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Disclaimer: Please read the following carefully

The information contained herein is based on my own experiences and is not to

be relied on as an indication of future results. Nothing confained herein should be
construed as legal and/or accounting advice. Any action faken with regard 1o the
information contained in our products or services should be undertaken only upon the
advice and counsel of a frained legal and/or accounting professional.

We make every effort o ensure that we accurately represent these products and
services and their potential for income and success. Any testimonials and examples
used are not intended to represent or guarantee that anyone will achieve the same
or similar resulis. As with any business, your results may vary, and will be based on your
individual capacity, background, dedication, motivation and level of desire.

Make sure that you are aware of and completely familiar with the guarantor's
responsibilities and obligations when obtaining a fine of credit for yourself or direciing
others 1o do so. Before accepting and using a line of credif, understand the
consequences to yourself, your business and any other guarantor on defaulting on
nusiness line of credit.

Each person's results in acquiring lines of credit and using them to profit in business
vary. Some people can and do lose money performing business activities or making
investments using lines of credit. The profitable use of iines of credif is dependent upon
the actions of the individual and their full understanding of the rates and terms of the
line of credit they choose to use.

The use of our information, products and services shouid be based on your own due
diligence and your agreement that CashFlowExperts.Biz Inc., Thomas Kish, and our
licensees or affiiates are not liabie for any loss you incur that is directly or indirectly
related o the purchase and use of our information, products and services.

This program and materials are provided to you by CashFlowExperts.Biz Inc. without
any warranties of any kind, whether expressly stated or implied. By your purchase, use
of, and participation in the program and the materials, you understand that if you cre
dissatisfied, your sole remedy is to seek a refund of the purchase price only.
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Introduction

Welcome to my Shorfcut fo Money Secrefs, an invaluable step-by-step guide ‘rth
teqches individuals how to use business lines of credit, instead of their own cash, 10
create wegith through their investments.

When i created my Shorfcut fo Money System a few years ago. my priority was 1o
formulate a system that would enable me 1o continue o generate income regardless
of fluctuating economic conditions. Over the years, my system has been successiully
time-tested through economic upswings and downtums, and the strategies that |
have implemented have proven to be effective in sustaining continual growth and
orofitability for my business during both bull and bear market situations,

| recognize the Empoﬁonce of faking a hands-on approach when leaming how to
apply acquired knowledge. My Shorfcut fo Money Secrets guide will assist you in fine-
tuning the essential tools you'll need to realize your full potential as an ultimate no-
money-down investor. It will also feach you how to increase your knowledge strategy
and maximize your productivity, even in today's volafile market.
The easy-to-follow and functional format includes:

- An in-depth study of my system

. Links to various websites that provide up-fo-date infermation on investing strafegies

. Chop’rer reviews

. Answers fo frequently asked questions

. Exercises that will assist you in learning how fo implement my sysiem

This hands-on guide will teach you how to implement sirategies to acguire sufficient
capital for your investment requirements without having to access your personal funds.

CASHFLOW
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Seminars

In addition fo providing you wiih my Shortcut to Money Secrefts guide and the
accompanying CDs, | reguiarly hoid intensive business credit seminars in Las Yegas,
Nevada. These informative and interaciive seminars will feach you how 10 acquire
more business credit and incredse your potential to profit from your investments.

In my seminars, | will show individuals how to starf a business without using any of their
own money. | use a live seminar format and go through step-by-step detgils on how
smail groups of motivated business owners can leam all the littie-known ways of making
money in business by acquiring and properly using business credit.

| am confident that Shorfcut to Money secretfs will be an invaluable source of
information for you, as well as G guide to assist you in achieving the maximum refurn on
your investment opportunities.

By reviewing each step in detail and applying some of the strategies through exercises,
you will be abie 1o familiarize yourself with the system and implement it successfully.

Let's start with a brief review on how shortcut to Money Secrets works.
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Overview

The Four Step System

My four-step Shortcut to Money Secrefs is G srademarked and copyrighted system
that | created by tapping info my many years of experience in the business world.
it's an uncomplicated easy-to-follow program that will enable you to acguire many
unsecured business iines of credit for any of your invesfment requirements.

Obviously, every individuai has different kinds of investing strafegies, but my many
clienis wil readity attest fo the fact that my system can be successfully adapted to
increase profitability in any kind of investment opporfunity.

As an intemationaity recognized investment expert, I will use my experience o help you
create financial security and achieve thai much sought-after balance between life
and work.

My system is based on my discovery of one of the most profitable lcopholes in the
credit reporting system — using unsecured nusiness lines of credif to acquire profitable
assets without using any of your personal cash. The reason this strategy works i

because that activity will have NO impact on your personal credit score.
The four essential steps of my system are:

Step 1: Understanding the Credit Reporting System {Chapter One)

Step 2: Sefting Up a New Business on Paper (Chapter Two)

Step 3: Working with Partners (Chapter Three)

Step 4: Acquiring Many Unsecured New Business Lines of Credit (Chapter Four}

step 1 will feach you how to have a thorough undersfanding of the credit reporting
system and how to keep your personal finances separafe from your business activity
and business debt.

Step 2 will feach you how to set up a new business and register your business name. 1t

will also give you d synopsis of the different business entifies and guide you in selecting
the one that best suits your needs. '
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Step 3 will teach you the best way to form an equity business partnership and build a
solid team around you.

Step 4 will feach you where and how to get the business lines of credit you will need to
build a successful business.

As you follow this four-step system, you will also leam:

How to take advantage of the most profitable loopholes in the credit
reporting system.

How 1o Use a new business to get cash — no questions asked.
Why forming a partnership can double an investor's profifs.

How to acquire a large unsecured new business line of credit for invesfing.

In addition, my system wili provide you with many fips and techniques to assist you in
realizing your dreams for financial freedom through your investmeants, including:

CASHFLOW
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A complefe easy-to-use contact list of the national lenders | use. My enfire
guide is built upon these ienders, with whom | have esiablished exceilent
relationships over the years. These lencers wili offer up to $200,000 in
unsecured new business lines of credit, no questions asked.

Instructions on how fo fill out the applications that will get you instant
approval from lenders, no questions asked.

Tips on how to compare iines of credit so thai you can choose the one that
will best suit your needs.

Ideds on how o encourage partners to join you, and how fo persuade other
people-to put up their cash and credit to help you do more deals.

Advanced fraining on how fo leverage $200.000 lines of credit into millions of
dollars.

A complete resource library of content-rich arficles that help every investor
and business owner.
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My system is not @ one-off way to acquire money ~ you can continue to use it fo build
up your cash reserves. By carefully following the steps, you will be able to acquire up to
$20,000 in unsecured new business lines of credit that you can then combine fo create
a pool of up to $200,000 for your investing needs.

If your needs are greater fnan that, you can use this system as foundation to build
upon. Acquiring $200,000 of real cash that you can use for any kind of investing cactivity
is an excellent beginning. The vaiue of my system, however, is that you can aiso use it
as a starting point to acguire many more substantial lines of credit.

| have personally set up 24 different business names or entities, and each business
name has enabled me to acquire $200,000 for my investing needs. That's the really
great thing about my Shortcut to Money Secrefs guide —it's something you can
implement continually, whatever your cash needs are.

I'm confident that you'll find this system worth every penny you invest in it. | want fo
empower you to acquire financial independence, and the best way fo accompiish
that goalis through my system.

Now that we've completed the overview, let's continue with a personal commifment

to the program, followed by a series of exercises that will assist you in determining your
action pian and achieving your goals.
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Getting Started

Everyone wants to achieve success but many of us have trouble ge‘rting started.
One of the most successful ways fo get started is fo learn how o mofivate ourselves.
Motivation is a powerful force that enables us to act on our plans and focus on our goais.

The best way to motivate yourself is to focus on the future. Learning how to discipline
yourself to concentrate on your godls and put them info action are essential 1o your
sUCCess. '

The following series of exercises will assist you in motivating yourself and fraining your
mind to focus on your long-term goals:

1. Making a personal commifment to the program
2. Visualizing your personal goals

3. Focusing on your investment gocis

4. Creating your action plan

Once we have completed these exercises, we will continue with a full review of the
four steps of my invaiuable system.
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Making A Personal Commitment

Making a persond commitment is just the first step in achieving your goal for financial
independence. :

Creating a persondl commitment plan on paper will enable you to focus on achieving
your goalls. | personally use the following guide and always encourage my clients to

do so as well, as it assists them in motivating themselves and focusing on their ultimate
goal of achieving financial success.

When making a persond commitment, start by asking yourself exacily what you hope
to achieve. This may take the form of listing clearly defined objectives with specific time
goals. You need o make 9 full commitment to study my system, review all the accom-
panying material, and learn how to apply the steps in a way that best suits you and
achieves your personal investment goals.

commit 1o

Now, go into more details on the commitment that ybu‘re prepared to make.
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Specifically, D will:

Once you've made a commitment, you need 1o focus on your action plan. How do
you intend to take this commitment and apply it How do you intend to start and what
do you hope fo achieve?

My action plan is:

Do you have any additional intentions aside from achieving financial independence?

My addifional intentions are.

NAME: DATE:

© 2009 pGge 1 2



Visualizing Your Personal Goais

what's your idea of a perfect life? Try visualizing this life in detail, taking into account
your physical health, work, family, friends, home, community, quality of life, hobbies, efc.

Describe it overail:

Describe your life now:

Descripe what you'd like your life fo be one year from now:
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Describe what you'd like it o be in ten years:

Describe vour ulfimaie iifesiyle goal:

CASHFLO .
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Focusing on Your Investment Goals

Take a moment to focus on your investment goals, What are your ideal investment
opportunities? As you become more familiar with the investment strategies of my
systemn, what other investment opportunifies do you envisage?s

Describe your current investment opportunifies:

Describe what you hope fo achieve in one year

Describe what you hope o achieve in five years:
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Describe what you hope o achieve overall:
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Creating Your Action Plan
Creatfe an action plan, using your personal and investment goals as a guide.

Start by making a list of the tasks that you need 10 do in order to create the investment
porifolio that is ideal for you.

To implement within this year:

To implement in year two: =

To implement in year three:
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To implement long-term:

Now, go back fo the fist and put if infc a fimeline. For example, within two months, you
will have reviewed my Shorfcut fo Money Secrefs system and the accompanying CDs,
and completed the exercises in this guide.

Create an dccountability plan for yourself. If you do not meet your required timeline,
what will your accountabifity and faliback plan be?

Now that you've set some goals for \,/ourself, we can start learning about my system
and how to implement it fo best suit your needs. Here's a quick reminder of exactly
what that system is:

Step 1: Understanding the Credit Reporting System (Chapter One)

Step 2: Selfing Up a New Business on Paper (Chapter Two)

Step 3: Working with Partners (Chapter Three)

Step 4: Acquiring Many Unsecured New Business Lines of Credit (Chapter Four)
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Chapter One

Step One: Understanding the Credit Reporting System

In order for you to achieve your goal for financial independence, it is essential for you
to start with a basic understanding of the credit reporting system. Although the credif
reporting system is very complex, it will be well worth spending some fime and effort to
learn some of the fundamental aspects on how to manage your credit score.

{ can show you how to implement my system even if your personal credit is not
currently nealthy, but you sfill need to learn how to improve and maintain a good
credit rating. As an investor, you have to recognize the imporfance of maintaining

a heaithy credit score, as it will enable you to qualify for better inferest rates on the
various types of loans you choose for your investments. 1 is aiso beneficial for you 1o
learn how certain kinds of negative activity on your part can affect your credit score
adversely.

8y leaming how to monitor and protect your persond credit score, you will not only
be able fo generate more money as an investor, but you will also save thousands of
clollars as ¢ consumer.

What is the Credit Reporting System?

The credit reporfing systfem is built upon the idea of securing accurate information that
will be used by financial institutions to assess your credit risk.

Credit reporting agencies collect, maintain and update your personal credgit profile.
Their reports will identify how much debt you carry and what your payment history is.
it will also list any judgments, liens or bankrupicies, and any record of inguiries for new
credit. '

The three main credit reporfing agencies are:
1. Equifax [www.equifax.com)

2. Experian [www.experian.com]
3. TransUnion (www.?ransunion.com]
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They are independent companies that do not share any information, althoughn they will
alert the appropriate authorities of any fraudulent activity.

Eqch of the oniine services will offer you the option of monitoring your credit report on
a monthiy basis, and nofify you of any changes fo your credit report.

The website § use and recommend is www.eguifax.com. For a reasonable one-time
fee, you can purchase a three-in-one report and your Fair Isaac Credit Organization
[FICO) score. The report uses an easy-fo-understand format to provide you with full
details of your credit history from fhe three reporting agencies. This will allow you to file
online disputes regarding any negative information that is affecting your credit rafing.
In addition, for a reasonable monthly fee, Equifax also offers a variety of monitoring
plans that will assist you in protecting your credit and monitoring your credit reports
from the three reporting agencies.

A very useful tool that | recommend on www.eguifax.com is their credit score simulator,
which you can use fo fesf different ways fo improve your credit score. For example,
what would happen to your score if you naid off one of your cradit cards completely?
How many points would your credit score increase by? What if you paid off a smail
amount of the current balance on every card you have a balance on?2 Would your
score go up if you used thai strafeqy e

Although the government offers free annual reporfs that will enable you o learn your
score or dispute any items, vdon't recommend you use them, as they are limited in
what they provide. It is much more heneficial fo buy your report directly from Equifax,
as you will be abie to review it immediately and question any inaccuracies. You should
make a note to check your report on @ regular basis so that you know exactly where
you stand.

It is imporiant for you fo understand that various individuais. including lenders,
employers, landlords and/cr service providers, can access your credit report by
purchasing it from one of the three agencies. Your report will assist them in determining
whether you have been responsible in your previcus credit history and can be trusted
with addifional funding.

One of the fundamental principles of using this system is fo find out exactly what your
credit score is so that you know exacily where you stand and what areas you need to
work on. It doesn’t matier how good your score is — you need to improve it.
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Some of the ways you can improve your credit score are by paying off balances,
transferring balances out of your personal name, or refinancing your home and paying
off revolving credit card debft.

Earlier on, | mentioned that ceriain negative activities on your part can adversely
affect your credit score. The following is an example using @ housing loan:

when you acquire o Home Equity Line of Credit {HELOC) to tap into your home's
equify, you need to know that this activity will repori negatively on your personal
credit score. What most people don't rediize is that a HELOC reports in a much more
negative way than another similar ioan that is aimost identical, which is a Home Equity
Instaliment Loan {HEIL]. A HEIL is a revolving open-ended loan that takes the form of o
line of credit and is secured by the borrower's residential property.

This is just cne example of why it's essential for you to learn how the credit reporting
system works. By familiarizing yourself with it, you will be able to make informed
decisions on how you want to handle your personal credit, which in fum will generate
many more financial advantages for you.

What is a Fair Isaac Credit Organization (FICO) Score?

A Fair Isaac Credit Organization (FICO) score is a Federal Trade Commission-approved
method of calculating a person's credit score and assessing their credit risk.

Lenders have the ability to review your credit report, including your FICO score, when
assessing your inancial stability. That is why you need to regularly check your credit
score and carefully review what is showing up on your personail credit report.

Each of the three credit reporting agencies will have a FICC score that is based on
the information in their individual files. However, none of the inree agencies will report
exactly the same score. This is why it is good to get a reper: from each of the agencies
when checking for any inaccuracies or duplications.

A FICO score rangas from 300-850 and is based upon several areas of credit data.
These areas include your payment history, amount of money owed, types of credit,
years of credit history and any new credit.

You shoutd regularly review your credit report for any errors of inaccuracies, and
dispute any items on your report fhat are bringing down your FICC score. As we
continue, | will show you the best methed of disputing any inaccuracies on your report.
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Being knowledgeable about what goes info determining your credit score is a valuabie
strategy to increqse your buying power. Another powerful strategy is learning how 1o
utilize and manage your credit.

How fo Read a Credit Report

It ic essential that you learn now 1o read your credit report in order fo successfully
manage your credit score. | am now going fo fake you through a sample credit report,
using information provided on the website www . TrueCredit.com. and give you a brief
explanation of each section. Keep in mind that credit reports can vary, depending on
the reporting agency, but most of them contain the following information.

A credit report is divided into four sections - consumer information, consumer
statements, summary information, and account history.

1. Consumer Informafion:
This section contains your personal information, including your full name, your
current address, and your current employer. It may also fist your previous
addresses, as well as your previous employer.

2. Consumer Statement:

This section contains any statements or requests that you submitted to the
reporting agency o include in your report.

3. Summary information:

This section lists out all your payment nisfory. and is broken down into the
following fypes of accounts:

. Real Estate: Primary and secondary mortgages on your home and
any other real estate properties you own

. Revolving: Loans with oufstanding balances that do not have to
be paid in full every month. £.g. @ credit card

. Installment: Loans with fixed montnly re-payment terms. E.g.acar
loan
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. Other: Accounts for all ofher categories

. Collection: Accounts of any payments that are past due. £E.g. G
collection agency

Each of these types of accounts is further broken down to the following
categories:

. Count: Total number of accounts in that category
. Balance: Total amounf you owe on ali accounts in the categery

. Payment: Total monthiy paymenis you must make on all accounts
in the category

. Cumrent: Number of accounfs in the cafegory that are paid
. Delinquent: Number of accounts with overdue payments

. Derogatory: Number of accounts that negatively impact your
credit rating

. Unknown: Number of accounts whose condition was not reporied
by the credit bureau

In addition, this section will also summarize the following:

. Open/Closed Accounts: A total number of all open/closed
accounts

. Public Records: Any public records in your name, s well as
the total amount of money involved for all these records. E.G.
bankruptcies, judgments and tax liens. Anything noted in this
section will be harmful fo your credit.

. Inquiries: This is a fist of anyone who has requested a copy of your
repori. These inquiries are divided into “soft" and “hard” sections.
nsoft” inquiries are general ones that you do not neea fo worry
about, such as companies who want to send you promotional
material. "Hard" inguiries are the ones hat are initiated by you
when you fil out a credit applicafion.
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4. Account {or Credit) Hisfory:

CASHFLOW

The Account History Information section provides detaiied information about
all credit accounts in your name. Accounts are divided into the same five
categories — Real Estate; Revolving; Installment; Other; and Coliection. Each
entry will include:

. Creditor Name: The lender who gave you the credit account. £.g.
a credit card company

. Account Number: An identifying number for your account. E.g. G
credit card number for a credit card account

. Type: The type of credit, such as a morigage or credit card

. Condition: The account's payment status as of the lost reported
date

. Responsibility: Whether ine account is in your name only or with
another person

. Pay Status: The status of the account. L.e. Whether the accountis
open, closed, inactive, etfc.

