a few
specific income streams which can be found within each one. This will
give you a general sense of the types of income streams available and
a brief description of how they fit into the cash flow industry. I will not
go into the details and nuances of each income stream, just the
general concepts. As you read them, think of ways you could spin off
from the mainstream and find a niche to call your own.

Finding Your Cash Flow Niche CHAPTER 3
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Business-based income streams

1. Royalty Payments. Royalty payments are monies forwarded to
various artists (musicians, writers, etc.) from publishers, TV
networks, record companies, etc., for the use and sale of the
artist’s material. There is generally a lag between the time royalty
payments are calculated and the time they are received. A cash
flow broker can assist an artist by advancing a percentage of the
royalties due. When the publisher, record company, TV network,
etc., finally pays the artist, the cash flow broker recoups his
investment, along with a profit.

2. Business Notes. A business note is written when money is
owed on the sale of a business. It is much like a mortgage note;
however, the business note encompasses the actual business,
not the real estate where the business is located. Cash flow
brokers become involved with business notes when the seller of
the business wants to receive full payment immediately, rather
than monthly payments over the next several years.

3. Invoices. An invoice is generated when a business has provided
products or services to a customer. The business can wait 30 to
90 days for payment of the invoice from the customer or it can
receive immediate payment by selling the invoice to a cash flow
buyer. The cash flow buyer will advance the business a
discounted amount of the invoice. When the customer pays the
invoice, the buyer receives a profit.

4. Purchase Orders. Companies issue purchase orders as a formal
agreement that a specific job is going to be done for a specific
price. When a purchase order is generated, businesses may need
money in advance to do the actual job being ordered. Businesses
in this situation can sell their purchase order in a similar way that
they could sell an invoice as previously described.

5. Contracts. A contract is treated the same as a purchase order. In
general terms, a purchase order is usually generated when an
actual product is being made, while a contract is generated when

Self-Employment & the Cash Flow Industry
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the “product” is more of a service. For instance, a computer
consultant may have a $50,000 contract to set up a new system,
but he wants to receive all or part of that money before the job is
complete. A cash flow broker can help him receive the money he
wants in exchange for payment when the contract is paid.

Collateral-based income streams

1. Property Leases. Income generated from rent on property or
leases can be filtered through a cash flow buyer if the owner of
the property wants their cash sooner rather than later.

2. Certificates. When a property owner does not pay taxes on the
property, the government has the right to auction off a tax
certificate. The seller is the government and the payor is the
owner of the property. Funding sources bid on the certificate and
the one bidding down to the lowest interest rate wins. The
certificate is then held as bond against the property.

3. Automobile Notes and Leases. Used car lots are popular places
to find car paper. Car paper consists of the income stream
generated when a customer buys or leases an automobile
directly from a car lot or an individual. Companies selling or
leasing cars often provide immediate financing to their
customers. Oftentimes, they decide to sell the income stream to
a third party so they can have their cash upfront and not worry
about collecting payments from the car buyer or lessor.

4. Recreational Vehicle and Business Vehicle Notes and Leases.
Companies that lease or sell high-priced items such as RVs,
delivery trucks, business vans, etc., generate collateral-based
income streams. The businesses and individuals who use these
expensive vehicles make regular payments directly to the sellers.
This payment stream can be sold to a cash flow buyer for a
discounted price. As the payors continue making payments, the
cash flow buyer makes money.

5. Marine Notes and Leases. Yachts, water ski boats, and fishing
boats are all forms of marine collateral-based income streams. If

Finding Your Cash Flow Niche CHAPTER 3
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a boat owner or boat manufacturer decides to sell or lease a
boat, an income stream is started. The buyer, or lessor, makes
payments over time to the seller which could be sold to a cash
flow buyer in exchange for immediate cash.

6. Aerospace Notes and Leases. This category refers to income
streams generated through the sale of airplanes, helicopters,
blimps, etc. The cash flow concept is similar to marine paper in
that when a plane is sold or leased, the seller has generated a
stream of income. Payments toward ownership of the plane or
the payments on the lease can be sold to a cash flow buyer at
a discount.

7. Mobile Home Notes and Leases. Similar to property leases and
mortgage notes, mobile home paper can be brokered or
purchased by a cash flow professional. When a person owns a
mobile home and they lease it, the payments they receive on the
lease can be sold to a cash flow buyer. Similarly, the payment
stream on a promissory note issued on a mobile home can be
sold to a cash flow buyer.

