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All rights reserved. No part of this book may be reproduced or 
transmitted in any form or by any means, electronic or mechanical, 
including photocopying, recording or by any information storage 
and retrieval system without written permission by the publisher, 
except for the inclusion of brief quotations in a review. 
 
This publication is designed to provide accurate and authoritative 
information in regard to the subject matter covered. It is sold with 
the understanding that the publisher and author are not engaged in 
rendering legal, accounting or other professional services. Please 
discuss any strategy or idea in this book with competent 
professionals to ensure they are appropriate for you based upon 
your personal circumstances. 
 
Investing in real estate involves risk, including the potential loss of 
principal. Real estate investment is subject to many factors, 
including market pricing, interest rates, supply and demand, taxes 
and your management and skill as an investor. There is no 
guarantee that your investment objectives will be achieved. Past 
performance is not indicative of future results.  
 
 
 

 
 

 
 
 

 



DividendRealEstate.com 
Copyright 2016. ©. All rights reserved.     

How You Can Use Real 
Estate to Save $100,000 on 

Your Child’s College 
Education! 

 
The cost of a college education has skyrocketed. According to the College Board, the 
projected cost for a four-year degree in 2016 is $134,600 for a private college, and 
$39,400 for a public in-state college. These costs do not include room, board, books, 
supplies, equipment or transportation. These additional costs will double the total cost of 
a four-year degree. 
 
Estimated private school total cost    $270,000 
Estimated public in-state school total cost  $80,000 
 
Multiply these estimated total costs by the number of children you have, and you’ll 
quickly see how expensive college may be for your family. This is why the Wall Street 
Journal reported that students graduating in 2015 from public schools have an average 
student loan balance over $35,000:  
 
 
 
 
 
 
 
 
 
 
  
 

Source: Mark Kantrowitz / WSJ.com 
 
“Not only is debt rising, but almost 71% of bachelor’s degree recipients will graduate 
with a student loan. College is becoming less and less affordable, though it’s still just as 
necessary.” 
 
In the graph, notice the significant increase in average debt per borrower from 1993 
through 2015. In 22 years, the average student loan balance per borrower has more than 
tripled. If this trend continues, this would bring the average student loan balance per 
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student to $100,000-$108,000 in 2035, which may apply to you if your children are 
younger. 
 
When we borrow money to buy anything (even a college education), we are spending our 
future income today. This obviously means we’ll have less future income, as this future 
income must be used to repay what we’ve borrowed plus accrued interest. Young adults 
spend tens of thousands of dollars of their future income with one pen stroke on the 
student loan agreement.  
 
Breitbart.com recently reported that over 27% of student loans are in default. And those 
defaults come with severe consequences: trashed credit, wage and tax refund 
garnishment, an inability to renew professional licenses or enlist in the military and more. 
Worse, student loans – unlike most any other kind of debt – cannot be discharged in 
bankruptcy. 
 
Most young adults don’t know the real consequences of a default on student loans. 
According to Forbes, “If you go into default, it could affect your ability to borrow money 
for a car, to rent an apartment, or buy a home. You might even be surprised to find that 
you could have trouble signing up for utilities, homeowner’s and auto insurance rates 
could be higher, or you might not be eligible for a cell-phone plan.” 
 
It’s a serious problem with severe consequences. What’s more, if you co-sign on the 
student loans, as many parents do, you’re likely to become responsible for the payment. 
L 
 
Imagine working your way through college and being in this financial situation soon after 
graduation. You would be completely trapped without any opportunity for escape. Your 
three choices would be: 
 
1. Make monthly payments for 10 to 20 years until your 
loans are paid off. 
 
2. Stop making payments and ruin your financial life for 
years to come. 
 
3. Possibly dump the loans on your parents if they co-
signed on your behalf. 
 
Sound exciting? As you might imagine, it gets worse... as reported in the Huffington 
Post: 
 
“Even death is not enough to shake off student loan debt. One New Jersey family learned 
this the most awful way imaginable. When Amanda Greenhalgh died at the age of 24, her 
father and grandmother were on the hook for more than $100,000 in loans used to pay 
for her degree at Penn State University.”  
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Could you imagine? Apparently the loans for this poor family were finally forgiven after 
media pressure.  
 
Even for those borrowers who don’t default on their student loans, their lives after 
graduation are impacted significantly:  
 

• 44% reported cutting back on day-to-day expenses.  
• 37% reported they weren’t saving for retirement and 

other financial goals. 
• 28% reported delaying the purchase of a house. 
• 22% delayed having children due to their debt. 
• 14% changed careers as a result of student loan debt. 
• 12% delayed marriage. 

 
In August 2016, Consumer Reports released an issue with this on the cover:  
 
“I kind of ruined my life by going to college.”  
 
This quote is from Jackie Krowen, who owes $152,000 in student loan debt at the age of 
32. 
  
  
 
 
 
 
 
 
 
 
 
 
 
According to Consumer Reports, 42 million people owe $1.3 trillion in student debt.  
 
The articles within this issue paint a very ugly picture of what student loan debt can do to 
young adults. Reading some of these stories really highlights how big a problem this 
really can be. As an example, from Consumer Reports: 
 
1. Jackie K. borrowed $128,000, but owes $152,000 today. Her monthly payment is 
$1,200. She is 32 years old. 
 
2. Jessie S. borrowed $72,000, but owes $90,000 today. Her monthly payment is $900. 
She is 28 years old. 
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3. Vanessa M. borrowed $67,000, but owes $73,000 today. Her monthly payment is $522. 
She is 29 years old. Even worse, she never graduated due to an illness. Imagine owing 
$73,000 for a college degree you never completed? 
 
4. Saul N. borrowed $10,000, but owes $23,000 today. 
 
Many of these young adults owe more now then when they graduated. This is 
because their monthly payment doesn’t cover the interest due for the period. The unpaid 
interest gets added to the outstanding loan balance. Imagine making monthly payments 
on your student loan for an entire year and owing more at the end of the year then when 
the year began. This means the amount of interest due the next year increases, and the 
monthly payment increases along with it. Jackie K. from above (the 32-year-old) has a 
$1,200 monthly payment and still owes $152,000. 
 
Based on how the math works for these loans, many of these young adults will NEVER 
be able to get out of this ugly situation. They’re literally trapped in a financial prison for 
years. 
 

 
 
It takes an average of 21 years to pay off student loans. 21 years. Oh, sorry, the remaining 
debt may be forgiven after 20 years.  
 
The average college graduate with student loans must make monthly payments until 
they’re in their early 40s.  
 
It gets crazier when you think of the future spouse of your child. Many college students 
meet their life partners while in college. What happens if their significant other has 
student loan debt, too? They would have two monthly student loan payments to make for 
20 years! 
 
In March of 2016, the Consumer Reports National Research Center did a survey to those 
with student loan debt. Here’s what they found: 
 



DividendRealEstate.com 
Copyright 2016. ©. All rights reserved.     

– 45% of those with student loan debt said college was not 
worth the cost. (38% of those respondents didn’t graduate 
from college. They’re paying for a degree they never 
received.) 
 
– 69% indicated they had trouble making loan payments. 
 
– 78% earn less than $50,000 per year. 
 
– 43% didn’t get any help from parents making financial aid 
decisions. 

 
About 43% of those with large student loan debt didn’t get any help from their parents 
with their financial aid decisions. Shame on those parents. They’ve set their children up 
for a lifetime financial struggle by not taking the time to learn how student loans work 
and the future pitfalls headed their way. 
  
You’re not one of those parents. I know this because you’re reading this book and trying 
to learn different ways to help your child pay for college. Let’s start by walking through 
the way financial advisors suggest we save for college. 
 
We’re all advised to set up a college savings plan for our children soon after they’re born. 
Once set up, we should contribute funds into these college savings accounts each month. 
If you don’t save enough to pay for your child’s education by the time they start college, 
experts recommend you consider student loans.  
 
Expert John Hupalo advises the following:  
 
“The key is knowing how much of a loan you can realistically handle. Start by limiting 
the total amount you borrow to no more than what you expect your child to make in their 
first year after college.”   
 
The reason they suggest this level of debt is because they feel anything above this amount 
is excessive. They go on to explain that you shouldn’t consider the school if the debt 
level will be higher than the graduate’s first year’s earnings. So the solution often is to 
settle for a less-expensive school. 
 
Another expert, Jodi Okun, suggests that students with loans start paying on their loans 
while they’re still in college. These payments will reduce the overall interest on the loan 
as the principal is reduced. Sure, this is great advice if you have the ability to make 
monthly payments while in school, but it still doesn’t solve the problem. 
 
The advice of these and other experts will still leave your child making student loan 
payments out of their pocket upon graduation. And as we’ve seen, these payments cause 
many challenges in their lives. 
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The good news, and it really is good news, is that it doesn’t have to be this way. In the 
pages that follow, we’ll cover a few ideas you can use to set up a free college education 
for your child! 
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How to Calculate Your Realistic Out-of-Pocket Cost for Your Child’s College 
Education 
 
This is easier said than done, but it’s worth your time to get an idea of what you might 
actually have to pay out of pocket for your child’s college education. 
 
The best way to approach this would be to use what’s called the “Net Price Calculator” 
for a few schools your child may be interested in attending. If your child is younger, 
maybe use a public in-state school as well as a private school to get an idea of where 
you’ll stand with both options. 
 
Just Google the name of the school along with “net price calculator.” This will take you 
to the calculator for the particular school. The calculator will ask you a great deal of 
information to determine what your projected cost and financial aid package would be 
like. To help you see what this looks like, I’ve included screen shots from the Net Price 
Calculator for Kent State University in Ohio. This is the school I graduated from and 
would be a decent overview of how the calculator works for a public state school. 
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You can see they ask questions on grade point averages, SAT/ACT scores and the 
makeup of your family.  
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After keying in the answers to all of these questions, you’ll have to opportunity to get 
your estimated out-of-pocket cost. I filled out this calculator with random information to 
give you an idea of how the projection of costs and aid look. On the next page, you’ll see 
the projection for ONE year at Kent State using the 2014/2015 calculator, based on the 
random info I keyed in. 
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You can see the breakdown of the estimated cost for one year. Here’s the summary: 
 
Total Cost   $25,650 
Free Aid    $7,988 
Student Loans  $11,250 
Out of Pocket Cost  $6,412 
 
Out of the annual cost, the person with this projection would have be prepared to pay a 
total of $17,662. (The student loan amount of $11,250 plus out-of-pocket cost of $6,412) 
 
We can use these figures to estimate the total cost for college by multiplying them by 
four years. Hopefully, they graduate in four years! 
 
