HOW TO BECOME

A PRIVATE MONEY LENDER
AND AVOID THE PITFALLS!

By Gary Massari
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Introduction
by Gary Massari

When | first became a successful rehabber, | started getting calls from other rehabbers
who were wondering how a “new person on the block” was making so much more
money in the same area that they were also doing rehabs. | was actually surprised by
the calls because | was only doing what | have been taught from Fortune Builders boot-
camps and training programs.

Fortune Builders, though expensive, has the most intense education system in the
market with over 60,000 students nationwide. Though becoming an Inner-Circle
Mastery student wasn’t easy and was very expensive, | knew from the Meetup groups
how much the top earners were making (all Fortune Builders trained) and | was
impressed. | coughed up the required $50,000! That was not easy, | must have maxed
out every credit card | had. Was it worth it, you tell me?

We did a five-day intensive boot camp series, which was backed by on-line training and
coaching. The workshops were brutal starting at 9:00 AM and lasting well into the
evening. | thought | was back in the military — YIKES!

| was impressed with the systems they adopted for determining the right price to pay
for a property, how to cost out the repairs quickly and efficiently, hire the right
contractors, and how to control cost.

Here is the bottom line - the profit is made at the time of the purchase! | learned how
to force appreciation by deducting 30% right off the top of any purchase price to
hedge against a declining or fluctuating market, then how to determine accurate
repair and renovation cost to secure a high profit and ROI.

I quickly saw why other rehabbers were breaking even and losing money, they were not
buying correctly, their estimates were off, and their projects had huge over-runs. With
our first project, we made $126,0000 and for our investors who loaned us $250,000, a
nice $29,000 return.

Our reputation grew quickly, and people were approaching us, asking for the next
opportunity to lend us money. Our business kept growing and now we added a
completely new operation in Southern California with Karla Arana, an Inner Circle
Mastery student who paid the price | paid to learn how to build a successful renovation
business.

This book was written to help you understand the opportunity you have, as a passive
investor working with a company that | am proud to say is ours!



Karla and | wanted you to know the pitfalls as well as to remind you that all investments
can be risky, but education is your best defense against risk.

So read our book, and schedule a Q&A session, we are more than happy to talk with
you.

Oh, if you were interested in being an investor and project manger with us we would
love to hear from you too.



How To Become A Private Money Lender

By Gary Massari

What is Private Money Lending?

A private money loan is a loan that is given to a
real estate investor, secured by real estate for
the purpose of buying discounted properties to
renovate for profits. The PML (private money
lender) in essence becomes the bank with all the
same legal documents.

Private money lenders are given a first or second
mortgage that secures their legal interest in the property and secures their investment.

When we have isolated a home that is well under market value, we give our private
lenders an opportunity to fund the purchase and rehab of the home. Through that
process, the lender can yield extremely high interest rates — 5 or 8 times the rates you
can get on bank CDs and other traditional investment plans. A great number of our
investors redirect their 401K’s and IRA to self direct for the purpose of investing in real
estate as a Private Money Lender.

Your Opportunity to Become the Bank

Essentially, private money lending is your opportunity to become the bank, reaping
the profits just like a bank would. It's a great way to generate cash flow and produce a
predictable income stream - while at the same time, provide excellent security and
safety for your principal investment. You can do what the banks have been doing for
years...make a profitable return on investments backed by real estate secured by a
deed of trust, promissory note and insured as a loss payee. There is no other
investment vehicle like it.

How Much Money Do | Need to Invest?
This varies among investor/rehabbers and their requirements. Some investor/rehabbers

offer as low as $25,000 and as high as $6,000,000. A typical private money lender will
loan as much as $300,000 to $6,000,000 on a purchase in first position. Some of these
lenders are referred to as hard money lenders. Private Money Lenders in second
position will typically loan $50,000 to around $300,000. Our company usually offers
PML's (Private Money Lenders) $50,000 to $350,000 in second position.



Minimum Investment

When working with private
lenders, $100,000 is our
minimum standard investment.
When first investing with us, a
lower initial investment amount
may be agreed upon to ensure
you're confident when working
with our company.

