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A Few Kind Words Regarding Lee Equities’ Leadership… 

 

“His [Alvin's] leadership skills and attention to detail has proven to be transferable in other 

areas of his life...  As a real estate investor, Alvin has also shown tremendous character in seeing 

a project through from concept to closing...” 

Gary L. Smith 

Marcus & Millichap - Real Estate Investment Services 

 

 

 

"I would have to say that respect, professionalism, entrepreneur, and class are the words that 

come to mind when I think of LaJuan..." 

Michael Jordan 

President, GlobalWay Holdings, Inc. 

Livonia, MI 

 

 

"Alvin is a very focused and talented individual.  He has a very solid and direct approach to 

investing in real estate... those that work with him will be successful... A real team player..." 

Jason Beale 

Business Development and Contractor Relations at RegainGo 

Madison Heights, MI 

 

 

"The biggest benefit to working with Lee Equities was the education that Mrs. Grier gave us 

about the investment process.  We were able to get a great deal on a property with no problems." 

Tuere Wheeler 

Southfield, MI 
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Introduction to Lee Equities… Who Are We? 
 

We are Lee Equities, a real estate investment company.   

 

What We Do 

We pay investors 8-to-15% returns for funding short-term, 

affordable residential housing rehab projects in the west and northwest suburbs of Detroit.  

 

The Process 

People find out about us in numerous ways, but below is a high-level overview of how the 

process goes when we work with investors: 

1. Person interested in learning more about the opportunities we have contacts us either by 

phone, or by using our Contact Us form at LeeEquities.com.   

2. After a thorough phone conversation where we uncover the person’s true goals and 

interest, we schedule a time for a 15-to-20 minute overview of our complete program.  In 

this meeting, we go in-depth about our experience, how investments are secured, 

expected returns-on-investment, and more.   

Note: This overview can be done either in-person, via a one-on-one lunch meeting, or 

over the Internet, using Skype. 

3. We explain the investment options we offer and the timelines per investment. 

4. We stay in contact with one-another, and start a prosperous business relationship. 

5. We open a draw account for investment funds. 

6. Project is started; draws are taken and return timeline begins. 

 

Our Leadership 

Our leadership comprises of me, and my wife LaJuan.  Between us, 

we have about 20 years of real estate investing experience. 

Since I'm a nerd who loves to research, my major focus in our 

business is marketing and the technology-related stuff.  I also 

handle the managing and monitoring of the contractors that work on 

our rehab projects. 
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LaJuan focuses on investor relations, property analysis, and administers the workflow of our 

property acquisition process. 

 

Our Team 

Outside of us, we have a big team around us; virtual assistants, fellow investors, real estate 

agents, title companies, mortgage brokers, general contractors, subcontractors, and inspectors 

that have helped Lee Equities continue to move forward. 
 

Philosophy 

I haven't mastered it yet, but I'm a firm believer that "what you think about, you bring about."  I 

really think that's part of the reason we've been blessed with so much success in the real estate 

industry. 

That attitude has helped us hone our craft through perseverance, constant education, and learning 

from the inevitable ups-and-downs in this real estate business. 
 

Values 

Outside of Lee Equities, we spend most of our time raising our family, exercising, travelling, and 

taking advantage of the rare times when we get to spend some time alone with one-another. 
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Chapter One:  How to Make Money Without Doing Anything in Real Estate. 
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Chapter Summary 

 Private lending is when a private individual lends money to another individual or 

business to fund a real estate transaction. 

 This book is focused on the act of making money by lending money for the purchase, 

rehab, and reselling of a property (aka real estate “flipping”). 

 The big draw to private lending on flips is the high profits and interest rates the lender 

can make.  The interest rates are much higher than what’s available from normal 

securities, like CD’s and stocks.  It’s common to make anywhere from 6% to 15% 

interest; sometimes more. 

 On these deals, lenders tend to make their investments and profits back within six-to-nine 

months. 

 Borrowers pay such high returns on your money, because they can’t get what you’re 

providing anywhere else. 

 There are several ways to raise the money to lend, if you don’t have it sitting liquid in a 

bank account. 

How to Make Money Without Doing Anything? 

So what’s the key to making money in real estate without doing anything? 

It’s called private lending. 

Private lending is when a private individual (instead of a bank) lends money.   

Like a bank, there are numerous types of loans that can be lent from a private individual.    

You might be thinking, “Well I may as well close this book right now, ‘cause I barely have 

enough money to make ends meet, let-alone 

enough to lend somebody!”   

If that’s indeed what you were thinking, I 

suggest that you click here to skip to 

Chapter Thirteen, where I explain how you 

can get involved even if you don’t have 

substantial amounts of cash laying around.   

In this book, however, I will be focusing on 

the act of lending money to a real estate 

investor who uses that money to buy, 

renovate, and resell real estate for a profit. 
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How Much Money Can Be Made?  

Ultimately, the amount of money you make depends on the rate you negotiate with the borrower. 

The most common interest rates I've seen personally have been in the 6%-to-15% range.  I’ve 

even seen a few 20% rates. 

For rehab projects, most investors get their money back in three-to-nine month’s on-average. 

 

Why Are Investors Willing to Pay Such High Interest Rates? 

Real estate investors agree to these high interest rates because you're giving them a rare 

opportunity to leverage financing to fund rehab projects. 

That's something they can't do with a traditional bank or financial institution.   

Because of the opportunity you're giving them, you're rewarded with an above-average interest 

rate on your money. 

It’s a true win-win, which is just how business is supposed to be. 

 

Click here to check out an article I wrote on why I think private lending is one of the best ways 

to passively invest in real estate. 

 

What is the Best Investment for Private Money? 

If you're just getting started as a private investor, you might want to focus on the "Quick Turn" 

(aka "flipping”, or “rehab”) market. 

This is where real estate investors buy homes, 

repair them, and sell them for a profit. 

From the moment you close on the property and 

the rehab is completed, your clock starts ticking.   

Typically, the property is sold to an end buyer 

anywhere from three-to-six months from when the 

house was bought.   

 

This is nice, because as a private lender, you're investing your money for a relatively short period 

of time, as opposed to lending it out for years.  Not to mention the fact that the rates you’re 

making on your money are better than what you’d get with other common securities, like CD’s. 

You lend the money, and in a few months, you get your principal and profits right back into your 

pocket. 
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This is an ideal market for private lending because it's relatively simple and fast.   

Plus your investment is secured by real estate that is purchased way below its true market value, 

leaving you with quite a bit of equity. 

 

Do You Have to be Rich? 

Absolutely not.   

If the properties in your local market are too expensive for you, you can invest as a private lender 

in other markets, where they’re less expensive. 

Most rehab projects are going to start anywhere from $10,000 to $50,000.  This cost increases 

depending on the neighborhood and value of the home, and may or may not include the purchase 

price of the property. 

 

What if You Don't Have Liquid Cash to Lend? 

If you don't have enough money to lend sitting in a bank account, don’t fret; you might have 

some options. 

The most common alternative 

funding source I’ve seen 

lenders use are IRA’s.  

Granted, there are probably a 

couple other options I'll 

forget to mention, but below 

are some other ways to come 

up with the money to lend if 

you don’t have it in cash 

assets: 

 Retirement accounts 

 Stocks  

 Equity in your home  

 Family members  

 Pooling money with friends and family 

 Finding a financial/investment company online that pools small contributions from 

hundreds of people to fund private loans to real estate investors. 

 Low-interest credit cards 
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Click here for more information on creative ways you might be able to come up with the money 

to lend. 

 

Is Private Lending for You? 

Ultimately, that's for you to decide.  But here are a few things to consider as you think about it. 

I think deciding on whether this is something you want to do or not depends on: 

 

 Your financial goals 

 Your risk tolerance 

 The amount of money you have available to lend 

 Your stage of life 

 

As you consider those four aspects of your life, let's talk about the benefits of lending money 

privately. 
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Chapter Two: 11 Reasons Why Private Lending Can Change Your Life 
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Chapter Summary 

 Private lending for real estate deals is secure.  If the borrower defaults, you take over 

ownership of the subject property.  That property was purchased well-below market 

value, which gives you tons of equity. 

 Private lending on real estate flips allows you to make great returns in short periods of 

time.   

 The borrower takes-on all of the headaches involved with the purchase, rehab, and resale 

of the property.  This factor makes private lending a truly passive income opportunity for 

the lender. 

 Private lending is a simple and effective way to boost your retirement account. 

 

I’m sure there are more, but here are just 11 reasons why you might want to seriously consider 

private lending as a revenue stream: 

 

 

1. Secure.  No investment is risk-

free, but private lending gives 

you a pretty secure source of 

bringing in passive, reoccurring 

revenue. 

Even if the property doesn’t sell 

in a timely manner (or at all), 

you’ll have an asset that was 

purchased at an extreme discount 

that will appreciate over the long-

haul.  If you want, you can even 

turn the property into a rental 

property that can bring you 

monthly income. 

 

2. Nice interest rates.  You get interest rates above what is available with other investment 

options like the stock market and CD's.   

Like I said earlier, most private loans (including the projects we’ve worked-on directly) 

pay-out between the 8-15% range, which historically beats the Dow Jones and S & P 

averages. 
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3. The lifestyle aspect.  You don't have to be involved with the day-to-day operations that 

come along with rehabbing a property.   

The investor that’s borrowing the money from you deals with those headaches. 

This freedom allows you to carry-on with your normal day-to-day activities, while having 

someone making money for you while you sleep. 

Of course, you're going to want to get updates on the status of the project here and there, 

but you can communicate via phone or Internet from just about anywhere.   

 

4. Great way to build for your retirement.  About half or so of the private investing 

situations I’ve witnessed firsthand were funded from the lender’s retirement account. 

As long as they put the profits back into their retirement accounts, the taxes are deferred, 

which allows them to prevent getting taxed on their profits and boost their retirement 

accounts at the same time. 

 

5. Expands your investment horizons.  As a result of dealing with experienced real estate 

professionals, being a private lender for some of their deals can help you discover other 

real estate-related opportunities that you didn't know about (or understand) before. 

 

6. Great networking opportunity.  I've found that some of the most financially successful 

and entrepreneurial-minded people in my community are involved in real estate investing 

in one way or another.   

From politicians, to retail business owners, real estate is the one investment that is 

understood by people in all different aspects of business and influence.  

If you're new to real estate investing, becoming a private lender is a great way to meet 

some awesome people.  

 

7. Stability.  The high interest rate you're charging the borrower stays constant throughout 

the duration of the loan term.  

And regardless of what the Fed rate is, you can pretty much guarantee that you're going 

to make between 8% and 15% on every single loan you lend-out. 

In private lending, you’re the bank, and you set your own terms, without any influence 

from the Fed rate. 
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8. Tax Advantages.  The income you make from this method of investing is tax-deferred or 

exempt from state and Federal income taxes, when you're investing from (and back into) 

your IRA or retirement fund. 