. Date Opened: The date you opened the aocournt

. Dbate Reported: The icst date when any activify in this account was
shown, including payments, credit card billings. efc.

. Balance and Limit: The amount you still owe on the account
(pased on the iast reported activity)

. Payment and Terms: The amount and ferms of your payment
scheduie. E.g. Fixed monthly payments

. High Balance: The total amount of the loan. E.g. the initial amount
of the mortgage, not the current amount that has been paid
down

. Past Due: The amount of any overdue payment

© 2009
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Remarks: Any remarks made by you or your creditor

Two-Year Payment History: A graphic illustration of your payment
history over the past two years

seven-Year Payment History: A record of any lafe payments that
have occurred over the past seven years

Check out the sample form on the next page for an example of a credit report.

CASHFLOW
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SAMPLE REPORT ‘2 TrueCredit’

Consumer Credit Report

Jenuary 5, 2004
Cansumer information
Hamt: Sample Report Sample A_Hepot Hample Reporm
CILHYRAT Odif 178 Maln S, Los ARgeIes 173 Main.Steet, Lns Anpeles 123 Main Sreet
FreinLE RO non Garden St Orange, CA Oon Gamen S, Orenge, CA - (00 Garpen 5t
Curbby Empibyn Truelink Trusnk, Inc e
Consumer Statement . )

A Efnaironica Wi not resat ot

¥ i el sk o peyment (0 ABC 1 Bough
repHate the mdio wed Iney vk pot ol e v of Grervango (ha mdic, Sines ho (#ic wae doladie & Wnumsabio | rokarksita pev or L.

Pt
. -Halanca {§)
RwpHienti)

T GAATTE
Do Aty
Anknowii

Gointis
+ i Batanece §)

gg%’; The §OHSUHER MEOREMATICN sechon contains information abowt your narqe, addrasses,
- and smplayment,
» Date reported: The data the information was first reported to the bureat by your creditors.
+ Last updated: The data the nfomation was Jast updamd with the bureals by your creditors.

The COHBURMER STATEMENT section contains a persarsal comment that you have
cubrmifted ko the credit buranus for inclusion in your report.

@Tha SUNBMARY 'NFORMATION section contains & list of your payment history—Dbroken dows
by sezount type.

Thw five Tyney Gf aueauris are-—

» Real Estate: Primary and secandary morigages or your heme.

» Revolving: Accounts comprised of opened terms with varying peyments, such as a cradit
card account.

. Installment: Accounts comprised of fixed terms with reqular paymants, such as.a car foan.

. Othver: Actounts in which the exact category is unknown. This could inciude 30-day
accounts, such as ah Amaricen Express® acrount.

+ Collection: Accounts sericusty past due inciuding accounts assigned to an attomey,
a collection agency, of a tredi grantor's intarnal ¢ollection deparment. .

The summary inchides M Toliewing ormalion for pach of e e bypes of 90Cous-—
« Couht: Total number of accounts youl havein.the given categary:
. Balance! Tolal amourtyou owe on &) accounts in the categary,
+ Payment: Total manthly payments you must make on all accounts in the category.
+ Current: Number of accounts in the category that ere propetty paid. .
. Delinguent: Number of accounts in the-category: for which payments are past due.
- Derpgatary: Number of accounts inthe: category. thet negatively impact your credit rating,
+ Unitnown: Number of aceounts it the categary wiose condition was not reported by the
crediit bureau. L :

THi< SECHOn Ao BLNMIETIRE YOUE O8ED dCROuTs, ciaged AcEoUnts, miic recerti,
wuned ikt age . P

. Open/Closed Accounts: A total number of =il accounts that are either open of closed.

+ Public Records: A count of any public records in your name, and the tatal arnount of
monay involved for all public records. Pubsiic records may include judgements against you
in civil actions, state or fedoral tax liens, andicy bankrupteiss.

» Inquiries! An inguiry appears whan an organization such as a bank or retail store
requests a copy of your credit report. This numbaer reflects how many inguiries wera made
an your cradii repart within the jast two years.

Disclaimer: The abave form s a sample ond is provided for reference purposes only. For more information.
refer 1o www. truecredit.com.
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Account History Information
CREMTOR A

Expenan Tmnstnien Equifax
Accoynt:Rumbar <UL e st L ARELT L SUEE b .
Type: Rlea Estale Resl Egate Morgage . . RealEstae .
1 -Cohdition: U mpene L iuOpes, e OpeR . '
i Responzibility. ineivitiual fRonaduat
P H DTy DR *BOystEe
Date Opened: 06/01/2000 0672000
: PaterROportads: i, L GVIMING L o S e PO CH b DI
Bajence and Limit: Balance of $104,0008 Balance of $104.000 104,400
" Payment-andTenme: B £510 Y SRRRREE. 111 i T 1 7 gpmeent $1130.

High Baiance
-PretDaes
Ramarks;
Two ‘Year Paymant Histol

Exporian

Transdnion S 0 T8 KICE PR R
Aug B 1Tl Hor Dee a1 Feb Min At Bar Jai Jul Aug

cu s, | oo ]

Equufax

‘Seven Year Payment Hston

30 Days Late: i 1
60 Days Late; 1 1 q
S0 Days Late: 0 1 o

rggz‘iﬂhe LOCOURT HEGTORY IMPORMATION section provides detailed information sbout alt
credit accounts in your fieme. Azcounts are divided into fve categories—Real Estate,
Revolving, | liment, Other, and Collecti

This gection nciides the feiwing informaton for each of e lve ypes 6F 2000niE—
« Creditor Mame: The abbreviated smme of the the person o agancy that gave you the
credit accoutt, such as a bank, credit card company, of morigage lender,

Account Number: An identifying numier for your account. Typicaily, this wacid ba a
eredit eard number for a credit card account, or a loaridentification number for a mortgage.

Type: Tha type of aceouat. Some cOMMOoN BCLount types ara Real Estate, Autorrwbila,
Educationnl, and Gredit Card.

Condition: Adekailed description of the account's payment stattss as of the fast reported date.
Responsibllity: The role that you play in the account. For example, “noividual’ or “Jaint.”

+ Pay Status: The state of the account. For example, ‘Open” of “Closed,”

Date Openetd: The date when the aceount was opened.

Date Reponted: The lust date whan any activity in this account was shown. Activities.
include payments, credit card pliings, atc. Very recent activities may not yet show o your

account, since it takes time for them to appear in the buteaus' computer sysiem.

*

Batance and Limit: The amount you M tly owe an the t (hased on the last
raparted activity) ciwrwared to the maximuam amount of credit approved. Very resent
activities may not yet huve appeerad in the bureaus' compLiter System, so this balence
may be a few days out-of-date.

Paymernt and Terms: The amount and number of morthly payments schaduled.

High Balance: The most you have ever owed on this aceount. In the case of a credit card,
jor exarnpie, this would ba the highest baiance you've aver recumulated. For m mortgage,
it would be the initial amount of the martgage. nat the current paid-dawn principal.

Past Due: The amount of payment pverdue as of the most recent raported activity. Very
racent payments rmay take a few days to appeas on yaur credit report.

.

Remarks: [fthare are any remarks &y you of your ereditor ineluded in the account
information, these remarks will appear here.

‘two Year Payment History: At the bottom of tha account infarmation, you wilisee a
histograrn that graphically ilustrates your payment history over the past two years.

Seven Year Payment History: A racord of any late paymeants that have acciired over the
past seven yaars.

+

Disclaimer: The above form is o sample and is provided for reference purposes onty. For more information,
refer to www iriecredif.com.

CASHFLOW page 27

[(EXPERTS Bz 29

[
=
<
o]



% Public Record Information
EANRRLFTTY

T Chater. 1 Znape v

Statun: Fliad
Dats Bl wporie: (DEAGRE. e v
R Flledt: ikl Accant
Rfarsnéunk:: 131 i . AR L
Clowing D!
o
Liblitty:
“ExemptAmMOUn: : i SETESU20AN
AnsetAMEU: F1E000--
. HOgES o i T

: Inguiry 1

. Crem
e

CreaR Gar Company
Gregit Cor Company. -

Morgege Lenuer 11192001

““g8) . Creditor Information

e tafdyifdame AdtHyas : et By

ook ¥ oeles, DAOOID0D . . (OO0} 000:1234
333 Gardan Siaet, Orange, CA DODDD (aon) ang- 1234
B Wi New i, NCERODm, .0 BV MALONLY

‘_;:' The BURLIS RECORD INFORMATION saction fists publicly available information about iegal
maliors affecting your credit. Thase puklic records may incluce judgements against you in civil
actions, state or federal tax lens, and/or bankrupteias,

sor each PUDIE Fecord, Same or aft of e fiowing informatn May sppeas—

« Type: Thetype of retord, be it a Tax Lien, Legal ftem, Banknipicy, Wage ltem, Judgment, stc.

» Status: Current status of the record.

+ Bate Flled/Reponed: Dete wher the recard was initially fled or created.

« How Elled: The role that you play in the recosd, usually the record is either filed
indivicually or Jolritly,

- Reference #: |dantifying number for the record.

+ Glosing/Meleased Date: Date when the record was closed or the judgement awarded.

« Court: The court or leget agency that has jurisdiction over the record,

+ Amount: Dollar amount of the lisn or judgement.

+ Remarks: |fthere are any remarks by you or the court inciuded in the public record
information, these remaris will appesr here. -

# L Public Renord 15 o Banxniptey, heee ofter Gueids wilt by YigH o
« Liabllity: The emount the court found you to ba iegally rasponsible-to repay.
« Exempt Amount A dollar arrount cisimed ageinst you, but an armount in which the court
hes decided you are not legally rosponsible,
+ Asset Amount: The doliar amount of totai parsanal assets.used in the court's detision.
The Asset Amourt can-include items. af value that can be used to pay debis.

The AT [NEGRELIISN-section lists detaii;s about each inquiry that has been mads into
your-credit history, Details Intiuce:the name.of the: ereditor ar potential creditor who made the
inquiry and the date when the inquiry was made.

An inquiry appeass when an organization such as a-bank or retail store requests a copy of

your credit report. These requests can only'be made if you have a credit granting relationhip

or are applying fior cradit with the organization. The requestor's name will appear an your
cradit report, aliowing:ycu 1o manitor who accessed your credit raport.

Prease Note' An excesshE-LImbAT of INgiANes may adversely ZHect YOUF CreciwoTniness, Fewever, Inguiries ¥OU personally
Ivaver macte via TrueGTEALIom are Eongitered 1o te " $oit inguies™ hak will ot N2 gatvely impact your CIeaT Stantng

@.The CREDITOR INFORMATION section lists the names of ali creditors and potential creditors
that appear on your credit report. The list includes poth ereditors that appear in your Account
History section and craditors that appear in the Inguiry Secior. Each creditor's address is
listad 1o the right of the creditor's name. When available, the creditor's phone number is aiso
listad. Creditors without listed numbers must be contacted via the U.S. Postal Servica.

Disclaimer: The above form is ¢ sampie and is provided for referenca purposes only. For more information,

refer fo www ruecredit.com.

ASHFLOW

XPERTS .BLZ

© 2009

page 28



How to Dispute Errors on Your Credit Report

The Fair Credit Reporting Act [FCRA) gives you the right 1o dispute any information that
you feel is being reported inaccurately on your credit report..

For the purposes of this example, we will use the dispute process from www.equifax.com.
Once a dispute request has been received by Equifax, the reporting agency will
investigate your concerns with the source and respond fo you with the results of the
investigation within 30-45 days.

if you are in the process of applying for a loan, you should immediaiely netify your
lender of any incorect information in your fie, Once any changes have been made fo

your report as a result of the investigation, the lender will have to purchase your credit
fle and score again..

Before you initiate your dispute, make sure you have a copy of your current credit
report, as well as the confirmation number of the credit reporting agency.

There are three ways to inifiate a dispuie:
« Online

« By madil
+ By phone

Dispute Online
The most efficient way to dispute any inaccuracies on your credit report is fo do so online.

If you fing an error in your report, you can start an investigation free of charge by going
online and accessing the reporting agency's website.

. Enter your ZIP cede and click the 'submit’ button,
. Provide the reporiing agency with your identifying information as it is found

on your credit report, including your confirmation number, last name, sireet
number, and the last four digits of your Social Security Number.
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Submit your dispute. By submitting your request to the reporting agency, you
are giving them authorization to initiate the investigation and provide: the
resulfs to you online.

The reporting agency wil investigate your concerms with the source and
update your credit file as required.

Since you have submitted your dispute online, the results of the reporiing
agency's investigation will ONLY be provided to you online.

You will therefore need to ensure that you have adequate protection on the
email account that you use for your online communication with the reporting
agency.

The reporting agency will nofify you via email when the resulfs are available
cnline. -

To access the results onling, you will need the confirmation number that the
reporfing agency provided fo you when you created the dispute.

The results will be avaitable for you to access online for 3C days.

Dispute by Mail

As an alfernative, you can dispute inaccuracies by mail To:

£quifax Information Services, LLC

P.O. Box 740256
Atlanta, GA 30374

. ‘Write g letter, providing the reporting agency with your igentifying information

CASHFLOW

as found on your credit report, including your confirmation number, complete
name, full maiing address, and your Social Security Number.

In the lefter, teli the agency what information you think is inaccuraie,

inciude copies of documents that support your position. You may also want

to enclose a copy of your report with the items in question circled.
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. Clearly identify eoéh item in your report that you are disputing, and explain
why you are disputing the information.

. Reguest that the inaccuracy be removed or corrected.
. Always keep copies of your letter and any accompanying documentation.

. Send your lefter by cerfified mail with “return receipt requested,” so that you
~can confirm when it was received by the reporting agency.

. The reporting agency shouid take approximately 30 days 1o complete their
investigafion.

. Wnen the reporting agency has completed the investigation, they will send
you the results in writing, together with a free copy of your report if the dispute
results in any changes.

Dispute by Phone

i do net recommend that you dispufe any inqccuracies on your report by phone as it is
ciways preferable to have ¢ paper irail of your request for an investigafion.

if, however, you would prefer to dispute the inaccuracy by phone, the phone number
of the reporting agency can be found on your credit report.

Credit Utilization

About 40% of credit card holders carry a baiance of less than $1.000. About 15% are
far less conservative in their use of credit cards and have total card balances in-excess
of $10,000. When we lock at the total of all credit obligations combined {apart from
mortgage loans}, 48% of consumers carry less than $5,000 of debit. This includes all
credit cards, lines of credit, and icans {except for mortgage foans). Nearly 37% carry
more than $10,000 of non-mortgage-related debt, as reported fo the credit bureaus.

Let's take a jook at some misconceptions that many pecple have when it comes to
managing their credit.
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_One of the most common misconceptions people have is thinking that

checking their own credit will lower their credit score. Although an inquiry
made by a iender in order to evaluate your loan or credit application couid
lower your credit rating, your own requests for your credit report, promctional
inquiries by credit card companies, and check-up inguiries by your existing
creditors will not affect your credit rating.

. Many pecple think that there is only one way to calculate their credit score,

but this is inaccurate. There are different methods of calculating credit scores,
inciuding those developed by each of the three major credit reporing
companies. However, most methods of calculation are based on the FICO
systemn. The FICO credit score, developed by Fair Isaac Corporation, is the
credit score used most by lenders. if is unique 10 each individual and takes
into account such factors as the iength of your credit hisfory, your debt-fo-
credit ratio and your payment history. If is good practice fo always check
your credit score before applying for a loan,

. The assumption ihat the higher your salary is, the higher your score wili be, is

not true. In fact, your income and net worth are not reported to any credit
reporting company. Your score is based largely upen the amount of debt you
have in your personal name, as well as your payment history. The less debt
you carry in your personal name, the more likely if is that you'll maintain o
high personal credit score.

. Many consumers think that by paying off their debts, they will increase their

credit score immediately. While paying down debt is likely o have a positive
impact on your credif score, if won't change your score overnight. Creditors
report their customers’ payment information to credit reporting companies
on a periodic basis, 5o it may fake some time before payments you've made
are reflected in your credit score.

. You may be surprised fo leamn that, even if you regularly pay off your credit

cards in full every month and never carry a balance or pay any interest,

vou are not going to be rewarded with a higher credit score than someone
who carries a reasonable balance and pays inferest. This is because the
lenders make money by rewarding people who are careful managers of their
money, even though they are carmying G balance and paying interest.

. You may think that it's a good idea to close some of your persona! credit

card accounts in an attempt to improve your credit score. However, this is
not the case. Your credit score will actually go down if you close your credit
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card accounts, because the more available credit you have, the beiter your
credit score will be. In other words, the more unused credit you have, the
higher your credit rating will be.

Be Credit Wise

Each yvear, thousands of people apply for credit cards, mortgages, or persenal loans,
hoping to acquire the lowest interest rate with the highest balance. Al the time of their
application, it is uniikely that they are up-to-date on their current credit score. In arder
to secure the best deal, it is important to be knowledgeable about your credit score.

As you begin fo utilize this program, one of the most important steps you wiil learn is
how to obtain and understand your credit history and credit score from credif reporting
agencies. Equifax, Experian, and TransUnion collect your data and credit history fo
determine what financial opportunities will be available to you.

it is important for you to reailize that the real damage fo your personai credit profile
comes from revolving lines of credit, whether they're home equity lines of credit or
personal credit cards. To get the most favorable freatment from the credit reporting
system, you need to maintain less than a 50% balance on your personal credit cards.

The following is an example of how costly low credif scores can be if you do not
regularly monitor your personal credif score,

| check my score regularly and a few years ago | was shocked to find o 30-day lote
payment on my own report. When | investigated this further, | discovered that it was
due to a dispute that my mother had made on one of her credit cards. She had

listed my name on that credit card as an additional guarantor so that | could use it fo
manage some of her own real esfate holdings and rental property while she was away.
She had disputed an inaccurate charge on that card and had not made fhe payment
on the item that was in dispute.