Private Money Lending is Popular Among Passive Income Investors

Private money lending has been and continues to be very popular among passive
income investors who want higher and safer returns on their investments. Basically, a
Private Lender becomes the bank and finances 20% to 100% of the purchase of real
estate and rehab cost, working with real estate investors who buy discounted
properties, repair and renovate them and then sell them at a profit.

Your Investment is Backed by a Tangible Asset

This is a secure investment because it is backed by a tangible asset. Compare that to

investing in the securities market where ownership is only represented by a certificate.
In real estate, the lender has a security interest in the property with rights of ownership
should the investor default. This is not the case in the stock market.

What If the Investor/Builder Can’t Finish the Job?

What if the investor/builder is no longer able to finish the job, how is the job finished?
This is the primary concern of Private Money Lenders. Usually, a licensed contractor
completes the job replacing the Investor/builder and the Private Money Lender steps in
to manage the completion of the job or hires someone to oversee the project to
completion.

What kinds of returns can a Private Lender Expect?

Different investors offer different types of returns, but usually, they pay anywhere from
8% to 12% annual interest with terms of 6 to 12 months. Some investors pay points to
their Private Lenders, such as 1 to 2 points, which is a percentage of the loan amount;
1% of $100,000 loan would be $1,000.00. Some investors also offer a percentage of
profit and in addition to normal interest as an incentive to keep their investors for other
projects. This is done through a JV (joint venture) agreement or a member-managed
LLC.



Can Private Money Lenders Become JV (Joint Venture partners)?

Yes. This is another structure where the Private Money Lender now becomes an
investor. The risk here is that the Private Money Lender can also become liable for any
losses. | do not recommend JV Partnerships for new Private Money Lenders because it
lacks the security of a promissory note, and deed of trust with rights of foreclosure and
beneficiary of loss payee on the insurance policy.

How Does a Private Money
Lender Pick the Right Deal?

This is the million-dollar
question! The Private Money
Lender needs to know how

to evaluate the deal in detail.
My company, as an example,
buys the properties 30%

below market value and then
deducts for repairs and
renovations to determine the
right offer price. The reason

we pull 30% out immediately

is to secure our profit and hedge
against any declining market. We call it FORCE APPRECIATION. Buying the property
right is where the profit is made. We cannot control the market and the economy, but
we know in all the years of real estate that there has never been a declining market that
goes below 30% in a 12-month period of time. Ask your investor/builder to tell you how
they compute their offer price and compare it to our model.

Is the IRS Approved to Use Retirement Accounts in This Manner?
Yes, these are established tax guidelines, and it is completely legal. However, we always
recommend the services of a custodian to invest retirement funds tax-deferred or tax-free.

Is There a Guarantee on Your Investment?
No. There is no government-backed guarantee on these privately held real estate

notes. You're deriving protection from the equity in the real estate. If at any time we
were to default on the note, you have the legal right to take the home (essentially
foreclose on us).

Many investors laugh about this one and say, "l hope you're a day behind on payments
I'd gladly take this one off your hands”. You have to remember we plan for the worst,
and our homes have thousands of dollars of equity in them; and worst-case scenario, is
we don’t make “as much” as we projected for.




Is There a Risk to Being a Private Money Lender?

Yes. There are no guarantees of income and all investments in real estate or otherwise,
can be risky. We always advise our clients not to invest if they cannot afford it.

Should | Consult with My CPA and Attorney?

YES! As a prudent investor and lender, it is always wise and we always recommend that
you consult with your professional people. All our JV agreements are reviewed by our
company attorney and advise our investors to do the same.

How Much Is it Going to Cost Me to Lend to You?

It is our policy to pay for all the closing costs so that your entire investment goes to work
for you. We will pay for the closing agent, document preparation fees, notary fees,
overnight mail fees, bank wire fees, and recording costs. We do not charge any fees or
commissions to our private lenders.

Through private money lending, you have the
Opportunity to become the bank!