 

9. No costs to invest.  There aren't any investor fees, and no load fees that reduce your 

principal, like with some other securities.  All of your money goes directly to work for 

you from day one. 

 

10. You get to leverage other people's money.  At first glance, one might only think that 

the borrower is the only one leveraging someone else's money in a private lending 

arrangement. 

But in actuality, the lender is leveraging the borrower's money as well. 

You see, it costs money to bring in the property leads that the investor uses to find the 

best properties to buy and rehab.   

And you get to take advantage of the leads the investor is bringing in without having to 

personally pay for those marketing costs.  

You also don’t have to spend any of your own precious time researching, evaluating, or 

negotiating the deals with the sellers of these properties 

 

11. Provides diversification.  Investing like this gives investors another method of portfolio 

diversification.   

Portfolio diversification reduces a person's risk of being financially devastated when 

investments in specific markets take a huge negative hit. 
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Chapter Three: 5 Reasons Why Private Lending is Safe 
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Chapter Summary 

 The mortgage/deed of trust makes sure it’s officially recorded with the county that you 

get the property if the borrower defaults on their obligation to repay you.  If the borrower 

defaults, the lender can simply foreclose on the property to retain the collateral for the 

loan. 

 The subject property should be purchased at 70% LTV or lower, so if you have to take 

the property back, you have enough equity in it to have multiple options regarding what 

you want to do with it. 

 Unlike traditional, corporate lenders, private lenders have personal, mutually-beneficial, 

relationships with their borrowers.  The borrower’s vested interest in the relationship 

continuing provides an added layer of assurance to the lender that the borrower is going 

to work hard to make sure the lender gets their money back. 

 

Private lending is a pretty safe way to invest money, especially with real estate. 

The bursting of the real estate bubble a few years ago, combined with the bad condition of the 

U.S. economy makes right now a great time to become an investor.   

Let's talk about the people and philosophies that help you protect your money as a private 

investor. 

Note: A huge way to minimize risk on a private loan of this nature is to reduce the risk on the 

subject property that’s being rehabbed.  Click here to check out an article I created on ways to 

minimize risk on real estate flips/rehabs. 

 

Reason #1 – You Have a First Lien Mortgage/Deed of Trust on the Property  

As a private lender, you'd be taking a first lien mortgage position on the subject property.   

When the property is sold at a later time, you will be the first to be paid back what is owed to 

you. 

If the borrower was to default on their obligation to you, you then own the property. 

Depending on what state you're in, your interest in the property will be made official via the deed 

of trust or the mortgage that's recorded with the county. 
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What is a Mortgage? 

A mortgage is a direct agreement between the lender (you) and the borrower (the real estate 

investor).   

With a mortgage, the borrower holds title to the property.  But they pledge that they will give the 

property to the lender if they default on the terms of the agreement. 

Unfortunately, if the lender has to foreclose, they have to go to court before they're able to get 

their property into their name. 

During the initial stages of the foreclosure process, the lender goes to the judge and says that the 

borrower needs to catch up on their payments; otherwise they're going to foreclose on the 

property. 

If the borrower continues to let things go bad, it's up to the judge to make a ruling that puts the 

lender back on title as the owner of the property.  

I've never had to foreclose on someone, so it's best that you consult and hire a real estate attorney 

if you end up having to do that. 

 

What is a Deed of Trust?   

A Deed of Trust is used in non-judicial states.  With a deed of trust, a third-party trustee holds 

title of the property.   

The title is held in escrow (so to speak) with that third party.   

Once the agreement is fulfilled by the borrower, the deed is released to the borrower to become 

the official owner of the property. 

If the borrower defaults on the loan, the bank/lender executes a trustee sale where they sell the 

property. 

There are no courts involved in the foreclosure procedures with a non-judicial state (unlike 

judicial states).   

 

Reason #2 - Property Purchased at Discount 

In order for the borrower and yourself to make a nice profit when the property is sold, it has to be 

purchased at an extreme discount. 
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In fact, most experienced rehabbers only purchase properties at 60% of market value or lower. 

 

You Never Exceed 70% LTV on the Loan 

In other words, if a property is going to be worth $100,000 once it's fixed-up, you never want to 

loan more than $70,000 on the project. 

This way, you have enough equity left to 

have options to get rid of the asset (if you 

choose) in the event that the borrower 

defaults on their loan. 

Bottom line, if you're lending at no more 

than 70 percent LTV, it's pretty tough to take 

a true financial loss as a private lender. 

 

Reason #3 – You Get to Leverage Someone Else's Experience 

Leveraging the experience of the borrower (assuming they are experienced) reduces your risk 

tremendously; especially if you’ve never personally flipped a house before. 

From interviewing and managing contractors, to finding and identifying the best properties, 

there’s a lot involved in the process. 

And as a private lender, you get to financially benefit from the rehabber’s experience with 

handling these tasks.   

Click here to check out an article I made about how we screen general contractors before hiring 

them for our rehabs.   

…and this is an article that goes over how we monitor and keep contractors accountable when 

they’re working for us. 

 

Reason #4 - The Benefits of Having a Personal Relationship Between Lender and Borrower 

One thing that distinguishes private lending situations from traditional lending is the personal 

relationship between both parties. 

With a traditional loan or mortgage, neither party has a real relationship, so things are handled 

more coldly, if you will. 
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Here are a few situations where that personal relationship becomes beneficial for you: 

 The Borrower Should Want to Save their Reputation. 

If you’re screening your prospective borrowers properly, the borrowers have probably put 

a lot of work into creating and maintaining a good reputation in their community as a 

professional. 

The last thing they should want to do is risk their reputation by ruining the relationship 

between you two.  So a knowledgeable borrower/investor is going to do everything in 

their power to make sure you are treated right in the transaction. 

 

 You Can Have the Borrower Deed You the Property.   

If things are really getting out of hand, just have the borrower deed the property over to 

you. 

If there's any hopes of maintaining a good relationship, they should agree to this.  I can't 

understand why they wouldn't, but I'm sure there are some people out there that wouldn't 

want to do it. 

In my opinion, even though I've put work into the property, if I'm defaulting on my 

obligation, it's probably my own fault somehow, so the lender deserves to get the 

property.   

 

 You Can Restructure the Payment Schedule.  

If the borrower falls-behind or defaults on the payment schedule established for the loan, 

you can simply restructure the payment schedule; especially if it was purchased properly 

so you’re still both confident that the house is still going to sell for a profit. 

 

Reason #5 – If You’re Left With No Other Choice, You Can Foreclose. 

If you're left with no other choice, you'll have to foreclose to get the property back.   

From what I hear, going through a foreclosure isn’t as time-consuming as I thought at first.  

Luckily, I’ve never had to foreclose on someone. 

I've heard that it's just as easy as sending your promissory note and mortgage to a real estate 

attorney, hiring the one you like the most, and have them handle the process for you. 
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As far as how much it's going to cost you, that's something that I'd imagine would depend on the 

attorney as well as the state that you're in, being that the laws vary for judicial and non-judicial 

states. 

If you want to get more familiar with the foreclosure laws in your specific state, check out this 

page, where you'll find a link on there for your state and you can read up on the specific 

foreclosure procedures in your state. 
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Chapter Four: 7 Reasons Why Now is a GREAT Time to Be in the Flipping 

Business 
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Chapter Summary 

 Properties aren’t sitting on the market as long as they once were, which means that 

there’s an increase in demand for properties nationally. 

 Interest rates are low, but are on the rise.  This phenomenon encourages people to buy 

properties now while interest rates are low.   

 Median sales prices are up across the nation, which means house flippers are going to be 

able to sell their properties for higher prices.  

 Real estate is a local business.  Just because national numbers and averages say one thing, 

that doesn’t mean that applies to your local market. 

 About 28% of the homes bought are by first-time homebuyers.  They’re heavily 

influenced by the affordability of homes, and the location of homes.  With interest rates 

so low and the unemployment rate is going down, now is a pretty good time to put houses 

up for sale, if they sit in desirable neighborhoods. 

 

Note: Due to current market conditions, we don’t flip properties in the city of Detroit, only the 

surrounding suburbs.  We only wholesale properties, and hold properties for rental income in 

the city limits (as of July 2015). 

I will be talking about national 

trends as of December 2013. You 

want to make sure you investigate 

these numbers in the areas that you 

want to invest in, as each market 

has their own trends to consider. 

 

"Is it good to invest in property 

now?" 

In this chapter, I'll share my 

thoughts on it. 

Click here to view an article I made 

that explains why there’s money to 

be made flipping houses in the 

current real estate market. 
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Good Time for Flipping 

Generally-speaking, from our experiences and analysis on the current market, we think it’s a 

good time to buy and rehab properties. 

This isn't the case everywhere, though.   

Real estate is a market-by-market business.  For example, even though the prices are trending up 

in Detroit, the low values and limited demand (among other factors) keep us from flipping 

properties to retail buyers in the city of Detroit at the current time. 

 

Reason #1 - Median Sales Prices are Up 

While working on our business plan for 2014, I decided to research the median sales prices of the 

cities that are close to where we live. 

I was doing this, so I could identify which cities and areas we want to rehab properties in, and 

which ones we’re going to avoid in the first part of the New Year. 

I found that each of the ten cities have had an increase in median sales prices compared to a year 

ago. 

In fact, that same trend is going on all around the U.S.1 

 

What This Means 

If you’re thinking about lending to borrowers that are into buying, rehabbing, and reselling single 

family houses, this is a good sign. 

The higher the ARV, or after-repair value of a home, the more you guys are going to be able to 

sell it for. 

And the more prices go up, the more you’re going to have to pay for the property you’re going to 

try to flip. 

So if you're lending on these deals, the higher the prices go up, the more you're going to have to 

lend on each property. 

And as home prices go up, the more and more they're going to get out of reach of most people’s 

budgets.  This means that eventually the prices might get too high for the retail buyers that you 

and the borrower are going to want to sell to. 

                                                 
1 http://www.realtor.org/news-releases/2013/09/august-existing-home-sales-rise-limited-inventory-continues-to-

push-prices 
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Reason #2 - Interest Rates are 

Low 

Interest rates have been about as 

low as we’ll ever see in our 

lifetime, but they’re going up. 

The threat of rising interest rates 

convinces people buy sooner than 

later.  This is good, because if 

you’re going to be involved with 

“flipping” right now, you’re 

going to have even more people 

looking for houses now due to the 

interest rates. 

The lower the interest rates, the 

more people that are out there that 

can afford to buy property. 

By no means am I trying to say that high interest rates spell doom for your flipping business 

plan. 

In fact, I read about a study by Trulia Trends that stated that the national average for interest on 

30-year fixed-rate mortgages would need to get to over 10.5% before it would stop making sense 

for consumers to buy a home2. 

 

Reason #3 - The First-Time Home Buyer 

Although first time home buyers make up a smaller percentage of the homes bought in the US 

nowadays, they’re still relevant enough to account for. 