$17,662 times four years = $70,648 total estimated out-of-pocket cost 
 
This total estimate for the out-of-pocket cost of college can change for many reasons. 
One reason is you’ll have to complete a new financial application each year, and the 
financial-aid offer may change from year to year. Another reason is your child may move 
off campus at some point during their college years. This could reduce your costs for 
food and boarding. 
 
For fun, I completed the “Net Price Calculator” for John Carroll, which is a private 
university here in Ohio. To spare you the details, I haven’t included the screen shots of 
the questions asked, but they were a little more detailed than the public school. In total, it 
took about 5 minutes to complete their “Net Price Calculator.” 
 
Here are the estimated costs for ONE year at John Carroll: 
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You can see the total cost of one year at this private college, including room and board, is 
$49,750. They’ve estimated $27,862 in scholarships and grants, which brings the cost 
down dramatically. 
 
Before we go further, it is important for you to understand that some private 
colleges offer more attractive financial-aid packages. You should investigate all 
schools your child has interest in attending because you may be surprised at the 
offers you receive. 
 
The estimated total student loans were $5,500 for the year, leaving an out-of-pocket cost 
of $20,378, which they’ve included mainly as a Parent PLUS Loan. Here’s the summary 
of costs for the private school: 
 
Total Cost   $49,740 
Free Aid    $27,862 
Student Loans  $5,500 
Out of Pocket Cost  $20,378 
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If this offer were for your child, you would need to be prepared to pay $25,878 per year. 
(The student loan amount of $5,500 plus the $20,378 out-of-pocket cost.) 
 
Once again, we can use these figures to estimate the total cost for this particular private 
school by multiplying them by four years.  
 
$25,878 times four years = $103,512  
 
As noted previously, your actual out-of-pocket cost can change, as you’ll have to reapply 
each year and the offer may be different from year to year. 
 
Even though these two estimates will change, they’ll provide a great starting point in 
your planning. On a high level, these estimates show a projected total out-of-pocket cost 
of $70,000 to attend a public school and $100,000 to attend a private school. 
 
As we move forward, we’ll focus on the estimated cost of the private school: $100,000. 
This is the higher cost, and it’s better to be conservative with our plan, right?  
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How You Can Put Your Child Through College AND GET ALL OF YOUR 
MONEY BACK!  
  
Now that we have our estimated out-of-pocket cost for college, we can set up a plan to 
pay for college. Remember, our goal is to help your child avoid having to make student-
loan payments out of their pocket upon graduation. 
 
If you were to take these estimates to a financial planner, they would probably suggest 
setting up a college savings plan as early as possible. You could then make monthly 
contributions into the college savings plan in order to save the money needed to help pay 
for college down the road.  
 
Here’s an overview of how this looks: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
You pay for the cost of college, AND your child pays the monthly student-loan 
payments.  
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Let’s say you want to get started saving for college when your child is still an infant. The 
financial planners would suggest saving $300 a month in order to accumulate the 
$100,000 estimated total out-of-pocket cost ($300 per month invested for 18 years at 5% 
will grow to $104,000 before taxes and inflation). 
 
Your child would be able to use these college savings to attend college and would 
hopefully graduate without any student loans! Goal achieved! 
 
Until.... you consider how much you’ve got to save out of your pocket over 18 years. You 
would have to save $300 a month for 216 months, totaling $65,000. Sure, you’re only 
paying about 65% of the total cost out of your pocket because the interest earned on the 
college savings during the 18 years is helping to pay for a large portion of the out-of --
pocket cost.  
 
This plan will definitely work, and this is why financial planners recommend it.  
 
The problem, and it’s a BIG problem, is once your child uses these funds to pay for 
college, the money is gone. G-O-N-E. You’ll save $65,000 out of your pocket over the 18 
years, and this savings will slowly move from your college savings account into the 
college’s bank account! 
 
You might be thinking the college savings plan did its job, right? The savings plan put 
my kid through college without student loans! The goal has been accomplished! You’re 
100% correct.  
 
But what if there were a better way? What if you could actually get all of your college 
savings back after paying for college? This is possible, and I’ll show you exactly how 
you can do this for your family. 
 
Before we get to the strategy, it’s important to understand there are three basic time 
periods to consider when for paying for college: 
 
1. The years before college. (Ages 0 to 18) 
 
These are the years the financial advisors focus on with regard to saving. Set up the 
college savings plan, and make monthly contributions to cover the future cost of college. 
 
2. The years during college. (Ages 18 to 23) 
 
Once college starts, the student typically uses college savings from their parents, grants 
and scholarships earned, work-study programs while in school and student loans to pay 
for college.  
 
3. The years after college. (Age 23 and beyond) 
 
Student loans require payment after college graduation. The ugly reality is these monthly 
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loan payments must come out of your child’s future paychecks, making their lives very 
difficult.  
 
Depending where you are on this timeline with your child, you’ll have different strategies 
at your disposal. Obviously, the earlier you start, the easier it will be. However, it’s never 
too late to help your child with the cost of college. This includes the time period after 
they graduate and their monthly student-loan payments. 
 
We, as parents, typically view the first two time periods (before and during college) as 
our responsibility and the last time period (after college) as our child’s responsibility. 
 
If we do a better job in the first two time periods, our children will have it much easier in 
the third time period. However, if we do a lousy job in the first two time periods, our 
children will struggle in the third time period after they graduate.  
 
Well, it seems like we should also carry some responsibility for the third time period, 
especially if our children graduate with significant debt. They’ll struggle because we 
didn’t prepare properly during the first two time periods. L 
 
We can use a specific strategy outlined in the pages that follow, which is designed to help 
in all three time periods. The strategy we’ll be working on will help provide your child 
with a free college education.  
 
That’s right, a free college education! 
 
The best part about this strategy is you can even use it after they graduate to help them 
with their student-loan payments. 
 
Drumroll please... 
 
The strategy is to buy an income-producing asset and use the income from the asset 
to pay for college. Your money will be used to acquire the asset. The asset’s income 
will be used to pay for your child’s college education.  
 
We’ll cover exactly how to do this in the next chapter! 
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How to Use Real Estate to Pay for Your Child’s College 
 
Let’s walk through an example of how you can use an income-producing asset to pay for 
college.  
 
When your child is born, you go shopping for a rental property. After walking through 
several possible properties, you decide to buy this home because of the pretty 
landscaping: 
 
  
 
 
 
 
 
 
 
 
Just kidding on the pretty landscaping! The real reason you buy this home is because it 
provides you with an extra $300 a month after paying for the mortgage, property taxes, 
insurance and any repairs.  
 
I’m specifically not including any purchase price, or other terms, because I’m trying to 
keep things simple so you can see how this strategy works.  
 
Each month, the tenant living in this lovely home sends you a rent payment. You pay the 
various expenses, including the mortgage, taxes, insurance and repairs, and have $300 
left over from the rental income.  
 
Instead of spending this $300, you decide to just invest this income into the typical 
college savings plan, as recommended by the financial advisors.  
 
You follow this approach for the next 18 years and your child will have around $100,000 
in their college savings account if the savings plan averages a 5% return annually. They’ll 
be able to attend a public or private college based upon the estimates we worked on 
earlier! This is the exact same result provided by the plan suggested by the financial 
planners, except you didn’t make 216 monthly contributions into the college savings 
account out of your pocket! Your tenants did. 
 
Stop and think about this for a minute... 
 
When your child heads off to college, they’ll have around $100,000 in their college 
savings account, AND you’ll also still have the rental property! 
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You used your money for the down payment to buy the rental property. You used 
the rental property’s income for 18 years to save for college. The rental property’s 
money flows into the college’s bank account. Your money stays in the rental 
property.  
 
Here’s a high-level overview of how this looks: 
 

 
 
You can see how your money goes into the rental property and the rental property’s 
money goes to pay for college. 
 
Once the cost of college is covered, you can keep the rental property and enjoy the $300 a 
month of extra income. Or you can sell the property and recover the money you invested 
for the down payment to buy the property.  
 
Remember, your tenant would have paid down the mortgage for 18 years, and you’ll have 
a lot more equity in the home. Even if the home doesn’t appreciate in value during the 18 
years of this plan, you’ll still get your down payment back and enough to cover any taxes 
and closing costs to sell the home.  
 
This means your child will get a free college education. 
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Well, the college education wasn’t free. You simply structured things so that someone 
else (your tenants) paid for college on your behalf. 
 
This plan doesn’t require any risky investment. You’re not trying to flip homes. You’re 
not trying to build a real estate empire. You don’t have to take any crazy risk. All you 
have to do is buy and manage ONE rental property with a $300-a-month positive cash 
flow. This rental property doesn’t even have to increase in value to pay for your 
child’s college education.  
 
Seems too good to be true, doesn’t it? 
 
The reason why this plan works so well is because you’re buying the rental property to 
create a monthly profit you can use to contribute to the monthly college savings fund. 
The monthly cash flow is what will pay for your child’s college education.   
 
Yes, you’ll have to manage a rental property until the cost of college is covered, but 
wouldn’t it be worth it? 
 
At a minimum, you’ll be saving 18 years of $300 monthly contributions out of your 
pocket. More importantly, you’ll be helping your child side-step student loan debt 
upon graduation.   
 
Think of this one rental property as a part-time job. This part-time job may provide a free 
college education at a private school for your child. This part-time job may also save your 
child from years of financial struggle, as they will avoid student loan debt completely.  
 
I know what you’re thinking.... 
 
What if my child is older and I can’t go back in time and buy a rental property when they 
were born? Well, you still might want to buy that rental property, and I’ll show you why 
in the next chapter! 
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How to Use Real Estate to Pay for College When Your Child is Older  
 
The reason you might want to still buy the rental property is because you can use the 
income from the property to offset college costs in all three time periods – before college 
starts, during the college years and after college graduation! 
 
Because your child is older and you have less time, you’ll have to be a little more creative 
to use this strategy to your advantage. We’ll walk through two different strategies you 
might consider. These two strategies are a little more aggressive and may be a little 
harder for you to implement, but they’ll definitely be worth it.  
 