8. Equipment Notes and Leases. Promissory notes and leases
secured by equipment create another opportunity for a collateral-
based income stream. Farm machinery, office equipment and
construction equipment are all examples of items which are
usually leased or paid for over a long period of time. The seller or
owner of the equipment can decide to sell the income stream
generated by payments from the individuals or businesses using
the equipment to a cash flow buyer.

9. Vendor Paper. When a vendor sells a tangible item (anything
from tires to refrigerators) to businesses or individuals and
finances the sale himself, the vendor is a potential cash flow
client. For instance, if a vendor sells a $10,000 copier to a
business and the business pays $2,000 and gives an $8,000
promissory note, then the cash flow professional has an
opportunity to broker or buy the $8,000 promissory note.

Self-Employment & the Cash Flow Industry
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10. Real Estate Notes and Mortgages. Individuals collecting
income from a private mortgage may sell their mortgage note to
a cash flow buyer. The cash flow buyer can pay a discounted
amount of the balance due on the mortgage to the seller. The
cash flow buyer can pay a discounted amount of the balance due
on the mortgage to the seller. The cash flow buyer then collects
the income stream and makes a profit.

Consumer-based income streams

1. Credit Card Debt. Banks which have charged off bad credit card
debt often sell the debt at a very discounted price to funding
sources who think they can collect the debt from the credit card
holders. This can be very profitable for the funding source if they
are successful.

2. Student Loans. Vocational, technical and trade institutes such as
beauty schools, truck driving schools and bartending schools are
owed tuition from students. That income stream of tuition
payments can be sold to a cash flow buyer at a discount. The
cash flow buyer would take responsibility for collecting the tuition
and therefore earn a profit.

3. Memberships. Health clubs and country clubs receive monthly
dues and annual membership fees from their members. The
income stream of dues and fees can be sold through the cash
flow industry much like student loans.

Government-based income streams

1. Lottery Winnings. Lottery winnings are the most high-profile of
income streams paid by the government or government-like
entities. The laws vary from state to state on their types of
income streams. For example, many states have, in part,
prohibited the assignment of lottery winnings. These laws have
been challenged by aggressive cash flow buyers and in most
cases they have the right to buy the winnings.

Finding Your Cash Flow Niche CHAPTER 3
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2. Tax Refunds. Each year many people are owed tax refunds by
the government. Instead of waiting for a check from the IRS, an
individual can receive a discounted refund from a cash flow
buyer. When the refund arrives from the IRS, the cash flow buyer
earns a profit.

Insurance-based income streams

1. Annuities. An annuity is a contract sold by life insurance
companies that guarantees a fixed or variable payment to the
annuitant (purchaser of the annuity) at some future time, usually
retirement. The annuitant can receive their payments in advance
by selling the annuity to a cash flow buyer.

2. Workers’ Compensation. If a person is owed money from an
insurance company for workers’ compensation, they can opt to
receive the money more quickly by receiving money from a cash
flow buyer. When the insurance company pays the claim, the
cash flow buyer collects the payment.

3. Viatical Settlements. A person with a terminal illness can sell
their life insurance policy to a cash flow buyer to receive cash
today. They may need money to pay for medical bills, make
advance arrangements for their funeral or enjoy their last few
years/months. The cash flow buyer only forwards them a
percentage of their entire life insurance policy and makes a profit
when the seller dies.

4. Structured Settlements. A court order between two parties
involving the transfer of money is a perfect opportunity for cash
flow brokers and buyers. If a married couple goes through a
divorce and the judge orders the husband to make annual
payments to his ex-wife for child support, the ex-wife can go to
a cash flow buyer to receive the child support in advance. When
the ex-husband makes his payments, the cash flow buyer makes
money.

Self-Employment & the Cash Flow Industry
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5. Inheritances. It usually takes about nine months for an individual
to collect an inheritance. The executor of the will must complete
the necessary paperwork and appraisals. Then the will must go
to probate court for a stamp of approval before any inheritances
are released. An individual expecting an inheritance can go to a
cash flow buyer for a discounted advance on the money they are
expecting. In exchange for providing money upfront, the cash
flow buyer receives the inheritance when it is released.

Finding Your Cash Flow Niche CHAPTER 3
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CHAPTER 4

Your Future
in Cash Flow



As a constantly expanding industry, the business of cash flow not
only keeps up with the marketplace, but actively assists its growth.
There are countless opportunities to increase personal enjoyment or
professional efficiency by improving cash flow.

Today cash flow brokers continue to enter into numerous new
markets, from viatical settlements to sports contracts to government
invoices. They are involved with companies making everything from
medical supplies to toys. They are involved with individuals who have
an immediate need for cash as well as individuals with an immediate
resource to provide cash. You name it, a diversified cash flow broker
can be involved.

