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The 10 Commandments of Private Lending

INTRODUCTION

T — T e

Ready for a truth-bomb? Private lending isn’t hard.

Hell, it predates money itself. Said one Sumerian to another: "Lend me one of your goats, I'll care for it,
and we'll split the milk."

Deal
It's really as simple as that. That's part of private lending's beauty—and why anyone can do it.
But there's a caveat: lending money and lending it right are two very different things.
The difference between success and failure in private lending isn't luck, intuition, or even experience.
It's process. Following rules. Ignore the rules, and you might get lucky for a while—but eventually, the
market, a bad borrower, or an avoidable mistake will catch up with you.
That's where this ebook comes in.
In the pages ahead, I'll walk you through The 10 Commandments of Private Lending—the
fundamental rules that separate winning lenders from those who put themselves at risk. These aren't
theories or feel-good concepts. They're proven principles based on thousands of successful loans,
designed to help you:

¢ Avoid risk and structure deals that protect your capital

¢ Vet borrowers with confidence (even if you've never made a loan before)

e Set yourself up for double-digit ROI every time

¢ Make private lending a reliable, repeatable investment strategy that you can rely on well into

your golden years, and that you can teach to your kids (and grandkids).
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The 10 Commandments of Private Lending ——

Commandment # 1

"It's YOUR Money"

Ever heard of the Golden Rule?

No, not the “do unto others” one. The one that says...

HE WHO HAS THE GOLD
MAKES THE RULES

This is part and parcel of the first commandment of private lending...
“It’s YOUR money”
What I mean is: if you’re lending out your money, it is YOUR money.

It’s not your “speculating” money. It’s not your “hope for the best” money. And it’s definitely not the
flipper’s money just because you loaned it to them.

It’s yours. It’s just as precious and valuable as any other money you have. And you must treat it as
such.

So what does this mean in a private lending context?

It means you should always be looking for reasons to say NO. Your goal is to weed out the bad deals
quickly so you can focus your time, energy, and capital on the great deals — the ones managed by top
tier borrowers who pay like clockwork and treat your capital better than they treat their own.
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The 10 Commandments of Private Lending

Commandment #2

Guilty Until Proven Innocent
.. —

The second commandment of private lending is simple yet powerful: Guilty until proven innocent.
It’s like “trust but verify”, but in reverse (and thus more exacting): “Verify, then trust.”
See, when you decide to fund a loan for a specific borrower, they effectively become part of your

extended financial family. And a family doesn’t work without trust. The difference is, in private
lending, trust isn’t implicit or given freely. It has to be earned.

Verify Their Ability to Repay

When evaluating a borrower, your first priority is to verify their ability AND capacity to repay the
loan. Two different but related things. Think about it:

e Why would you lend to someone unless they’ve proven they have a clear means of paying you
back? That’s_capacity.

e Why would you risk your hard-earned capital on a borrower who has stumbled in similar
circumstances before, or shown themselves to be careless with other people’s money? That’s
ability.

You want both. A borrower needs to demonstrate that they have not only the financial resources to

pay you back, but also the credibility and experience to actually do it. In other words, they should
have a proven track record of success generally, and with the type of transaction they wish to fund.
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The 10 Commandments of Private Lending

Commandment #3
Understand The Borrower’s Cash

Flow
e T e

Building on the “Guilty Until Proven Innocent” commandment — once you’ve verified your
borrower’s experience and credibility, the next step is to dig further into their financial picture.
Commandment #3 is all about understanding a borrower’s cash flow.

Why Cash Flow Matters in Private Lending

Unlike traditional banks, private lenders have the freedom to evaluate borrowers holistically.

This means you’re not limited to rigid requirements like W-2 income or formal employment
verification. Borrowers in the real estate space often operate as self-employed individuals or through
LLCs, so they may not pay themselves a traditional salary. Instead, they rely on the profits from their
deals.