Unfortunately, the dispute was not reported accurately and the credit card company
marked it as a 30-day late payment. Since | was an additional guarantor, the disputed
activity was recorded on my personal credit report. Once | became aware of this, |
was easily able to make an oniine dispute fhrough Equifax, without having o provide
any documentation, and in a few weeks ihe error was corrected and my good credit
score was reinstated.
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A 30-day late payment such as that one is obviously o very negative thing 1o have on
your credit report, as it triggers a whole series of very unpleasant situations. You need to
realize that the lenders who give us the unsecured new business lines of credit have the
right at any time to go back and check on the kind of activity we're doing in our own
personal name.

This is why you need to do your due diligence on your own credit report and ensure
that your credit pariners do the same. Remember, the credit reporting system rewards
those who maintain a high credit profile. If you maintain a good credit score and
good profile, the ienders will have no problem lending money to you in the name of
your new business. :

Lenders also have the right to check your business ID number to see what kind ot
activity you're generating. However, based on my experience, ds iong as you maintain
& good personal credit score, lenders are not particularly concermed inat other lenders
are iending money fo your new business. A good personal credit score indicates that
you're a reasonable credit risk, which will give you full access to these new business
lines of credit.

This is the exciting system that we've tapped info. Lenders want profits, and they've
determined that the safest and easiest way for them to make money is to look for new
businesses to develop long-term relationships with. By implementing my Shorfcut fo
Money Secrets guide, you will be able to keep ali of your activity out of your own name
and personal credit report, and will therefore show the lenders a clean and healthy
credit profile.

Be proactive about maintaining a good credit profile by keeping up with all your credit
cards, ioans and even monthly household payments. in this way, you will ensure G
healthy credit standing that will enable you fo receive fhe best credit orloan offers.

We've now completed a thorough explanation of Step 1: Understanding the Credit
Reporting System. Before we confinue with Step 2: Sefting Up a New Business on Paper,
I'm going to answer some frequently asked questions by my clients, following which
we'll have a chapter review and go through some exercises.
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Questions and Answers

Q:
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Tom, | thought any business activity on my part wouid be the only requirement |
needed fo acquire new business lines of credit from lenders.

That may be true in the future as your business grows, but you have fo build

up fo that over time. My system will give you a head start on acquiring these
new business iines of credit. Start off by tapping info the lenders on my Lenders’
Contact List, who are prepared to lend up to $20,000 to ¢ brand new business,
based on a healthy personal credit profile. If your credit is not good at the
moment, my system gives you fips on how to improve it

By combining severdl unsecured business lines of credit, you will be able fo build ¢
stronger business presence, which you can show to other lenders who want to see

- g more detailed lending profile. This is the first step toward having a business that

couid enable you to acquire non-recourse business ines of credit. However, as |
said. you need fo be palient and build toward that.

Can | acquire business lines of credif if my personal credit is not so good?

Yes. Step 3 of my sysiem will provide techniques on how to acguire business lines
of credit while working to improve your personal credit. Anyone with average
personal credit can start 1o acquire business lines of credit. If your credif is reaily
bad, my system will teach you how 10 build it up to the point where you will be
able to have access o the full $200,000 in business credit that is available.

Do you know if my credit score will be negatively impacted if | refinance my
home?

It has been my experience that fraditional mortgages on your credit report are
not as damaging as people believe they are. Some people are going o want fo
tap info the equity in their home, but you need to do if in a way that mitigates any
possible doamage that can be done to your personal credit score.

The real damage to your personai credit nrofile comes from revolving iines of
credit, whether they're home equity lines of credit or personal credit cards.
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Obviously, you want 1o confinue to use your personal credit cards and possibly
carry a balance, but it is important for you 10 understand that you must maintain
less than a 50% balance on your persondl credit cards to get the most favorabie
treatment from the credit reporting system.

One of the ways that the credii reporfing system scores you is by totaling all
available credit on your credit cards, 50 don’t make the mistake of closing any
unused credit cards, as this could damage your credit score.
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Chapter One Review

The credit reporiing system is a very complex one, with very specific and complicated
formulas that determine what your credit score is with each of the three credit
reporting agencies. i is built upon the idea of securing accurate information that will
be used by financial institutions to assess your credit risk.

Credit reporting agencies colleci, maintain and update your persond| credit profile.
Their reports will identify how much debt you carry and what your payment history js. if
will also list any judgments, liens or bankruptcies, and any record of inquiries for new credil.

The three credit reparting agencies are:

1. Equifax (www.equifax.com)
2. Experian (www.experion.com)
3. TransUnion [www iransunion.com)

They are independent compaonies that do not share any information, although they wil
alert the appropriate authorities of any fraudulent activity.

Each of the online services will offer you the option of monitoring your credit report

‘on amonthly basis, and nofify you of any changes to your credii report. The website
| use and recommend is www.eguifax.com, for a reasonable one-time fee, you can
purchase a three-in-one report and your £air lsaac Credit Organization (FCO} score.

A FICO (Fair isaac Credit Organization) score is ‘a Federal Trade Commission-approved
method of caicuiating a person’s credit score and assessing their credit risk.

Various individuals, inciuding ienders, employers, iandlords and/or service providers,
can access your credit report, including your FICO score, by purchasing it from one of
the three agencies. Your report will assist them in assessing your financial stability and
determining whether you can ne trusted with addifional funding.

That is why you need 1o regularly check your credit score and carefully review what

is showing up on your personal credit report. Lenders who give us the unsecured new
business lines of credit have the right at any fime to go back and check on the kind of
activity we're doing in our own personal name.

Being knowledgeabie about what goes info determining your credif score is a valuable
strategy to increase your buying power. Another powerful strategy is learning how 1c
Utilize and manage your credit.
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It is very important for you fo review your credit on an ongoing basis to ensure that
everything is being reported correctly and fo check what potential creditors are seeing
on your report. You need to do your due diligence and ensure that your credit pariners
do the same. The credit reporting system rewards those who maintain high credit
orofile, so if you maintain a good credit score and a good profile, the lenders will have
no probiem lending money to you in the name of your new business.

A good personal credit score indicates that you're @ reascnable credit risk, which
will give you full access to these new business lines of credit. Be proactive about
your maintaining o good credit profile by keeping up with all your credit cards, loans
and even monthly household payments. in this way, you will ensure @ heaithy credit
standing that will enable you to receive the best credit or loan offers.
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Chapter One Exercises

What are the three credit reporfing agencies?

l.

>

Why is It important to maintain o good personal credit score?

List the common misconceptions when managing a personal credit score.
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Pull your three-in-one credit score on www.equifax.com.

What is your personal credit scoreg

What are the three biggest negative items on your report?

What is the total of your available revolving credif that you can use on all your persenal
credit cards?

How much of that are you using?

s this amount more than 50% of your available credite

What are some of the ways you can lower this amount?
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Make an oniine dispute if you have any negative items.

Use the credit score simutator on the www.equifax.com website fo test different ways
to improve your credit score.

True

True

True

True

True
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OR

OR

OR

OR

OR

False

False

False

False

False

Personal and business credit have the same effect on your
credit repori.

My system recommends keeping alt of your personal activity
on your personal credif card.

Checking your own credit will lower your credit scare.

Closing some of your personai credit card accounts will
improve your credit score.

A good personal credit score indicates that you are a
reasonable credit risk.
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Chapter Two

Step 2: Setting Up a New Business on Paper

Now that you have been given a good foundation on the credit reporiing system in
Chapter One and are learning how to manage your personal credit, we can move on
to the next step in my four-step system, which is how to set up your new business.

Before we go info the details of setfing up anew business, however, we're going to
take o few minutes to ciarify what constitutes business and discuss the merits of
forming @ corporation.

What Constitutes a Business?

A business is a vehicle through which anyone can conduct commerce. When the
business enfity has been legally registered with the federal government and the siaie in
which it conducts its operafions, if is often referred to as @ corporaiion.

A corporation is a legal entity formed by individuals who own and operate if. it has its
own legal rights, liabilifies, and responsibilities that are separate from the owners’ legal
responsibiiities and liabilities.

A corporation is quite different from a sole proprietorship, where there is no legal
separation and the owner is personally responsibie for any activities conducted by the
business. It is important for you to understand that there is no personal asset protection
or personal credit protection for people who do business as sole propriefors.

If you have a sole proprietorship, you can only use your social security number on all
your business forms. However, if you incorporate your comgany. you will be given o
Federal Employer ldentification Number (EIN} that you can use for your business. An
EIN is a number that is provided to you, af no charge. by the IRS when you set up your

business. It is used for reporting alt federal fax information on a K-1 business tax refurn.
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Why Form a Corporation?

Forming a corporation is the only way to separate personal credit and personat
fiability from business activity, With an incorporated company, the company itself,
nof the individual owners, assumes responsibility for its activities. In other words, an
incorporated business has its own separate legal entity.

The corporation's debfs and taxes are separated from its owners, shareholders, officers,
and directors. In this way, o corporafion offers personai liability protection, as well as
tax advantages, for the owners and operators. A corporation enables its owners to
borrow money in the name of the company so that the loan is not reported on the
owner's personat credit. This is a huge advantage fo the owners of a company as it
protects their personal credit.

Tax savings are an addifional incentive for incorporating your business. Corporations
are legally entitied to numerous tax deductions that are not available fo individuatls or
sole proprietors. Corporations also have a lower federal tax rate at ali levals of income.
In additicn, the cost of forming and registering a business entity can be immediately
recovered in tax savings.

Another benefit of o corporation is that the business will continue to exist even affer the
death of an owner or sharehoider, which therefore offers fremendous estate planning
advantages.

Options Summary

To help you make a decision on whether or not to form a corporation, let's weign your
various options by going through the following:

1. Do you want fo protect your personal assefs against any liabilifies your
business may incur?

As I've glready pointed out, forming a corporatfion is the only way for you

to protect vour personal assets from any business activity conducted in the
name of your company. This is because the incorporated company, and not
the individual owner, wiil assume all responsibility for the company's activities.
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2. Are you starting out with any partners?

If you are thinking of starting out your corporation with pariners, you do
need to consider several factors, including the type and structure of your
partnership, the partnership profit split, and how the assets and debis will

be split should the corporation be dissolved. In Step 3, we will provide more
information on fhis and also go througn in more detail the benefits of woerking
with partners.

3. Do you now have or plan fo have employees?

If you intend to hire employees, you must have a sound knowledge of the
legal requirements between employer and employee in the state where
your business in registered. You also need fo have employee confracts, job
descriptions, and a budget on salaries, bonuses, efc.

4. Would you like your business to continue in the event of fhe death of one of
the pariners?

You need to take into account succession planning, as weil as partnership
transfer or exit strategies. A corporation will enable you to maintain the legal
structure while entertaining any change in the management or ownership
of the business. There couid be additional tax advantages offered to a
corporation that may not be availabie to other forms of business enfities.

The above information shouid give you a good start on recognizing the benefits of
forming a corporation. Additional information is readily availabie from your state's
government offices, as well Qs various resource engines, and you should also consider
consulting with an attorney or professional accountant, As you ore already armed with

substantial information, however, be sure to make it clear that all you need is brief
consultation.

My Shortcut to Money Secrets is a powerful system because it feaches you how 1o
conduct all of your activity in the name of a business rather than in your own persondal
name. When you start a business, you are creating a separate entity, and any activity
that you do in the name of that business will only be repcrted under the Federal
Employer Identification Number (EIN} of the business. By keeping all our invesiment
activities out of our own name and credit report, we are able fo show lenders a clean
and healthy credit profile. -
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In the future, as your business continues fo grow, you will be able fo acquire larger lines
of business credit because your business has deveioped its own successful identity that
is completely separate from your personal one.

One of the big advantages of using my guide is that you will not need a business plan
or business financiais fo start acquirng business credit. As your business expands, you
can use the tools of this separate business entity to get access fo millions of doliars of
capiial.

Setting Up a New Business

As any successfui reai estate investor will tell you, one of the most important steps in
establishing a sound investment portfolio is to take the time to prepare each and every
element of your business. Registering your business name is the best way to begin 1o
achieve your investment goals.

My Shortcut to Money Secrets system works for both existing businesses that generafe
revenue, as well as new business entities that have yet to generate any sales or revenue.

If, howesver, you would like To obtain business credit for a new business, | suggest you
use paper mail-in applications whenever availabie. Based on my experience, this is the
easiest and most efficient method for new businesses to apply for business credit.

Let's now go over the best way to start up o new business. From there, we'li go through
some basic guidelines and explain the differences between the four most commeon
types of business enfities.

To create o new businass, you need o start by selecting a name that is not already in
use, and then file your application with the sicte in which you intend fo conduct your
business.

You will also need to apply for a Federal Employer idenfification Number (EIN) when
you sef up a new business. An EIN is used in the same way as d personal social security
number is used to identify an individual, except that an EINis used io identify a business
entity instead of a person.

Exampies of an appiication for an LLC and an application for an EIN can be found on
the foliowing poges. '
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EXPE

7 SECRETARY OF STATE

+Please PRINT or TYPE in black Ink
« Sign, date and ratum originat AND ONE CORY 1o

GORPORATIONS DIVISION
801 CAPITOL WAY SOUTH » PO BOX 40234
OUYMPIA, WA 08604-0234

+BE SURE TO INCLUDE FILING FEE. Checks
should be made payable to “Secratary of State”

STATE OF WASHINGTON |

APPLICATION TO FORM A
LIMITED LIABILITY COMPANY

{Pe Captar 35 15 ACH)

FEE: $175

EXPEDITED (24-HOUR) SERVICE AVATLABLE - $20 PER ENTITY
INGLUDE FEE AND WIRITE “EXPEDITE" IH LOLD
oN DUTEHE OF ENVELOPE

FOR ORFCE URE DMV

FILED: H ! URI:

WFZ0 maE AA-AmG R0+

CORPORATICN MUMBER: ™

Important! Parson to tentadt ahou this filng

Dayline Phona-Munber (with ama-oodée)

CERTIFICATE OF FORMATION

NAME OF LWHTED LIABILITY COMPANY (LLC) (Must contan the weri ‘Limied Liabity Gompany” LA Liabikty Go.” LL.G." or TLEY)

LDDRESS OF LLES PRINCIPAL: PLACE OF BUSINESS

Siranl Ardress | quirexi)

2K

PO Bot (Optiond - Riis? be In oame ity A% Street arigreas)

City State

ZIP {If chffarmnt ihan et 2IF}

EFFECTIVE DATE OF LLC {Speciied aiacive date may be up to 80 daya AFTER recefpt of ha cociment by the Secretary of Siaiel

. specific Date:

"] upon fling by the Secretary of State

DATE OF DISSOLUTION (if appicabie)

MANAGEMENT OF LLC IS VESTED IN Ok OR MORE MANAGERS

TDves  [Iwe

>»> PLEASE ATTAGH ANY OTHER PROVISIONS THE LLEC ELECTS TO INCLUDE «<<

NAME AND ADDRESS OF WASHINGTON STATE REGISTERED AGENT

Wame

Sirent Address [Repninad

o

City Slate

PO Box (Cpticnal - Must be in stine Gty 83 strest addpess)

ZIP {if <Wfedeent than strest ZIP)

| ¢onEant to serve as Registered Agant in the State of Washingtan for the above named LLE. [ urtdierstond it wil be my respansihiity to
accept Service of Process on hehalf of the LLC, to forward mail to the LLE; and t0 immediately rotily the Gffice of the Secretary of Siate

i 1 razign o¢ charge the Registersd Office Address.

Signapne of Agenir

Frinted Name . Dtz

NAMES ADDRESSES OF SACH PERSON EXECUTING THIS CERTIFICATE (i nocessary. atiach adcional antned bt ALGTEESH3)

Printsd Name

Addresa ity . “Slate 2|

Prinigd Name

Addiess ity State e AP
Fitmad Nams S L

Address chy State zP

INFORMATION AND ASSISTANCE — 360/763-7118 (TDD — 3G03/T6E3-1485)

ArZ0 muE mA-AAG ¥OT

IrED mac mA-mw0 Doa

LT (WO

Disclgimer: This form is a samole and s provided for reference purposes only. For information on where to
obtain the relevant forms, refer to hﬁp://www.secsi‘oie.wo_gov/coros;’forms/i[c.pd‘?
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rom S5-4

QME No. 1545-0003

{Rev. Judy 2007 {For use by empl parath par ips, trusts, ostates, churehes, | EN
govarnment agencies, indian trical entities, certain individwuals, snd others.)
Daprrimant of the Teaksury
Inltennl Fovenuo Servico Ses paparais Mistuctions lor aach line. Keap a copy lor your racords.
1 Legal name of entity (of individua)) for whom the EIN i3 being saguasted
_:." 2  Trade name of business (f difierent from nama an iine 1} 3 Executor, administrator, tristee, “cere of” name
@ i
4 .
T [4a Maiiing address (room, apt., suite no, and streat, or P.O. bay | Sa Streat.address: (If. different) (Do not enter 8 P.O. box}
= . . ; .
G.j4b  City, state, and 2IP code (if foreign, ses instruciions) "lép  City, state, and ZIP-coda (f foreign, see instuctons)
5 .
g 6  County and state wherg principal business is located
. Ja Name of principal officer, general parthar, grantor, owner, oriifustor Yh  SSN, TN, or EIN

Ba - iz this application for a-imited dability compeny (LLO) (o

2 foreign squivasent)? ., . L . 1 mo LLC memibers

Bh . If Ba ia “Yes," anter the numbar of

85 Ba is “Yes." was the LLG omunized in the United States? . .. o e s s (] ¥es [ ho
Ga- - Type of entity {check only one box). Caution. il Ba is "Yes," see the instnuctions for the comect box to check,
[ Sale proprietor (33N} P [ Estate (S5N of depedent) ; !
- O partnemhip O elan admini (TING
1 Gorpomtion (enter form numbar to be filed) . TJ Trust (T of grantoy
[ Persenal service corperation T1 natianal Guarg I stateslocat govanment
¥ Chureh or ghurch-controlied organization O Famniers' cooperative L] Fodamal governe ilitary
] Other nonprofi org N {spacify) [ memic T} indian tribal govemmants/enterprises
] Cther {apecily) Group Exemption Number (GEN if any
Bh It a corporation, nama the stata or foreign country State Foreign country

(if applicatite] whara incorporsted

10 Heason for applying (check anly one box | Banking purposs {speclty purpose)

7] Started new businass (specily type)

[J Purchased going business
[ Hired amployees (Chack the bax and ses lina 13,) 3 Craated a trust (specify type)

O] Changed type of organization {spacity naw type)

[l Compliance with IAS withnolding regulations [ Cranted a pansion plan (specify type)
[ Other specity}

11 Date business starled or acquired (month, day, year), See i | 12 Cipsing month of accounting year
14 Do you sxpedt your employment 16x liability 1 be $1,000
13 Highest number of amployees expected in the next 12 months {enter -0- i nenel. or lass in 2 full calandar year? [ Yes {INe 0f you
Agricuiturat Housebold Othar eupect to pay $4,000 or 1ees in total wages in a ful

calendar year, you can mark "Yes.")