Older Child – Strategy #1 
 
When your child starts high school around the age of 15, you decide buy this home as a 
rental property to help pay for their college costs: 
 
 
 
 
 
 
 
 
 
 
 
 
 
Yes, it’s the same house purchased in the first example! It’s still pretty, isn’t it?  
 
The only difference with this home is instead of using a 30-year mortgage, you’re 
going to obtain a 15-year mortgage and you’re going to keep this property for a 
minimum of 10 years. The reason this strategy is more challenging to implement is 
because we still need to find a rental property that can provide a $300-a-month positive 
cash flow with a 15-year mortgage.  
 
A property with these numbers may be harder to find simply because your mortgage 
payment will be a little higher with a 15-year loan amortization. One benefit of the 15-
year mortgage is the interest rate will be lower than a 30-year mortgage. This lower 
interest rate will help increase your monthly cash flow accordingly!  
 
During your child’s high school years, you’ll simply contribute the $300 monthly cash 
flow into a college savings fund as outlined by the financial planners. If you were to 
invest this $300 of monthly income at 5% for the four years of high school, you would 
have around $16,000 in the savings account when your child heads off to college. 
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Plus, you would also have the monthly income of $300 from the rental home during the 
college years. This would add another $14,400 while your child is in college. All 
combined, this pretty rental property would provide approximately $30,400 toward the 
cost of college, provided you started this plan when your child begins high school. 
 
The problem we face is the $30,400 created by the rental property won’t be enough to 
cover the full out-of-pocket cost we estimated using the “Net Price Calculators.” In fact, 
we’ll be about $70,000 short. ($100,000 estimated total cost out of pocket for private 
school, less the $30,400 from the rental home.) L 
 
Have no fear; your 15-year mortgage will save the day! 
 
After your child graduates, you’ll keep this rental property and you’ll use the monthly 
income to make the student loan payments for the next two years. Once you’ve owned 
the property for 10 years, you’ll sell the rental home and use the proceeds to pay off all of 
the outstanding student loans. 
 
The reason we want to keep this home for a minimum of 10 years is because you’ll have 
paid 10 years on the 15-year mortgage. In most cases, the 10 years of mortgage 
payments will reduce your outstanding mortgage balance by approximately 59%.  
 
This is significant, and here’s why...  
 
If the original mortgage on your rental property was 
$200,000, you’ll only owe around $82,000 after 10 years. 
 
If the original mortgage on your rental property was 
$100,000, you’ll only owe around $41,000 after 10 years.  
 
Your tenants will have paid down your mortgage enough during the 10 years that you’ll 
be able to pay off the student loans using the proceeds from the sale of the property. I 
hate to include home prices, because prices differ from area to area, but I think it will be 
helpful for you to see. Here are two examples in two different price ranges:  
 

                        Ex: One Ex: Two 
Price of rental property    $125,000 $250,000 
Down payment    ($25,000) ($50,000) 
Original mortgage    $100,000 $200,000 
 
Outstanding mortgage after 10 years  $41,000 $82,000 
 
Sale price after 10 years   $125,000 $250,000 
Less outstanding mortgage after 10 years ($41,000) ($82,000) 
Less Closing Costs (10% of Sales Price) ($12,500) ($25,000)  
 
Net Proceeds from Sale   $71,500 $143,000 
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Remember, in our recent calculations of buying this rental property when your child 
started high school, we realized we would be around $70,000 short and your child would 
have a large student loan balance upon college graduation, right? 
 
Well, notice the net proceeds from the sale of the property after 10 years would provide 
the funds needed to pay off the student loans in full! You win! 
 
In both of these examples, we’ve assumed the rental properties would sell for the 
exact same price you paid 10 years earlier. This will probably not be the case, but I’ve 
tried to be conservative with this plan so you can see how powerful it can really be. I also 
haven’t included any tax gain in these figures, and this is because we’re selling the home 
for exactly what we paid for it (You may have some taxes due to depreciation recapture. 
Please discuss with your accountant!). 
 
More than likely, your rental property will appreciate in value. This appreciation will 
actually increase the net proceeds you receive on the sale of the rental property. However, 
we won’t need any appreciation to make this strategy work.  
 
Older Child – Strategy #2 
 
Depending on the home prices and rents in your area, you may not be able to find a 
single-family rental property you can purchase with a $300 monthly cash flow using a 
15-year mortgage.  
 
If this is the case, you may have to look for a multi-family investment property. By multi-
family, I mean a 2-4 unit building. This could be a duplex, triplex or a “fourplex.” Your 
goal with this investment is to create $500 a month in positive cash flow after paying the 
mortgage, taxes and insurance. The good news is you can use a 30-year mortgage and 
keep your mortgage payment lower! 
 
Once you buy this multi-family property, you’ll follow the exact same steps as before. 
You’ll deposit the $500 monthly positive cash flow into a college savings plan while your 
child is in high school. If this $500 monthly investment averages a 5% annual return, 
you’ll have around $26,500 when they head off to college.  
 
You’ll also use the $500 a month while they’re at college for college costs. This will add 
another $24,000 during their college years. When your child graduates, they’ll owe 
student loans of approximately $50,000 (Total out of pocket cost for private college 
$100,000, less $26,500, less $24,000 leaves loans of $49,500). 
 
Still with me? 
 
The higher monthly cash flow provided by the multi-family rental property will pay more 
toward the cost of college throughout high school and college years. This will reduce the 
outstanding student loans upon college graduation! 
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Now when your child graduates, you’ll have two options: 
 
1. Sell the multi-family property and use the net proceeds 
to pay off the student loans.  
  
2. Keep the multi-family property and use the monthly 
positive cash flow to pay the monthly student-loan payment. 
Based on rough calculations, the monthly payment on $50,000 
of student loan balance will be around $530.  
 
($50,000 student loan balance – 5% interest – 10-year term = $530 monthly payment) 
 
You, or your child, would have to pay $30 of the $530 payment, as the monthly income 
from the multi-family rental property will cover the balance. And you can always sell the 
property any time you want to pay off the balances in full. 
 
The goal we started with was to allow your child to graduate without having to make 
student-loan payments out of their paychecks. This goal was accomplished, and this is 
because the income-producing asset is providing the funds to pay for college.  
 
Hopefully, you’re starting to see the beauty of real estate as a tool to pay for college. 
Income-producing real estate can be helpful in each time period: before college, during 
college and after college. 
 
Which we’ll cover next... 
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How to Use Real Estate to Help Your Child Pay Their Student Loan Payments 
  
If your child has already graduated from college and is making student loan payments, 
you might consider rental real estate as a tool to help them offset their payments. 
Thankfully, this goal isn’t too challenging!  
 
The basic idea is to find a rental property offering monthly positive cash flow equal to the 
monthly student-loan payments. The income from the property would offset the loan 
payment.  
 
A google search for: “Average Student Loan Debt in 2016” returned the following: 
 

 
 
This means your child’s average student loan debt is probably around $37,000 if they 
graduated recently. A back-of-the-envelope calculation for the monthly payment on this 
loan would show a payment of around $390.  
 
$37,000 loan balance – 5% interest – 10-year loan = $392 a month 
 
Without help, your child would have to pay $4,704 a year for 10 years, totaling $47,040 
out of their future income. What would happen if you found a rental property to offset 
this monthly payment? 
 
More than likely, you’ll be able to find a property with a $300 monthly cash flow after 
paying mortgage, taxes, insurance and maintenance and repairs. This income could be 
used to reduce their payment from $392 down to $92 a month, saving them $3,600 a year 
and $36,000 in total. Not too bad, right? 
 
Plus, you would still have the rental property and the positive cash flow after the student 
loans were paid off. 
 
On a high level, rental real estate is a great investment at any point in life. This is because 
of the income provided by the tenants. It’s even better when used to offset the cost of 
college. It works regardless of age. 
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When you have real estate as an investment and use student loans to pay for college, 
you’re spending your tenant’s future income instead of your child’s future income.  
 
Student loans are problematic when your child has to use their future income to make the 
payments. Student loans aren’t problematic when someone else makes the monthly 
payment, allowing your child to use their future income for other life goals. 
 
With real estate, your child won’t face the same life-altering challenges other students 
face and will be free to move on to graduate school, buying their own home, or having 
children without worrying about how to pay monthly student-loan payments. 
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Where to Get the Money for the Down Payment to Buy the Rental Property 
 
At this point, I’m hoping you’re starting to see the power of using real estate as a tool to 
pay for college! You may be interested in using this plan to help with your child’s college 
costs, but you’re not sure where to get the money needed to by the rental property. 
 
This is valid concern because most lenders require 20% to 25% of the purchase price as a 
down payment. Depending on prices in your area, this down payment could be a large 
investment on its own. 
 
There are two unusual places you may consider for the down payment, and you’ll 
probably have a negative initial reaction to both. I had the exact same reaction when I 
first thought of these two ideas. However, once I thought through the long-term 
possibilities, I realized these two places might actually be incredible opportunities. 
 
So as we walk through these two ideas, please keep an open mind and read the entire 
strategy so you can see the true value. Deal?  
 
Ok, here are the two ideas: 
 
1. Use your child’s existing college savings to fund the down payment. 
 
2. Use your existing retirement savings to fund the down payment. 
 
See what I mean? Your initial reaction is “no way,” right? Same with me! 
 
Well, we’ll cover both of these ideas in more detail now. Please read the entire strategy 
before ruling the ideas out. I promise it will be worth your time! 
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Super Cool... Secret Strategy #1: Give The Rental Home to Your Child After 
Graduation 
 
The first unusual strategy you might consider to provide the funds needed to buy the 
rental property would be your child’s existing college savings. Here’s the idea in a 
nutshell: 
 
Instead of using your child’s college savings to pay for college directly, you’ll use the 
college savings to buy your child a rental property. The income from the property 
will then be used to pay for college.  
 
This is the same plan as before, except your child will own the property because you used 
their money for the down payment. Upon their college graduation: 
  
1. They’ll be able to keep the property as a long-term 
rental. After the costs of college and/or student loans 
have been paid, the property will continue to provide them 
with monthly income for as long as they own it. 
 