The current trend toward international trade will create an even
greater demand for cash flow brokers, at home and abroad. Increasing
worldwide demand will eventually mean broadening markets to
satisfy more people and businesses. The need for cash flow brokers
and their services is expected to escalate.

Cash flow brokers meet a variety of needs

Professional Needs

By playing a significant role in the expansion of many small and
medium-sized companies, diversified cash flow will continue to make
an important contribution to the growth of business. As banks
continually make it harder to qualify for loans, small and medium-sized
businesses will find themselves with limited growth potential.
Businesses need money to grow and a cash flow broker can provide
that money. By selling invoices, contracts, purchase orders, etc.,
businesses can receive the money they need to grow.

From another perspective, businesses bogged down with the
responsibility of collecting payments toward tuition, credit cards, etc.,
need cash flow brokers for a different reason. They are interested in
having someone buy their income stream for the cash and for the
freedom of not having to deal with the paperwork and hassles of
collections anymore.
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Personal Needs

Like businesses, individuals primarily sell their income streams to
get cash. Their reasons range from wanting to send a child to college
to needing to settle estates or divorces. They are willing to forego a
relatively small, but steady, income stream throughout the future for a
single, large lump sum of cash today.

On occasion, it’s not cash someone is interested in. With collateral-
based income streams, people often sell the income stream
generated from mobile home notes, marine paper, and mortgages for
peace of mind. Selling their notes means no worry of default or
devaluation of the item. No collection hassles. They also no longer
have federal and state tax reporting requirements to comply with and
no monthly collection responsibilities, and they get immediate access
to their cash.

To broker or to invest… that is the question

Brokering Provides Flexibility

Brokers are the people who connect clients with funding sources.
In many ways, the broker’s job is much simpler than the funding
source’s. Brokering doesn’t involve significant startup costs, financial
risk, collections or much paperwork. As a broker, once you ensure that
the client’s package is in order, including a complete application and
paperwork for the debt instrument in proper form, and is received by
the funding source, much of your work is done.

Cash flow brokers concentrate much of their effort on screening
potential clients. By either speaking on the phone or visiting them in
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person, you will qualify a potential client in advance to make sure that
your services are right for them. If all checks out and the client
decides to sell off all or part of their debt instruments, the broker must
find a suitable buyer and structure the deal. The broker’s main function
is to understand the objectives of the client and then find a buyer
prepared to meet the client’s objectives.

Commission structures vary depending on the funding source and
the type of income stream being brokered. Some companies pay a
commission on the face amount of the debt instruments collected,
ranging from .5 percent to 1 percent. Others pay a percentage of their
fee, usually from 5 percent to 15 percent.

The risks involved for brokers are small. The due diligence that
funding sources complete is extensive and does a good job of
reducing the likelihood of nonpayment. Through hard work, vision
and persistence, brokering can provide any entrepreneur with an
opportunity to reach whatever professional goal they set for
themselves.

Cash flow investing: higher risks, higher rewards

Working as a cash flow funding source involves significantly higher
financial rewards than brokering, but it also has higher risk. Funding
sources who don’t complete their due diligence on a conscientious
basis invite serious problems. Taking care of those problems before
they occur requires legwork.

As part of their due diligence, funding sources must check
everything relevant to the potential client’s income stream. This may
include running a credit check on payors, obtaining documentation
from appraisals, drawing up contracts — whatever it takes to
minimize risk.

Depending on the type of income stream, investors also must know
something of bankruptcy laws, setoff, liens and any other possible
conflicts that can arise over goods and materials. Knowledge of these
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areas, combined with the use of well-prepared forms and contracts,
can often prevent potential problems.

If you choose to be a cash flow funding source, it’s your money on
the line; when you’re a broker, it’s someone else’s money. Brokers are
always careful because their income is based on the success of the
deal, but it makes sense that the investor, the person standing to lose
or gain the most, takes the real responsibility when it comes to
researching a deal.

Working with cash flow is like any other business

As in any other industry, entering the cash flow industry as a broker
or buyer means covering the startup costs of your new business.
Being a broker requires brokerage startup capital. Being a buyer
requires arranging a revolving line of credit with a bank or using the
purchased income streams as collateral. Ironically, cash flow
companies often find it easier to obtain credit on income streams
than do the clients who sold them.