15 First date wages or annuities were paid (month, day, year). Note. if applicant |s.a withholding:agent, enter date income will first be paid 1o

nonresident allen fmomnth, day, yesr, . . . . .

16 Gheck one box that best describas the prncipal activity of your business, || Healih care & sbelei-assistance-: ..D Wholasate-agent/broker
{3 consiuction [ Rental & teasing ] Teanaportation & warshousing ) Accommodation & tooc servioa < [:] ‘Wholesialg-other O Retail -

[3 Aeal estate [} Manutacturing {1.Finance & insurance - ] other léper:ify)

17 indicate princlipal line of merchandise sold, spualii:constructon- werk done, products produced, or services pravided.

18 Has the sppiicand entity shown on ine 1 evar applied for 2nd receivad an-EIN? Cl¥es [ No
if "Yes* write pravious EIN hare i : i -

Cnmpiate this taction- enly it you wiml 1o athani = the named Indlvidar ko Feosive the Bntiy's EIM and anfwer quastions sooul tha eompilion ot this irm

Fhird Designes’s name
Party

Dasignes’s (eiephona rumbes fntlixda area toda)

i )

Dasignoe | Address and ZIP ode

Deslgnes's iax numbéy (nclude area cade}

{ !

Unicr penwtoss DF periury, | cledlere tht 4 hiwe esaniined His pplication, and 10 the best al iy knidedge St belied [L 7 uve enrect. Wil pompiste.

Apphcant's lafaphofi: nunber finclude arma cwxin)

Narner and litio (1¥po or prnd cleany) { )

Applcant's 1ax number finclude ama coda)
Signatiire Date ( ¥
For Privacy Act and Papsrwork Radustion Act Notice, zea aeparate instruciions. Gal. Ko, 16B55N rorm 55-4 (Rev. 7-2007)

Disclaimer: This form is a sample and is provided for reference purposes only. For informafion on where 10
obtain the relevant forms, refer fo hitp:/ fwww irs.gov/ pub/is-pdi/fssd. pat
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Created & iriist

. Created a pension plan 85 &
- plan adminksua

Form 55-4 tFley, T-200T}

Page 2

Do | Need an EIN? o
File Form 55-4 f the pppiicent entity does not already have an EIN but i raquired to show an EIf on any retum, statement.
or alher document, See also the separaie instructions for each line on Form 55-4. 3

IF the

AND...

] THEM...

Started a new business

Does not currently have (nor expect to have)

amplayees

\ Gompleta-fines 1, 2. dafs, 8b-c i Bpplicablel, 90,

gh {if applivable). and 10L and 16P.

Hired {or will hire} employees,
ing household smploy

Does nat already have an EIN

Gompleta lines-1, 2, 4ak, 7a-b (f appiicabiel, 8a,
Bb— {if applicabie). Sa, 8o {it applicatie}; 10P.

Qpened a bank account

Noeds an EIN for hanking purposas anly

Comgplete knes 3gb, Ta-b (if applicabla), Ba,. 800
{if applicabla), 9a, 8b {if epplicatia). 10, and 18,

Changed type of organization

Either the kegal character of the arganization o its .
ownership changed (fer example, you incorperate &
sole proprietorship or form a partnership?

Complete linas 1P (as applicable).

Purchassd & going bissiness®

Deas rot already have. s EIN

Complete iinas 1P (ag applicatla).

The trust s other than a grantor trust or an 1RA

" st a

GComplste lines 17 (as applicatsie).

Needs an EIf for raparting purpLees

Compiete lines 1, 3. 4agh, 92, 10, and 18.

is a forelgn persen needing an
EIN to comply with IRS
withhalding rogulations

Neatis an EIN to complete a Form W-& (ather than
Fant'W-BECH), avaid withholding on portiotio assets,

or claim tax treaty cenefl

and 18,

Compiete lines 1gb, 7a- (SSN or ITiN optional),
Ba, Bo-c [f appicabiel, 3a, 8D [ appicaple), 10,

Is-administering. an estata

Noeds an EIN to report estate income on Form 1041

and 1B.

Complete lines 1E, 9a, 10J, 120 (i appiicable},

i a withhoiding agent for
laxes on NOT-WAage NCome
paid to an alien (L6,
individuai, corporation, of
partnership, olc.)

is an agent, broker, fiduciary, manager, tenant, or
8 wha s required 1o file Form 1042, Annual
Withhnlding Tax Aeturn for U5, Source inzoma of

Faralgh Parsons

Gomplete lines 1, 2,
applicable), 8a. B
applicable), 10 and 18,

3 (if applicable), 4ach, Ta—b (it
{if appiicabia), B3, ob Qif

Is & state or logal agency

Serves as & tax reporting agent for public assistanpa
recipients under Aev, Prog. 80-4, 1980-1 C.B. 5817

Complete linas 1, 2, dagb, 9a, +0 and 18.

Is a singla-mamber LLC

Navds an EIN to fils Form 8832, Classilication
Election, for filing ampw%maﬂl 1ax retums, or for

state reporting puUrpoSes

l Complate iinas 1P (as applicabie).

Is an § comparation

T

Needs an EIN to file Form 2553, Elsction by 8 Smal I Complete tines 1P {as appicabie).

Business Gorporation

For example, a soie propristocshin
froarme ratlne, must have an BN

Infmers’ coppaeative must Lsa an EIN lor any tax-Taiated pUmOSs

Howaover, do not apply fof & new

coverst by the default nas), or {g} 1erminated 1i8 partnershio BBIS

axchanged within 2 1 2-month par

Howsuer, grantor irusie that do nol

Return, must have on EIN. For mare infermation an grantar trusls,

A plan sgiwinisirator ld (na person

o

Do not use Ihe EIM of the pries business Lnkess you racam

1 file using Oplional Melnod 1 and IRA pusts.that are reguiced ta fiils Fo
ane the Instrugtions tor Form 1041,

nt Lnger. which ihe pian-is operetbd.
ol & OI-EIN puan f they already have an EIN.. Sen Rev. Proc. 2003-12.
=l apencles may nead an EIN inr other teasons, for exampla, hirad employees.
fer detalls on

Entilles appiying to ba 2 Qualllied intermadiary Q1) nas
Sea also Housshold pmplayer ¢h page 4 of tha instructions.
Mosl LLCS do not need 1o file Form 6832, Sea Limitod Habiity company

or aet-amployed fanmer who establishes & quaitiien retirement pian. of i
. A partnership, corperatien, REMIC (real sstalo morigage iresiment conduith,
a evon If the enlily does Aot have amployeas.

(b} wlected on Form 3!
gia In partnership capital and prots vrara-gald or

EIN 1t the musting entity only {a) ch

nnged ity businase name,
becausa at least 50'% of tha total intere

reauired to file e

xcise, emplaymant, aigohuol, obacco. or

nonprotit crysnzation jehuroh, cidbi 8.}, or

B42 to change the way it |s taxnd (or is -

od, The EIN of the tenminatec partnership ahould continue 16 o8 used, Bee Reguiativis: section 901.6109- 1 (AR

n the "owrser” ol & corporation by aoquiring ks stock.
£ H90-T, Exeript Diganization Business Incoma Tex

ar group ol parssns u3 the

:Node, Etate or oo

by the T

pleting Form SS-4 for an LG,

{LLC).on page 4 of the 1l

% an exisling corporation that is alecting or revoking B corpaTation statua ahoui Use s pravicusly-asaigned EIN.

(E)  prinwd on racyiec papar.

.gov,’pub/irsupdf,’fssri.pdf

Disclaimer: This form is @ sample and is orovided for reference purposes only. For information on where 10

obtain the relevant forms, refer fo Nttt/ A irs
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Generally, you need an EIN when your business:

+ s new

. Hires, or will hire, employees
. Isan LLC or Corporafion

. Opens a bank account

An EINis also known as a tax identification number. Legally, you are required fo idenftify
your business with one of fwo numbers: either your social security number or an EIN.

Once you have filed a new business name, your husiness information will become
public record and automatically be provided to ienders who extend credit to new
Husinesses. In turn, this will thiager tenders, including the ones on my Lenders' Contact
List, fo maii out paper applications for new business credit, However, you need o be
aware that it may take six fo eight weeks before you start receiving those apolications.

To take the best advaniage of this automatic process. when you register your new
business, it is very importani that you use a mailing address that will altow you to easily
receive mail. | do not recommended that you use a P.O. Box as the mailing address for
your new business address when you file with your state, as some lenders will not mail
credit applicaiions fo a P.O. Box. A home office address is the best way to ensure that
you will receive the paper applications for credit from lenders.

As you expand your porifoiio, you may find it necessary to set up several business
names. Even if that is the case, you can still use the same maiiing address for all of
them. | currently have 24 different business names, and | use the same home office
address for every one of them.

It you file for an out-of-state business and cre using a registered agent for your business
address, make sure they forward ALL your business mail to you. Some agenfs may
assume that these applications for business credit are junk mail and may throw them
away, unless you insfruct them fo forward them fo you.

When you are ready to stast your own business, you have three opfions fo choose from.
whatever option you seiect, make sure you implement it quickly because you won't
be able to acquire ANY business credit until you have completed the crifical step of
registering your new business name.
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You can start a business by:

1. Choosing a name and filing the paperwork over the infernet by yourseif
2. Hiring a company to assist you in completing the paperwork
3. Hiring a professional business advisor fo do it for you

Let's go through the options one at a time so that you can decide which one is best for you.
Option 1: Doing it yourself

You can register your new business name yourself on the Internet by going o your
Secretary of State's website, completing the form and filing the registration fee. Most
states charge a small fee to file a new business name.

To find your secretary of state's website, type in “secretary of state” and the name of
your state inte your search engine.

Once you have received your paperwork from your secretary of state, you can
contact the IRS to obigin an EIN.

Opfion 2: Hiring a company to assist you

If you're not comfortable doing it yourself, you can hire an experienced company o
file your business paperwork for you. It is often worth the cost to have the whole process
of setting up your new business name and filing the proper paperwork handled by o
professional service provider.

If you ctecide to take this route, | recommend that you use www.LLCatCashFlow.Biz.
 have negotiated a very good group discount for all my clients who use this service,
so make sure you mention my name when you contact them. [ find this service highly
relicble and use it on a regular basis whenever | am setting up a new business name.

Option 3: Hiring an advisor to do i for you

The third option is to hire a professional business advisor to assist you in setfing up your
new business. You have several choices when it comes fo the type of business entity
you create and how that business will be classified for taxation purposes. State iaws
aiso vary, as does the cost of sefting up a new business. Professional business advisors
provide a complete range of services, inciuding tax advice, asset mancgement, and
suggestions on the type of business entity that would best suit your needs.
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recommend that you use the same company that has set up all of my business enfities
over the years, and provides business and tax consulting for me on an ongoeing basis.
You can get all your questions answered, have a business enfity created in any state,
and receive one full year of business consulting for a very reasonable fee.

As a customer of long standing, | have been able to negofiate a special rate for any
of my clients who choose 1o use this service. To take advanfage of this service, go to:
www.GetYourBusinessStartedNow.Biz

Types of Business Entities

Having discussed the merits of incorporating your business, let’s now review the four
most common fypes of business entfities in defail, and discuss the pros and cons of ecch.

when forming a business. there are several fypes of entities fo choose from. However,
when it comes o implementing my system, the best opfions for your new business
entity are:

1. Uimited Liability Companies {LLC's)
2. Limited Liabiiity Partnerships {LLP's)
3. C Corporations {C-Corps)

4. Subchapter § Corporations {S-Corps)

Let's now review each of these busineass entities in detail.

Limited Liability Companies (LLC's)

According to Barron's, the world's leading business and financial publication, "A
limited liabiity company may be an excelient way fo own reci estate because it may
provide many of the legal advantages of a corporation and the tax advantages of a
parmership.” ‘

Although an LLC is ideal for real estate investing. it can also be an excellent choice for
many other investiment opportunities. As a successful investor whose diverse investment
portfolio includes some real estate holdings, it has been my experience that the LLC
provides the best flexibiiity and is the most advantageous for conduciing my real
estate fransactions. Of course, | am notin a position to give you legal or accouniing
advice — you need fo get that from your personai advisor, who is famiiiar with your
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state's laws and your business objectives, However, | have found that, whenever |
conduct my real estate activities through an LLC, | galn the best tax advantdges using
the simplest accounting me’rhods

Here is a general overview of the LLC and its advantages for you and your prospective parners.

An LLC is one of the most flexible and popular forms of business entities. Basically, this
form of corporate structure aliows the partners and/or shareholders to maintain o

fixed and limited level of liability and responsibility in the operations of a company. It
combines the personal liabiiity protection of a corporation with the tax benefits and
simplicity of a partnership. Like shareholders in a corporation, the partners {or members)
of an LLC are not personally responsible for its debts and fiabilities. Furthermore, they wil
benefit from being taxed only once on fheir profits.

Since an LLC does not have the same restrictions as other corporate enfities when it
comes to the make-up of partners, you will be able to assemble a variety of successful
and experienced shareholders that couid include companies or even investors from
foreign countries.

LLC's are state regulated and are therefore formed by filing out the necessary
paperwork and paying the required fees, which vary by state.

An LLC can be managed by all of the members, some of the members, or by a
separately designated party. In ali states, except for Massachusetts, you are allowed fo
create an LLC with only one member. Massachusetts requires at least two members.

When there is more than ocne member, the key to operating a successful LLC is

to create an Operating Agreement, which is also known as a Member Control

- Agreement. A Member Control Agreement lays out the ruies of LLC management, the
responsibilities of its members, how profits are to be divided, and how member interests
can be sold. You should be aware that such provisions have a direct impact on
taxation. Also, when you estabiish the structure of the LLC at the oufset, the likelfhood
of confiict down the road is greatly diminished.
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How to Set Up Your LLC

To set up your LLC, registration is required in the state where you will be conducting
yaur business. It is important to note that state laws governing LLC's can differ from
stafe fo state, and you must therefore be aware of the business requirement s of your
chosen state. Generally, two documents, along with a filing fee, are required:

. The Arficles of Organization
. Tne Member Conirol Agreement that outlines the company's policies

The Articles of Organization requires the following:

1. LLC's name and address

2. Description of the type of business

3. The registered agent

4. The name of manager(s) and members of the LLC

Most Secretary of State websites will have forms that you can download and
complete. Remember that state laws governing LLC's can differ from state to stare,
so you nead fo be aware of the business requirements of your chosen state. For an
exampie of an Aricles of Organization, refer fo the sample form on the next page.
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ROSS MILLER

Secretary of Stafe

206 North Carson Street

Carson City, Nevada 89701.4298
{T75) 684 5708

Website: secrataryofstate biz

Articles of Organization
Limited-Liability Company

[PURSUANT TC NRS 88)

USE BLACGHK INK GNLY - DO NOT HIGHLIGHT

ABOVE SPACE 13 FOR OFFIGE USE DNLY

| 1. of L, imiteg:

i Liabitity Company;
HIS! AR JOUINAC
Amued-Babdliy comwany
BSATNF, 806 insinuons}

Check box if 4
. Sarigs Linited-
. Liability Compariy

2. Rasident Agertt
Hame qod Stree!
Address!

it a avagi &0

sorved;,

“HameT

{OPTIONAL) Maling Address

Nevada . .. .. .
2ip Code

3. Dissolution Date:
[OPTIONAL: e
ITIEEL e

Latest data upen witich the company is o dissolve (if existence is not perpetual)

State  Zip Code

4, Management;

DManager(s) GR I:] Members

[chmck anly ong Box)

Cempany shall be mar@ged by

5. Name and Address
gl each Managar or Name
a tlordl . e ..
it mgra tha 3 Agdress City Slate  Zip Code
Namne
Address T iy Siate
Hame
Adaress iy " "State._Zin Code
. Name, Address and
: Orpanizer: Name Signature
2 nore firan 1) . .
. Address City Siate _Zip Tode

T. Certificate of
Aceeptance of
Appuointrmert of
Resigant Agens

| hereby accept appointment as Resident Agant for the above named limited-liability comparty.

X

Ruthorized Signature of R.A. or On Behalt of RA. Company

Date

This form must be accnr-npam"ed by appropiiale fees.

Disclaimer: This form is a sample and is provided for reference purposes only. For information on where o
obttain the retevant forms, refer to hitp://ses.state nv.us/business/forms/omni/NRSBéFormDomestic pdt
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The Member Control Agreement will be based on the decisions agreed upon beiween
the partners. In the Agreement, you will establish the share of profits, individual
responsibiiities and what recourse will be taken if a partner decides o leave the

entity. Note that in some states, owning an LLC can be limited to 30 years and can
also be terminated in the event of the exit or death of a member. In order o fransfer
ownership, this would have to be stipulated within a clause in the Member Control
Agreement.

Filing can be done online at your Secrefary of State's website, or you can hire a
business advisor or an attorney to do it for you.

LLC Advantages

Keeping members' personal assets protected

One of the best advantages of an LLC is that each partner is protected from the
business actions of the company because it is conducting its operations under a
federal Employer Identification Number [EIN). Doing business under this Tax ID numiber
allows each partner to separate their personai and business transactions, therefore
avoiding any crossover in their personal credii reports.

Protecting members’ personal assets in lawsuifs

If the debts of an LLC exceed its assets or there is a lawsuit resulting in an agverse
judgment, creditors cannot go after the members' personal assets. In other words, you
cannot lose your personal savings, home, car, etc.