2.  They can move into the home as their primary residence. 
If you’re able to get a 15-year mortgage when you buy the 
property, the mortgage will be paid off quickly. Imagine 
being in your 20s and owning a free-and-clear home? How 
cool would that be? The home would help them pay for 
college and would then possibly eliminate a mortgage 
payment after college, too. Heck, they could even rent a 
room to a friend and create monthly cash flow! 
 
3. They could obviously sell the property and use the 
proceeds as they wish. Obviously, they would want to pay 
off any student loans, but if they don’t have any loans 
they might be able to use the proceeds to buy a different 
home, to start a business, as a big head start on their 
retirement savings plan or to travel the world. The choices 
are all awesome! 
 
The reason we had a negative reaction to this idea initially is because we felt like we 
were taking money away from them, when in reality we would actually be giving them an 
amazing gift that may dramatically change their future. You’re turning their college 
savings into a long-term investment that will continue paying dividends for years to 
come. 
 
I also think it would be great for your child to learn how to manage the rental property 
and to think like an investor thinks. They can paint, clean and work on the home. They 
can help you show the home and select new tenants. They can help you collect the rent 
and manage the property over time. These experiences will be extremely valuable, as 
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they learn how to invest in real estate. 
 
One of the best investments anyone can have is a free-and-clear home, and this strategy 
may help you give this gift to your child! 
 
I actually used this strategy with my oldest daughter. When she was in 10th grade, we 
went for coffee, and I shared this idea with her. I explained the different options along 
with the pros and cons of the idea. She loved the idea, and we started looking for her 
rental property. She was learning how to drive at the time, so she drove each time we 
looked at homes for sale! It was a great experience on several levels. She got some extra 
driving time in, and she learned how to value real estate.  
 
We eventually found a great 3-bedroom home within 2 miles of our home. This particular 
home was actually a foreclosure, but it didn’t need too much work. We used her college 
savings and were able to pay cash for her rental home. The home now generates around 
$700 a month of income after paying the taxes and insurance. This $700 a month goes 
back into her college savings. I’ve included a short case study including pictures of the 
rental property at the end of this book!  
 
It still makes me laugh to think that she’s a senior in high school as I write this and she 
owns a free-and-clear 3-bedroom home. Crazy!  
 
The reason I love this strategy is because I know that she’ll be OK financially regardless 
of how college goes. This home will give her many choices that she wouldn’t have had 
otherwise: 
 
1. She will be able to keep the home as a long-term rental, 
collecting $700 a month for life. She can use this $700 a 
month to offset her other living expenses.  
 
2. She will be able to keep the home as a long-term rental 
and reinvest the $700 of monthly income into a low-cost 
index fund using the power of compound interest to her 
advantage. 
 
3. She will be able to move into the home and will only 
have to pay taxes, insurance and utilities, which probably 
would amount to around $400 a month. If she rented a room 
to a friend for $250 a month, she would only have to pay 
$150 out of her pocket for housing!  
 
4. She will be able sell the home and use the proceeds to 
buy a different home, start a business, buy a new car or 
travel the world.  
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If we had used her college savings to pay for college directly, none of these options 
would be available to her.  
 
We were very lucky to be able to pay cash for a home. If we weren’t able to buy this 
home for cash, I would have definitely used a 15-year mortgage and would have even 
considered making accelerated principal payments to pay it off sooner. We’lll dig making 
accelerated mortgage payments later in this book! 
 
 
NOTE 1:  If your child is under 18, you will not be able buy the home directly in your 
child’s name. This is because minors are not allowed to own real estate. We created an 
LLC (Limited Liability Company) and the home was purchased in the LLCs name. The 
LLC will be hers when she graduates!  
 
NOTE 2: There are some guidelines as to how you can use your child’s college savings. 
Believe it or not, we are not legally allowed to use our child’s money UNLESS the use is 
for the actual benefit of the child. I know, it was your money to begin with! However, 
once you give money to your child, you legally cannot take it back. If you use this idea, 
you really do have to give your child the home. Not sure why you wouldn’t, but thought I 
would include this to be safe! 
 
NOTE 3: Please discuss this idea with your attorney, tax accountant and college-funding 
specialists. They can help you structure this investment to protect you from liability, 
reduce your taxes and possibly improve your financial aid offers when your child applies 
to college!  
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Super Cool... Secret Strategy #2: Turn the College Rental Home into an EXTRA 
$500,000 to $1,000,000 for Your Retirement 
 
The second unusual strategy you can use to fund the down payment for the college home 
would be to use your retirement savings. In a nutshell, the plan is to: 
 
Withdraw funds from your retirement savings to buy the 
rental property. Use the income from the rental property to 
pay for college. Once college is paid for, you’ll use the 
rental income to fund your retirement savings.  
 
Yes, depending on the type of retirement account you have, you may have to pay 
penalties and taxes for this withdrawal. I believe the benefits available from this plan 
outweigh the costs, and I’ll show you why. Another option would be to borrow the funds 
from your retirement account. You would obviously have to pay this loan back to your 
retirement account. 
 
Let’s walk through two different approaches you might consider: 
  
1. Withdraw enough from your retirement savings to buy a rental property for cash 
with no mortgage.  
 
Paying cash for the rental property would obviously increase your monthly cash flow 
dramatically. In fact, you might end up with $700 or more each month of cash flow after 
paying taxes, insurance and maintenance costs.  
 
You could invest this $700 a month into the college savings fund to accelerate the 
amount needed for college. While your child is in college, you would use this income to 
offset college expenses, too. And if your child has student loans after graduation, you 
could also use this income to offset the monthly student-loan payments! 
 
Once the college costs and student loans are paid off, you would start investing the $700 
a month into a low-cost index fund like the Vanguard Total Stock Market Index Fund. 
You’ll have all the dividends from the index fund reinvested back into new shares of the 
fund. This particular index fund has averaged a little over 9% annually since its inception 
25 years ago. 
 
Going forward, if the fund continues to average 9% annually over the long term, your 
$700 monthly investment from the rental property would turn into: 
 

$133,760* in 10 years 
$450,419*in 20 years 

$1,200,066* in 30 years 
 

* Numbers are before taxes and inflation 
 
Kind of mind blowing, isn’t it? 



DividendRealEstate.com 
Copyright 2016. ©. All rights reserved.     

 
One rental property may have the ability to fund your child’s college education AND add 
hundreds of thousands of dollars to your future retirement.  
 
Think about what things would look like 20 years down the road: 
 
1. You would have around $450,000 in your Vanguard Index 
Fund. 
 
2. You would have $700 a month of income from your rental 
property. 
 
3. You would still have the mortgage-free rental property. 
 
4. Your child wouldn’t have any student-loan payments. 
 
Not too bad, if you ask me! 
 
We haven’t even considered any appreciation on the actual rental property! Rental real 
estate is extremely powerful. Well, I should write the INCOME from rental real estate is 
extremely powerful.  
 
Once again, we’re not buying the rental property for appreciation. The home’s value 
doesn’t have to change at all for any of these ideas to work. Appreciation would just be a 
nice bonus! 
 
See why I think it makes sense to withdraw this money from your retirement savings? 
 
Any taxes or penalties for early withdrawal would be minor compared to the long-term 
value. Obviously discuss this idea with your accountant so you can really understand the 
tax consequences of this idea! 
 
2. Withdraw enough from your retirement savings to pay the down payment for the 
rental property.  
 
The plan for this strategy is the exact same as if you had withdrawn enough to pay cash 
for the property, except your numbers are a little lower. Using our earlier example, you 
would look for a property providing $300 a month of cash flow after paying the 
mortgage, taxes, insurance and maintenance costs. 
 
You would use this $300 a month exactly as outlined previously: as a monthly deposit 
into the college savings fund before your child goes to college, to pay current college 
expenses while they’re in college, and to offset student-loan payments after college. 
 
Once all of the college-related costs have been paid, you could invest this $300 a month 
into the same Vanguard Total Stock Market Index Fund. If the fund continues to average 



DividendRealEstate.com 
Copyright 2016. ©. All rights reserved.     

9% annually over the long-term going forward, your $300 monthly investment would 
turn into: 

 
$57,325* in 10 years 
$193,036* in 20 years 
$514,314* in 30 years 

 
* Numbers are before taxes and inflation. 
 
Yes, these numbers are a little lower than if you had paid cash for the property. However, 
you withdrew significantly less from your retirement savings. The funds you didn’t 
withdraw would still be growing, tax-deferred, in your retirement account throughout this 
entire process. 
 
Think about how this might look in 20 years: 
 
1. You would probably have more in your retirement account 
because you didn’t withdraw enough money to pay cash for 
the rental home. The money you didn’t withdraw would have 
been compounding throughout college! 
 
2. You would have around $193,000 in your Vanguard Index 
Fund. 
 
3. You would have $300 a month of income from your rental 
property. 
 
4. The mortgage on your rental property would be paid off, 
or very close to being paid off. 
 
5. Your child wouldn’t have any student loan payments. 
 
Withdrawing money from your retirement accounts to buy the rental property creates a 
win/win situation. Your child wins as they won’t be burdened with large monthly 
student-loan payments, AND you’ll have the opportunity to significantly increase your 
retirement savings.  
 
The reason financial experts suggest we don’t touch our retirement savings until 
retirement is because we’ll typically lose the compound interest on the funds withdrawn. 
With these two ideas, we’re not spending the money on consumer items. We’re actually 
investing the money into an incredible income-producing asset: rental real estate. This 
incredible investment will provide income for college and will bring future contributions 
back into your retirement savings.  
 
A great financial blogger I follow by the name of Tim McAleenan wrote the following: 
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To truly change your life, you need an asset that throws off regular, monthly cash. That 
might mean something like a real estate property paid off in cash. If you are renting out a 
$225,000 property that you own in cash, you could very reasonably have $1,400 coming 
in per month that you get to use to make stock market investments. Do this for a couple 
decades, and you are going to benefit from rising rent checks that give you even more 
money to invest, and then the investments from years gone by start to throw off 
meaningful income all of their own, allowing you to spend your life constantly taking 
incoming cash and making fresh investments. 

At that point, investing is an art form. It’s a lifestyle. You’re not playing the lame game of 
trying to beat the S&P 500 by a point here or a point there each year, but instead, you 
are laying the bricks of a financial fortress each month as you create a perpetual income 
machine that lets you build a collection of assets that keep on generating cash. 