If you plan to operate as a cash flow funding source from the start,
it’s a good idea to maintain 20 percent to 30 percent of your cash
as a cushion, using the other 70 percent to 80 percent for investing.
If you don’t have the funds to invest in the business and have little
borrowing power, it would be best to begin doing business as a broker
until your financial position improves. That’s a perfectly good way to
enter the world of cash flow, learn the ropes and then progress to the
next level with the added advantage of experience and a ready pool of
earned cash.

No money is borrowed or loaned in diversified cash flow. The
funding source receives a fee equal to a percentage of the income
stream purchased. That percentage is determined by the risk, size and
average turnover of the income stream. For example, a funding
source’s commission would be smaller when advancing money on a
trust fund which is guaranteed to become payable in one year, than it
would be when more risk and time is involved.
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Cash flow funding sources, like all businesses, try to minimize their
risks as best they can. Before buying the income stream, the funding
source conducts thorough research on the client and their income
stream. But, since this isn’t a financing situation, the creditworthiness
of the client isn’t the real issue. The real issue is the strength of the
income stream being sold.

In many cases the risk is small. For instance, if you purchase
Steve’s annuity because he doesn’t want to wait until his retirement
to receive his money, you can feel confident that the insurance
company Steve used to purchase the policy 20 years ago will pay you
when the annuity matures.
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Case Studies



Let’s review a few examples to further illustrate the process of
work in the cash flow industry.

Case Study #1

Three months ago, Tim decided to open a copy center. He diligently
saved enough money to rent space and buy supplies, including the
purchase of five top-of-the-line copy machines, in order to open his
business. These purchases emptied out his bank account, but for
some reason Tim didn’t care because he wanted to personally own
everything in his copy center.

It didn’t take him long to realize a few mistakes he made.
Technology was changing so quickly that his copiers were going to be
outdated in another year. In buying the copiers, Tim had no reserve
cash left to help market his business. In the end, Tim decided that
insisting on owning all the copy equipment just wasn’t logical.

As a last effort, Tim opened the phone book and found a listing
for Carl, the Cash Flow King. Carl’s phone book ad stated that he
specialized in commercial equipment leasing — a collateral-based
income stream. After reviewing Tim’s business, the ownership
documents and warranties for the copiers, Carl agreed to work with
Tim on a deal. In essence, Tim “sold” the copier ownership papers
to Carl. Carl, in turn, “bought” the copiers and gave Tim a lump sum
of cash.

Tim came out ahead because he received a lump sum of cash
needed to give his business a “jump start.” He is now making
equipment lease payments to Carl. Carl also came out ahead because
he has structured the payments to make money from Tim’s monthly
leasing fees. If Tim decides to upgrade, Carl can lease Tim’s old copier
to another company and purchase a new copier for Tim while
increasing his monthly payments.

Case Study #2

John and Peg Murphy own a two-bedroom condo on New Smyrna
Beach in Florida. Every November the Millers, “snowbirds” from
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Canada, rent out the Murphys’ condo for $1,200 per month. They stay
at the condo through March, so their rental bill totals $6,000.

In September, John Murphy was squeezed out of middle
management and laid off from his job. He quickly realized that it would
not take long for him and his wife to run out of savings. Because of
his higher-than-average salary expectations, John knew that it could
potentially take several months before he found employment. With a
mortgage and his son’s college tuition to pay, John knew he had to
liquidate some of his investments quickly.

So, John called his accountant, who referred him to Kevin, a cash
flow specialist. After talking to John about his situation, Kevin saw an
easy way for John to get the cash he needed without having to give
up any of his investments. He suggested that John sell the rent on
the condo. He could accept $5,400 from Kevin immediately and let
Kevin receive the monthly rent checks from the Millers. By the time
the Millers returned to Canada, Kevin would profit $600 for his
services.

Case Study #3

Jill is the struggling owner of the Hillbrook Country Club. The club
has a solid base of members, but there has not been any membership
growth in years. Jill did some research on her competition and
concluded that if Hillbrook added a new three-lane swimming pool,
membership would triple.

Everyone agreed that her idea was a winner, so she signed a
contract with a company to construct a swimming pool. The pool
contractor required prepayment for 25 percent of the job, which in this
case equaled $5,000. Unfortunately, Jill did not have $5,000 to pay at
this particular time. You see, membership dues were collected
quarterly and toward the end of the quarter, the country club accounts
were usually very low. The pool contractor could just wait until after
Jill received next quarter’s membership dues before beginning
construction, or Jill could go to a cash flow broker.
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By going to a cash flow broker, Jill could sell the future income
stream of membership dues at a discount in exchange for cash today.
She could pay the pool contractor sooner, boost membership sooner
and, therefore, make more money sooner. The cash flow buyer and
broker would also come out ahead because when the membership
dues were paid they would receive a profit.