Taxation benefits

There is no double taxafion. An LLC is considered to be a “pass through™ entity by the
IRS, which means that profits and iosses from the business are not taxed at the LLC
level. Tney are passed through to the members of the LLC and taxed on the members'
tax returns at the members' level. This is especially important in real estate investing
because of appreciating vaiues (capital gains}. Whereas, in the case of a corporatfion,
the sale of any property that has appreciated would create d double taxation issue, in
an LLC the capital gains are only taxed once af the members' level,
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Flexible struciure

In an LLC. there are no bylaws to foliow or shareholder and director meetings required,
which means there are fewer administrative duties required. An LLC doesn't have

the same sirict regulations dividing profiis that corporations are required to foliow. In
an LLC, the distribution of profits can be changed from fime fo time based upon the
amended Member Control Agreement between the partners. in addition, there is
flexibility on how an LLC can choose to be taxed: as a partnership. a corporation or, in
the case of a single member, as a sole proprietor.

LLC Disadvantages

Although LLC disadvantages are few, these are some of the key considerations that
you need o be aware of during the planning phase.

Future growth restrictions

If you are planning for significant future growth (i.e. having many owners and
notentially going public). an LLC is not the choice for you. Although an LLC can
change to a corporation {and vice versa), tax consegquences are fikely to be
significant.

There is also a minor marketing positioning point that applies more to businesses serving
retail customers, The average person does not know what an LLC is and is likely to have
the perception that a business with “Inc” at the end of its name is more permanent
and stable.

Limited Liability Partnerships (LLP's)

A Limited Uability Partnership (LLP} shares many components that are similar to a
regular parmership, except that it offers reduced nersonal responsibility for business
debts. In other words, limited partners are similar to shareholders of a corporation.

An LLP is aiso state requlated, but as it is o much newer business entity than the LLC,

it is still undergoing scrutiny and amendments. Like an LLC, an LLP allows partners 1o
take an active role in the business and vet enjoy limited personal liability. However, 1t is
important to know that the degree of protection is less in an LLP than it is in an LLC.
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In many states, owners of an LLP have what is called a “limited shield", whichis a
reduced form of limited liability from the claims of the business's creditors. In addition, in
many states, the pusiness inferests of LLP owners are afforded less protection from the
claims of the owners' personal creditors.

The limited shield states are: Alaska, Arkansas, District of Columbia, Hawail, linois,
Kansas, Kentucky, Louisiana, Maine, Michigan, Nevada, New Hampshire, New Jersay,
North Carolina, Ohio, Pennsylvania, South Caroiina, Tennessee, Texas, Utah, and West
Virginia.

In New York and Colifbmio. the use of LLP's is limited to attorneys.and accountants. In
the event a partner commits an act of malpractice, that partner alone is held liable,
which makes the LLP a popuiar choice in those professions.

LLP Advantages
1. Alimited pariner will share in profits {or osses). with fewer liability risks.

2. A partner's personal assefs are not at risk for the debts and cobligations of the
business.

3. The limitation of liability and the fact that limited partners do not manage
the business, make it easy to raise equity capifal in the business. This is one of
the reasons why an LLP can be an attractive alternative if your investment
porttolio includes real estate investments.

4. LLP's do not require the corporate procedures of annual meefings and
minutes. o

LLP Disadvantages

1. While the jimited partner enjoys less risk, the generai pariner has a lot more
to lose. The general partner could place his personal assetfs af risk if the
obligations of the business exceed ifs assetfs {as in ihe case of creditors or
lawsuits).

2. Alimited partnership is compiex and is therefore often used in larger or more
sophisticated business enfities. -

3. There is also the potential for parinership conflict, although that is more
common among general than limited partners.
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C Corporation {C-Corp)

A C Corporation, which is also called a "“regular” corporation or a "C-Corp”, assumes
an independent legal and tax life that is separate from its members. it has separatfe
legal entity status, which is similar to an individual who owns assets and has his own
social security number.

A Corporation is taxed under Subchapter C of the Infernal Revenue Code and is the
default corporation formed by the incorporating company.

Unlike an LLC or LLP, the death of shareholders, directors or any officers will have no
effect on the existence of the corporation. A corporation must be legally dissclved to
terminate.

Corporations are owned by shareholders who elect a board of directors to oversee
and manage the business. The board of directors appoints officers to supervise the
pusiness and manage ifs daily functions. In some cases, there are only one-person
corperations, meaning one person serves as the only snareholder, board member and
officer.

C Corporation Advaniages

1. A C Corporation pays taxes on ifs income, shareholders individually pay taxes
on any dividends, and employees of ne corporation pay income tax on their
salary. '

2. If the corporation pays salaries instead of dividends, it can deduct the salary
expenses so that the income is faxed only once. A corporation can deduct
expenses for employees, health insurance, efc.

3. Shareholders are not liabie for the debts or acts of the corporation as long as
corporate procedures are followed. Like an LLC, the most a shareholder can
lose is the amount paid for their shares.

4. Corporations are generally regarded as being more professional and
business-ike and are therefore preferred by venture capitalists and indivicual
investors,
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C Corporation Disadvaniages
1. Annual sharehoider meetings, corporate minutes and other required
procedures make running a corporation more costly, as do a number of
other legal requirements.

2. When a corporatfion has an office in a state other than the one in which it is
incorporated, it must register as a “foreign” corporation.

Subchapter S Corporation (S-Corp)

An § Corporation, which is also known as an “S-Corp”, is identicai to a C Corporation

with one twist: it has a special tax designation that identifies it as a small corporation

that has met certain requirements under Subchapter S of the Internal Revenue Code.

An S Corporation generally starts out as a C Corporation. Shertly after incorporating

a company, the shareholders of the corporation must be in full agreement in order fo

convert the company from a C Corporation to an S Corporation.

The S Corporation has most of the advantages of the regular C Corporation, but the

big difference is that it allows profits o be taxed only at the shareholder level, which

eliminates the issue of double faxation.

There are a number of requirements a corporation must meet o qualify for the S designation:
1. BEvery shareholder must be a citizen or resident of the US.

2. Only certain frusts and estates can be shareholders of an § Corporation.

3. The Corporation cannct have mare than 75 shareholders (a husband and
wife are considered o be one shareholder).

4. The Corporation can have only one class of stock.
5. The Corporation cannot be a bank, thrift or insurance company.
6. The Corporation’s fiscal year must end on December 31st of each year.

7. Ali of the sharehoiders must agree to the S Corporation status.
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S Carporation Advantages

1. An $ Corporation offers ali the same benefits of a C Corporation, with some
additions. It maintains the advantage of limited liability, ease of raising
capital, liquidity of shares and perpetual existence.

2. The § Corporation eliminates double taxation. It is not required to pay federal
income faxes but must file a tax return with the IRS to report income.

3. AnS Corporation is also required to distribute fax forms to ecch shareholider.
Although that requires more fime and effort, the tax savings can be
substantial, The § Corporation opens up significant tax-saving estaie planning

opporfunities, and accountants acknowledge that many corporations enjoy
tax advantages by being an S Corporation.

S Corporation Disadvantages

1. S-Corps offer more advantages for people who are providing a service, not
invesiing in real estafe.

2. Apart from the limitations set on number of sharehoiders and class of stock,
an § Corporation may not own more than 80% of another corporaiion.

3. Like a C Corporation, the costs and effori io maintain an § Corporation cre
higher than for some other business entities.

4. All distributions and aliocations must be the same for each share.
If an S Corporation violates any of these rules, the § election will be revoked.

The above information should give you a fairly clear piciure of the differences between
these four business entities, However, it is always a good ided to access various
resource engines fo get additional information and acquire more knowledge about
these business enfities. Remember that | am not in a position fo give you legal or
accounting advice, so | recommend that you consider consulting with an aftomey and
tax accountant to help you make your decision.

Wwe've now gone through Step 1: Understanding The Credit Reporting Systern (Chapter

One) and Step 2: Seiting Up a New Business on Paper (Chapter Two). Before continuing
with Step 3: Working with Pariners, iet’s answer some guestions and do a quick review.
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Questions and Answers

Q:

A

EXPERTS

Tom, is an LLC preferable over an $-Corp?

First of all, | am not in a position to give you legal or accountfing advice. That’s
something you need to determine with your financic! advisor or lawyer, who is
familiar with your stafe’s iaws and your business objectives.

Whether an LLC is preferable to an $-Corp depends on the type of business
activity you are conducting. My experience has shown that one of the benefits of
an LLC is that it seems to be more advantageous for people who are conducting
real estate transactions, whereas an S-Corp Is more advaniageous for peopie who
are providing a service, rather than investing in real estate.

For more information on this, review the section on LLC and S-Corp advantages
and disadvantages in this Chapter.

How much will it cost fo set up my business name?

That will vary from state fo state, but you need fo decide what works best for

_you. You can use any of the three options mentioned in this Chapter: filing

the paperwork over the Intermnet by yourself; hiing a company fo assist you in
completing the paperwork; or hiring an advisor to do it for you.

After we set up the LLC, how quickly can we start applying for lines of credit, and
when will our business credit be available? -

recommend that, once you have filed your application with the state in which
you intend to conduct business, you should wait for lenders to send you paper
applications in the mail. Once your business is registered, the information wil!

be passed to lenders, who will then automatically start sending you paper
applications in the mdil.
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How can | get business credit for a business | set up two years ago?

| recommend that you contact the lenders on my Lenders’ Contact List and
request that they mail you paper applications. You can also use the other lending
resources listed at the end of my Lenders Contact List. There are some lenders
who prefer to work with older businesses like yours. Here's a fip: if you have o two-
year old business, it may be worthwhile for you to visit your local bank to request
a SIGNATURE line of business credit. [t will be an advantage if you do both your
personal and business banking at this jocation.

Can a P.O. Box or Mailboxes Etc. be used as my business address? Or should | use
a home office address?

You cannot use this system with a P.O. Box. A business credit lending expert | spoke
to made it very clear that they want a physical mailing address for your new
business.

if | set up several business names, can | use the same home office address for
each one?

Yes. | currently have 24 different business names, and | use the same home office
acddress for every one of them.
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Chapter Two Review
What consfitutes a business?

A business is o vehicle through which anyone can conduct commerce. When the
businass entity has been legally registered with the federal government and the state in
which it conducts its operations, it is often referred to as a corporation.

A corporaticn-is formed by individuals who own and operate it. It has its own
legal rights, kabilities, and responsibilities that are separate from the owners’ legai
responsibilities and liabilifies.

The difference between a corporation and c sole proprietorship is that there is no
personal asset protection or personal credif profection for people who do business s
sole proprietors,

If you have a sole proprietorship, you can only use your social security number on all
your business forms. However, if you incorporate your company, you can use your
Federal Employer Identification Number (EIN) for your business. An EIN is a number that
is provided fo you, at nc charge, by the RS when you set up your business. It is used for
reporting all federal tax information on a K-1 business tax return.

Why form a corporation?
Forming a corporation is the only way to separate personal credit and personal liability
from business activity. With an incorporated company, the company itself, not the
individual owners, assumes responsibility for its activities. A corporation enables its
owners to borow money in the name of the company so that the loan is not reported
on the owner's personal credit.
The following tax savings are available to corporations:

«  Numercus iox deductions thai are not available to individuals or sole proprietors

« A lower federal tax rate at all levels of income

- Immediate recovery in tax savings of any costs incurred in forming cmd
registering a business entity

- Estate planning advantages

2009 oage 63



Starting a business
Here are the steps to creating a new busingss:

1. Select a name that is not already in use, and file your application with the
state in which you intend to conduct your business,

2. Apply for a Federal Employer Identification Number (EIN). An EINis used in
the same way as a personal social security number is used fo identify an
individual, except that an EIN is used to identify a business enfity instead of a
cerson.

CASHFLOW
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Once this has been done, your business information will become public record and
automatically be provided 1o lenders who extend credif to new businessas. When
these lenders have processed your information, they will mail out paper applicatfions to
you for new business credit. However, it may take up to six to eight weeks before you
start receiving them.

When you register your new business, it is very important that you use a mailing address
thot allows you to easily receive mail. When you file with your sfate, don’t use a P.C.
Box as the mailing address for your new business address, as-some. lenders will not mail
credit applications to a P.O. Box. A home office address is the best way to ensure that
vou will receive the paper applications for credit from lenders,

As you expand your portfolio, you may find it necessary to sef up several business names.
Even if that is the case, you can stili use the same mailing address for ali of them.

If you file for an ocuf-of-state business and are using a registered agent for your business
address, make sure they forward ALL your business mait to you.

Options on how to set up a business
You can start a business by:
+  Chogsing a name and filing the paperwork aver the Internet by yourself

+ Hiring a company to assist you in completing the paperwork
« Hiring a professionai business advisor o do it for you
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When forming a business, there are several types of entities o choose from.

However, when it comes to impiementing my system, the best options for your new
business entity are: '

1. Limited Liabkility Companies (LLC's)
2. Limited Liability Partnerships (LLP's)
3. C Corporations {C-Corps)

4. Subchapter § Corporations (S-Corps)

Limited Liability Companies {LLC's)

Although an LLC is ideal for real estate inveasting, it can also be an excellent choice for
many other investment opportunities. An LLC is cne of the most flexibie and poputar
forms of business entifies. It combines the perscnal liability profection of a corporation
with the tax benefits and simplicity of a partnership. Like sharehoiders in a corporation,
the partners (or members) of an LLC are not personally responsible for its debts and
liabilities. Furthermore, they will benefit from being faxed only once on their profits.

LLC's are stafe reguiated and are therefore formed by filling out the necessary
paperwork and paying the reguired fees, which vary by state.

AN LLC can be managed by all of the members, some of the members, or by a
separately designated party. In all states, except for Massachusetts, you are allowed 1o
create an LLC with only one member. Massachusetts requires atf least two members.

When there is more than one member, the key to operating a successful LLC is to
create a Member Control Agreerment, which is the best way to avoid any conflict that
could arise in the future. A Member Control Agreement sets cut the following:

< The rules of LLC management

«  The responsibilities of its members

+  How profits are to be divided

- How member interests can be sold if they choose fo leave the entity

These provisions will have a direct impact on taxation. in some stafes. owning an LLC
can be limited to 30 years and can also be terminated in the event of the exit or death
of a member. In order to tfransfer ownership, this would have fo be stipuiated within a
clause in the Member Control Agreement.

© 2009 page 65



To set up your LLC, registration is required in the stafe where you will be conducting
your business. State laws governing LLC's can differ from state to state, and you must
therefore be aware of the business requirements of your chosen state.

Generally, two documents, atong with a filing fee, are required:

1. The Articies of Organization
2. A Member Conirot Agreement

The Articles of Organization requires the following:

« LLC's name and address

. Description of the type of business

- The registered agent

. The name of manager{s) and members of the LLC

LLC advantages include:

. Keeping members’ personal assefs protected

. Protecting members' personal assets in lawsuits
- Taxation benefits

.+ Flexible structure

LLC disadvantages include:
. Future growth restrictions
Limited Liability Partnerships {LLP's)

A Limited Liability Partnership (LLP} is similar to regular partnership, except that it offers
reduced personci responsibility for business debts.

An LLP is also state regulated, but as it is a much newer business enfity than the LLC,
it is still undergoing amendments. An LLP allows partners to iake an active role in the
business and yet enjoy imited personal fiability. However, the degree of protection is
less in an LLP than it is in an LLC.

in many states. owners of an LLP have what is called a “limifed shield™, which is a
reduced form of limited lability from the claims of the business's craditors. in addifion. in
many states, the business interests of LLP owners are afforded less protection from the
claims of the owners' personal creditors.
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LLP advantages include:

- A share in profits for limited partners, with fewer liability risks

. No risk fo a pariner's personail assets for debts and obligations of the business
. Ability to easily raise equity capitalin the business

. No requirement for corporate procedures of annual meetings and minutes

LLP disadvantages include:

. More compiexities in setting up LLP's

. Potenfial for partnership confiict

. More risk fo the general partner's personal assets if the obligations of the
business exceed its assets

C Corporation (C-Corp)

A C Corporafion is also called “regular" corporafion ora “C-Corp™. It assumes an
independent legai and tax life that is separate from ifs members and has separate
legal entity status, which is similar fo an individual who owns assetfs and has his own
social security number.,

The death of shareholders, directors or any officers will have no effect on the existence
of the corporation. A corporation must be legally dissolved fo ferminate.

Corporations are owned by shareholders who eiect a board of directors fo oversee
and manage the business. The board of directors appoints officers to supervise the
business and manage its daily functions.

C Corporation advantages include:

- Tax benefits

. Ability o deduct salary expenses so that income is taxed only once

. No liability for shareholders as long as corporate procedures are followed
C Corporation disadvantages include:

. Costs involved in running a corporation

. Necessity fo register as a foreign corporatfion when a corporation has an
office in o state other than the one in which it is incorporated
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subchapter $ Corporation (S-Corp)

An § Corporation, also known as an “S-Corp”, has a special fax designation that
identifies it as a small corporation that has met certain requirements under Subchapter
5 of the Infernal Revenue Code.
An § Corporation generally starts out as a € Corporation. The shareholders of the
corporation must be in full agreement in order fo convert the company froma C
Corporation to an $ Corporation.
Tne S Corporation has most of the advantages of the regular C Corporation, but
the difference is that it allows profits fo be taxed only at the shareholder level, which
eliminates the issue of double taxation. '
The following requirements are necessary o qualify for an S designation:

1. Every shareholder must be a citizen or resident of the US

2. Only certain trusts and estates can be shareholders of an S Corporation

3. The Corporation cannot have more than 75 shareholders {a husband and
wife are considerad to be one sharehoider)

4. The Corporation can have only one class of stock
5. The Corporation cannot be a bark, thrift or insurance company

6. The Corporation’s fiscal year must end on December 31st
of each year

7. All of the sharehoiders must agree fo the § Corporation status

S Corporation advanfages inciude:

. The same benefits of a C corporation, with the additions of maintaining the
advantage of limited liability, ease of raising capital, iquidity of shares and
perpetuai existence
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. The eiimination of double taxation, although a fax return must be filed with
the IRS fo report income

. Tax saving estate planning epportunities

§ Corporation disadvantages include:

. More advantages for peopie providing o service rather than invesiing in rexl
estate

. Apart from the iimitations set on number of sharehoiders and class of stock,
an § Corporation may not own more than 80% of another corporation

. Costs ang effort to maintain, which are higher than for some other business
enfifies

+  All distributions and aliocations must be the same for each share

. Revoking of the S election if any rules are viclated
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Chapter Two Exercises

Describe how you intend to structure your business.