The National Association of Realtors reports that in November 2013, they only comprised of 

about 28 percent of the houses sold. 

This is a pretty big drop from the 40 percent mark market share that they take up when the 

market is healthy.   

Considering how big of a chunk they make up out of all of the home sales in this country, it’s 

smart to think about how you can position yourself and your property to appeal to these people. 

 

 

                                                 
2 http://trends.truliablog.com/2013/06/mortgage-rates-rent-vs-buy/ 

http://leeequities.com/contact-us/
http://trends.truliablog.com/2013/06/mortgage-rates-rent-vs-buy/


 

 

What Motivates First Time Home Buyers? 

Keller Williams, a large real estate agency, revealed the top three factors that first-time home 

buyers think about when they consider buying a home: 

 The Current Real Estate Market 

 Financial Ability to Purchase 

 Location of the Property and Price 

With the interest rates at record lows and on the climb, prospective first time home buyers know 

that now is the time to buy if they’re going to do it, especially considering the low prices on 

properties and tax credits that are available right now for them. 

And if you apply the techniques I provide in this book on finding areas where there's demand, 

your chances of successfully flipping a house right now go up tremendously. 

 

Reason #4 - Unemployment Rate Going 

Down 

Similar to the real estate market, the 

unemployment rate fluctuates a bit each 

month, but it always trends up or down if you 

look at it over an extended period of time. 

And right now, the unemployment rate is 

trending down here in the U.S. That means 

more people are able to qualify for 

mortgages on properties. 

 

Reason #5 - The Law of Supply and 

Demand 

Real estate follows the law of supply and demand.  

When the demand is bigger than the supply, the prices go up. When supply is bigger than the 

demand, the prices go down.  

Right now, the number of foreclosures on the market is decreasing, which is dragging the supply 

numbers downwards. 

This means that overall in the U.S., we’re gradually reaching a point where there’s more demand 

that there is supply. 

This is exactly what you want to see, if your business is to renovate and resell properties. 
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As of October 2013, there was a 27 percent drop in the number of foreclosures on the market in 

the U.S3. 

 

Reason #6 - People that Were Foreclosed-On Are House Shopping Again 

We all know there were a ton of foreclosures a few years ago as a result of the real estate bubble 

bursting. 

Well a lot of the people that were foreclosed-on back then are starting to be able to buy homes 

again; especially if they were foreclosed in 2008 or earlier. 

So there’s a segment of people that will now be back in the market looking to buy homes again. 

 

Reason #7 - Median Age of Inventory is Down 

The median age of inventory is one of the strongest ways to determine the amount of demand 

there is for properties in a given area. 

This number measures the amount of time it takes a listed property to sell. The shorter, the better. 

Nationwide, as of October 2013, this number is down 11.32 percent from what it was in October 

20124. 

This means that nationwide, demand is up for properties.  And this is a good thing, if you’re in 

the business of selling properties. 

 

 

 

 

 

 

                                                 
3 http://www.realtytrac.com/content/foreclosure-market-report/september-and-%20q3-2013-us-foreclosure-market-

report-7899 

4 http://www.realtor.com/data-portal/Real-Estate-Statistics.aspx 
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Chapter Five: Inside the Numbers… Why Private Investors Really Make 

Better Returns than they Can with Other Securities 
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Chapter Summary 

 You can make more in one year as a private investor than you can in five years with a CD 

(certificate of deposit), because of the big difference in interest rates you earn on your 

money. 

Let's be honest.  You're looking into this because you want to make more money.  Most people 

that are considering private lending just don't believe that they can make the ridiculous returns of 

8%, 9%, or 10% or more. 

And that's understandable.  Let's look at an 

example real quick. 

Example 

Note: I like to stick to the $100,000 investment 

example, because it's a nice round number, 

and it makes things easier to understand. 

Let's say you were to invest $100,000 into a 

CD at a 2% yield over 12 months.   

After 12 months you've made $2,000 on your 

$100,000. 

By investing with a real estate investor at a 12% yield, you've made $12,000.   

By lending that money to a real estate investor for a "flip" project, you will actually make more 

in one year than you would make in five years with that CD. 
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Chapter Six: 3 Ways to Raise Funds to Lend if You Don’t Have the Cash 
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Chapter Summary 

 If you don’t have the cash to lend, you can use your IRA to lend as well. 

 Peer-to-Peer Lending websites and zero/low-interest credit cards can be used to lend. 

 

Right now you might be thinking, "What if I don't have that much money to lend?"   

Before you rule yourself out as a potential lender, let's look at some places you might find the 

money to lend. 

You just might have the money and not even know it. 

 

Places You Can Find Money to Lend 

 Cash.  This is the simplest and most obvious method, but it's a method nonetheless, so I 

had to include it. 

 Self-Directed IRA.  Other than cash, this is probably the most common vehicle I've seen 

private investors use to lend money. 

Note: I have an entire chapter dedicated to using an IRA to invest in real estate near the 

end of the book. 

The beauty of self-directed IRA's is that they allow you to invest in several asset classes, 

including, real estate. 

On top of that, when you use the self-directed IRA to buy real estate (or to lend to 

someone to buy real estate), the profits and proceeds are tax-deferred, because they go 

back into your IRA account. 

I was stunned to find out that out of the billions of dollars that are sitting in retirement 

accounts, only two percent of all the retirement assets are in self-directed IRA's. 

Unfortunately, you can't go out and buy a new car or something with the money you 

make, because it's got to go back into your IRA.  The good side is you're able to boost 

your retirement account by adding big chunks of money to it that you wouldn't be able to 

get in almost any other investment security. 

Tip: If you're thinking about rolling your retirement funds into a self-directed IRA, 

strongly consider finding one that will give you "checkbook control."  Checkbook control 

allows you to make purchases quickly by writing a check, instead of having to wait weeks 

for your IRA to release the funds for your purchase.  In real estate, sometimes you have 

to pull the trigger quickly before the competition grabs the deal, so having checkbook 

control might be beneficial for you. 

 

http://leeequities.com/contact-us/


 

 

 Peer-to-Peer Lending Websites.  I will tell you upfront that I personally don't know 

anyone who's actually received a loan from one of these sites that they’ve used to lend to 

a real estate investor.  

But that doesn’t mean it’s not possible. 

I have, however, heard of real estate investors leveraging websites like Prosper to find 

private lenders for their real estate projects. 

In this instance, however, you would be looking for someone to allow you to be the 

"middleman," where you'd be using their 

money to lend to someone else.   

That might be an uncomfortable scenario for 

people on the website to take you up on, but 

you never know unless you try! 

In fact, one of the major benefits to these 

types of websites is the flexibility you can get 

in the repayment requirements in addition to 

relatively low interest rates. 

I'm just thinking out loud right now, but if 

you could find someone to lend at, say 8%, 

and you charge the borrower 15%, you could 

make the difference. 

Of course, check with a lawyer before 

pursuing something like that.  I was simply 

sharing what was going through my mind 

while I was talking about this topic. 

 

 Credit Card.  You can use a credit card if you have a big enough limit.  Especially if 

you have a zero or low interest credit card.  

I used one about ten years ago for a rehab, and it was one of the worst decisions I’ve ever 

made, because the interest rates were through the roof.  

The monthly payments were ridiculous.  I was panicking, calling my end buyer’s 

mortgage broker every two or three days asking for an update on when we were closing. 
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Chapter Seven: 4 Keys to Thinking Like an Experienced Private Lender 
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Chapter Summary 

 If you procrastinate in this business, you’re going to miss out on a lot of money.  If a 

prospective borrower presents a deal to you, act quickly; that deal may not be available 

tomorrow. 

 If you have an established routine for analyzing deals your borrowers present to you, 

stick to that routine; never cut corners. 

 Never tell a prospective borrower that you’re going to lend unless you’re serious.  Trust 

goes both ways.  Not only do you need to trust them, but they need to trust you too.  If 

they present you with a deal that meets your criteria and you fail to perform, they may be 

apprehensive to call you next time. 

 

Let’s talk about some philosophies you should embrace if you want to be successful as a private 

lender. 

Note: If you’re going to lend money on real estate “flips,” it’s to your advantage to understand 

the fundamentals of the “flipping” business.  Click here to check out an article I did on what 

newbies in the business need to understand. 

#1 - NEVER Cut Corners 

And I mean never.  Don't cut corners.  There's simply way too much money at-stake to be cutting 

corners. 

Before you lend one dollar, educate yourself on private lending.  And from what you learn, take 

every precaution that you can that applies to your circumstances.   

You also want to keep in mind that you want to have a credible and experienced borrower.  They 

can help you “dot-the-I’s and cross-the-T’s” necessary to lower your risk. 

I learned about the stress cutting corners can cause on your life early on.   

Here’s an example of the avoidable anguish cutting corners can cause you. 

 

 

Example 

About ten years ago, I bought a foreclosure that I rehabbed and (eventually) resold.   

Mind you, I had been to several real estate seminars and trainings up to this point, and all of 

them preached the importance of having an inspector inspect the property prior to buying. 

Did I take heed to that advice?  Of course I didn’t. 
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After a walkthrough conducted by myself, I bought the property, figuring that that all it needed 

was some cosmetic work.  

The result?  About $5,000 in unexpected repairs.   

I had to pay to have asbestos removed from the basement, and there were electrical and 

plumbing issues that I didn't 

know of either before I 

bought the property. 

And I had no one to blame 

but myself.   

The moral of the story?  

DON'T CUT CORNERS.   

If there are things you can 

do to make your investment 

safer, do yourself a favor, 

and do those things.   

#2 - Don’t Procrastinate 

Let's say you've met a real estate "flipper" that you trust, and you've agreed to fund a loan if they 

present you with a deal that meets your criteria. 

When you get presented with potential deals, you need to be able to decide quickly whether or 

not you want in on it.   

 

And I say that because: 

A. There's a good chance that they will present that deal to other potential investors who 

might jump on the deal before you make a decision, and  

B. Failing to perform when you're presented with deals will eventually lead to the real estate 

investor looking to other lenders in the future, instead of you. 

C. The deal the real estate investor is presenting to you can be here today and gone 

tomorrow.  Most homeowners that are willing to sell at huge discounts are "motivated 

sellers."  And motivated sellers will usually sell to the first prospective buyer that “shows 

them the money.” 

Don't get me wrong; there are tons of deals out here, so if you miss out on one, you don't need to 

cry about it.   
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All I’m saying, is that if you’re ready to get started lending, it might be another couple months or 

more before you get another opportunity presented to you…   

…Especially if you only have a couple prospective real estate flippers/borrowers that you know 

and trust. 

You always want to do your due-diligence, but don’t let the paralysis of analysis syndrome 

defeat you, and keep you from taking action. 

 

Don't Lose the Trust of the Real Estate "Flipper" 

Trust goes both ways in this business.  Yeah, you need to trust the borrower, but they need to 

trust you too. 

If you say that you're ready to fund a deal that meets your criteria, it's in your best interest to 

mean it. 