By now, you have a very basic idea of the different roles a cash flow
broker can play. So, the next logical question is, where do you find the
Tims, Murphys and Jills of the world? The answer is marketing.
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CHAPTER 6

Marketing
Means Business



The success of your cash flow business hinges on one word:
marketing. The single most effective choice you can make to create
success is to let everyone know what you do.

In this business, marketing closely resembles educating. Most
people, even businessmen, have never heard of diversified cash flow,
so there is a definite curiosity value in just mentioning what you do.
Use this to your advantage. Talk about diversified cash flow to
everyone you know and take their blank stare as an invitation to
explain what you can do for them.

Good prospects

First, you need to identify whom you want to market to. Your
decision to target particular segments of the cash flow market will
dictate your marketing strategy. Once you determine what kind of
cash flow you are seeking, you can determine what kind of cash flow
holder to look for. For instance, by focusing on insurance-based
income streams, your marketing efforts will heavily target attorneys
because they are going to know who holds insurance-based income
streams.

Common sense will point you in the direction of where to find good
prospects. After just a few minutes of brainstorming, you can come
up with a list of criteria to guide your effort. Imagine that you have
decided to focus on business-based income streams. You would most
logically conclude that prime client candidates are small to medium-
sized companies who are growth-oriented, having trouble making
payroll, young, lacking adequate bank funding, having tax problems,
working through a bankruptcy, lacking a net worth or in need of
additional working capital.

The only types of businesses that do not make good candidates for
your services are cash and carry outlets such as grocery stores.

Marketing strategies

There are many marketing strategies that can work for you. A good
rule of thumb to follow is to play to your strength. If you hate speaking
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in public, direct mail may work better for you. If you dislike paperwork,
get out and network in person. Formal advertising is a great tool, but
it’s got to be backed up with plenty of word-of-mouth, lots of phone
calls and volumes of letters to prospective customers. Marketing
strategies you may consider include:
Professional Networking. The best way to locate clients is by

building a network of professionals who encounter businesses that
fall into the categories of prime cash flow candidates. Groups of
professionals you might want to cultivate include bankers, attorneys
and accountants. Again, think of your target and focus on them. If you
just want to purchase viatical settlements (life insurance policies of
the terminally ill), you would network with physicians, various disease
support groups, etc.

In general, bankers are in an ideal position to refer business to cash
flow brokers. Most of the companies in need of cash flow help have
already been turned down for a bank loan. Similarly, accountants have
firsthand information that enables them to know which of their clients
are most likely to need your services. County-level tax collector’s
offices can locate excellent leads for you if you are interested primarily
in purchasing tax certificates.

Don’t be afraid to pay referral fees to those who generate leads for
you, at least when it is ethical. In the long run, it is more than worth
the cost.
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When approaching another professional about your cash flow
services, never assume that he understands the concept well. One
good way to educate without offending is to preface your remarks
with: “As I’m sure you already know…”
Yellow Pages. This is a good place to advertise your services.

Check your local directory. You can place your ad under “Cash Flow
Brokers” or “Finance Companies.” In a big city, your ad will be next to
your competitors. Make sure that yours stands out with a stronger
message and clearer presentation. In a small city, the only other cash
flow listings may be 800 numbers, which gives you the distinct
advantage of being the only local provider of your services. Make sure
you point that out in your ad.
Business or Trade Journals. There are several advantages to

advertising in these papers rather than your local daily. First of all, you
can target your message to a distinct market — one in which you may
have specific expertise. Second, the cost is much lower than
purchasing ad space in a daily newspaper.
Business Cards. This is the least expensive and most effective

advertisement you have if you use it well. Avoid the mistake of cards
that look fancy or are printed on Day-Glo orange stock. A business
card should project the image of a professional and instantly deliver
the message of what you do for a living. Once you have your cards,
use them! Hand them out freely at social functions; leave them in
restaurants and on bulletin boards. The more people who know what
you do, the more business you will ultimately have.
Group Meetings. Every community has weekly meetings of the

Rotary Club, Lions Club, Jaycees, etc. Here is an ideal opportunity to
get your message across to more than one person at a time. You will
have a captive audience of people who are interested in what you
have to say. And you’ll probably be the first cash flow broker who has
ever been presented to these people.

Program chairpersons of these organizations struggle to come up
with speakers every week. They will be more than happy to put you
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on the speaker schedule once they learn that you have something of
unique interest to present to their membership.
Public Relations. PR is a much more cost-effective marketing tool

than advertising, simply because it has few hard costs associated
with it. You don’t need to hire a PR firm to get your message out to
your public. A little common sense and a good working knowledge of
the English language are all that you need.