What are the steps you need to do tfo set up a new business?

Whatis an EINg
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What are the three options for starting a business?

Identify and compare the four different types of business entities.

What are some of the advantages and disadvantages of the four business entifies?
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False

False

-False

False

Faise

“ LC" stands for “Limited Liability Corporation.”

Always use a P.O. Box instead of a street address when
applying for paper applications for business lines of credit.

Once a new business has been registerad, it will be
provided o lenders, who will automaticaily start mailing
paper applications to these new businesses.

Your personal credit will be combined with your new
business's credit.

When o loan is made 1o the new business, that activity will
never show up on your OWn or your partner's credit report,
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Chapter Three

Step 3: Working with Partners

One of the simplest but most highly effective keys to successfully implementing my
Shortcut to Money Secrets system is working with partners. Forming partnerships with
people who have good credit ratings will give you access to the best offers from
lenders. If your credit rating is not healthy, thisis a great resource to tap info.

A strong partnership can be one of the most powerfui forms of business leverage. Most
successful investors in the world work with @ feam of support people and pariners.
Despite this, according to BizStats.com, only 6% of small businesses operate in the form
of partnerships.

Working with partners is an essential component of my system, s it will enable you

to acquire the largest possible amount of business credit. If you have poor parsongl
credit, you will be iimited in the amount of business credit your new business will
receive. Of course, it is still possible 1o acquire some business credit, even if you have a
low personat credit score. However, if you have really bad credit, you should strongly
consider following the formula in this chapter and start working with parfners.

The key to a successful partnership is learning how to structure it so that alt parties know
what is expected of them.

Member Control Agreement and Addendum

when setiing up a parfnership, you need to ensure that all parties are in agreement
regarding the structure of the company and the direction that it should take.
Parfnerships not only need to be well thought out, but also clearly spelled out in
advance fo adilow them to run smoaothly.

This is why a Member Confrol Agreement is essential to your business. This document
outlines the general ferms of the agreement between you and your partners. It must be
specific to your state's governing rules and is often identical to the agreement that i5
used when forming an LLC.

© 2609 - page 73



A Member Control Agreement should cover the following:

« Type of business

«  Member contribuiion

+ Duration of partnership

« Percentage of ownership for each partner

. Payment of incidental costs incurred

. Distribution of assets on compietion of partnership

You also need to draw up an Addendum to the Member Control Agresment that wil
spell out anything that is specific or unique about the way the partnership is going o

be run, including the individual responsibilities of each partner, the amount of capital
invested by each partner, and the distribution of profits between the partners.

Every time | create a new business eniity such as an LLC, | use the same Member
Control Agreement. The only difference from parinership to partnership is in the one-
pnage Addendum that | create.

in the Addendum, ensure that you speli out the following:
. Which partners will have responsibility or decision-making ability?
«  Who will manage the check book?

. Who will be responsibie for acquiring additional financing or mortgages if
the business lines of credit do not provide enough money fo buy g property
outrignts

. Who will ulfimately be in charge of when and how the partnership sells the
properties?

| clso specify in the Addendum that every one of my partners is required fo apply for an
unsecured new business line of credit using the name of the LLC that has been creafed
and their own credit reference {meaning their own name and social security number).

This means each partner you bring in is required to obtain an unsecured business line of
credit up 0 a certain agreed-upon dellar amount. This amount, whether it is $20,000,
$40,000 or $60,000, is compietely negotiable between the partners and is based on
what assets each partner is bringing into the group LLC.
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Earlier on in this chapter, | mentioned how my Shortcut to Money Secrets sysfem can
still work for you even if you have extremely bad credit. This is where the advantage

of warking with partners really comes into play. As the individual who has initiated

and is structuring this partnership, you are in the driver's seat. it's up to you to decide
how much each partner should contribute foward the group LLC. if, therefore, you
have really bad credit and are not in a position to acquire a line of credi on your

own, you can use the leverage and assets that your partners will bring fo the business
partnership. As your credit rating improves, you can then start to apply for lines of credit
while continuing fo take advantage of your partners’ sirong credit ratings.

Examples of a Member Contfrol Agreement and Addendum can be found in The
following pages.
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Sample Member Control Agreement

THE RULES GOVERNING INVESTMENT LLC.
Member contribution fe.g. $30,000]
This partnership will operate for years and will invest

in markets that
has identified as having the best opportunities.

LLC. will sell each property as guickly as
possible and will market-all properties as for sale 6 months
before the end.of this partnership.

will make all decisions regarding type of
property purchased, the amount of rehabilitaticn work te be
done, and’ the timing of the final sale of the properties.

Profits are split based on percentage of ownership in the LLC.

Each partner may owe tax on their share of the capital gains
even if they have not received the gain at the end of the first
year.

This partrership will pay the normal ongoing cost of any
necessary property repairs, management, and real estate
commissions or ffinders’ fees.

Each partner will apply for several Smele 520, OOO limit credlt
cards in the name of the LLC.

This card will be used to finance any_neceséary expenses of the
partnership and to give the partners their principal back as
cash advances are taken from the credit cards.

Name :
Address:
Clty:
Phone:

Social Security Number:
Signature: Date:

Disclaimer: This is o sample confract and is only infended as an example for agreements between parfners,
Placse consult alegal professional for advice.
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Sample Addendum to LLC Member Control Agreement

« State amount of member contribution (specify deollar amount} .

+ This partnership will operate for {(number of) years.aﬁd will
invest in markets that (name of partner) has identified as having
the best opportunities. g e

« The LLC will s=il each property as quickly &s possiblé;and will
1ist all properties .for sale {number.cf) months before the end of
this partnership. ' B I

+ (Specify main partner’s name) will make all decisions regarding
the type of property purchased, the amount of repairs to be done,
and the timing of'the final sale of the properties.

+« Profits @ill he split based on the percentage cf ownership in the
LIC..

+ Each partner may owe tax on their share of the capital gains, even
if they have not received the gain at the end of the calendar
yaar.

« This partnership will be responsible for ongoing maintenance
and repairs of the property, &s well as management, real-estate
commissions and finder’s fees.

. Each partner will apply for several simple-limit (stipulate-
amount) credit cards and business credit lines in the name of the
LLC. These cards will be used to iinance any necessary expenses
of the partnership and any cash advarices taken from the business
credit cards will be used to substitute the prinCipal contribution
of the partners: ; :

Print Name:
Address: '
City:
Phone:
Social Security Number:
Birth date:

Mother’s mailden name:
Signed by:
Date:

Disclaimer: This is & sample coniract and is only infended as an example for agreemeants between pariners.
Please consuli ¢ legat professionai for advice.
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Division of Profits

The fihal consideration o be made when you are planning a partnership is how the
profits will be split among the pariners. This is something you will have to negotiate with
each partner.

As the individual who has inifiated this business venture and is knowledgeable about
impiementing my Shortcuf to Money Secrefs system, you are obviously in ¢ position of
strength to negotiate your percentage of profifs. Always plan to get paid a fair share
of the profits, even if you do not contribute any money or credit to the partnership.
Remember that your pariners would not be benefiting ai all it you hadn't brought
this great opportunity to their attention in the first place. They wouid also not be in

a position to generate any profits if it weren’t for your knowledge in setting up and
operating this partnership.

When it comes to dividing profits, there is no standard method or guideline. it is
completely negotiable. You can create an LLC where you are a 90% owner and have
five other partners, each holding a 2% ownership in the LLC. However, you must be
careful to state clearly in the written Member Control Agreement what each partner
will be contributing and why some partners may be receiving a smaller share of the
profits, even though they are contributing more cash or credit. Making this clear from
the start will avoid any potential confusion and bad feeling that could otherwise arise
later.

Profits should be determined according to the contribution from each of your pariners.
The more each partner brings fo the partnership, the higher percenfage of profits thai
pariner should receive.

Make sure you specify in writing that profits will be divided according to each
member's ownership percentage. If you are a 50% member in the partnership, you wil
receive 50% of the profits. If you are a 10% member in the partnership, you will receive
10% of the profits.

Forming Partnerships

Pleqse review this step even if you cumrently have a good credit rating. Even people
with excellent personal credit, who feel they don't need to work with partners, will have
much more success in business if they use the leverage and assets that other people
bring to o business partnership.
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Consider this: every individual is limited to one line of business credit per lender. if you
are the only member in your business entity, your company will only be abie to acguire
$200.000 toc $400,000 in business credit.

If you are planning fo start more than one business in the expectation of acquiring
more than $400,000 from the same group of lenders, then you will need to add o credit
partner ¢ your businass.

I strongiy advocate waorking with partners when using my Shortcut fo Money Secrefs
systermn. Even though | have an excellent credit rating, | continue to work with partnars
because | know how beneficial it is for me financially. Working with pariners has helped
me acguire milions of additional doliars in business credit that | could not otherwise
have obtained on my own.

investing is much easier and more profifable when you work with pariners, whether
they're cash partners, credit partners, or working partners,

Here are some suggestions on forming profitable partnerships:

Finding and screening potential partners

Planning and structuring how you will work with partners

Scripting and practicing your presentation to potential partners
Showing your partners a written plan of action

Getting them to take action and commit to joining your partnership

Nk Wi -

1. Finding and screening potential partners
a. Approach people you know

The best way to find o credit pariner is to approach people you know
personally and professionaity. Start by talking to people who trust you. Let
them in on the exciting news that you have found a one-of-a-kind financial
opportunity. Walk them through the four steps of my system and show them
how to form a business entity, such as a group LLC, and acquire business lines
of credit.

Once they recognize that you are working with a fool-proof system, tell them
fhat you are looking fo form a partnership with ¢ refiable and frustworthy
individual. Inform them that you're prepared to make them a full partner in
Yyour new business,
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When | use the term “full partner”, it deesn't mean that | am offering them
50% partnership in a two-partner LLC or a 25% partnership in a four-partner
LLC. By making them full partners in my group LLC, | am simply emphasizing
that they will enjoy the safety and benefifts of a 'full partner’ in all the
partnership documents,

. Run advertiserenis

Running ads in newspapers has also been a very effective way to atfract
partners. Here are some examples of effective ads that | continue to use:

Seeking credit partner fo invest in [type of business]. Great potenfial fo make
significant return on your investment.

[Type of business] investmeant opportunity. No cash needed. Let your good
credit make you rich. Call xxx-xxxx.

Redql estate partnership seeks credit partner. We have cash. $25,000 profit
potential.

Partnership with equity rich investments seeking a credit partner. No cash
needed.

The best advice | can give you is for you to study your own market and
customize your newspaper ads according to the kind of partners you want to
atfract and the type of investment you are considering.

Join your locai investment networking association

There are many associations that are iailored fo specific types of investmeant.
Becoming a member is an excellent way fo engage with like-minded people
who are looking for new ideas and sirategies. You will have the opportunity
to meet seasoned investors and leam how they are able to create innovative
solutions to maximize their investments. it is aiso a good way to build new
partnerships and share mutual godals.

. Screen potential partners

Itis important o determine up front if you are compatible with your potential
partners. Make sure you carefully examine not only thelr financial assets, but
also their personalities. Before entfering info any partnership, you need to be
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sure you have similar goals and simitar styles of conducting business. You also
need to screen a potential partner’s credit worthiness in advance of forming
your partnership.

2. Ptanning and siructuring how you will work with pariners

Your partnership will take the form of a business entity, such as an LLC. The Member
Confrol Agreement, which is usually accompanied by an Addendum, will be the
writien Agreement that the partnership wil operate under. All rules about how the
partnership will be run will be detailed in this Agreement.

In these written Agreements, make sure you always communicate clearly with your
partners about how you are going 1o use each individual's personal credit reference fo
obtain business credit in the LLC.

Credit responsibilities for partners:

« Al parfies must be made aware in writing that the partner who attaches his
or her name and social security number to the business application is the
guaranior of that loan, even though that partner is obtaining credit in the
name of the business. It is essential that the partner understands that ne or
she is ultimately responsible for the repayment of that line of credit.

. Always reassure your pariners that, even though a specific pariner will be
the guarantor of this loan, this method of acquiring money protects personal
credit scores because this business activity does not report on a personai
credit profile when it is done in'the name of a business.

- However, every credit pariner needs fo understand that this is recourse cebt
and that he or she is the guarantor of the loan. This means that the credit
partner will be responsible for paying the foan back if he or she s the member
listed on the business credit application.

- These business lines of credit act as an invisible loan on the credit partner’s
personal credit UNLESS they are not repaid.

- You need to make sure your partners understand what will happen if the loan

is not repaid at the due date. By keeping your partners informed, you are
protecting them as well as yourself.
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- If a business line of credit is not repaid by the due date, the lender will start by
requesting that the guarantor pay if back. If it is still not paid back, a negative
report will be made on the guarantor's credif report, and this, as we now
know, can severely damage an individuai’s personal credit.

- This is why you need to ensure that payments are kept current on the business
line of credit. As long s this is the case, any and all activity that s being
done in the name of the business will remain invisible to anyone reviewing the
personal credit reports.

3. Scripting and practicing your presentation to potential partners

Before you approach any potentiail partners, always write out and rehearse the
presentafion you intend to make. You want to come across sounding positive. self-
assured and knowledgeable about the system you are presenting to them.

Use the key points of the system to show potenticl contributors how this parfnership
acqguires unsecured new business lines of credit and how these lines of credit can be
used to begin doing "nothing down” deals.

The following is just cne example of how to compose a presentation to potential
partners. Feel free 1o use it or adjust it according to your own invesfing requirements:

“I'am very excited to let you in on an innovafive investment frend. | know
that, as investors, we are constantly on the lookout for ways to increase our
knowledge of the investing process, as well as fo share our successes and
even learn from our mistakes. '

That's why I'd like fo discuss a recent opportunity with you that | just couidn't pass
up -~ how to cbtain unsecured business lines of credit for your ‘nothing down’
investment deails. The beaufy of this system is that ncne of your own money will
everieave your wallet!

I came across this sysfem when | was forfunate enough to meet with, Tom
Kish. a highly successful and savvy investor. Tom shared with me his proven
system on how to increase my capital for investing and gave me sound
advice on how fo find the kind of investments | should be looking for.

I'd fike to share with you some of the key areas of his system. First of all, how
does having up to $200,000 in unsecured business lines of credit sound?g
Unbelievable, righte Well, it's easy when you know how fo do if. Tom has
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come up with the simple fechnigue of acquiring new business fines of credi,
instead of cash, for his investment opportunities. Other businesses do this

all the time for their office equipment or services, and Tom realized that

this same system couid be applied fo other investment activifies. His easy-
to-follow four-step systermn will show yvou how to acquire new business lines
of credit for your investing needs. When you combine these lines of credit
tagether, you will have the capital fo invest in any type of deal you want
without using any of your own personal funds.

And the bonus is that we will be assisted along the way by Tom, who will
make his expertise available to us through assessment scftware programs,
access to inferactive telephone conferencing, and ofher support material
that will put us in the best possible positicn fo succeed.

I have already worked with each and every area of this program and assure
you that you really have nothing fo lose and everything to gain. So l hope
that you will consider joining me in this venture, as it will be well worfh your
time and effort. I'm sure you will find, as [ have, that fhe financial rewards are
substantial.”

4, Showing your partners o wrilen plan of action

Itis aiways good professional practice to have a written investment plan to show your
partners. By crafting a detailed investment plan for your potential partners, you can
demonsirate fo them exactly how all of you will make money in this partnership. Clearly
set out what you will invest in and how you will generate profits.

« Explain to them what you will be doing and why they will need to rely on your
knowledge and experience.

«  Go into detail about your investing strategy. What fype of invesiment are you
targeting? How will you execute your strategy? And how will the profits be
districuted among the parthers?

- Show them enocugh of my Shorfcut fo Money Secrefs system fo whei their
appetites and demonsfrate your knowledge of how to use this system o get
the business credit needed to grow this partnership.
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If you're not sure how to put this plan together, use excerpts from the generic Member
Confrol Agreement and Addendum that I've provided in this guide. By giving

each potential pariner a professional, well-thought-out plan, you are giving them
confidence to parficipate in your business venture!

5. Getting them fo take action and commit to joining your partnership

The final step in forming a partnership is to draw up the Member Conirol Agreement, as
well as the specific Addendum, and have all parties sign both documents.

Remember that the Addendum should spell out anything that is specific or unique
about the way the partnership is going to be run. By taking the time to initiate this step,
you will be starting off in a position of strength. Partnerships work very well when a solid
foundation is laid from the beginning.

A final word before we move on. Remember that my Shorfcut to Money Secrets
system does not atfempt fo give you accounting or legal advice — you will have

to get that from your own financial advisor and lawyer. My system will provide you
with educational material and a blueprint that you can use in conjunction with the
professional advisors who understand your specific situation and your siate’s laws, and
are knowledgecble about what your goals are. You shouid rely on these advisors to
give you a legal opinion based on their knowledge of your situation.

Now that we've completed Steps 1, 2 and 3 of my four-step system, let's answer a few
questions and have a quick chapter review before continuing with Step 4: Acquiring
Many Unsecured New Business Lines of Credit.
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Questions and Answers

Q: Why should | take in partners and spiit profits with them?

A: The mainreason | recommend using partners is because it will improve your ability
to obtain multiple iines of credit fhrough your pariners' hecithy credit profiles.

Q: How do I find partners?

A: Bégin by taiking to people that you know personally and professionally, and who
share a common business interest with you. Aiso aftend local investor networking
groups. You can also place ads in local newspapers or on Internet bulletin boards.

Q: Whatis the best way to work with partners?

A: Before you begin any partnership, you must draw up a detailed and clear
Agreement that spelis out exactly what each pariner's duties and responsibilifies
will be, as weli as how the profits will be divided.

Q: How much detail should | include in the written Partnership Agreemeni?

A:  As much as possible. Try to think of every issue that couid come up and specify
how you will deat with it. | recommend that you use the template of the Member
Control Agreement in the Appendix of this guide. It provides an example of the
issues you shouid cover, although you should make sure that you add items to your
Agreement that are specific to your goals and objecfives.
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Chapter Three Review

One of the simplest but most highly effective keys to successfully implementing my
Shoricut to Money Secrets system is o work with partners. Forming partnerships with
people who have good credit ratings will give you access 1o the best offers from
ienders. If your credit rating is not healthy right now, this is a great resource to tap into.

if you have poor personal credit, you will be limited in the amount of business credit
your new business will receive. Working with partners will enable you 1o acquire the
largest possible amount of business credit.