Here’s why understanding cash flow is so important:

1.Cash Flow = Ability to Execute: A borrower with steady cash flow is better equipped to manage
project costs, unexpected expenses, and interest payment obligations.

2. Avoiding Overruns: Mismanaged cash flow can lead to overspending on a project, leaving the
borrower unable to finish the deal — or worse, asking you for more money mid-project.

3. Your Investment is on the Line: If the borrower’s cash flow is inadequate, it increases the risk to
your capital, plain and simple.

How to Evaluate Borrower Cash Flow

As a private lender, you’ll need to go beyond surface-level income verification. Here’s how to

thoroughly assess a borrower’s financial situation:
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The 10 Commandments of Private Lending

Commandment #4

Location, Location, Location
- ==

Sure it’s cliche, but the phrase “location, location, location” is rightfully one of the most important
guiding principles in real estate. And it applies just as strongly in private lending.

Why? Because the location of the property you’re lending on — and the market conditions of that area
— play a huge role in determining the property’s value and, ultimately, the success of your loan.

How Location Impacts Value
When evaluating a deal, one of the first questions you should ask is: Where exactly is the property
located?

And it’s pretty easy to see why: location influences the property’s current value and future resale
potential. Even a small difference in location can dramatically alter the property’s worth. For example:

¢ A home on one side of a street might fall into a better school district, increasing its desirability and
therefore its value.

e Properties close to public transportation or urban transit lines often command higher prices in
urban markets.

¢ A home on a corner lot or cul-de-sac will sell for more than an identical home sandwiched between

two others on a busier street.

If that’s true, then we can certainly say that not all zip codes, neighborhoods, or even census tracts are
created equal. So while zip codes are a helpful starting point for valuation, they’re often just too big for
proper analysis; they don’t always account for micro-level differences like school district boundaries,
proximity to amenities, neighborhood desirability, and so on.

As a private lender, you need to dig deeper — to the neighborhood or even census tract level — to fully

understand the nuances of a location and how they affect a property’s value.
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The 10 Commandments of Private Lending

Commandment #5

Down the Fairway Repays
e

“Down the fairway repays” is one of our favorite expressions. It’s a catchy reminder to keep it simple
in your lending, and stick to sensible, bread-and-butter deals with secure collateral.

What does that mean exactly? It means lending on properties that are common for the area, easy to
evaluate, and likely to sell quickly. In other words, properties that are "down the fairway" — the kind
that won’t leave you guessing about their value or marketability.

Why Secure and Common Collateral Matters

When evaluating a deal, the collateral (the property securing the loan) is your safety net. If the
borrower defaults, you’ll take ownership of the property and sell it to recover your investment. But
that only works if the property is:

1.Valuable: Its value must be clear and supported by market data

2.Marketable: It must be easy to sell, with demand from buyers in the area

"Outlier"” properties — like the "best house in the neighborhood" or overly unique designs — can be a
real pain to value and sell. If you can’t easily find comparable sales (comps) in the area, it’s a red flag

that the property might not fit the “down the fairway” criteria.
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The 10 Commandments of Private Lending ——

Commandment #6
The Market Matters With Your

Money in Play
T e

Markets are dynamic. They’re always changing, and as a private lender, the state of the market
directly impacts the safety and profitability of your deals. That’s why the market matters when your

money is at stake.

No One Has a Crystal Ball

Let’s get this out of the way: you don’t have a crystal ball.

Sure, we’d like to think we have the best tools and insights available — and in many ways, we do. But
even the smartest investors acknowledge that forecasting long-term market movements is an educated

guess at best.
That said, we’re not operating in the dark here. We may not have access to the same resources as
Goldman Sachs or other institutional players, but we do have incredible tools and strategies that allow

us to operate safely and profitably.

And the proofis in the numbers:

¢ My Family Office has made money on 99.9% of our deals.
e Of the 12 properties we’ve taken back (out of over 10,000 loans), we actually made more money on

5 of them by completing the flip ourselves.

We haven’t had a loss since 2017, and we’re constantly refining our approach to minimize risk.
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