Try booking yourself on TV and radio talk shows as a guest.
Producers are constantly looking for interesting guests and topics.
Send a press release to your local newspaper announcing the fact that
you’ve opened a business. Keep it short and to-the-point and describe
what you do and how it works. Volunteer to write a small-business
column for a local community weekly.
Direct Mail. Establish lists by looking through the yellow pages or

purchase lists from a direct mail shop. Lists become more effective if
you target them to focus on the market you want to reach. You can
target your lists geographically (businesses within a 50-mile radius
from your home) or by industry (medical, manufacturing, etc.).

The secret to a successful direct mail campaign is to be noticed.
Experiment with postcards, letters, invitations, hand-written notes,
anything that will distinguish you from the rest of the mail your
prospects receive each day. Put together a plan of action for your
mailings with a series of four to six pieces to be sent to each group of
names over a predetermined time period.
Telephone. Many people have a subconscious fear of using the

phone and dislike the idea of picking up the phone to make a contact
call. But used effectively, the phone can be your most valuable
marketing tool. Again, depending on your preference, you can make
cold calls directly from the phone book or target your phone campaign
by obtaining membership directories, office building directories, etc.

Remember, no matter what method or combination of methods you
choose, the goal is to get your message across. Identify your market
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and then inform them. It’s an ongoing process that will never stop in a
successful business.

Retention makes a difference.

It is a lot easier to generate repeat business than it is to generate
new business. Keep this in mind after a deal is signed. Stay in touch
with your clients on a regular basis, send a card or note periodically,
take your clients to lunch. Maintaining close contact with your clients
can also mean gaining referral business and a lasting professional
relationship.

Use your newfound familiarity with an industry to open doors with
other clients in the same industry. Let’s say you closed a deal with an
NBA rookie and advanced him $2.5 million on his five-year $3 million
sports contract. If the transaction went well and the rookie is happy,
you stand a strong chance of working with several rookies next year.
Once you recognize the potential in a particular industry, it is easier to
present the benefits of cash flow services to others.

Another example is the printing industry, a business-based income
stream. Printers need good cash flow to purchase supplies in large
amounts, such as ink, paper and equipment. Printing customers are
invoiced after receiving their product. The lapse between delivery and
payment can make it difficult for printers to purchase the supplies
needed for the next job. Your services can be a lifesaver for printers
who struggle to maintain inventory and have a high volume of
business. Once you work with a printing business, you can approach
other printers with confidence and a degree of understanding of the
way their business operates. Your knowledge will create new clients
in the same industry.

A happy client is the best advertisement you can have. Clients
usually offer referrals among their own industry or group of
acquaintances once they see how beneficial a cash flow broker is. If
you are good at what you do, the referrals will follow. A good
professional reputation is your biggest asset.
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Once you’ve found a potential client, you must present your
services in a way which will interest the prospect enough to sell their
income stream.

Obtaining credit in general, and business credit in particular, has
become increasingly complicated and difficult. In fact, for many
people, it has become downright impossible. Lending standards and
requirements are now more stringent than ever and personal
guarantees are almost always required. Traditional lending sources are
often unable or unwilling to provide all of the financial assistance
needed by a business. That’s where a cash flow broker or funding
source comes in. You can sometimes solve problems for an individual
or business with nowhere else to turn.

To find out if cash flow assistance can help a prospective client, ask
them if there are items they’d like to buy or trips they’d like to take but
can’t because their money is tied up in trust funds, contracts,
collateral, etc. Ask them if they could save more money by paying off
current debts than if they continued receiving small installments on
their income stream. Ask them if their business could be more
efficient if the functions of collecting difficult debts were removed.

If your prospect answers “yes” to any of these questions, then
there is a good chance your brokerage services could be beneficial.

Financial and mental relief

Cash flow can provide much-needed relief to businesses and
individuals. In one respect, businesses can receive advance funds
against invoices or contracts that can increase sales and profits, pay
bills, or buy needed inventory and supplies. It can sometimes make
the difference between shutting the doors or remaining open for
business.

In another respect, businesses, like trade institutes burdened with
collecting tuition from student loans or car dealerships buried in
financing paperwork, can use a cash flow broker to eliminate a time-
consuming function of their accounting departments. By selling their
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debt through a cash flow broker, the business can remove the
responsibilities surrounding collection of the debt. They won’t have to
worry about sending invoices or collecting payment. Using a cash flow
broker can increase productivity and actually increase the profit
margin for a business.