This is the exact strategy we’ve been working on throughout in this book: buying an asset 
designed to throw off regular, monthly cashflow. You’re building a perpetual income 
machine that lets you assemble a collection of assets that keep generating cash.  
 
 
NOTE: The current IRS guidelines may allow you to withdraw money from your 
retirement accounts without having to pay taxes and penalties IF the funds are used to 
pay for qualified education expenses.  
 
If you withdraw funds from your retirement account before retirement age to buy a rental 
property, you will have to pay early withdrawal penalties and possible taxes on the 
money withdrawn. This is because you’re using the money to buy a rental property and 
the money isn’t being used to directly pay for college.  
 
I’ve included a screenshot from the IRS website for your review on the next page. 
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In the next chapter, I’ll show you a unique approach you can use to buy a rental property 
with your retirement savings without having to pay the early withdrawal penalties. 
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The Single Best Wealth Building Tool Ever Created – PLUS How to Use a Self-
Directed IRA to Buy Your Rental Property and Avoid the Tax Penalties 
 
You may not know this, but there are special retirement accounts that allow you to 
actually buy a rental property inside the account. These accounts are referred to as “Self-
Directed Individual Retirement Accounts.”  
 
The “Self-Directed” aspect of the account gives you more control of where your 
retirement savings can be invested. You can use your retirement savings to buy stocks, 
bonds, mutual funds, real estate, tax liens, gold and other assets. These are special IRA 
accounts, and you probably won’t find them at the large financial institutions such as 
Fidelity, Etrade, Scwhab, etc. 
 
A few true Self-Directed IRA companies for you to investigate are: 
 
Equity Trust Company  
The Entrust Group  
Pensco Trust Company 
IRA Services Trust Company 
Provident Trust Group 
Trust Company of America 
 
It’s best for you to think of a true “Self-Directed” IRA as if it were a separate entity. 
Almost as if the IRA was a separate business you owned. Any investment made by a 
Self-Directed IRA is actually owned by the IRA, not you. 
 
If you buy a home with money in your Self-Directed IRA, the home will be titled in the 
IRA’s name. All rental income generated by the rental property will go directly into the 
Self-Directed IRA. All expenses of the rental property will be paid directly from the Self-
Directed IRA. You cannot comingle non-IRA money with IRA money!  
 
Once your Self-Directed IRA is set up, you can use the same strategy outlined in the 
previous chapter, except you don’t have to withdraw the money from the IRA. You 
would simply have the Self-Directed IRA buy the rental home on your behalf.  
 
Because you’re not withdrawing the money from the IRA for nonqualified educational 
expenses, you won’t have to pay any early withdrawal penalties or taxes on your 
distribution.  
 
Here’s how this looks on a high level: 
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You would follow the same approach as outlined in the previous chapter, except 
everything will now be done inside the IRA. Here’s the process: 
 
1. Roll over existing retirement savings into a true Self-
Directed IRA. 
 
2. Find an attractive rental property in your area. Make an 
offer to purchase the rental property in your Self-Directed 
IRA’s name.  
 
3. Instruct your Self-Directed IRA company to use your 
retirement savings for the purchase of the rental home. The 
company representatives will actually have to sign the 
papers for the purchase on your behalf as the custodian for 
your account.  
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4. The investment gets funded and the home’s title is 
transferred into your Self-Directed IRA’s name. 
 
5. Rent the home to a qualified tenant. The landlord named 
in the lease would be your Self-Directed IRA. The tenants 
would make their monthly rent payable to your Self-Directed 
IRA.  
 
6. You would pay any expenses associated with the property 
including property taxes, utilities, insurance and repairs 
from funds in your Self-Directed IRA. Most Self-Directed 
IRA companies have online bill pay, and they’ll handle 
mailing a check on your behalf. 
 
7. After the property’s expenses are paid, you would simply 
use the $300 of positive cash flow each month to buy shares 
of a low-cost index fund inside the same IRA. In the 
example, I’ve used the Vanguard Total Stock Market Index 
Fund, but you could use any similar fund. The rental 
property’s income would stay INSIDE the IRA and would 
compound each month as more index fund shares are 
accumulated. 
 
8. Any time you have qualified college expenses to pay, set 
up a distribution from the Self-Directed IRA. These 
distributions may not be subject to early withdrawal 
penalties if they are for qualified educational expenses, 
as outlined in the IRS guidelines. 
 
The major benefit to this approach is the Self-Directed IRA may help you avoid taxes and 
penalties, as you would be buying the property inside the IRA, rather than outside the 
IRA. Your distributions would then be used for qualified college expenses. 
  
NOTE 1: If you don’t have enough in your Self-Directed IRA to pay cash for the rental 
property, your IRA may be able to get a special mortgage you can use to finance a 
portion of the purchase. You’ll need a “Non-Recourse Loan” and you can find more 
information about this opportunity at: IRALending.com. If you do obtain a non-recourse 
mortgage to finance your Self-Directed IRA rental property purchase, the monthly 
mortgage payment will obviously have to be paid directly from your IRA! 
 
NOTE 2: Please discuss this strategy with your tax professional to make sure it’s 
appropriate for you based on your personal circumstances. Also, it is extremely important 
that you set this up properly in order to obtain the tax benefits suggested. 
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How Financial Aid Formulas Work and Why Retirement Accounts May Be the Best 
Way to Reduce Your Out of Pocket Cost of College 
 
At this point, you might be wondering why I’ve focused on retirement accounts for our 
college planning. Well, the main reason is retirement accounts are not considered assets 
in your financial aid determination.  
 
In Andy Lockwood’s book titled, “How to Really Pay Wholesale for College: College 
cost cutting tips and strategies,” he shares many ideas and strategies we can use to reduce 
the out-of-pocket costs for college. Andy is a college planning expert and understands 
how the financial aid formulas work.  
 
According to Andy, there are four assets considered exempt from the financial aid 
formulas. These four assets are: 
 
1. Retirement accounts 
2. Insurance with cash value 
3. Equity in primary residence (public colleges only) 
4. Business assets (if under 100 employees) 
 
These assets may be used strategically to reduce your out-of-pocket college costs. I’m 
obviously not an attorney, or a college-funding specialist like Andy is, but I think we can 
arrange our affairs to possibly reduce our assets per the financial-aid formulas. 
 
Having recently gone through the financial aid applications, I can attest to Andy’s 
recommendations. The federal financial aid application doesn’t ask for the value of any 
of the four exempted assets. You can actually verify this by going back and reviewing the 
included questions from the “Net Price Calculators” included earlier in this book. You’ll 
notice these assets are exempted. 
 
However, the financial aid application does ask for the value of and income from non-
exempted assets. The financial aid formulas use the value of and income from these 
assets to determine your family’s contribution requirements.  
 
More importantly, the financial aid formulas apply different thresholds to assets owned 
by the parents vs. assets owned by your child. Andy estimates the following are included 
when determining your family’s financial contribution:  
 
22% to 47% of parent’s income 
5.64% of parent’s assets  
 
50% of child’s income 
20% – 25% of child’s assets 
 
I didn’t know these thresholds early enough and made a very costly mistake with my 
daughter. Using the plan outlined in this book, I bought a rental property when my 
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daughter was very young. I set up a traditional custodial brokerage account in my 
daughter’s name and invested the monthly positive cash flow from the rental property 
into her brokerage account.   
 
We used this account as her college savings account. This account grew with each 
passing year as the rental property provided monthly contributions. We then used a 
portion of these savings to buy her rental property for cash. Unfortunately, because this 
account was in my daughter’s name, it increased our family’s out-of-pocket contribution 
significantly. 
 
This is because the financial aid formula includes 20% to 25% of her assets when 
determining the family contribution. Had I structured this differently, I may have been 
able to significantly reduce our family’s contribution. 
 
Three examples might be helpful to help you see how this works: 
 
Asset Structure Example 1: Set up Savings Account in Parent’s Name: 
 
Had I set up the brokerage account for the college savings plan in my name instead of my 
daughter’s name, I could have reduced the amount of assets per the financial aid 
formulas. Let’s say this brokerage account grows to $50,000 from the monthly 
contributions provided by the rental property. 
 
Brokerage account in child’s name:  $50,000 
Portion included in assets per Financial Aid: $10,000 - $12,500 
 
Brokerage account in parent’s name: $50,000 
Portion included in assets per Financial Aid: $2,820 
 
This is a possible $7,000 to $10,00 reduction in our out-of-pocket cost for college, just by 
setting up the account in the parent’s name instead of the child’s name. This $7,000-to-
$10,000 mistake flows to each year your child is in college if the account is in their name. 
This one mistake may increase the out-of-pocket cost for college for each year your child 
goes to school.  
 
Asset Structure Example 2: Set up Savings Account in Business’s Name 
 
Instead of setting up a college savings account in your name, or your child’s name, you 
might consider setting up a business entity. The rental property and the college savings 
account could be in the business entity’s name. The value of a small business is zero per 
the financial aid application IF the business has fewer than 100 employees.  
 
This $50,000 business asset may be able to be reduced to $0 on the financial aid 
application. The income from this business would obviously have to be included in the 
financial aid application. 
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Brokerage account in business’s name: $50,000 
Portion included in assets per Financial Aid: $0 
 
Asset Structure Example 3: Use a Retirement Account for Savings Plan 
 
Consider using a retirement account for your college savings plan. Knowing what I now 
know, I would definitely use IRAs for college savings. Here are two BIG reasons why: 
 
* The value of and income in a retirement account are not considered in the financial aid 
formulas and will not increase the out-of-pocket family contribution 
 
* We can take penalty-free distributions from retirement accounts to pay for qualifying 
educational expenses. Depending on the type of IRA (Roth vs. traditional) and the length 
of time the funds have been held in the IRA, we may have to pay income taxes on these 
distributions. If a Roth IRA is held longer than 5 years, you may be able to take 
qualifying tax-free and penalty-free distributions. 

 
I could have used the same exact approach, but instead of setting up a traditional 
brokerage account for the college savings plan, I could have set up an IRA. Each month, I 
could have deposited the income from the rental property into the IRA. It would have 
grown tax-free. More importantly, it wouldn’t be considered an asset in the financial aid 
formulas.  
 