Whether you're working with a mortgage broker funding deals that banks won't lend on, or 

working with investors funding flips, failing to perform when your number is called is an easy 

way to become forgotten-about in this business. 

#3- Be Patient.  Do Your Due Diligence 

I know it sounds like I'm contradicting myself talking about patience right after talking about 

how you don’t want to procrastinate, but hear me out.  

You can actually exercise patience and act quickly at the same time. 

 

 

Example  

Let's say you and I met, seemed to get-along, and you were interested in me letting you in on 

some deals as a lender. 

A week later, I called you and/or sent you an email about a deal that meets the criteria that you 

told me you were looking for. 

In that email, I included: 

 The proposed loan amount 

 Comps for the subject property, and the After-Repair Value (ARV) of the property 

 Pictures of the property, including many of the things that need to be done with it 

 A copy of a bid/estimate from a contractor that lists-out all of the work that needs be 

done (including a 10% cost buffer on the repairs) 
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 My proposed terms of the loan 

 My proposed interest rate (for example 12%, no points, no monthly payment) 

 Address of the property 

 Purchase price 

 Loan-to-Value (LTV) ratio of the loan I’m requesting 

It might take you all of twenty minutes to confirm and double-check the information that I sent 

to you. 

Look it over in the next couple hours, and you could be in on a deal that can make you $6,000 

profit on a $50,000 investment.  

But if you wait a couple days to look over that deal, you might miss out.  

My point is that you can still do your due diligence without it taking up a lot of your time. 

You have to act quickly in this business.  Acting quickly doesn't mean that you have to act 

impulsively.   

Make sense? 

#4 - Don't Do the Deal if You Have a Bad Feeling 

With that said, you should never let pressure make you lend on a deal you don’t like. 

Never lend on a deal that you don’t feel right about, or that doesn’t meet your criteria. 

Know your criteria, and stick to it. 

Here are the only reasons I think you should ever change your criteria, or deviate from it: 

A. The market you’re investing in changes drastically 

B. You choose to invest in a different market, as all markets are different 

C. Your financial situation changes, and allows you to invest in different types of deals 
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Chapter Eight: What Every Investor Should Know Before they Lend on their 

First Deal 

 

 

 

 

 

 

 

 

 

 

 

 

http://leeequities.com/contact-us/


 

 

 

Chapter Summary 

 There’s always a chance that you could end up owning the property that you’re going to 

be lending-on.  With that in-mind, only lend on properties that sit in areas where you 

wouldn’t mind owning a property in. 

 Trulia.com, Realtor.com, and Movoto.com are three free online resources you can use to 

help you figure-out the areas where you’re going to lend, and the areas you’re going to 

avoid lending in. 

 There are five different qualifiers you can look for online to determine which areas give 

you and the borrower the best chances of selling quickly. 

 It’s extremely rare to find an area that meets each and every qualifier you look for to 

consider an area a “seller’s market.”  Your ideal areas should meet most qualifications, 

though. 

 Just because a city may meet the criteria you’re looking for, that doesn’t mean that you 

want to lend on just any house in that city.  There are always specific areas within those 

cities that are the most in-demand.  You want to identify those areas. 

 There are specific types of homes that have more demand than others.  It’s in your best 

interest to be-in-the-know about what types of homes are in-demand. 

 If you don’t know these things, you want to make sure your borrower does. 

 

OK, so how do you establish your criteria?   

I don’t think there’s a particular right or wrong way per se, but here are a few ideas to help you 

figure it out. 

1. Location.   

Do you need to live close to the property’s you lend on?  

If you do, you need to find a real estate investor that lives and operates locally. 

Some people are fine with lending on deal long-distance, as long as the borrower has a system 

and is transparent.   

Figuring out where you’re going to lend is probably the first thing you want to get in order. 

 

 

 

 

http://leeequities.com/contact-us/


 

 

 

Note: We don’t “flip properties” in Detroit as of December 2013.  Right now, we only wholesale 

and hold-onto Detroit houses for rental income.  Click here to view an article I put-together that 

explains why.  With that said, Detroit properties are great for building a portfolio of long-term 

residual income. 

 

Figuring Out Where You’re Going to Lend 

If you're an experienced real estate investor in the area where you want to lend, you probably 

already know what areas you’ll lend on and what areas to avoid.  

But if you’re new to real estate or a particular area, here are some tips on figuring things out. 

The key is identifying “seller’s markets.” 

In a seller's market, there's a high demand for properties.  It's called a "seller's market," because 

the sellers have the advantage in a seller's market. 

You want a seller’s market, because you’re going to be able to sell faster, and for higher prices in 

those areas.  The faster the property sells, the faster you get your money and profits back. 

Here are some of the ways you can identify if a particular area is a good market or not: 

 

1. Sales prices.  Over the last year or so, have the prices been trending up or down? 

A good place to find out is Trulia.com.  Go to Trulia.com, and enter the City and State 

that you want to investigate, and click the search box. 

On the next screen, hover your cursor over 'Local Info' at the top of the screen, and click 

'Market Trends.' 

Scroll down and take a look at the Median Sales Price chart.  Is it trending up or down 

over the last year or so? 

If it's trending up, that's a good thing. 

 

2. Number of properties sold in the area.  While you're on that same page, take a look at 

the Number of Sales chart.    

If it's going up, again, that's a good thing. 

 

3. Number of listings in the area.  It's best to get this information from the MLS, but if 

you don't have access, this might be the next best option. 
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 Go to Movoto.com.  Place your mouse cursor over 'Sell' in the menu and select 

'Real Estate Market Statistics' from the drop down. 

 Enter the city and state you want to look-into at the next screen, and hit Enter.  

 On the next screen, scroll down to the Market Snapshot section.  Take a look at 

the "Total Inventory" line.  This tells you how many properties are listed on 

Movoto.com right now for the city you're looking up. 

 Now pay attention to the '1 Year Ago' column.  Is the current number of listings 

up or down from a year ago?  If it's down, that's a good thing.  That's because in a 

seller's market, there's more demand than there is supply.  And if there's less 

properties listed than there was a year ago, that means that there's less supply. 

 

4. Number of Days on the Market.  Another thing you want to consider is how long it's 

taking for properties to sell in the area you’re looking into. 

On that same page at Movoto.com, take a look at the Median Days on Movoto line. 

Is the number of days properties remain on the website trending up or down? 

If the number is going down, that's a good thing.  That means that due to the demand for 

homes in that area, properties aren't staying on the market as long as they were a year or a 

month ago. 

 

5. Are Comps Higher or Lower than Listing Prices?  Go to Realtor.com and pick a 

couple properties that are on the market in the city you're investigating. 

Take note of the square footage, listing price, number of bedrooms, and the number of 

bathrooms. 

Now take down the addresses of a couple properties, and search for them on Trulia.com. 

Scroll down about halfway on the screen, and take a look at the "Sold Homes near 

[address of the property you're searching]."  Filter out any properties that are further away 

than a half mile away.   

Also filter out properties that have been sold more than six months ago.  Now take a look 

at the "Sold Prices" for those homes.  Are they less than the list price for the home you 

entered in the search box?  

If so, that's a good sign.  That means that the demand is so high for properties in that area, 

that sellers can list their homes at prices higher than what the comps say they're worth. 

Repeat this with four or five different properties in that city.  The bigger the sample size, 

the more credible your research will be. 
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No Market's Perfect 

You will very rarely, if ever, find a city that meets all of these criteria.  Real estate markets are 

simply too volatile.  Your goal is to get an idea of what's going on in that market. 

Even the test with the comps above isn't full proof.  I say that, because the best place to get 

comps is from the MLS.  And if you don't have MLS access, you have to get comps from the 

best place you can. 

The goal with the research is to simply get an idea of what's going on, so that you can make 

decisions based on facts instead of just guessing. 

 

Neighborhoods 

There's good and bad neighborhoods 

in just about every city in the country. 

Once you identify your target cities, 

you want to take an even closer look to 

figure out which areas in those cities 

you’re going to prefer, and which ones 

you’re going to avoid. 

This way, you won't have to waste 

your time looking into properties that 

are in areas you don’t want to deal 

with. 

If your target city is local, drive 

through some of the areas and ask 

yourself if you'd be comfortable 

investing in that area. 

Outside of the tips I just gave, strike up conversations with real estate agents, to see if they 

confirm your observations.  

A good place to meet them is at local REIA meetings.   

From my experiences, agents tend to be more willing to talk about topics like this at REIA 

meetings.  You're more likely to get the cold shoulder if you call them in the middle of the day 

with something like this.  That's because most successful agents are focused on working their 

leads and closing deals during business hours. 

Remember, the goal is to focus on areas where there's at least reasonable market demand for 

single family houses (or whatever types of property your real estate investor rehabs in). 

OK, with location out of the way, let's talk about some other things you want to consider as you 

figure out your criteria. 
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2. Ideal Property Size and Makeup 

Just about every area has what I call a "bread and butter house."  In other words, every area or 

city has an ideal house size, number of bathrooms/bedrooms, etc., that is more common 

It's to your benefit to identify what a bread and butter house is; because I guarantee you that the 

people looking for homes know what it is.   

And most of them won't even lay eyes on your property if it doesn’t meet their criteria.   

Someone using an agent to find a place to live will have the agent filter-out properties that don’t 

meet their criteria.  So if you live in an area where most people are looking for three bedrooms 

and your house only has two, most buyers aren’t even going to lay eyes on your property.  

 

Example 

When we get leads on properties in the city of Detroit, we eliminate them immediately if they 

aren't brick, or if they have less than three bedrooms. 

That's because I know that most people looking for a place to live in the city expect to end up in 

a property that is brick and has at least three bedrooms. 

With that in mind, we'd be stupid to even consider buying a framed house with two bedrooms. 

Find the bread and butter home in your target areas and cities, and make them part of your 

criteria. 

Note: Speaking of Detroit, if you’re interested in flipping houses in Detroit, you might want to 

check out this article on things you should know before you try to flip a house in Detroit. 

3. Cost and Types of Repairs Needed 

You need to figure out what you're comfortable with from a repairs standpoint. 

For example, we don't even consider buying properties that have major foundation or structural 

issues, because of how expensive and extensive the work is.  There are just way too many houses 

out here to have to put all of that work and money into trying to correct structural damage. 

You will also want to set a spending limit on the price of the renovations on a specific property.  

This is crucial, because once you figure out the ideal city, neighborhood, etc., you need to run the 

numbers to see if you have the money necessary to fund a deal. 
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Example 

Let's say you had $60,000 available to fund a rehab deal, and that you were interested in 

investing here in metro Detroit. 

If you were willing to do deals inside the city of Detroit, you could probably fund the purchase 

of two homes and the rehabs with that $60,000. 

The way prices are right now in Detroit, you can find properties at $20,000 or less that need 

$10,000-$20,000 in work. 

But if you were investing in Southfield (a northwest suburb of Detroit), you might be able to buy 

and rehab one property with that $80,000. 