From yet another angle, cash flow brokers can provide mental relief
to people strained with the responsibility of collecting money owed
on a variety of debt instruments. They may not just be interested in
the lump sum of cash, but they are interested in someone removing
the hassles.

Beating the competition: bank financing

It’s true that national and state-chartered banks are entering into
the diversified cash flow industry. However, banks have a built-in
disadvantage because of their limited ability to purchase
nonconforming paper. Furthermore, bankers usually lack the training
and experience of the new breed of cash flow brokers. These
limitations can make bank financing unavailable or unsuitable for the
needs of most income stream sellers. Plus, a bank cannot usually
meet the needs of someone wanting to sell the headache of
managing an income stream.

The largest difference between banks and cash flow brokers is that
banks originate repayment obligations. Unlike cash flow brokers, they
do not purchase debt obligations already created unless they are
building a portfolio to broker. The privately held debt instruments sold
through cash flow brokers are of no interest to a bank because they
do not fit within the parameters set for their portfolios, usually
dictated by the public, secondary marketplace.

With diversified cash flow, people can sell off any amount of their
income stream. A lottery winner can sell half of their winnings to buy
a mansion right away or they can sell all of their winnings to buy
mansions for every member of the family — whatever they choose. It
is easier to adjust the amount through a cash flow broker as opposed
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to traditional bank financing. Diversified cash flow is flexible and
immediate.

Cash flow brokers have the flexibility to make quick decisions and
act on those decisions without delay. Most traditional banks and
financial bureaucracies will not buy privately held, nonconforming
paper. Without interested banks, cash flow sellers are lucky to have
cash flow buyers and brokers at all.

In addition to the reasons stated above, cash flow brokers have two
advantages over other financial service companies — the ability to
provide personal service and a loyal customer base.

Whether alone or with a small professional staff, a cash flow broker
maintains constant contact with his client and with the client’s
customers. For instance, you may want to limit your market to those
within an hour’s drive to provide excellent personal service. This
arrangement promotes and maintains a sense of goodwill far superior
to normal seller-client relationships. The ever-expanding network of
brokers enables a funding source to provide that personalized service
virtually anywhere his clients do business.

Once clients enter the cash flow market, the personal service and
professional relationship keep them there. In many instances, there
simply is no other source or no better source of working capital for
those individuals and companies in need of cash flow aid. The stable
and loyal customer base gives the cash flow industry a platform to
launch into growth areas.

Selling advantages

Improving cash flow can be a valuable tool for any business or
individual. It can provide more cash than may be available from other
sources. It furnishes a continuous cash flow without the requirement
of periodic payments or interim payoffs. Cash flow offers increased
access to cash, cuts down on the red tape and paperwork required by
traditional financing and is more flexible.
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Still, some people may have reservations about using a cash flow
broker. Prospects who are unfamiliar with diversified cash flow tend to
compare its cost with the cost of a bank loan. In doing so, they are
considering only one of the benefits of factoring: the “use of money.”
A more realistic assessment can only be made after analyzing the
“true cost.” In order to measure the true cost for a particular client,
you must look at all the benefits.

Although each income stream has unique benefits, here is a list of
benefits common to almost any service you, as a cash flow broker,
can promote to close a deal:
Professional collections. A good cash flow broker will handle

collections more professionally and productively than the client.
Take advantage of early payment discounts. Cash flow

assistance may allow clients to take advantage of early payment
terms offered by their banks, credit card companies and suppliers. If a
client can save 2 percent of his cost because he has the cash to pay
the bills within 10 days, this can significantly reduce the true cost of
cash flow assistance.
Take advantage of volume discounts. If clients can buy in greater

volume from suppliers because of improved cash flow, they will likely
save even more money, another positive impact on the bottom line.
Don’t incur any debt. This is not a loan. Therefore, the client is not

incurring any debt.
Helps build credit. Once clients receive their lump sum of money

and they have adequate cash flow, they can begin to pay off their
credit card bills, mortgages, etc., to improve their credit.
It’s easy and fast. The application required to establish a cash flow

relationship is much simpler than any other form of financing. Clients
are not required to turn over tax returns, personal financial
statements, business plans, projections, etc. Financing usually occurs
within a week or so of receipt of contracts. How many banks do you
know that can operate that quickly?
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Leverage off the credit of the income stream payor. A company
or person does not need to be creditworthy to use a cash flow broker.
Concentrate on other things. The business owner often spends

more than half his time on collections, administration, bookkeeping,
fending off suppliers, searching for capital, etc. Cash flow assistance
frees him up to concentrate on marketing, sales and expanding his
business.
No geographical limits. A cash flow broker and funding source

can work with a client in any part of the country, and that client can
have customers spread out all over the world.
Credit screening. A cash flow buyer will provide credit information

on new customers for a client, which enables him to make better
credit decisions.
Credit monitoring. A cash flow buyer provides ongoing credit

monitoring of existing customers to make sure there is no significant
diminution in their credit status.
Guaranteed immediate payment. A cash flow buyer guarantees

immediate access to funds which would have otherwise been held
until a future time.