College savings in retirement account: $50,000 
Portion included in assets per Financial Aid: $0 
 
Advanced Strategy: Set up a Retirement Account for Your Child and Use This 
Account for your College Savings Plan 
 
Most people do not realize their children can have their own retirement account. They 
really can, and this is one of the best strategies you might consider for your college 
planning. The only requirement to set up a retirement account for your child is they must 
have earned income. If your child is older and has a job, you may be able to set up a 
retirement account for them right now! 
 
However, if your child is younger and doesn’t have earned income, you may have to be a 
little creative to use this strategy to your advantage.  
 
My two daughters have had their own retirement accounts for several years. When they 
were younger, I hired them for my real estate business. I used their pictures on marketing 
materials, flyers and newsletters.  
 
The business paid them for their modeling services, and this income was used to set up 
their retirement accounts. More importantly, the retirement accounts we set up were Self-
Directed Roth IRAs.  
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Because the accounts are Roth accounts, they do not get a tax deduction for contributions 
into the IRA. However, their income is low so they don’t really need tax deductions. The 
funds contributed to the retirement account can grow tax-free inside the account for 
decades and can be withdrawn tax-free when they reach retirement age.  
 
As we already know, money invested in retirement accounts is not considered an asset for 
financial-aid purposes. We also know our children can take penalty-free distributions 
from their retirement accounts, as long as the distributions are used for qualified 
educational expenses. 
 
Are you starting to see how this might work? 
 
Set up a business entity to use for your rental property purchase. Buy a rental property 
and put it in the business entity’s name. Use pictures of your children in your 
advertisements and flyers. Or hire your child to help you manage the property. Have the 
business entity pay your child monthly for their services. Use the positive cash flow from 
the rental property to pay your child.  
 
Now that your child has earned income from the business entity, you can set up a 
retirement account in your child’s name. Have your child use the monthly income they 
earn as a monthly contribution to their retirement account.  
 
Here’s how this might look: 
 
The tenant in the rental property writes a check for the monthly rent payable to 
your business entity. Your business entity pays the mortgage payments, taxes, 
insurance and repair costs. Once the expenses are paid, your business entity then 
pays your child for their services. Your child sends this check to their IRA account 
as a contribution. 
 
Make sure the total income paid to your child for the year doesn’t exceed the maximum 
IRA contribution allowable by the IRS. In 2016, the maximum contribution is $5,500. 
This would translate into a $450 a month maximum contribution into your child’s IRA.  
 
Over time, their retirement account will grow tax-free as the monthly contributions 
compound. The value of the retirement account and the income inside the retirement 
account will not be included in your financial-aid application, reducing your out-of-
pocket cost for college.  
 
If you need money to pay for college, you can have your child take penalty-free 
distributions from their IRA for their qualifying educational expenses. If things go right, 
your child may graduate from college with funds still in their retirement account. These 
funds can compound tax-free for years.  
 
Imagine the head start your child might have with money already in their retirement 
accounts when they’re in their early 20s. 
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Plus, you can still give the rental home to your child, too. Talk about setting them up for 
success. You might win the parent of the year award! You would definitely have my 
vote. 
  
NOTE: Please discuss this strategy with a qualified tax professional. This is an advanced 
strategy, and you want to make sure it is appropriate based upon your personal 
circumstances! 
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How to Save Tens of Thousands of Dollars in Mortgage Interest through the Magic 
of Accelerated Principal Payments  
 
Throughout this book, we’ve worked on the strategy of buying rental real estate as a tool 
to pay for your child’s college education. The basic plan is as follows: 
 
Buy a rental property with a targeted amount of monthly positive cash flow. Use the 
positive cash flow to save, or pay, for college costs.  
 
Once we’ve purchased the rental property, the property does the heavy lifting for us as it 
churns out monthly income we use to pay for college.  
 
Each month, the tenant will send you a rent check. Part of this rental income will be sent 
to your lender for the monthly mortgage payment. This monthly mortgage payment will 
consist of: 
 
1. A payment toward the principal loan balance. 
2. A payment toward interest on the loan. 
 
As an example, consider this screen shot from a 30-year mortgage for $100,000 with a 
fixed interest rate of 5% from http://www.amortization-calc.com/ 
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There is a lot for us to study in this simple loan amortization schedule. 
 
In the top section, you can see if this loan is paid back over 30 years as planned, you 
would pay $93,356 in interest. This is obviously a lot of money. The interest cost almost 
doubles our total cost of the home. L 
 
In each monthly payment, you can see how the payment is split between principal and 
interest. Here’s how the October 2016 payment of $537 breaks down in the amortization 
schedule: 
 
Interest   $417 
Principal   $120 
 
You’ll also probably notice the majority of the payment is going toward interest.  
 
This mortgage interest represents an amazing opportunity for you, because additional 
principal payments will dramatically reduce the total interest you’ll pay over the life of 
the loan. 
 
A really amazing strategy you might consider would be to make an EXTRA principal 
payment with each regular monthly mortgage payment. The amount of this extra 
principal payment should be the next month’s principal amount.  
 

 
 
 
Here’s an example: In October 2016, you would pay the regular $537 mortgage 
payment for the month of October PLUS an extra principal payment of $121. The 
$121 extra payment is the amount of principal scheduled to be paid in November. 
 
This extra $121 investment in October would save you $416 in future interest. 
 
Yes, that is correct.  
 
The reason is because this extra $121 principal payment you make in October of 2016 
reduces your outstanding mortgage balance down to $99,759, which completely 
eliminates the interest due for November 2016 of $416.  
 

Amount of extra 
principal 
payment to 
make with the 
October 2016 
payment 

This extra 
payment will 
reduce your 
outstanding 
principal balance 
in October of 
2016 to $99,759 
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This $121 investment would actually generate a 343% return on your investment, 
calculated by dividing the interest saved of $416 by the extra payment of $121. 
 
Where else can you find a completely risk-free investment with a 343% return on 
investment? Don’t bother looking, because you won’t find anything close! 
 
In November of 2016, you would make your regular monthly payment of $537 PLUS an 
extra principal payment of $121. This extra principal payment would be the principal 
amount of the December 2016 payment. 
 
This extra principal payment in November would reduce your outstanding mortgage 
balance to $99,516.  
 
Each month, you would be paying two principal payments. By following this plan for just 
six months, you would have made 12 principal payments and in one year would have 
made 24 principal payments.  
 
More importantly, you would have saved thousands of dollars in interest. If each extra 
monthly principal payment saves you around $400 of interest, you would eliminate a total 
of $4,800 in just twelve months.  
 
Prepaying your mortgage IS one of the best investments you’ll ever make. Unfortunately, 
we aren’t taught this little strategy when we sign the mortgage documents.  
 
Obviously these numbers are on a $100,000 loan. The numbers are slightly better with 
larger loan balances. Here’s a screenshot of a $200,000 mortgage with a 30-year term and 
a 5% fixed interest rate from http://www.amortization-calc.com/ 
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With this $200,000 mortgage, you would follow the exact same approach. In October 
2016, you would pay your regular $1,074 payment PLUS an extra principal payment of 
$241, which is actually the November 2016 principal payment. This extra principal 
payment would reduce your outstanding mortgage balance down to $199,518, saving you 
$832 in interest!  
 
This extra principal payment of $241 would save you $832, which represents a return on 
investment of 345% without any risk! This return on investment is guaranteed and locked 
in when you make the extra principal payment.  
 
I realize this seems too good to be true. I had the same reaction the first time I really 
studied an amortization schedule. However, the math is 100% correct, and you’ll see this 
by studying ANY loan amortization schedule. 
 
Now, if you ask a financial planner if you should make extra principal payments on the 
mortgage, they’ll probably tell you not to do it. This is because they’ll assume your return 
on this investment will be only 5%, the interest rate on your mortgage.  
 
As we’ve just seen, this isn’t accurate. You’ll save significantly more than 5% with extra 
principal payments, especially in the early years of the mortgage. As time passes, your 
return on investment from extra principal payments will decrease because you’ll be 
automatically paying less interest as you move down the amortization schedule.  
 
You can use this strategy with any loan, including the mortgage on your primary 
residence, your car payments, or … wait for it … your student-loan payments! 
 
So you might be wondering, where do we get the money to make these extra principal 
payments? It’s a good question, and my answer is ... out of your pocket. These extra 
principal payments will be the single-best investment you’ll ever make, and it’s worth 
paying these out of your pocket. It really is.  
 
Remember, these extra principal payments are going to an asset owned by you or your 
child. These extra payments aren’t going directly to the college, where they’ll never be 
returned to you. You’ll get this money back down the road if you ever decide to sell the 
rental property.  
 
More importantly, you’ll get an incredible return on investment of 100% or more.  
 
Before reading this book, you probably planned on saving for college each month using 
the traditional plan recommended by financial planners. You know the plan, save $300 a 
month for 18 years and you’ll have enough to pay for college when your child graduates 
from high school. 
 
Well, once you have your rental property, you shouldn’t have to save out of your pocket 
for college anymore. This is because the cash flow from the property will fund your 
college savings plan. You can use the money you were going to save out of your pocket 
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for the extra monthly principal payments, and you’ll end up paying off the mortgage in 
half the time, saving you tens of thousands of dollars in interest.  
 
This strategy would save you approximately $46,628 in interest on a $100,000 
mortgage and $93,256 in interest on a $200,000 mortgage. 
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Advice From An Older Man...  
 
Many years ago, I had a conversation with an older man at the gym. I don’t remember the 
context of the conversation, but I do remember ONE thing he said. He said, “If I only had 
bought just one more home when I was younger, my life would be a lot better today.”  
 
I believe he said this because his home had been his single-best investment. If he had 
bought two homes when he was younger, he would have doubled down on his single-best 
investment. The second home would be providing him with a monthly income he could 
use for the rest of his life.  
 
Notice that he didn’t get into details on appreciation, tax rates, interest rates or anything 
complicated. On a high level, he simply wished he had more monthly income.  
 
We often get bogged down in the details and end up missing the real opportunity. We 
can’t see the beauty of forest through the trees. Acquiring one more home will help you 
pay for your child’s college education and may save them years of financial struggle. It 
also may become a source of monthly income to you for the rest of your life.  
 
It is a great opportunity; however, there IS a catch. 
 