The key to a successful partnership is iearning how to structure it so that all parties know
what is expected of them.

Member Control Agreement and Addendum

A Member Control Agreement is essential o your business becaouse it outlines the
generai ferms of the Agreement between you and your partners. It must be specific to
your state’s governing rules and is often identical to the Agreement that is used when
forming a business entity such as n LLC.

A Member Control Agreement should cover the following:

- Type of business

» Member contfribution

+  Duration of partnership A

« Percentage of ownership for each partner

»  Payment of incidental costs incurred

« Distribution of assets on completion of parinership

In addifion to the Member Control Agreement, you should draw up an Addendum that
will spell cut anything that is specific or unigue about the way the partnership is going
fo be run. This includes:

- The individual responsibilities of each partner
« The amount of caplial invested by each parfner
« The distribution of profits between the partners
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You should also spell out which partner will:
+ Have responsibility or decision-making ability
- Manage the check book

+  Be responsible for acgquiring additional financing or morigages if the business
lines of credit do not provide enough money to buy a property outright

Ulfimately be in charge of when and how the parthership sells the properties

In the Addendum, you must also specify that each partner is required o apply for an
unsecured new business line of credit using the name of the LLC that has been created
and their own credit reference (meaning their own name and social security number).

As the individuai who has intfioted and is structuring this partnership, it's up fo you to
decide how much each partner should contribuie toward the group LLC. If, therefore,
you have really bad credit and are net in a pesition to acquire a line of credii on your
own, you can use the leverage and assets that your partners will bring to the business
partnership. As your credit rating improves, you can then apply for lines of credit
yourself while confinuing to take advantage of your partners' strong credit ratings.

You also need fo negotiate with each potential partner how the profiis will be split.

As the individual who has inificted this business venfure and is knowiedgeable about
implementing my Shortcut to Money Secrets system, you are cbviously in a position of
strength to negotiate your percentage of profits. Always plan to gef paid a fair share of
the profits, even if you do not contribute any money or credit to the partnership.

I recommend that profits should be determined according fo the contribution from
each of your partners. The more each partner brings to the partnership, the higher
percentage of profits that partner should receive. Make sure you specify in writing that
profits will be divided according o each member's ownership percentage.
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Forming Partnerships

Suggestions on forming profitable partnerships:
1. Find and screen potential partners
a. Approach people you know
b. Run advertisements
c. Joiniocalinvestment networking groups
d. Scréen a potential pariner's credit worthiness before forming your
parinarship, and make sure you and your partners have similar goais and
styles of conducting business
2. Plan and structure how you will work with partners:
a. Decide on a business entfity
b. Draw up the Member Control Agreement and Addendum
c. Make sure every partner is aware of his or her credit responsibilities
3. Script and practice your presentation to potential partners

4. Show your partners a written plan of action

5. Get them fo take action and commit f¢ joining your partnearship
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Chapier Three Exercises

If you have poor personal credit, what are the two options you can consider?

What are the penefits to forming partnerships?

What are the suggested steps to forming profifable parinershipse

Whatis o Member Control Agreement?
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List all the important issues you would want spelled ocut in a Member Control
Agreement to clarify what role you will have in this partnership.

Make a [ist of the things your partners might be concerned about if they join your
partnership. What fears may they have that need io be addressed in writing? For
example, do they need you to clarify who will sign the business checks?

Whatis a recourse debt?

Compose and rehearse a presentation that you would make fo pofential partners.
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What are some of the investment strategy details you should go into in your written
invesiing plan®e

In the addendum to the Member Control Agreement, what are some of the points you
should spell oute

List everyone you can think of who may be a potential partner for your next LLC.
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True

True

True

True

True

True
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OR

OR

OR

OR

OR

OR

False

False

False

False

False

False

It is not recommended that you work with partners in order
to successiully implement this system.

When working with partners, you must always split the
partnership 50-50.

One of the recommended ways to find partners is by
advertising in the local newspapers.

The best way to work with pariners is to have a clear verbal
agreement on which to base the partnership.

The Member Control Agreement is an optional part of
successful partnership.

The partner who attaches his name and social security
number to the business application is uitfimately responsible
for the repayment of the line of credit.
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- Chapter Four

Step 4: Acquiring Many Unsecured New Business Lines of Credit

As an investor, you know that fiming is everything. When a good deal is presented
to you, you have to be ready 1o take immediate action. Having funds ready and
available whenever you need them is a crucial advantage when investing in

any market. That's why it's impaortant for you to start implementing my Shorfcut to
Money Secrets system immediately — it will give you a head start on any investment
opportunities.

‘We've dlready estabiished that you can use my system of acquiring new unsecured
business lines of credit for any fype of investment opportunities. Let's now fake a few
minutes to get ¢ better understanding of the specifics of this type of loan.

What is a Business Line of Credit?
A Business Line of Credit can be characterized in three ways:

1. Itis o standard business credit card, with a grace pericd dliowed before
inferast is charged.

2. It comes in the form of g fraditional ioan, with a fixed interest rate that has an
dllctted number of years to repay.

3. Itis o flexible line of credit where you access the money by check and only
begin to pay interest when you use it.

An unsecured Business Line of Credit is reiatively easy for anyone to obiain because

it does not require any personal or business collateral in order o obiain funding.
However, it is important for you o realize that approval will be based on your previous
business credif history and positive credit scores.

The recson it is so easy to aobfain an unsecured business line of credit is because an
individual acts as a personal guarantor on the lcan. In other words, someone has fo
stand behind the new business enfity that's just been created, and that persen wil
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guarantee that the money gets paid back. This guarantor can be you, if you have o
reasonably good credit score, or it can be a credit partner who is one of the members
of the new business.

The rationaie behind using business credit, instead of personal credit, is that the
guarantor will not have this loan, or any business activity associated with this loan,
reported on his or her personal credit report while the loan is being used by the
business. By starting a business, you are creating a separate enfity, and any activity
that you do in the name of that business wili only be reported under the EIN of the
busingss.

Acquiring Unsecured New Business Lines of Credit

Let's go through the details on how fo acguire unsecured business lines of credit for
your investment purposes. There are four ways to apply for business lines of credit:

1. Mdailing a paper application to the iender

2. Completing an application over the phone

3. Completing an application cn the lender's website
4, Completfing an application in person at the bank

While any of these mathods is acceptabie, my system works best when you cpply for
business credit by mail, so let's begin by discussing this option in further detail.

1. Madiling a paper application fo the lender

The whole process begins with registering your business by filing your paperwork

for the business entity that best suits your needs, and then obiaining an EIN. Once
you have done that, the state in which your business is registered will list your new
business address on public records. This listing wili autormafically provide your business
information to lenders who are iooking for new businesses fo extend credit to.

Cnce lenders, including the ones on my Lenders' Contact List, have input your address
into their system, this will initiate the process of having paper applications automatically
mailed fo the address you have listed with the state. However, keep in mind that it
could take from six to eight weeks for you to receive your first application
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by mail and several more weeks fo receive approval. Although it will be difficult to wait,
you need to understand that this is your best option for receiving maximum resulis from
lenders.

My experience has shown that, if yvou are prepared to wait for the lenders to send you
paper applications in the mail, you will be able to build up $200,000 to $300,000 of
unsecured new business lines of credit within six months of receiving approval of your
applications.

if, however, you decide you don't want to wait and you call these lenders to reguest
that they mail you a paper application, you will find that over haif of them will refuse
your request. Why2 Because many lenders do not mail credit applications on demand.
They will only mait applications to you when they have had time to input your new
business information from your Secretary of State.

Paper gpplications sent in the mail by lenders have proven to be the best method
because they are stated income applications for business credit. This means you

will not be required to submit any documentation, such as a business plan, income
verification or business fax returns. In a few cases, lenders may ask you to submit a
copy of your business registration after you have applied for credit by mail, buf thisis
rare. :

it will be easy for you to acquire $20,000 fo $40,000 from each individual lender every
month because this kind of small line of credit fits into lenders’ stated income pregrams
that are available for new businesses.

You need to be aware, however, that you are not going to acquire the full amount of
available credit in your first month. An essential component of guaranteeing success
with my Shorfcut fo Money Secrets system is that you should never apply for more than
two or three lines of credit per partner in a 30-day period. Each month, you and your
credit partners can individually apply with two lenders. More than two applications per
person, per month, will create an excessive number of inquiries on your record. Lenders
may deny credit for no reason other than the fact that you have submitted too many
applications in a 30-day period.

The other ways of appiving for business lines of credit are:
2. Completling an appiication over the phone

3. Compileting an application on the lender’s website
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4. Compieting an application in person at the bank

You may want fo apply for business credit using one of these three methods if:

a. You prefer not to wait for paper applications fo be mailed fo you

b. You have an older business that no longer receives these paper offers

¢. You have registered your business in a state that keeps your business location
private

Shouid you decide to use any of those three methods, however, you need o be aware
that vou will probably be required to provide some verification for business credit
approval, such as the Articles of Organization for your business, as weli as the date that
it was registered and proof of its location.

Stated income Applications

Many people wonder how a brand new business or one with no income or revenue
can qualify to receive unsecured business lines of credit.

The answer is that certain lenders have always offered start-up businesses the
opportunity to apply for lines of credit using what the banking industry cais “Stated
income Applications™. When you fill out a Stated Income Application for business
credit, it is like a future projection of your business's profifs. There are many types of iitfle
known but commonily stated income loan applications that have been available in the
banking industry for years.

“Stated income" means you provide the lender with a projection of your anticipated
oersonal and business income, not your curent income.

Some of you wili probably be familiar with “stated income™ mortgage applications for
real estate loans. What you need fo know is thai those same stated income guidelines
are available for business credit.

The bad news is if you try to get a milion-dallar business iine of credif from your locd
bank, you would probably need to complete a rigorous credit application and provide
copies of business tax retums, as well as profit-and-loss stafements.
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The good news is that stated income lenders do NOT require information on current
profits or income. Since you have started a brand new business, lenders want 1o see
projections in ferms of income and annual sales. They want to know what you expect
to earn when your business is Up and running.

Al licensed mortgage brokers completfe stated income mortgage applications for their
clients. Stated income credit applications are approved everyday — and lenders do
not require that you provide proof of current income on these applications.

Since the line of credit you're asking for is within their comfort zone ($20,000 to $40.000},
ienders wili not base their approval on verificble income. They will only base their
aporovai on the credit worthiness of the partner making the application in the name of
the business — as long as you provide them with the proper stated income numbers.

This is where my Shorfcut to Money Secrets system and Lenders’ Contact List will be
invaluable to you. You'll find that it is much easier fo use my systermn to acquire several
$20,000-$40,000 business lines of credit, even with no business income or job history,
than it is to qualify for a single million-doliar line of credit at your local bank.

Al the lenders on my list offer Stated Income Applications for business credit. That
means you do not need to prove your income with fax returns in order fo get these
linas of credit.

A word of caution before we move on: | do not recommend that you call banks and
ask them questions apout their stated income lines of credit or how they report them fo
the cradit bureaus. Not all bank froniline employees understand how these programs
function and you may receive confusing information from them. In certain cases, they
may not evan be aware that these programs exist.

Your best bet is to exercise patience and wait fo receive your paper applications in the
mail. That's how my many clients got started and they now have numerous business
credit cards and lines of credit from every lender on the contact list.

Check out the next page for an example on how to fill cut o Stafed Income
Application form correctly.
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Stated Income Application Form Suggestions

Where the application requests: Provide the following information:
Must be a business entity, like an LLC
Business Name ar a corporation. Do not apply for as
: a sole proprietorship.
Business Descrintion or Describe what your business is, i.e.
Type of Business real esiate, construction, efc.

Provide an estimate of your business's
gross revenue for the year,
Gross Annual Business Revenue taking into account your estimafted
monthiy sales multiplied by
the number of months,

You do not need a listed land line. A
Business Phone persongl cell phone number can be
used as your business phone number.

This is the Federal Employer
ldentification Number (EIN}*
Identify the number of years your
businass has been in operation
or your years of experience with
business investments.

The credit partner who is willing fo

Business Tax ID

Years in Business

Name of You or Your Credit Partner guarantee the unsecured business
ine of credit.
Title in the Business owner

Include your personal income fram

Gross Perscnal iIncome
your tax return.

*For more information, go 1o www.irs.gov, click on "Businesses” and select "Employer ID
Numbers” under the "'Businesses Topics.”
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Congratulations — you've now completed all four sieps of my invaluable Shortcut to
Money System! Once we've finished the guestion-and-answer section and chapfer
review, we're going to mave on to Chapter Five, where I'll teach you how to build solid
relationships with lenders.
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Questions and Answers

Q: Why do the ienders on your Lenders’ Contact List want fo lend money to new
businesses?

A: Because it is a great source of income for them. They want to start a business
refationship with you when you are new and keep you as a lifelong cusiomer, And
they have determined that it is safer to give lines of credit to a business rather than
an individual.

Q: How long will it take to get the cash from the business lines of credit?

A: |t can take six to eight weeks o receive your applications by mail and several
more weeks 10 receive approval.

Q: How can ! get cash from a business credit card or line of credit?

A: You can approach the credit card company and ask if they will wire cash
advances into your checking account. You can then write out a convenience
check for cash, or you can use the business credit card at a bank to make a cash
advance withdrawal.

Sy CASHFL.OW
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Chapter Four Review
What is a Business Line of Credii?
A Busingss Line of Credit can be characterized in three wdys:

1. ttis a common business credif card, with a grace period allowed before
inferest is charged.

2. It comes in the form of a tradifional loan, with o fixed interest rate that has an
dllotted number of yvears to repay.

3. itis a flexible line of credit where you access the money by check and only
beagin to pay inferest when you use it.

An unsecuraed business line of credit does not require any personcl or business collateral
in order to obtain funding. However, it is important for you fo realize that approval will
be based on your previous business credit history and positive credit scores.

An unsecured business fine of credit is reiafively easy fo acquire because an individual
acts as a personal guarantor of the loan. In other words, someone stands behind the
new business entity and guaranfees that the money gets paid back. This guaranior
can be you, if you have a reasonably good credit score, or it can be a credit partner
who is one of the memibers of the new business,

The rationale behind using business credit, instead of personal credit, is that fhe .
guarantor will not have this lcan, or any business activity associated with this loan,
reported on his or her personal credit report while the loan is being used by the
business. By starfing a business, you are creating a separate entity, and any activity
“that you do in the name of that business will only be reported under the EIN of the
business.

Acquiring Unsecured New Business Lines of Credit

There are four ways 1o apply for business lines of credit:

1. Mailing a paper application to the lender

The whole process begins with registering your business by filing your paperwork

for the businass entity that best suits your needs, and then obtaining an EIN. Once
you have done that, the state in which your business is registered will list your new
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business address on public records. This listing will automatically provide your business
information to lenders who are looking for new businesses 1o extend credit to.

Once lenders have input your address into their system, this will initiate the process of
having paper applications automaticaily mailed fo the address you have listed with
the state. However, keep in mind that it could fake up 1o six to eight weeks for you to
receive your first application by mail and several more weeks to receive approval.

Once you start receiving these paper applications in the mail, you will be able to build
up your $200,000 tc $300,000 of unsecured new business lines of credit within six months
of receiving approval of your applications. You need to be aware, however, thart you
are not going fo acquire the full amount of available credit in your first month.
You should never apply for more than two or three lines of credit per partner in a 30-
day period. Each month, you and your credit partners can individually apply o two
lenders. More than two applicaticns per person, per month, will create an excessive
number of inquiries on your record. Lenders may deny credif simply because you have
submitted toc many applications in a 30-day period.
2. Completing an application over the phone
3. Completing an application on the lender’'s websiie
4. Completing an application in person at the bank
You may want to apply for business credif using one of the cther three methods if:

a. You prefer not to wait for paper applications fo be mailed to you

b. You have an older business that no longer receives these paper cffers

¢. You have registered your businass in a state that keeps your business location
“private

If you use any of these three methods, you will probably be required to provide some

verification for business credit approval, such as the Articles of Crganization for your
business, as well as the date that it was registered and proof of its location.
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Stated income Applications

The reason why a brand new business or one with no income or revenue can qualify
to receive unsecured business lines of credit is because certain lenders have always
offered start-up businesses the opportunity to apply for lines of credit using what the
banking industry calls “Stated Income Applications”. When you fill out a Stafed income
Applicaiion for business credit, it is like a future projection of your business’s profifs.

usigted income” means you provide the lender with a projection of your anticipated
personal and business income, not your current income.

Stated income lenders do NOT require current profifs or income. Since on have
starfed a brand new business, lenders want to see projections in terms of income and
annual sales. They want to know what you expect fo eam when your business is up and
running.

Since the line of credit you're asking for is within their comfort zone ($20,000 to $40,000),
lenders will not base their approval on verifiable income. They will only base their
approval on the credit worthiness of the pariner making the application in the name of
he business — as long as you provide them with the proper stated income numbers. All
the lenders on my list offer Stafed Income Applications for business credit.
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Chapter Four Exercises

What is an unsecured business line of credit?

why are unsecured business fines of credit relafively easy to obtain?

What does ‘siated income' mean?

why do | recommend that you do not make more than two applications per person,
per menthe

© 2000
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Complete this personal balance sheet, list your assets and value of each asset:

Asset

Vaive

CASHFLOW
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List your liabilities and the vaiue of each liability:

Liability . Vaiue

Make a list of any business debt that is in your name:
This is the first debt that you should pay off or franser info your new business when your

husiness lines of credit become avaiiable.

EX P ERTS . 81z el
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True

True

True

True

OR

OR

OR
OR

False

Faise

False

False

Approval of an Unsecured Business Line of Credit will be
based on your previous business credit history and posifive
credit scores.

# takes six to eight months fo receive paper applications
from lenders once your new business has been registered.

Online applications will ensure your approvai.