HOW THE PROCESS WORKS

Sources of Private Money:

The process is simple. We find an
e 401k extremely undervalued property
. we want to purchase - and once
e Self-Directed IRA ] )
you give us the green light, we
borrow the funds from you to

e Personal Savings, Trust Fund, or any purchase and renovate the

e Many are TAX DEFERRED PROFITS

e Profit Sharing




a mortgage on the home along with other important documents. The next stage is the
property renovation. Once the renovations are complete (typically 3-6 months
depending on the size of the project), we'll list and sell the property. When it's time for
closing, you'll receive your principle plus 10% interest payment and 10% equity times
your participation rate. We set aside 10% of our profit and divide it up amongst the
Private Money Lenders based on the amount they lend. It's just that simple!

The goal is to keep turning that money for you and keep you making substantial profits
so you keep coming back to us — building a long term mutually beneficial relationship.

Overview of the Closing Process

The balance of funds Title Company and

Lenders partial funds are wired directly to Jor Attorney finalize
into escrow for the escrow before the closing
initial deposit. closing. documents.

Renovations start and Escrow is closed and Funds required to
home is completed Deed of Trust is filed close are wired
Lender receives T U eI directly to escrow.
principle and interest

The lender/investor reviews legal documents
as prepared by our attorney and approves
prior to making a commitment!



2450 WEST STREET BERKELEY

We have years of experience in home building and transforming structures into
timeless and memorable living spaces!

I © 2019 bv‘doe' A

We sold the property for $95,000 over list price in 28 days. Our investors made $27,000 on
$250,000 invested in 4 months for an annual return of 32%. Our properties return so high
because we buy them at a discounted price based on our profit formula and our local
knowledge of our market.

The profit is made at the point of purchase! We watch the trends weekly and adjust our
cost and timing to optimize our profits to protect our high returns to investors. One of the
most exciting things we teach our investors is how to use the bank’s money and low
interest-bearing accounts such as IRA’s and 401k’s to add real estate to their investment
and retirement portfolios, increasing their yields secured by a tangible asset and not
unsecured equities.

If you want to become one of our Private Money Investors or learn more about it, we are
expanding our business and opening up more opportunities for new investors.
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Exterior Before and After

Kitchen Before and After

Bathroom Before and After
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Summary of Financials — 2450 West St

Selling Price: $1,490,000
Title $30,967
Rehab $171,961
Selling Comm. $74,500
Finance and Taxes $100,902
Total Costs $1,363,330
Profit $126,670

Typically, we are booked in advance 30 to 6o days and there is a waiting list, so
simply book an investment strategy session with Gary in Northern California or
Karla in Southern California to learn more about our company and becoming a

Private Money Investor with us.

We would love to have you join our family of investors!
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Get Started with Us

GETTING STARTED WITH US IS EASY! If you haven't already done so, it's important
to sit down and discuss all these details in person. We will need a clear definition of
what your goals are, i.e. long-term investment strategies and or short-term strategies,
and the amount you are comfortable initially investing. At that point, we will present
you with any current opportunities that fit your criteria or contact you as soon as we
have one that fits.

The next step is to get to know us by requesting our Private Lender Investor Packet,
(Who Are We) and review all our legal documents and make sure all your questions are
answered.

If you have any interest in this opportunity, please contact Gary Massari directly at 925-
451-1619 send me an email: gary@reifortunes.com
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Meet Gary

Gary Massari
CEO & Founder of REIl Fortunes & RElI Homes Signature Properties

Gary's mission is a simple one: Give his investors the opportunities they need to
succeed!

Gary's objective is to bring his Private Money Investors higher than market returns on a
continuous basis. Gary does over $12 million in real estate sales and is now expanding
his business into Southern California in order to provide his private money lenders more
growth opportunities.

Gary is scaling his company in order to double his sales volume in the next two years.
He is a top real estate investor, real estate broker and trainer who ran a successful peak-
performance school and trained over 3000 realtors, investors and loan officers to
become top income earners.

Book a Phone Q&A session with Gary here:
https://reifortunes.com/appt/qgary/

Call Gary at 925-451-1619
Email Gary at gary@reifortunes.com
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