4.  How Much Do You Have to Invest? 

Obviously, the amount of money you’re able to invest plays a major role in figuring out your 

criteria. 

If you have $60,000 in your IRA and nothing in your savings account, you can't lend on a 

property that will cost $70,000 and will need $10,000 worth of repairs. 

Analyze your available resources, and determine how much you're willing to lend in order for 

you to still remain comfortable. 

Everyone has their own risk tolerance.  Your personal risk tolerance might grow as you get more 

experienced lending.   

Don't risk everything you have on your first deal.  Be smart.   

5.  Don't Lend Above 70% Loan to Value (LTV) 

Loan-to-Value (LTV) measures the amount of equity in a property. 

It’s a ratio of the loan amount to the value of the property.  

So if a property is worth $100,000, your maximum loan amount should be $70,000. 

 

Why 70 Percent? 

The 70 percent number is a pretty common threshold that you'll hear about in the private lending 

community.  

Some might go as high as 75%, but 70% just makes things just a little safer.  

If the market tanks after you make the loan, you’ll have some padding and protection in the form 

of equity. 
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So in the event you end up having to take over the ownership of the property, at least you'll have 

a ton of equity in it. 

Which means you'll have options as far as what you want to do with it. 

 

Analyzing Deals 

Once you've figured out the kind of properties you're willing to invest in, the analyzing part 

should be a breeze. 

The only part that might take some time is negotiating the details of the loan, such as the interest 

rate, the term of the loan, and the payment schedule. 

When a real estate investor sends you a proposal to fund a particular project, the numbers 

regarding the purchase price and rehab estimates should already fit your criteria.   

It should only be a matter of looking over the numbers to make sure they make sense. 
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Chapter Nine: 7 Ways to Find Prospective Borrowers 
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Chapter Summary 

 Real Estate Investor Association (REIA) meetings are the simplest and perhaps most 

effective way to find prospective borrowers in a specific area. 

 

It’s hard to make money lending on real estate flips if you don’t have a borrower. 

Note: If you already lead a busy lifestyle, I would focus on the methods in this section that will 

get you directly in-front of real estate people first.  That way, you get a higher return on your 

time investment. 

Let's talk about a few ways you can go about finding real estate investors to invest with. 

 

Local Real Estate Investment Associations (REIA) 

This is probably the avenue that you will get the best return on your time investment as far as 

meeting investors. 

The big plus with REIA meetings, is that everyone there is already interested or involved with 

real estate in some capacity. 

And depending on the size of the membership on that particular chapter, there's usually at least 

one person there that is experienced with rehabbing properties. 

Unless it has a small number of attendees, there's no reason why you shouldn't leave a REIA 

meeting with at least one person in-mind that might be a good candidate for partnering with. 

 

Google Search 

One simple way to get acquainted with some real estate investors is to simply run a Google 

search. 

Try searching for something like "[your city] real estate investors."  That should at least bring up 

some blog posts, newspaper articles and the like that mention the names and contact information 

for some investors in the area. 

Shoot them an email or give them a call, and ask them if they know any experienced investors 

that might be interested.   

 

Mortgage Brokers 

Find some brokers in your area, and let them know that you have some money you'd like to lend 

for rehab deals. 

They probably know a few real estate flippers in the area that would be interested in talking with 

you about borrowing money for deals. 
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Don’t be surprised if they ask you if you're interested in lending for residential mortgages as 

well.   

Sometimes people have circumstances that prevent them from being able to qualify for a 

traditional mortgage.  When the broker comes across people like that, he can refer them to you.   

Then you can lend them a short-term mortgage for them to purchase the house.   

From there, they can refinance, so you can get your money and profit back in 1-to-2 years. 

It normally takes a year or so for them to correct their credit or whatever the obstacle was that 

was holding them back from qualifying for a traditional mortgage to begin-with. 

 

Civic Organizations 

If you intend on lending on local deals, well-established local civic organizations can help you 

get your name out there as a potential lender.   

Local clubs like the Rotary Club, Toastmasters, Lions Club, and Kiwanis Clubs are good 

networking opportunities. 

 

Chamber of Commerce 

Without a doubt, the local Chamber of Commerce is an excellent way to meet influential people 

that are making moves business-wise in your community. 

 

Real Estate Agents/Realtors 

Agents come in contact with all types of people; those that are looking a home to stay in, as well 

as real estate investors.   

As far as what to say to them, I'm not sure.  I've never had to look for real estate investors before, 

because I am one. 

But I do know that based on the types of homes they specialize with, some agents are more prone 

to interact with real estate investors than others. 

You might want to run a search at Realtor.com for the area and types of homes you can afford to 

lend on.  Then, contact the agents that seem to be listing the most homes that fit your criteria. 
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There's a good chance that they will have some investors in their network that they can connect 

you with.   

You need to let them know what's in it for them, so they’re more motivated to help you.   

Talk to them in a manner that will prompt them to realize that you can help them move some of 

their inventory by providing financing to the real estate investors in their network. 

 

Leverage the Internet 

I love the opportunities that the Internet brings to each and every one of our businesses.   

You can find investors pretty easily using LinkedIn, and joining groups on there that are real 

estate-related in the markets you want to invest in. 

Another good resource to meet and learn from other investors is Biggerpockets.com.   

They have blogs that you can learn from, but the most important part (to me, at least) are the 

forums.  You can register for free, and participate in their forums to meet investors that operate 

in the markets you plan on investing in. 

They even have a forum specifically for matters dealing with lending private money.  That’s a 

great opportunity to ask questions and get answers from people experienced with lending private 

money. 

I've found that there are a lot of investors on there that know what they're doing, and have been 

in the real estate industry for a long time. 

Of course, you can contact us for more investment information, as well. 
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Chapter Ten: How to Find a Borrower You Can Trust 
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Chapter Summary 

 If you can, always try to meet with a prospective borrower before you agree to lend to 

them. 

 Meeting allows you to observe several things about the prospective borrower; including 

their level of professionalism, experience, and a gut feeling of whether or not you trust 

them. 

 There are 15 specific things you should look for when you’re meeting with a prospective 

borrower. 

So now you know what you're willing to lend on, and what you're not.   

Now, as long as you have money to invest, you're ready to start meeting with prospective 

borrowers/partners to talk business. 

 

Why Is Meeting Important? 

There are a ton of reasons why you'd want to meet with someone (whether in-person or virtually) 

before lending.  Here are a few that come to mind: 

 You can get a feel for their level of experience 

 Allows you to see if you two might get-along 

 Allows you to get an idea of just how professional they are, or aren’t. 

 Let’s you get a feel for whether or not you trust them 

 Gives you the ability to find out if they invest in areas that you are comfortable investing 

your money 

 Helps you get an idea of the kind of interest rates and terms they are proposing for the 

loans 

 

Disclosure Statement 

When you first meet with a potential borrower about a private lending relationship, the first thing 

they should hand you is a disclosure statement. 

This document discloses to you both the rewards and risks of investing with them as a private 

lender. 

If they don't give you one, you might want to consider that a knock against them. 

 

If you experience a loss while investing with them, they should provide this document to you to 

cover themselves legally. 
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Private lending is serious business, and if they aren't professional or savvy enough to understand 

the potential legal issues involved, you can only wonder what else they may be cutting corners 

on. 

Otherwise, they're making themselves vulnerable for legal action for not fully and/or clearly 

explaining the risks involved. 

 

Questions You Need Answered 

In my opinion, here are the main concerns and questions you want to discuss during your 

meeting with the prospective partner (or borrower, whatever you choose to call them): 

1. What kind of experience do they have?  How long have they been in the business? 

 

2. Who's on their team?  It sounds cliché, but I've yet to meet someone that has achieved 

anything great without some help from other people.  The experience of the people on 

their team should be just as important to you as their own experience.  Never forget that 

the fate of your experience working with them will depend on their team as well; not just 

them. 

 

3. What markets are they interested in buying and rehabbing properties in?  And why 

did they choose those areas?   

 

4. How are they going to protect your money?  What happens if things go wrong?  

Obviously, you will have an idea of the safeguards that can make your investment safer, 

but you want to see if they know.   

 

5. How do they schedule, prioritize, and organize their rehabs?  Also, how do they 

monitor and pay contractors? 

 

6. What kind of properties are they looking to rehab, and why?  How much can they get 

these properties for (generally-speaking)?  What are the comps for selling properties in 

those areas? 

 

 

7. Can they provide references?  Do they have any references or testimonials they can 

show you that can vouch for their experience in the real estate industry?   
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8. What's the rate of return they're proposing for you to get on their deals?  This is 

usually negotiable, so don’t let it be a deal breaker if they talk about interest rates that 

you don’t like. 

 

9. When are you going to get your money back?  If they have any experience, the answer 

should be "within six months."  But every deal is different.   

For example, when you guys are acquiring a property to rehab, the property owner might 

be willing to sell and move out next week.  The next one might need another two months, 

you never know.  That alone can make a pretty big difference on when you guys are able 

to finish the rehab and resell the property to an end buyer. 

Once you guys finally take ownership of the property, you’re able to start on the rehab.  

Most rehabs take about 30-45 days (or less) from start to completion. 

One of the biggest wild cards on when you get paid is title seasoning.  The end buyer’s 

lender might need for the current title to age at least 90 days before they're willing to 

close on the property,  

On the other hand, they might not need any seasoning at all; it depends on the lender.  

As you can see, there are more than a few variables that can make it difficult to give you 

a precise answer on when you'll get your returns, but normally everything should be 

finished-up within six months, tops. 

 

10. Do they ask about YOUR experience and goals?  I wouldn't say it's a deal killer if they 

don't, but if they fail to inquire at all about what your goals are, that might be a sign that 

they're all about themselves. 

I personally don't like working with selfish people, but that's just me. 

The foundation of a private lender/real estate investor relationship is trust, mutual respect, 

and a mutual desire to make these deals win-win situations for both parties. 

You’re both on the same team on these deals.  You both want to make money, and not 

lose money.  And you guys need one another to accomplish that. 

 

11. How confident and honest are they?  Don't be afraid to go with your gut if you think 

they don't know what they're doing, or that they're being dishonest. 

 

12. Do they have a business plan?  I don't think a business plan is a necessity per se, but 

having a business plan definitely adds an aura of professionalism to what they’re trying to 

do.   
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Considering the amount of money you're going to be potentially investing, I don't think 

it's too much to ask of them to put-together a professional, well thought out business plan.   

Plus, it gives you some material to look over when you get home from the meeting.  Your 

significant other may or may not be able to make it to the presentation, so it helps to 

leave the meeting with some 

materials you can use to go over 

the opportunity with them at 

home if necessary. 

 

13. Have they ever undergone any 

real estate training?  I don't 

think it's a deal breaker if they 

haven't, but if they have, that's 

another thing that can make you 

just a little more comfortable 

working with them.   

This is just my opinion, but 

when people seek training, it tells me that they take what they’re doing seriously enough 

to care about getting better at it. 