Selling your services as a broker

What if a client asks why they should work through you, a broker?
Why not go directly to a large funding source?

The biggest advantage to using a professional cash flow broker is
your service. The fact that you provide cash flow services at all should
make you extremely appealing to a seller. Imagine for a minute that
you own an equipment shop and you sell your merchandise with
leases or vendor carryback paper. Suppose you sell a $50,000 copier
for $20,000 down and $30,000 in promissory notes to be paid over
three years at 12 percent interest. Where can you go to receive that
$30,000 in advance? No one, other than a cash flow broker, can
help you.
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Furthermore, the kind of personalized service you can provide gives
you the decisive edge and can be the reason for your future success.
You can accommodate a client by making decisions on the spot. You
can provide funding within a short time once a client is signed up.

Another advantage is your flexibility. Large investment firms operate
under rules, just as any corporation must. You have the freedom to
bend or break your rules and to make up new rules as you go. As a
result, you may be able to assist clients in unconventional ways.

Your status as a free agent means that you can review the various
investment companies and choose the one that can best meet your
client’s needs. Your proximity to the client means that you can
physically be there to assist with the approval process and you can
personally monitor the first few transactions to be sure that things
run smoothly.

Once a client is sold on the benefits, it should be simple to sell that
client on the benefits of working with you. If you believe in yourself
and the services you offer, you will present yourself in a positive,
professional manner that inspires confidence.
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Whether you are a broker or a funding source, diversified cash flow
offers the kind of returns that few, if any, other businesses can match.
To fully understand why everyone is excited about this business, you
need to take a closer look at the numbers yourself. Numerically
speaking, cash flow is really simple. If you’ve ever taken a high school
math class, the calculations will be a piece of cake for you.

So far in this book we haven’t played with many figures. We’ve just
said that a cash flow broker buys income streams for a fraction of
their face value. That fraction, 70 percent for example, is based on the
various risks taken by the funding source and the amount of time until
the income stream is paid. There’s no doubt that the funding source
and broker both make a good return. The question is, how good?

Money has a changing value

The concept of money today versus money tomorrow has its roots
in the economic concepts of the value of money. If you are given the
choice between receiving $100 today or $100 next year, the obvious
choice is today, for two reasons: inflation and interest rates.
1. One hundred dollars today can be invested, even at a fairly

conservative rate, and turned into a larger amount next year.
Waiting until next year to receive your $100 deprives you of the
ability to generate an income from the money.

2. Inflation will also make the delayed payment less attractive (in
this instance, where the payments are the same amount).
Inflation “eats away” at the value of buying power of money.
When inflation is high, people want to spend their $100 right
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away because they will not be able to buy as much with that
same $100 a year later.

Entire textbooks and courses are dedicated to explaining how and
why inflation and interest rates change. At this point, you do not need
to be concerned with the hows and whys; you just need to
understand the concept that over time, the value of money changes.
The basic concept of investing is to use your money to make more

money. Most people think of this as saving money in some sort of
interest-bearing account or buying a financial instrument such as a
stock, bond or other security. When funding sources “invest” their
money in invoices, they are buying the assets of another company.
When they do this they receive a rate of return far superior to that of
a traditional investment vehicle.

Financial functions

There are several basic financial functions used in calculating the
changing value of money. As you review some of these items, focus
on the general concepts that they illustrate. It will be easier to apply
them to specific situations later.
The future value of money — You have $1,000 deposited in the

bank today. What will be the value of that money in five years? Given
that you are earning 5 percent interest, you can expect to have
$1,276.28 in five years.
The important thing to note is that the $1,000 does not earn

5 percent every year — only the first year. The second year you earn
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Year 1 $1,000.00 + 5% interest on $1,000.00 = $1,050.00

Year 2 $1,050.00 + 5% interest on $1,050.00 = $1,102.50

Year 3 $1,102.50 + 5% interest on $1,102.50 = $1,157.63

Year 4 $1,157.63 + 5% interest on $1,157.63 = $1,215.51

Year 5 $1,215.51 + 5% interest on $1,215.51 = $1,276.28
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