This catch is you will have to manage one rental property. Managing a rental property is 
a part-time job. In most months, you’ll simply deposit your rent check and pay the 
mortgage, taxes and insurance. Once these are paid, you’ll send the positive cash flow to 
your college savings fund. This will probably take you an hour or so to complete.  
 
In other months, you may have a few repairs to handle. You’ll have to make a few calls 
to local handy person and they’ll take care of the repair for you.  
 
Every few years, your tenant will move out and you’ll have some extra work. This work 
might entail painting, cleaning and landscaping to get the home ready to show. You’ll 
also have to advertise and show the home to prospective new tenants. Truth be told, this 
process may require a lot of extra work for a few weeks. You can do this work yourself, 
hire someone else to do it for you, or have your child handle the work if they’re available.  
 
I do this work myself with our rental properties. On average, it takes me two weeks to get 
a home ready to show and another two weeks of showings to find the new tenant. I will 
only do two-year lease agreements, so this extra work only happens a minimum of once 
every two years. We have tenants in some of our properties that have been there for five-
plus years!  
 
I’m sharing all of this with you because I want you to move forward with your eyes open. 
Rental real estate IS an active investment and WILL require some of your time. You may 
have the option of hiring an experienced property manager if your rental property 
provides enough cash flow to meet your college savings goal and cover the property 
manager’s cost.  



DividendRealEstate.com 
Copyright 2016. ©. All rights reserved.     

The fees property managers charge to manage a property typically range between 7% and 
10% of your total rental income. If your rent is $1,000 a month, they’ll charge you $70 to 
$100 each month to provide their management services. 
 
As an example, let’s say your rental property provided $400 of monthly positive cash 
flow after paying the mortgage, taxes, insurance, and maintenance costs. You could hire a 
property manager and pay this manager $100 a month for their services, still leaving you 
with $300 each month for college savings and expenses. 
 
With some rental properties, you won’t have the ability to hire a property manager in the 
first few years because the cash flow won’t allow for the added expense. However, you 
should be able to increase your rental rate a little each year, and this increase may provide 
you with enough extra monthly cash flow to hire a property manager within three to five 
years. 
 
Raise your monthly rent by $20 a month each year, and in five years you would have an 
extra $100 a month of income that could be used for property-management services. 
 
It will be important for you to keep your main goal, which is paying for college, as the 
main goal. We tend to get distracted from our original goals over time, and this can 
definitely happen with rental real estate. This means your focus should always be on 
setting a minimum monthly goal for monthly positive cash flow and using this cash 
flow for college as outlined throughout this book. 
 
This approach only works IF you use your monthly cash flow for college-related costs. If 
you use this cash flow for other expenses, including property management, you’ll 
sabotage your original goal and won’t have the same success offsetting the cost of 
college.  
 
In the pages that follow, we’ll cover a few tips on selecting the right home for this plan, 
as well as a high-level overview of the key aspects of managing your rental property.  
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The Best Rental Properties You Can Use to Pay for College 
 
There are a few important considerations for buying a rental property to use with these 
various plans to pay for the cost of college. Please understand these considerations have 
been provided with 20-plus years of real-estate investing experience. This simply means 
there is a great deal of value in what you’ll learn.  
 
1. The property must provide the “targeted” monthly positive cash flow you need to 
pay for your estimated out-of-pocket cost for your child’s college education. 
 
You have to start with the end in mind. This means, you need to invest the time required 
to figure out what your actual out-of-pocket cost will be for college by completing the 
“Net Price Calculators” of a few different public and private colleges.  
 
Once you’ve got your estimated cost of college, you’ve got to figure out how much you’ll 
need each month in income from your rental property. This monthly income requirement 
is important because it will give you a starting guideline for your search. You’ll 
obviously want to focus your time on properties providing this level of monthly income.  
 
The best approach would be to meet with a real estate agent who has experience with 
investment properties in your area. Explain your targeted monthly cash flow and ask 
them to provide you with information on rental properties with numbers meeting your 
targeted cash flow.  
 
As an example, let’s assume your target monthly cash flow from a rental property is $300 
a month after expenses. You could give this target to an experienced real estate 
professional, and they would be able to pinpoint specific properties that meet this target. 
They can advise you on the best type of property based on your required income. Options 
may be single-family homes, condos, two-family homes, or a small apartment building. 
They can also advise you on different areas and the pluses and minuses of each area. 
 
An experienced real estate professional will be extremely valuable to you, as they’ll 
know rental rates as well as great lenders for investment properties, and they’ll be able to 
help you side-step costly mistakes as you consider different properties. Plus, experienced 
agents have a rolodex of contacts you can benefit from throughout the entire process.  
 
Remember, we’re not focused on price appreciation of the rental property with this 
strategy. Our focus is on income because the income from the property creates the 
college-savings fund. This focus will more than likely lead you to different properties. 
This doesn’t mean you shouldn’t consider appreciation; just don’t buy a property 
specifically for appreciation. 
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2. Buy a rental property that will be easier for you to manage. 
 
As you look at rental properties, try to focus more on the properties that will easier for 
you to manage over the long term. The properties that are easiest to manage typically 
have the following characteristics: 

• Larger in size. Smaller rental properties are a little more challenging to rent and 
they tend to have more turnover. Both of these issues will increase your time 
managing the property. Three bedrooms are better than two. Two bedrooms are 
better than one. Two bathrooms are better than one bathroom. Larger room sizes 
are better than smaller room sizes. A basement is better than no basement. You 
get the idea! 

• Recent upgrades to expensive replacement items. When most people go shopping 
for a rental property, they’re focused on how the property looks cosmetically. It’s 
better to try to buy a property with recent updates for costly items, such as the 
roof, windows, furnace, air conditioning, plumbing and electric service. A 
property with updates to these major items will save you a great deal of money 
over the next 10 to 20 years. The cosmetic updates such as paint and flooring are 
less expensive and easily handled with some work and sweat over a weekend or 
two.  

• Nice homes attract nice tenants. The opposite of this is also true... ugly homes 
attract bad tenants. When evaluating prospective rental properties put yourself in 
your prospective tenant’s shoes. Would you want to live here? If your answer is 
“no,” don’t buy the property. This DOESN’T mean you have to buy a home in the 
nicest neighborhood. This DOES mean you’ll have to buy a nice home in an 
average neighborhood. 

• Think long-term. Would you want to own this rental property over the long term, 
20 or 30 years into the future? This doesn’t mean you have to own the property 
for 30 years, but you should buy properties you would be OK owning for decades. 
This way you’ll have the luxury of keeping the property or selling the property, as 
you wish, based upon your own personal circumstances.  

• Within 20 to 30 minutes from where you work or live. Having your rental 
property within a short drive will make the property management a great deal 
easier. The best location would actually be on your commute to work. This way, 
you can stop at the property without having to go out of your way. As an example, 
if you needed to show the property to prospective tenants, you can just set the 
appointment for right after work and take care of it on your way home.  

 
It’s best to think about real estate as if it were a product you had to sell. The better the 
product, the easier it will be to sell, right? Would you rather try to sell an iPhone or a flip 
phone? See what I mean? 
 
Well, real estate is a product you have to sell each time you have a vacancy. Buying a 
better product (rental property) will make selling it (renting it) a lot easier. If you buy the 
wrong property, you’ll have to work a lot more in your management efforts. 
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Now, if you are considering the strategy of buying a rental home and giving it to your 
child as a college graduation gift, which is a very cool strategy, you’ll probably want to 
be a little more selective in your search. Your child may end up living in the home at 
some point in the future. This means you’ll have to focus more on the neighborhood, 
schools and amenities.  
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They Key to Success with Rental Real Estate  
 
This entire plan hinges on you collecting a constant stream of monthly rent checks from 
your rental property.  
 

12 months = 12 rent checks 
 
A portion of these incoming checks will obviously be used to pay for your child’s 
college. 
 
If you’re not collecting a constant stream of monthly rental checks, your plan will be in 
jeopardy. The key to your success in collecting monthly checks is proper screening of 
prospective tenants. You’ve probably heard one or two horror stories about tenants. I’ve 
had my share of challenging situations. Every horror story, mine included, would have 
been avoided had the tenant been screened properly.  
 
I’m not going to go into too much detail on property management because there are 
countless books and resources you can study to learn how to manage a property. What I 
will cover are a few guidelines you might consider as part of your tenant selection. 
 
1. Use a thorough rental application, forcing the 
prospective tenant to give you as much detail about their 
personal situation as possible. This would include income, 
debts and past financial challenges including: bankruptcy, 
evictions, and wage garnishment. 
 
2. Never rent to a tenant without checking their credit and 
criminal history. There are various companies you can use 
to help with this process. I personally use 
ScreeningServices.com.  
 
3. Always require proof of income. If the prospective 
tenant cannot prove their monthly income, don’t rent to 
them. The best proof of income is copies of paystubs for 
two or three pay periods. I typically recommend making sure 
your prospective tenant earns at least three times your 
monthly rental rate. If your rent is $1,000 a month, your 
tenant should earn a minimum of $3,000 a month in 
verifiable income. If they do not have income of at least 
three times your monthly rent, they’ll have trouble paying 
and should be avoided. 
 
4. Verify their name and address with valid identification 
(driver’s license/state ID). You want to make sure you’re 
reviewing the application from the correct person. 
 
5. If the prospective tenant has been evicted previously, 
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do not rent to them. They’ve already shown they aren’t very 
concerned with paying the rent as agreed. You’ll hear many 
stories from applicants as to why their eviction wasn’t 
actually their fault.  Don’t listen to them. It’s kind of 
funny how every eviction an applicant has had when applying 
for one my properties has always been their landlord’s 
fault. Those pesky landlords, always evicting tenants for 
paying their rent on time!  
 
You’ll hear stories about how their landlord didn’t make 
repairs, so they stopped paying rent. Or maybe you’ll hear 
that the place had black mold, so they stopped paying their 
rent. There is always a reason, and the reason doesn’t 
matter. What really matters is they didn’t pay the rent and 
were evicted. Stay away from them. Let another landlord 
rent to them.  
 
6. Decide if you want to consider applicants with felonies. 
You’ll have to make your own decisions regarding this 
issue, but I won’t accept an applicant with a prior felony. 
I realize I could miss out on great candidates, but I just 
want to avoid future problems.  
 