Plus it shows that they have some humility and drive, which are key personality traits to 

have in this business. 

 

14. Credibility Kit.  Do they have pictures of deals they've done in the past you can see? 

Do they have timelines and numbers on some of the deals they've done in the past?  If so, 

this will give you a better idea of what they will do with the money you might be 

investing with them, which should make you more comfortable (or less comfortable) 

lending to them. 

 

15. Presentation.  Assuming they gave you some documentation to take with you, how did it 

look? 

Was it stapled or was it bound, and nicely-presented? 

This goes for the business plan as well as the credibility kit, assuming they present you a 

copy of them when you meet. 

What if they Didn't Document Previous Deals? 

Just because someone doesn't have details and pictures of past deals, I don't think it should be a 

deal breaker. 
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Some people just never think about taking before and after pictures.   

But if they don't, I think a good substitute would be for them to document how they'd buy and 

rehab a property that's currently on the market. 

This allows you to get a better grasp of their philosophy and methodology for organizing and 

administering the rehab of a property. 
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Chapter Eleven: Protect Your Money.  Here’s How. 
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Chapter Summary 

 Always make sure you have a lawyer look over all documents that pertain to your lending 

business to make sure your best interests are protected. 

 Never write checks to anyone but the title company. 

 Unless the property costs less than your closing costs, always close through a title 

company. 

 Always confirm the ARV (after-repair value) of the property before you close on the 

purchase of the property your borrower is going to rehab. 

 Knowing the desirable neighborhoods of the area you’re going to lend-in is one of the 

best ways to make sure you’re lending wisely. 

If you're lending money as a private lender, you're the bank. 

And banks take specific measures to reduce their risk of losing money, so they can increase their 

odds of MAKING money. 

And I encourage you to do the same.  

Let’s talk about what you can do to help protect your money. 

Have a Lawyer Look Over ALL Documents 

Before you write a check for an investment, be sure to get all documents reviewed by an 

attorney, so you know exactly what you're getting into. 

There's a good chance that the borrower had their documents drawn-up by an attorney.   

We all know it can be tough understanding legal jargon at times, so you need to even the playing 

field and have those documents read-over by someone that speaks that language. 

Only Write Checks to the Title Company 

You might've heard horror stories of people writing checks for private investor transactions, only 

to have the borrower run-off with the money. 

That risk can be avoided altogether by following one golden rule: 

"Never write a check out to anyone other than the title company." 
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There's no need to write a check out to anyone else.  The only exception I would make is if 

you've done business with the investor enough to truly trust them. 

Other than that, send all money for the loan to the title company, including the money to handle 

the repairs to the property. 

Record the Documents! 

If you're not closing on the property through a title company for whatever reason, it's on you to 

make sure all documents get recorded with the county. 

You could get all of the paperwork done in the world that's designed to protect you, but if you 

don't record those documents, they give you no help or protection. 

Use a Title Company 

When you're buying the property that you're going to be rehabbing, use a title company. 

The most important benefit of going through a title company is the title search that they do 

before you close on the property. 

Benefits of Title Search 

A title search helps you by: 

 Making sure the seller truly has the ability to sell the property 

 Making sure there aren't any liens on the property that need to be paid off at the closing 

of the property. 

Plus you're going to be able to get title insurance that will insure you against someone making a 

claim that they have some stake of ownership in the property. 

On top of all of that, the title company records all of your documents with the county for you.  

In most cases, closing with a title company just makes your life a lot easier, and makes it a little 

easier to sleep at night.  

When you Might Not Want to Deal with a Title Company 

Most, if not all, title companies charge a minimum fee for facilitating a closing. 

If the title fees exceed the price of the house you're buying, it's probably not worth going through 

a title company. 
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How is Your Money Secured? 

No investment is risk-free.  If you're lending on a rehab project and you have the right 

documents, you're relatively safe.  

I say “relatively”, because it depends on what you consider safe.  In my opinion, safe is defined 

as not being at-risk of losing the money you invest. 

In a worst-case scenario, you will have to foreclose on the property.  From there, you'd get 

control of the property, which should be worth more than the money you spent out-of-pocket on 

the loan. 

Let's talk about the different types of security you really have as a private lender. 

First Lien Mortgage or Deed of Trust 

The mortgage document helps protect you by legally declaring the property as collateral in the 

event that the borrower defaults on their obligation to pay you what they owe. 

With this position, you become first in line to get what you're owed if the borrower was to 

default on the loan. 

In some states they use a deed of trust instead of a mortgage note.  They both serve as a 

promissory note.   

The difference between them is that the deed of trust involves a third party that actually holds the 

title to the property.   

Conversely, the mortgage is an agreement that only involves the lender and the borrower.  With a 

mortgage, the property is owned by the borrower. 

Confirm the ARV 

Before you close on the purchase of the property, you want to confirm the ARV, or after-repair 

value of that property.  

This can be done by using comps from the MLS (Multiple Lending Service), and other sites.   

The only way you can be 100% confident on your LTV and ARV numbers, is to get an official 

understanding of the value of the property. 

The investor borrowing the money should be on-board with confirming the ARV.  If they’re 

experienced, they’ll know how to go about confirming this number.   

Doing so verifies for them whether or not they’re going to make the profit they were hoping to 

make on the deal when the house is sold to the end buyer.  
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The retail buyer’s lender is going to get an appraisal before they fund their loan.  But you might 

want to get one on your own after the rehab is done so you know how much the value increases 

from the rehab. 

Finding a Good Appraiser 

When it comes to getting an appraiser, you want the best of the best.  The success of the whole 

deal (and you making money) weighs heavily on the value of that property.  Again, you 

shouldn’t have to worry about this, as the borrower should already have a relationship with a 

good appraiser. 

But here are some tips for hiring appraisers, just in-case you want to find some on your own: 

 Interview Them.  Start out by calling, say 5, 10, or maybe even 20 appraisers.  Then 

interview each one of them before you decide which one to hire.  

Here are some things you might want to ask when you're interviewing appraisers: 

“What experience do you have appraising homes like the property I'm trying to get 

appraised?” 

“Can you explain to me your appraisal educational background?” 

“Have you been undergoing any continuous education so you can stay current on the 

latest changes in the appraisal industry?” 

“How much do you charge for your services, and how do you come up with the fee 

amount that you charge?” 

“Do you hold any special certifications that might make you better than the other 

appraisers I'm going to interview about appraising this property, and possibly some 

others in the near future?” 

“Is there anything about how you, or your company, goes about appraising properties 

that makes you stand out from any other appraisers I consider hiring?” 

 

 Run a Google Search   

You can gather names of appraisers via a Google search, too.  For example, run a search 

for "[the city where the property will be] real estate appraiser" 
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 Websites 

Check out AppraiserUSA.com; they have a bunch of appraisers listed for just about every 

city in the US. 

Another good one is AppraisalInstitute.org.  This might be the only resource you need to 

find a good appraiser, actually.  

Every appraiser on this site has the distinguished SRS designation, and only 1% of all 

appraisers in the business have this designation. 

Once you're at the site, click 'Find an Appraiser', and use the search function to find an 

SRS designated appraiser in your area that you can call and interview. 

Solid Market Knowledge 

Bottom-line, you get paid when the property sells to the end buyer after the rehab has been done. 

And I'm sure you'd rather get paid sooner than later.  With that in mind, it's crucial that you lend 

in areas where investors and people are buying, renovating, and selling.  This gives you a great 

shot of finding a qualified end buyer as quickly as possible. 

This is why market knowledge and research is so crucial.  You and/or the borrower have to do 

the research necessary to know where to buy, and what areas to stay away from.   

Even if the borrower isn't the brightest crayon in the box, as long as you do the following things, 

you shouldn’t have any problems selling the property and collecting your profit: 

 Get the property at a cheap enough price, and keep your LTV under 70%. 

 Make sure the borrower has a system in-place to properly organize, monitor, and pay 

contractors. 

 Make sure the property is in an area where there's at least a moderate level of demand for 

homes like yours. 

 List the property on the MLS when the rehab is done. 

"Don't Lend Unless You Wouldn't Mind Owning the Property" 

I've heard that philosophy mentioned here and there in regards to private lending, and I think it's 

spot-on. 

Bottom-line, if it's a property that you absolutely would not want to own, even with all of the 

equity you’re going to have in it, don't lend on that property. 

If you feel like this about a property, there's a reason.  And that reason should keep you from 

lending on that property, because you just might end up owning it. 
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Foreclosure by Advertisement 

In case you end up having to foreclose on the borrower, make it a priority to see if you can do 

foreclosure by advertisement in your state.   

This method is simpler and cheaper than the traditional foreclosure method.   

It only costs $1,000 here in Michigan. 

The difference with this method is that in order to notify the borrower that the property is headed 

towards foreclosure, all you have to do is: 

1. Post an ad in a newspaper that services the county where the property sits, for four 

straight weeks, that states that the property is headed towards foreclosure. 

2. Physically post a copy of the advertisement to the subject property within 15 days of the 

first appearance of the notice in the newspaper. 

You won't be able to execute a foreclosure by advertisement unless you put a "power of sale 

clause" in the mortgage that gets recorded. 

As long as the wording in the mortgage doesn't obligate you to notify the borrower in any other 

or additional ways this is all you have to do as far as letting them know it's heading into 

foreclosure. 
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Chapter Twelve: 6 Ways to Mitigate Risk 
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Chapter Summary 

 Sticking to the 70% ARV rule and confirming the ARV of the property before you buy it 

are two ways to marginalize market risk. 

 Understanding the market trends is a great way to deal with market risk. 

 Every now-and-then, we go to open houses in the area where our “flips” sit, so we can 

know what little additions we can add to our property to help them sell faster. 

 We always have a certified inspector go-behind us to make sure our repair estimates are 

accurate.  This reduces our risk of getting hit with unpleasant surprises during the rehab 

process. 

 If you can, find borrowers that have multiple parties involved.  That way, if something 

happens to one of them, you have another party to reach out to. 

Just like any other investment, there are risks involved in private lending. 

We’re going to address those risks in this chapter, but I wanted to first address a common 

question I hear from people that are thinking about getting involved in real estate nowadays: 

I linked to it earlier in the book, but here’s another link to an article I put-together over 

mitigating risk on real estate rehab jobs. 

 

Is it Smart to Invest in Real Estate Today? 

"The property values have been down for the last several years; is there REALLY an opportunity 

with private lending in today's market?" 

A lot of people ask that, and the answer is "absolutely." 

In fact, it can be argued that when the values are low, that it's the best time to get in on these 

deals.  You don’t have to invest or lend as much money to buy, rehab, and sell properties as you 

will when the values are peaking again. 

With that out of the way, let’s talk about the risks. 

Market Risk 

As I alluded to above, market conditions are one of the most common concerns from people that 

are thinking about lending money for deals.   

After all, while the value of the subject property could go up between when you buy the house 

and when you sell it, it could also go down. 

This is pretty much out of your control, but there are some things you can do to marginalize that 

risk as much as possible: 
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 Stick to the 70% LTV rule: This gives you the equity to prevent losing money 

on the deal if the value drops.  Even if the market tanks, it's not probable that the 

values are going to drop 30% in three to six months. 

 Confirm the ARV before closing on the property:  This will give you the peace 

of mind of knowing your ARV and LTV figures are solid. 

Stay On-Top of Market Trends 

While the borrower should be wise enough to consistently stay in-tune with the conditions of the 

market, you want to know how to check up on things yourself.   

You get paid when the property sells, so you 

need to make sure the market conditions 

where they’re trying to invest in say you’re 

going to have a good chance of that property 

selling. 

We only acquire houses for flips in areas 

where we have proof that there’s demand. 

We look for proof that the trend of people 

buying in that area is either constant or 

trending upwards. 

You can get this information from a real 

estate agent. 

Or you can get it yourself from Trulia.com, 

by researching the specific city or zip code 

you want to investigate. 

 

Trulia.com/Movoto.com/Realtor.com 

The information I mentioned earlier in the book on using these three websites can help you stay 

on-top of market trends. 

 

Know What Buyers Want 

To boost the chances of the property selling fast, we leave no stone unturned.  

We pride ourselves in making sure our properties have a good chance of appealing to prospective 

buyers. 
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After all, if it isn't attractive to them, you're putting yourself at-risk of putting your money into a 

property that's going to sit around on the market longer than it may have to. 

And the longer it sits, the longer it’s going to take for you to get your money and profits back. 

 

Open Houses 

When we're about to flip a house in a new area, we go to a couple open houses of other people 

that have houses on the market in that area.   

Even if we’ve done business in that area, we’ll still go to an open house here-and-there to stay 

abreast on what people are looking for. 

This helps us find some little touches we can add to our property that can make it more attractive 

once we're done with it. 

Every little advantage counts in this business.   

Default Risk 

There’s always a chance that the borrower is going to default on their commitment to pay you 

what you're owed. 

Luckily, this risk doesn't have as big of an impact on your principal as the market risk. 

The only way this could impact your principal, is if you have to pay to foreclose on the property, 

which shouldn't happen.   

I would think that most real estate investors would want to safe face and their reputation, and just 

deed the property over to you before they'd let it go into foreclosure... 

...especially if they want to maintain any hope of you two working together again in the future. 

As I mentioned before, it's best to only lend on properties you wouldn't mind owning.  When 

that's the case, you don't care as much if the borrower was to default on their loan from you.   

 

Risk of Under-Estimating Repair Costs 

I don’t care how experienced a person is at estimating repairs, surprises happen in this business.  

Every repair estimate a borrower hands-over to you needs to include a 10% buffer for repairs. 

In other words, if repairs are expected to cost $30,000, an extra $3,000 should be put into the 

budget, “just in case.” 

 

Property Damage and Contractor Injury Risk 

If a contractor gets hurt on the property, you could be held liable.   
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If a contractor just decides to up-and-leave and stop working on the rehab, that's a problem. 

If a fire was to burn the property down, you could lose the asset. 

These risks can be mitigated by making sure the contractors are bonded and insured, and by 

making sure the property itself is properly insured.   

And you don't want just any insurance; you want a specific policy that will protect you if a 

contractor gets hurt on the property. 

 

What if the Borrower Skips Town or Dies? 

It can happen.  The good news is that you have first lien position on the property, so if he or she 

skips town without a trace, you will be able to take ownership of the property. 

The bad news is that you’ll have to foreclose on the property in order for you to do so. 

I would say that there's a very small chance of this happening, though. 

One thing you can do to ease your mind a little, is get acquainted with one of their business 

partners, unless they don’t have any partners.   

For example, if it's a husband and wife team you’re lending to, you will at least know that there's 

a second person that can pick up the slack on the project, or be a point of contact for you in the 

event that something happened to their spouse. 

You don't necessarily have to befriend both partners, but at least know how to contact both of 

them just in case. 

 

Title Risk 

If you don’t close on the property at a title agency, there's a chance that you can buy the 

property, only to have someone pop-up out of nowhere and make a claim of ownership on the 

property. 

It can be a pain to deal with, and ultimately, you could lose your money AND the home as a 

result. 

But this risk can be mediated altogether by closing with a title company who makes sure the title 

is clean before you close on the house.  
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Chapter Thirteen: What it Takes to Lend Using Your IRA 
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Chapter Review 

 If you plan on using your IRA to lend money on real estate deals, it’s in your best interest 

to make sure you have a self-directed IRA. 

 Per the IRS, you can’t buy or sell real estate to or from someone that the IRS considers 

“disqualified.” 

 The IRS has several rules in-place that restrict what you can or can’t do real estate-wise 

that you need to be aware of if you plan on funding deals from your SDIRA (self-directed 

IRA). 

 When you use your IRA to buy property, your IRA is the official owner of that property; 

not you.  

 You can create your own SDIRA, which would save you a lot of money in the long run in 

fees, especially if you plan on really being active, withdrawing and depositing money 

into your SDIRA account.   

 There are three different types of SDIRA custodians: 

- The big companies that don't allow you to buy real estate, and focus on selling you 

their products 

- Self-directed IRA custodians that you have to wait to respond before your funds are 

released to buy real estate 

- Those that allow checkbook control, where you can make a purchase or investment 

decision instantly, because you are able to write checks from your IRA funds. 

To me, one of the best kept secrets in this country is that you can actually use your IRA to invest 

in real estate. 

Note: This information presented in this chapter is for educational purposes only, and should 

not be considered legal, investment, or tax advice. 

Whenever you make an investment-related decision, make sure you consult tax, accounting, and 

legal professionals first. 

I also recommend that you get acquainted with IRS Publication 590 after you’ve checked out this 

article. That way, you can get personally acquainted and comfortable with what you can or can’t 

do with your IRA. 

Why Should You Use Your IRA to Buy Real Estate? 

Real estate is a big-ticket item.  A lot of people have more in their IRA than they do in their bank 

account. 
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Being able to use money from an IRA gives people that don’t have the liquid cash the ability to 

invest as if they did. 

Not to mention the tax advantages involved with buying real estate using funds in an IRA. 

 

Do You Have a Self-Directed IRA (SDIRA)? 

If you have a regular IRA, and you want to invest in real estate, you need to move your money 

over to a self-directed IRA. 

It’s called “self-directed”, because unlike normal IRA’s, YOU can direct what your money 

invests in. 

 

Does it HAVE to be Self-Directed? 

I’ve had a few people tell me that there are ways to invest in real estate with normal IRA 

accounts, but I don’t know if that’s true or not. 

What I DO know, is that the people we’ve worked with have always used SDIRA’s to buy real 

estate. 

If you want to look further into using normal IRA’s for real estate investing, be my guest. 

I’ve always been under the impression that if you want to invest in anything other than 

certificates of deposit (CDs) and mutual funds, you have to move to an SDIRA. 

Rules to Investing in Real Estate from IRA 

 

You Can’t Mix Funds on Investments 

If you’re going to use your IRA to lend as a private lender, ALL of the money used to buy and 

rehab that house has to come from your IRA. 

 

Proceeds Have to Go Back into the IRA 

All of the money you make back from the investment has to go back into your IRA.  

 

You Can’t Own the Property You’re Buying 

The IRS has strict stipulations that dictate whom you can buy or sell real estate to using funds 

from your IRA. 
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So if you're lending on a deal, the subject property can't be bought from, or sold to specific 

people.  The IRS calls this "self-dealing," and will get you in hot water with the IRS. 

These people are called "disqualified persons." 

Here are the people the IRS considers disqualified: 

 Your Parents 

 Your Children 

 Your Grand and Great-Grandchildren (including their spouses) 

 Your Grand and Great-Grandparents 

 Your Spouse 

 Yourself, or any fiduciaries of the SDIRA 

 Any business entity, service provider, or fiduciary that owns 50% of or more (either 

indirectly or directly) 

 Anyone that provides a service to the IRA, like a CPA or custodian/administrator of the 

IRA 

For a complete list of people you can’t buy from or sell to, go to IRS.gov, where you can find a 

complete list of disqualified persons. 

 

You Can’t Benefit from the Property 

You can’t personally benefit from the subject property right now, that is.  You can't use the 

money made from the investment until you're of age to take the funds out of the IRA. 

You can’t buy office space, a vacation home, or even your own home with money from your 

IRA. 

Buying property that you’re going to benefit from in any way other than the proceeds going back 

into your IRA account is not allowed. 

 

The Investment Can’t Be In Your Name 

I don’t care what kind of real estate purchase you have through your IRA; the IRA owns the 

investment. 

You don’t. 

 

So when you loan that money as a private investor, the property needs to be titled in the name of 

your IRA. 
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You and your IRA are two different entities. 

Moving to an SDIRA 

As you research SDIRA’s, you’ll probably hear the titles custodian, administrator, and facilitator 

thrown around.   

A lot of people think they're all the same, but they're not.   

 

Custodian 

The custodian’s job is to handle your money, but that’s not all. 

They take care of the paperwork that’s required to create and maintain your account. 

They're also supposed to make sure that whatever you’re trying to do with your IRA money isn’t 

prohibited by law.   

In my opinion, even though custodians serve a good purpose, there are still some things to watch 

out for when it comes to working with them: 

 Even though they’re “supposed” to double-check your strategy for investing to make sure 

your plans aren’t prohibited, they don’t always do it.   

Some will, some won't.  So before you pick a custodian, you might want to find out if 

giving advice is something they do or not. 

 The account maintenance and transaction fees you have to deal with can make working 

with them expensive over time. 

 They can take a long time to respond when you’re trying to get money moved for a 

particular investment, which can get frustrating. 

There are also three different types of custodians: 

1. Big Financial Service Companies - The big boys will only let you buy stocks, bonds, 

and mutual funds out of their IRA.  They won’t give you checkbook control, and you 

can’t invest in businesses or real estate.   

Long story short, they won’t let you invest in anything they don’t make money off of. 

2. Self-Directed IRA Custodians - These guys are usually smaller than the big boys. 

They’ll let you invest in the normal stuff, plus non-traditional investments as well, like 

real estate and precious metals.   

They won’t let you make the investments directly, though. They hold onto your money 

and distribute it to where you want it to go. 

 

 

http://leeequities.com/contact-us/


 

 

 

 

3. Self-Directed IRA Custodians that Provide Checkbook Control - The third type will 

let you get what's called “checkbook control.”   

With these guys, you get the enhanced spectrum of possible investments, but you can also 

write checks from the account. The downside to this approach is that you don’t get their 

help with record keeping and reporting things to the IRS.   

All they'll do is report to the IRS how much money is in that checking account that's 

created for your IRA that you write checks out of.   

You’re also going to be on your own when it comes to making sure you’re not breaking 

any rules with what you’re doing with the money. So you have to be careful and make 

sure you know what you’re doing. 