7. Make your leases a minimum of two years, or longer if 
you’re able. If you do a great job screening applicants and 
have a qualified tenant, you really want to have them stay 
in your rental property as long as possible. Tenants who 
stay for a few years reduce your management time 
significantly. 
 
8. Set high late fees and charge your tenants for paying 
late. Forcing your tenants to pay late fees will provide an 
incentive for them to pay on time. 
 
9. If you have a problem with a tenant paying on time, 
evict them quickly. Too many landlords hold off on 
eviction, and this ends up costing them more money in the 
long run. Once a tenant gets behind in the rent, it is 
usually very hard for them to get caught up. Find a great 
attorney and have them help you get the non-paying tenant 
out as quickly as possible.  
 
It’s really important to understand how important tenant screening will be for your 
success with property management. Properly screened tenants will make your life a lot 
easier, saving you hours of time. More importantly, proper tenant screening will make 
your rental property more profitable. 
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Free Offer: How to Eliminate Evictions, Problem Tenants, and Lost Rent  
 
A few years ago, I recorded a program with an experienced property manager titled “The 
80/20 System for Hassle Free Rental Income.” This program will help you select tenants 
who pay their rent on time, will reduce your vacancies and will help you streamline your 
property management.  
 
You can download this program for free by visiting:  
 
http://www.DividendRealEstate.com/gift 
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9 Reasons Why You Really Should Work with an Experienced Real Estate 
Professional 
 
Remember David Letterman’s Top 10 List?  
 
Well, here are nine reasons why an experienced real estate professional will be worth 
their weight in gold to you. They really will, and you should definitely get their expertise 
and assistance with acquiring your rental property. 
 
They’ll help you...  
 
1. Understand the overall real estate market in your area.  
2. Figure out market rents and what prospective tenants are looking for in your area. 
3. Find properties meeting your targeted monthly cash flow. 
4. Refer you to the best lenders for real estate investors. 
5. Identify possible problems with rental homes before you buy. 
6. Negotiate a lower purchase price, possibly saving you thousands of dollars 
7. Provide you with great contacts, including contractors, furnace/air conditioning 
technicians, plumbers, painters, and landscapers. 
8. Give you pointers on how to get your rental property ready to show. 
9. Recommend or actually provide property-management services. 
 
I realize this sounds like a big sales pitch. It’s not. There is a great deal for you to learn, 
and an experienced professional will provide tremendous value. This is one of those 
things you don’t want to do on your own. Trust me.  
 
More importantly, the majority of the cost of an experienced real estate professional will 
actually be paid by the seller of the property you purchase. The seller will be paying a 
commission, and a portion of this commission will be paid to your real estate 
professional. This means you’ll get all of their expertise for little to no out-of-pocket 
cost! An experienced real estate professional is really the best deal in town!  
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CASE STUDY: How I Am Personally Using Real Estate to Pay for My Daughter’s 
College Education 
 
I’m writing this book in 2016; however, I’ve actually been using the plan outlined in this 
book for the last 16 years. When my daughter was around 2 years old, I purchased this 
rental property: 
 

 
 
This home is a smaller two-bedroom home. It was located about 10 minutes from where 
we lived at the time. The second floor was an unfinished attic, and the home didn’t have a 
basement. The reason I purchased the home is because it provided around $250 a month 
in positive cash flow after paying the mortgages, taxes, insurance and maintenance costs. 
The tenant was responsible for mowing the lawn and shoveling the snow, which helped 
keep the property’s expenses to a minimum. 
 
The rental property was owned in my name. As noted earlier, I set up a regular brokerage 
account in my daughter’s name. I set up an automatic monthly transfer of $250 from the 
rental property’s bank account into her brokerage account. This monthly transfer was 
automatically invested into a mutual fund.  
 
I honestly didn’t pay much attention to the mutual fund because she was so young and 
she wouldn’t need the money. All I had to do was to make sure there was $250 in the 
rental property’s bank account at the time of the automatic monthly transfer.  
 
This process continued for several years.  
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The mutual fund earned around 7% annually. The monthly contributions of $250 for 14 
years turned into $60,000 by the time she turned 16 years old. 
  
Remember, the $250 monthly contributions into this account actually came from the 
rental property. Our investment was for the down payment to buy the rental property.  
The tenants were actually saving for her future college expenses! 
 
Around her sophomore year in high school, I outlined the plan detailed in this book to 
her. I explained how we could use her college savings to buy a rental property 
specifically for her. She liked the idea and we started shopping for her rental property. 
 
As luck would have it, we found this foreclosure about 2 miles from our home: 
 
  
  
  
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This home is a 3-bedroom colonial. This home also doesn’t have a basement. Thankfully, 
when the home was initially listed for sale, it was overpriced. It sat on the market for over 
a year without any sale. We were able to buy this home at a discounted price because the 
bank eventually just wanted it sold. 
 
We used the existing savings in her brokerage account to buy this home for cash. The 
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home was then rented to an awesome family and is currently providing approximately 
$700 a month in positive cash flow after paying the property taxes, insurance and 
maintenance expenses. Since there is no mortgage on the home, a majority of the rental 
income can be saved for college! 
 
My daughter is currently a senior in high school and her rental home has provided 
$15,000 in college savings since it was purchased just two years ago. She still has 10 
months until she heads off to college. This means her rental property will add another 
$7,000 to her college savings account before she starts college. 
 
Once she starts college, her rental property will provide $8,400 a year for college-related 
expenses. If she graduates from college in four years, this rental property will have 
generated a total of $55,600 for her college: 
 
Positive rental income prior to college:   $22,000 
Positive rental income during college :   $33,600 
Total income collected from her rental home:  $50,400 
 
When she graduates from college, she will still have this rental property, providing $700 
a month of income. She can use this income to pay any student-loan payments she may 
have. Or she can sell the property and use the proceeds to pay off any outstanding student 
loans.  
 
Every time I think about this process, I’m simply amazed at what’s happened. 
 
As I write this today, the down payment I invested years ago to buy the smaller 2-
bedroom home has blossomed into a free-and-clear 3-bedroom home, $15,000 in the 
bank and a monthly income of $700.  
 
That one down payment will ultimately pay for her college and provide her with an 
annual income for life if she decides to keep her rental property.  
 
When I think about rental real estate, I picture a money machine: 
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(Money Machine sketch by Joe Mercadante) 
 
The rental property is the actual machine. You buy the machine, and it pumps out a little 
money each month. You can use the money pumped out of the machine to pay for your 
child’s college. 
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Recommended Reading & Resources   
 
Free Gifts from the Author, Including: 
1. The 80-20 Guide to Hassle-Free Property Management (Course Valued at $199) 
2. How to Use Self-Directed IRAs to Buy Rental Real Estate (Guide Valued at $29) 
3. The Accelerated Wealth Formula (Special Report Valued at $29) 
4. How to Retire in Your 30s (Special Report Valued at $29) 
 
You can download these for gifts for free by visiting: 
 
http://www.DividendRealEstate.com/gift 
 
Cozy.co 
Cozy offers an incredible free service for landlords that will make your property 
management significantly easier. They’ll help you advertise your property, provide you 
with rental applications and tenant-screening tools and will automate your monthly rent 
collection! Really, check Cozy out. You’ll love what they’ll be able to do for you! 
 
ScreeningServices.com 
This website offers rental applications and tenant-screening tools you can use with your 
rental property. I personally use their application and tenant-screening services with my 
properties. 
 
 
Book: How to Really Pay “Wholesale” for College: College cost cutting strategies 
and tips for the Forgotten Middle Class by Andrew Lockwood.  
 
Andy is a college-planning specialist, and in his book you’ll learn different ideas on how 
you can reduce your out-of-pocket cost for college. Pay close attention to the college 
financial aid formulas he shares because they’ll help you structure your assets to increase 
your financial aid eligibility. You can find his book at:  
 
Book: Debt-Free U: How I Paid for An Outstanding College Education without 
Loans, Scholarships, or Mooching off my Parents by Zac Bissonnette.  
 
In this book, Zac shares some creative strategies you might consider to dramatically 
reduce the cost of college. Zac graduated from college without student loans and without 
help from his parents. There is a lot to learn in his book. 
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About The Author 
 
Rob Minton is a happily married father of two beautiful daughters. Rob quit his job 
as a CPA with one of the largest public accounting firms in the world to be a full-
time real estate entrepreneur.  
 
He has 25-plus years investing in commercial real estate, multi-family properties, 
single-family homes and other income property.  
 
You can follow Rob’s journey at: DividendRealEstate.com 
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Important Disclosures, Disclaimers and Other Scary Stuff. 
 
 
1. Real estate is not a risk-free investment. Truth be told, no investment is risk-free. 
You can lose money in real estate, depending on your skills as an investor and the 
real estate market in general. As noted within this book, the key to your success will 
be how well you screen your tenants. Please invest the time necessary to learn how 
to select qualified tenants for your rental properties. 
 
2. Throughout this book, we made several assumptions. A few of these assumptions 
include: rates of return on savings, interest rates, and steady monthly income from 
your rental property. Obviously, these assumptions are subject to change, and your 
actual results may be significantly different than projected. We also didn’t factor in 
inflation or taxes in any of our projections. These costs are real and may impact your 
results.  
 
3. A vacancy in your rental property will, more than likely, create a temporary 
negative cash flow. This is because you will not be collecting rent and you may have 
higher expenses as you get your property ready to show. It is best to budget in 
advance for these situations by creating a reserve fund equal to three months of your 
rental income. This reserve will help make your management a lot less stressful.  
  
4. In this book, I highlighted a few complex investment scenarios with different tax 
ramifications. Please discuss any strategy you’re thinking of using with a tax 
professional to make sure you understand the tax ramifications based upon your 
personal situation. 
 
5. One of the ideas detailed in this book is to use your child’s existing college 
savings to buy them a rental property. It is important to understand there are rules 
surrounding how gifts to minors can be used. You cannot use funds given to children 
as your own. These funds must be invested for your child, and you have a fiduciary 
duty to use the funds in their best interests.  
 
For a detailed article highlighting possible problems and legal issues surrounding the 
use of funds given to your child, refer to this website: 
 
http://beginnersinvest.about.com/od/ugma/fl/If-You-Spend-Your-Childs-UTMA-
Money-Youre-Probably-Breaking-the-Law.htm 
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