 

Administrators 

Like custodians, administrators handle the creation and maintenance paperwork required for your 

account. 

Some of them will physically accept your deposits and handle your money. 

 

When I say “handle your money”, I’m trying to say that they function like a “middleman” 

between you, the account holder, and the bank where the money is held. 

There are some things you should understand about administrators. 

Here are a few of them that come to mind: 

 When you’re dealing with administrators, your money is pooled with other people. 

Therefore it can take longer for them to release funds for your deals. 

 I’ve “heard” that having your money mixed with other people’s money could potentially 

put your money in harm’s way from a liability standpoint. I don’t know how true that is, 

but it’s something you might want to look further into. 

 Administrators aren’t regulated, so their actions aren’t overseen by banks or the IRS, 

which kind of makes me nervous. 

 They’re “For-Profit.” There’s nothing wrong with being for-profit, by the way, but I was 

just mentioning it as a reminder. If your money is sitting in the administrator’s financial 

institution, and it’s not “actively invested,” they earn the interest that’s earned on the 

account.  
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Facilitators 

Facilitators help you primarily from a consulting and advice standpoint. 

They will also help you structure your investment strategies correctly. This includes assisting 

you with the necessary filings and paperwork that’s required to make investments out of the 

fund. 

Facilitators are considered “one-stop-shops” by many, in that they can handle just about 

everything you need done. 

There are some things to keep in mind regarding facilitators, as well: 

 Facilitators are supposed to just give you professional advice and help you execute your 

investment plan. But some of them will try to encourage you to invest in specific 

investments that they make commissions on, so be careful. 

 Some of them charge recurring maintenance fees on your account. Others will only 

charge you a one-time fee to setup your SDIRA. 

 Although they do a lot, they don’t provide custodian-like services. For example, they 

don’t hold the asset on your behalf, like administrators and custodians do. 

So Which Do You Choose? That’s up to you. 

 

Opening Your SDIRA Account 

Once you’ve found a custodian (or administrator), the next step is to open an account with them. 

 

Transfer or Rollover? 

The words transfer and rollover are similar in meaning, but they’re not the same. 

Once the SDIRA account has been opened, you’ll “transfer” your money to the new SDIRA, if 

your money was sitting in another IRA previously. 

If the money was sitting in a 401(k), you’ll have to “rollover” the money to your new SDIRA. 

It usually takes anywhere from 30-to-45 days for your funds to rollover to the new account. 

 

Two Types of Rollovers 

Direct Rollover.  With a direct rollover, you don't have to worry about your money being 

withheld for taxes.  Your money goes directly into your new retirement account from your old 

one. 
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Indirect Rollover. With an indirect rollover, you’re basically cashing-out your previous account, 

and reinvesting it into your SDIRA within 60 days of when you take the money out of the old 

account. 

You’re going to take a 10%-20% hit on taxes going this route. 

 

Transfers 

These are usually as simple as just having the company handling your old retirement account 

send the money directly to the administrator (or custodian) of the new one. 

Again, no taxes are withheld for transfers. 

 

Costs to Move Your Money 

When you move your money to an SDIRA, there are fees involved. 

For example, you’re going to have to pay a fee to open an account with the new custodian or 

administrator. 

Balance or Custodian fees. Balance fees are when you’re charged a percentage of the assets you 

have in the account. Usually, they'll charge about 0.5% of the money in your account. 

Transaction fees. Transaction fees are fees you’re charged any time money is either put into 

your IRA, or taken out of it. 

 

“Per-Asset” fee. Some custodians will charge you up to $250 per acquisition. So each time you 

buy stocks or real estate or whatever out of that account, they can charge you $250 each time. 

 

LLC Creation and Checking Account 

If you want checkbook control, you’re going to need a single-purpose LLC that is owned by your 

IRA account. 

The IRA becomes the member of that LLC, and you get named as the “manager” of the LLC. 

This gives you the ability to write checks from the checking account. 

If the custodian of the new SDIRA offers checkbook control, they’ll take care of setting up the 

LLC for you. 

Once the LLC is established, you then setup a business checking account in the name of the 

LLC. 

Then your new custodian wires your money into the LLC’s checking account. 
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This way, the funds from your real estate transactions go in-and-out of the LLC via that checking 

account, not your IRA. 

What is Checkbook Control? 

Checkbook control allows you to write checks to fund your investments, allowing you to make 

purchases faster.  

Otherwise you’re going to have to constantly 

fill out forms and fax them to your custodian 

each and every time you want some money 

from the SDIRA. 

And like I said earlier, they don't always 

respond as fast you'd like. 

In real estate, you need to be able to act 

quickly, and checkbook control can definitely 

help you in that regard. 

Alright, so now you’ve FINALLY got your 

SDIRA setup, you’ve got checkbook control, 

you’re happy. 

Now let’s finish-up and talk about the actual buying process. 

The Buying Process 

 

The Purchase Agreement 

Once you and the borrower find the property you want to acquire as an investment, you want to 

fill out a purchase agreement, just like any other purchase. 

The only difference, is that instead of using your personal name, you’d put your retirement 

account on there as the purchaser. 

 

Fill-Out Form for Custodian 

At that point, you’d fill-out whatever form your custodian has in-place for you to fill-out when 

you find an asset to purchase that you’d like for them to review. 

Different custodians have different names for them. 

You won’t have to do this if you have checkbook control. 
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Submit to Custodian 

This step won’t be necessary if you have checkbook control. I just wanted to mention this in the 

event that you chose not to have checkbook control for whatever reason. 

So let’s say you’ve filled-out the document to get authorization from the custodian for the 

investment. 

Now you’re going to send that form, you send the following to the custodian: 

 Instructions for the escrow wire from the title company 

 Contact info for the title company 

 Purchase agreement 

 Authorization form 

Note: They might charge you for reviewing this information. Also, the mix of documents that 

they request that you submit might be slightly different, depending on the custodian you’re 

working with. They’ll also probably charge you to wire the money to the title company for 

closing. 

 

Closing 

Once the title company gives you guys the clear to close, they’ll send the necessary documents to 

your custodian. 

From there, the custodian signs the documents and funds the purchase of your property. 

You Can Create Your Own SDIRA 

I should’ve mentioned this earlier, but you can actually create your own self-directed IRA, 

thanks to the Employee Retirement Income Security Act (ERISA) of 1974. 

It may or may not be for you, but you should be aware of this nonetheless. 

 

Why Didn’t You Know This? 

One word, “money”. 

The financial planners, banks, and traditional custodians of the financial world make so much 

money off of selling you their own products and services that they don’t want you to know about 

it. 

Like anything in life, setting up your own SDIRA has its positives and negatives. 

Benefits 

Here are a few of the benefits: 
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 You can save a lot of money. If you run your own IRA, you don’t have to spend money 

on balance fees, transaction fees, or any of the other fees you’d have to pay if you let a 

third party handle your SDIRA. 

 You get checkbook control and therefore immediate access to your IRA funds, which is 

great if you’re going to be doing multiple withdrawals and deposits as a part of your 

investment strategy. 

 You have the flexibility of being the fiduciary of the account yourself, or you can select 

the trustee of your choice as the fiduciary of that account. 

 

Negatives 

 Costs more to set this up on the front-end than the other option. 

 Relies heavily on the help of an attorney experienced with ERISA, which means you’ll 

have to pay attorney fees for their services. 

 

How is it Done? 

If you Google “How to setup my own self-directed IRA” you can find plenty of useful 

information that can help you. 

It’s also helpful to find a lawyer that has experience with ERISA rules that can help you meet the 

IRS’s requirements. 

You have to have a custodian to manage the funds, and they have to be approved by the IRS. 

From there, you can manage your own IRA and keep from having to pay custodial commissions 

and fees to other parties. 

 

SDIRA Companies to Start Your Search 

In this section, I’ll share some of the SDIRA companies that our investors have used in the past. 

Note: I don’t have any connections (financial or otherwise) with any of these companies, by the 

way. 

Guidant Financial 

A lot of real estate investors that want checkbook control tend to go through Guidant Financial. 

Not only do they give you checkbook control, but they will step you through the whole process, 

and help educate you so you know what you’re doing. 
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The downside to Guidant is that they’re about $1500 more expensive than other SDIRA’s that 

give checkbook control, but just like anything in life, they have their positives and negatives that 

you have to weigh for yourself. 

 

Other Self Directed IRA Companies 

Here are some other SDIRA companies that you might want to look into: 

 Equity Trust Company 

 The Entrust Group 

 New Direction IRA 

There are a few others that I can’t remember right now off the top of my head. I’m sure a Google 

search can help you find some others to investigate. 
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Chapter Fourteen: Google Drive – The Key to Your Passive Profits 
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Chapter Review 

 Technology that allows the borrower to share data with you via “the cloud” is critical to 

you setting this business on autopilot. 

 

One of the things our lender partners appreciate about working with us (so I’m told) is how 

convenient we make it for them to work with us. 

One of the main mechanisms we use to improve the convenience factor is our usage of Google 

Drive. 

 

What is Google Drive? 

Google Drive is a free service 

that’s available to anyone that has a 

Google email address. 

It allows you to save data “to the 

cloud”, as they say.   

All that means is that the data is 

being saved to a place where it’s 

accessible from anywhere where 

you have Internet access. 

The beauty of this service, 

however, is that you can share the 

access to these files too. 

So when we’re doing rehab projects, we upload up-to-pictures, receipts, and other vital data to 

Google Drive.  Then we share that data with the lender.   

There’s a Google Drive app that our lenders can put on their smartphone that allows them to 

view the updates directly from their phone, whenever they wish. 

We’ve had lenders on vacation that were able to check the status of the projects by checking 

their Google Drive for updates every few days. 

There are other products out there, like Dropbox, for example, that provide a similar ability.  

Regardless, if you really want to set this business on autopilot, you might want to find out if your 

borrower is willing to set up an arrangement similar to what we do, as far as leveraging 

technology. 

You’ll likely still want to physically see the property from time-to-time while it’s being worked-

on.  But technology like Google Drive allows you to at least limit the amount of time and gas 

money you spend doing so. 
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Conclusion 

Private lending is one of the best ways to make huge returns on investment quickly and 

passively. 

Imagine returns as high as 20% hitting your bank or retirement account over and over again 

while you carry-on with your normal life. 

In case fear was holding you back from getting started lending, now you know there's not much 

to fear. 

I've shown you how private lending probably isn't as risky as you might've thought.  With just a 

few precautions, you can make the whole ordeal relatively risk-free. 

Whether your motivation is to save money for your kid's college fund, or to boost your 

retirement savings, private lending can help you accomplish those goals. 

When it comes to being successful, I’ve found that half of the equation is knowing what to do; 

the other half is taking action. 

After reading this, you know what to do. 

Now it's time to go out and make it happen. 

To your success, 

 

 

Alvin Grier 

www.LeeEquities.com 
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