“Stated income™ means you provide the lender with a
projection of your anticipated personal and business
income, not your current income.
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How to Form Relationships with Lenders

In Chapters One to Four, we went through defailed insfructions on how fo impiement
the following steps of my invaluable four-step Shortcut fo Money System:

Step 1: Understanding the Credit Reporting System (Chapter One)

Step 2: Setfing Up a New Business on Paper (Chapter Two)

Step 3: Working with Partners (Chapter Three)

Step 4: Acquiring Many Unsecured New Business Lines of Credit (Chapter Four)

Now let's go info further detail on how fo estabiish and maintain solid relationships with
the lenders who are crucial to the success of my system.

One of the key factors in developing a relationship with lenders is fo have a veary

clear understanding of what a lender is looking for. A lender's primary cbjective is fo
increase their customer base by lending money to newly formed or well-estabiished
business enterprises. Lenders actually prefer 1o establish relationships with newly formed
companies because that's the main area where lenders can take advantage of
growth opporfunities and enhance Their lending capabilities fo customers. Lenders

are prepared to offer lines of credit fo new businesses because they want to build
relationships with new business owners.

| am in regular contact with many colleagues in the banking indusiry who work with
some of the top lenders in the country, including the ones on my Lenders' Contact
List. My colleagues have fold me what these lenders want to see on applications fo
facilitate quick and easy processing. if, as a new business owner, you can provide
ienders with strong future projections of your business’s orofits (“stated income"), you
are highly likely to receive the maximum available fine of credit for your new business,

Over the vears, I've discovered exactly how lenders wani to be approached, and my
system gives them what they want in the way that they want it, For example, even

if you aiready have an existing business enfity sef up, such as an LLC or an S-Corp, |
still advise my clients fo sfart a new one, because once that new business has been
registered and provided fo lenders, they will automatically start sending you paper
applications in the mail.
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One of the secrets to successfully acquire money from lenders is to access as many
different ones as possibie over a period of time. My list of national lenders is essential
to the success of your business because these lenders offer business fines of credit that
range from $20,000 to $100,000 for new husinesses with no income history.

By applying to several different lenders, you will be able to access many business

lines of credit. And you will be able to do this withoui the inconvenience of fradifional
business pians, complicated business credit scores (Paydex) or expensive Dun &
Bradstreet (D&B} numbers that could cosf you over $500 to purchase. Although the
D&3 number is regarded as ¢ good resource for having your business and credit profile
on file for passible lenders, you will find that it is very costly to be listed with them.

Clients often ask me if it's acceptable to contact a lender directly through the websiie
that I've provided. The answer is no. | do not advise clients to make applications or
requests oniine. Let me explain why.

One of the indisputable facts of my Shortcut fo Money Secrets guide is that if you follow
it in the systematic way I've laid out, the lenders | recommend that vou work with will
automatically come to you. Once you have starfed up your new business using My
system, many of the listed lenders will auiomatically send you a paper application,
although it may take severai weeks for the process 10 be initiated.

When you follow my simple, four-step system, the lenders will not require a great dedl
of documeniation from you, such as a business plan or last year's tax refurns. 5o, even
though this is a process that will take time fo implement, it will reap huge rewards for
you in the long run.

i'm often asked if it's possible to speed up the process. Well, you're free 1o ry anything
you like, but my advice is fo be patient and follow the system that my clients and |
nave used over the years, because it has proven to be highly successful.

| have also been asked what happens if you make a mistake and get a rejection or
denial from a lender. One of the many advantages of using my system is that it doesn't
matter if you make a mistake. The strength of my system is that it ensures that the same
lender will confinue to automaticaliy generate applicaiion forms 1o you.

| recommend That you save every unused application that is sent to you because you'll
find that there are many different ways to use them. For example, you may find that

on application has been made incorrectly, in which case you can use your back-up
paper application to re-apply without wasting any of your precious time.
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Use my system as a foundation fo build a business with a large armount of business
credit acquired from many different lenders. In fime, your business will grow and you
wili be able to acquire individual lines of credit for a million dollars or more - without
any persenal credit checks or guarantees.

Portfolio of Lenders

Refore we go through my iist, | am going give you some tips on specific lenders that |
have had personat experience wifh,

Of all the lenders on my list, Capital One is my favoriie. They are by far the best of all of
the lenders | work with. Whenever an application comes from Capital One, that's the
first lender I'll approach because | know they’re the easiest and the fastest to deal with.
| cisc know that they have the-largest amount available for automatic. no questions-
asked approval.

An excellent resource that can be used as a quick-start from my list of lenders is the

US Bank. If you live west of the Mississippi, you can go to any US Bank branch office,
open a free small business checking account, and on that same day you will receive o
paper appiication that will enable you to apply for a US Bank business credit card.

Wells Fargo has two different programs that | really fike. One program gives you d
business credit card, which acts like a personal credit card. If you make a purchase
and it is paid off before the grace period (the biling cycie) expires, there will be no
interest accrued. It makes this card totaily inferest-free. So, if you were fo get access 1o
$10,000 of purchases on this card and, at the end of your 45- to 50-day cycle, you paid
it off fully, you would not have to pay any kind of financing charge or interest on that
product.

The other program that Wells Fargo has introduced is what they call a "Business Line
Credit Card," which operates like a Home Eguity Line of Credit. The minute you take
money off the line of credit from this Wells Fargo Business Line Credit Card, you begin
to accrue interest. It is a true iine of credit, even though it functions very much fike a
business credit card. You also get convenience checks with the iine of credit card
because it is understood that you are paying interest immediately upon receiving the
cash. They want fo make that cash readily avdilable fo you because it's in their best
interests fo do so.
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In my experience, the fimit on that line of credit card has been much higher than cther
more fraditional bank lines of credit. | currently have a $35,000 cash limit Wells Fargo
Business Line Credit card.

| suggest that you obiain approval for the Business Line Credit Card before making
inguiries into the Business Line of Credit Card. The first type of credit card is scmething
that is easily understood. It's an aufomatic process, so you should acquire that first and
then inquire about the additional products. Always obtain basic products first, before
finding out about any addifionai products that are being offered.

Traditionaily, with American Express. you are not allowed o make partial payments
against an existing balance — payment is always due in full. However, American
Express does offer an aliernative specifically for smaill businesses, called American
Express Blue. This card gives peopie the option of deferring payment over an extended
period of time, which benefits us much more than credit cards that need to be paid in
full without the extended payment options.

www.Capitalinfe.biz is another resource that's available to you. It has a minimum small
business loan of $500,000, which you can gualify for by providing developed business
pian and your business activity, This resource will be a very valuabie tool for you when
you get to the stage of being able to qualify for a minimum of a half-milion-doliar loan.

Remember that my Shortcuf to Money Secrefs system is intended 1o be simple and
easy to use. There is a lot of information in the market place that will teach you how
to create Dun and Bradstreet numbers and how to do large. aggressive fransactions.
However, keep in mind that they will require a long application process, as wellas o
great deai of personal and business documentation from you. Many of them wili also
require business plans and marketing strategies.

My clients aftest that my system is the simplest but most profitable one they've ever
experienced because it snows you how fo acquire $200,000 to $300,000 when you pool
all of these lines of credit togetherin your LLC.

Once you have implemented my system, you can compound its benefit by taking ihe
money that you're drawing off fhese business lines of credit or business credit cards
and keeping it in a small regional lender's branch office. This is known as "seasoning”
and we will go into more detail on this snortly.

If you're going fo estabiish a relationship with us Bdnk, I recommend you sedason your
money with them in order to get access to their ynsecured business iines of credit.
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| also recommend using small regional lenders. in fact, if you bave dlready established
a good relationship with your personal banking resource, that lender would be a goed
place for you to start. Regional lenders tend to write loans that they hold themselves.
That means they're not selling the loans they generate but are holding them in their
own portfolio. Once you have established a solid relationship with a smali regional
lender, they will want to continue to do business with you and give you access to
capital funds. They even have the flexibility to issue loans o your LLC for the purchase
of single-family residential real estate, which is very rare.

Traditional lenders like the Ameriquest or Wells Fargo sell morigages 1o the secondary
market {e.g. mortgage brokers), and the secondary market will typically prefer to deal
directly with an individual rather than an LLC. My Shortcut to Money Secrefs system is
designed to effectively steer you to where you can automatically and easily generate
additional loans — without having to provide a lot of documentation. verification, or
proof of assets and income.

when you have $100,000 seasoned in your bank account orin the name of your LLC,
and it's being held by one of these small regional lenders, you wil be perceived as
someone who does not need a $25,000 line of credit loan. And that's exactly when
you'll find lenders waniing to do business with you, because there is truth in the saying
that you can only get aloan when you don't need one.

Always ask for an increase on any new line of business credit you have just been issued
before you start using it. It is hard to get an increase in credit approved once you've
started using the line of credit.

“Seasoning” Money

Let's go into more detail on “seasoning” money in your own pearsonal checking
account instead of in your business checking account. As you begin to draw cash
advances from your unsecured new business lines of credit, you should take the money
that you're drawing off these business lines of credit or business credit cards and keep
it in your personal account - this is what's known as "seasoning” money. Make sure thot
you aiways make the notation “owner draw” in the business checkbook whenever you
take out cash in your own personal name.

Cash that is seasoning in your own personal cnecking account will help to sirengthen
your personal balance sheet. This in tfurn will improve the rates on business loans for any
investment deals your business will pariicipate in.

€ 2009 pczg@_‘l ‘I 2



As o tax saving tip, write a simple confract between you and your business entity,
describing the transfer of money to you as a loan to be paid back after a certain
number of years at some minimal raje of inferes.

The reason it's worthwhile to pay interest on lines of credit and just ief the money sit
idly in an account is that having seasoned cash in your personal name will make it
ecsy to get good interest rates on traditional financing. Traditional lenders will verify
vour personal assets when you appily for any kind of loan — business or personal - and
seasoned money in your personal account is the best way to prove your credit
worthiness.

Dedling with Lenders

As an experienced investor, | now want fo share with you an example of what you
need to be aware of when it comes to deating with lenders.

When you have an unsecured new business ling of creait in the name of your business,
you still need to nave your name on the credit card because someone has to sign for
credit card use or be able to access cash advances by check.

Keep in mind that the lender whe has given you that unsecured businass line of

credit has the right, at any time, to check your credit profile to see if you still have a
reasonably healthy credit score. Suppose a lender has lent money o you at 9% interest
for your new business, and they then decide to pull your credit report. If the lender
sees a large amount of revolving personal debt against your nome and social security
number, the lender can decide to raise the interest rate on the business line of credit.

It is essentiat for you to understand that the terms on your line of credit may allow the
lender to increase the interest rate on your loan, based on any balances that you may
be carrying on your personal credit report.

That is why it's necessary to always keep debt out of your own personal name and
Social Security Number. The best way to accomplish this is to {ollow my systemn of using
new unsecured business lines of credit, because any activity that you do In the name
of your business will not be reflected on your personal credit score.

My experience has shown that there can be severe conseguences when you have a
late payment on your personal credit profie or carry a large amount of revoiving debt
iN your personal name.
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Once you fully understand the power of having a strong balance sheet, you'll be able
to use my system as ¢ springboard towards acquiring larger ines of credit from your
local banks and lenders.

Lenders’ Contact List

The following is a fist of the lenders who offer easy business lines of credit and business
credit cards. These lenders have contfinually granted unsecured new business lines of
credit to my clients and me, no questions asked. A business iine of credit comes in the
form of a business credit card with convenience check privileges or a business line of
credit with checkbcok access.

These lenders offer new business lines of credit on a stated income basis, which is not
based upon the income listed on your fax returns. A business fine of credit can be
offared as g fraditionat loan with a fixed interest rate that has a set number of years 1o
repay. A flexible line of credit will allow you io access the money using convenience
checks. This type of credit will either require you 10 pay interest only when you use if
or as ¢ reguiar credit card that comes with a grace period before inferest is charged.
The unsecured business credit cards that many of these lenders offer will have
convenience check-writing privileges with cash wire fransfers directly into a checking
account. Also, inferest charges wouid begin immediately ana cash advance rates
apply in soms cases.

Bank of America
Tel: 888-600-4000 (Srnall Business Sales)
Website: www . BankOfAmerica.com

Make sure that they do not issue two different card numbers for the same
aceount. You do not want two statements generated each month - you only
want one business statement. I it is set up incorectly, it will limit your revoiving
use of the card during the biling cycle.

Citibank
Tel: 888-382-7759 (Cifi Business)
Website: www. Cifipank.com

Cifi Business cards are now offering $50,000 business lines of credif and are
actively mailing applications cut automatically.
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Wells Farge
Tel: 80C-416-8658 (General}
Welbsite: www WellsFargo.com

They affer two types of business cards: the standard card with a no-inferest grace
period, and a frue line of credit type of card that begins fo charge inferest the
moment you use it. The line of credit type card has up to a $50,000 limit.

When you can prove that your business is fwo years old, according fo the date
on your Articies of Organization, Welis Fargo (1-800-359-3557) will also offer
special lines of credit from $10,000 to $100,000.

American Express
Tel: 800-433-3550 {New Card Application)
Website: www. AmericanExprass.com

Only apply for the cards that offer the monthly payment options. You need
to understand that this card is NOT as useful as others because it will not be
accepted everywhere.

First National Bank of Omaha
Tel: 800-819-4249 (General)
Website: www FirstNational.com

This Bank has many excellent programs, so make sure you check their website.

Capital One
Tel: 800-424-9977 {General)
Website: www.CapitalOne.com

As mentioned before, Capital One has been the best of all the lenders. They
have the fastest response time, and the highest imits. They have aiso offered a
7ERO percent interest for the first nine months when running a special offer.

US Bank
Tel: 800-872-2657 (General)
Website: www.UUSBank.com

You can walk info dny branch location and get an applicafion over the
counter for a business credit card with up to a $30.000 limit. Take several extra
applications so that you can apply several fimes with different pariners.
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When you open ¢ free small business account af a branch office, you can wait
a month and then apply for ¢ $50,000 reserve line of credif on your business
checking account. Be sure to fill out the application for the reserve fines of credit
with fhe same template information as any other stated application.

8e aware that approval for a reserve line of credit wili require that you provide
the social security number of each member with more than a 20% ownership
interest. Therefore, if one of the members on the Arficles of Organization has
poor credit, you will want to designate them as only 10% members of the LLC
when you apply for a reserve line of credit with US Bank,

Chase Bank
Tel: 888-878-3151
Website: www.Chase-Credit-Cards.com

Chase Bank offers a 0% APR for up to 12 months on purchase and balance
fransfers with this NO annual fee business card.

| recently obtained a 3.99% interest rate for the life of ioan. This is a great resourcel

First Equity Bank
Tel 866-756-7870
Website: www FirstEquityCard.com

First Equity Bank is a very good lender with generous credit imits and easy to use
convenience checks. In addition they offer free addifional cards with individual
account numbers for each member of the business or your employees. Take
note that First Equity will not offer baiance transfers or promotional rates over
the phone. However, you will be able to make balance transfers by using
convenience checks, which will be at your normal prevailing interest rafe.

Also, for your information, they will send the business credit card 10 the home
address of the credit partner whose name is provided on the application, but
the monthly statements and convenience checks will be mailed to the business
address.

Mastercard Applied intelligence
Website: www.MasterCardBusiness.com
Tel; 888-321-%119
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Mastercard Applied Inteligence offers three great new national business line of
credit cards now available 1o small businesses and mid-sized companies: easy
savings cards, rewards cards and low APR cards.

Harris Bank
Tel: 888-340-2265
Website; https://www4.harrisbank.com/secure

Harris Bank not only serves the small businesses with business checking, loans
and unsecured business credit cards but is also & commercial real estate iender
offering mortgages for your business.
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Internet Only Lenders

These are some lenders that i recommend you directly apply for credit with over the
Infernet.

CASHFLOW

WorldPerks® Visa® Business Card
Website: ht‘rp://www.usbcmk.com/cgi/cfm/credif/buscord/woridperks/
wortldperks_mktg.cfm

This lender offers up to $50,000 in revolving business credit.

The WorldPerks® Visa® Business Card is an ideal expense-management fool that
allows cardholders to turn business transactions into free travel on Northwest
Airlines, KLM Royal Dufch Airlines, and other gualified Northwest fravel partners.
The cardholder will eamn one air mile for every dollar spent in net purchases.

American Express Platinum Business FreedomPass Credit Card
Website: hitps://www201.americanexpress.com/sbsapply/
EACQServieterequest_type=cpplyNow&bos=b&eep=131078ct=18

Stari-up business loans with a $500,000 minimum fine of credif are offered. This
line of credit application requires a $25,000 non-refundable application fee.

American Express
Tei: B00-SKY-MILES
website: www . FarBeyondMiles.com

American Express - Delta airine milecge rewards card is a business ine of
credit card that offers mileage rewards for every dollar spent. it aiso offers a
convenient redemption with immediate use of miles earned.

You can use your rewards for single-class upgrades on Delia Airriines. You also
have o choice to redeem rewards from the following multiple airiine cariers:

Delig

Aeromexico

Alr France

Alaska Alrlines
Alitalia

Avignca
Continental Airlines
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KLM Royal Dutch Alriines
Korean Air

Northwast Alrlines

China Airlines

El Al israel Aitlines
Singapore Alrlines

In addition, you can donate the miles eamed or transfer the mileage rewards 10
oeople other than the card member.

Among other benefits, you can also use your miles fo subscribe to all your favorite
magazines, purchase exclusive merchandise, and gain VIP access to 'events that you

wouldn't be able to get anywhere else.

This infermation is accurate as of time of publication. However, we are continuaily researching, screening
and testing additional business lenders in an effort fo offer you more money for your business needs. For
new and updcfed information, make sure you check out hitp:/ feaww. CashFlowExperts.Biz/Updates on a

regular basis.
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Chapter Five Review

One of the key ingredients in developing a soiid relationship with lenders is o
understand that a lender's ulfimate objeciive is to estabiish relationships with newly
formed companies because that's the main area where lenders can take advantage
of growth opportunities and enhance their lending capabilities to custorners.

One of the ways to successfully acquire money from lenders is o access as many
different ones as possibie over a period of time. My list of national lenders is essential
to the success of your business because these lenders offer business lines of credit that
range from $20,000 to $100,000 for new businesses with no income history.

By applying to several different lenders, you will be able fo access many business lines
of credit, without the inconvenience of traditional business plans, complicated business
credit scores (Paydex) or expensive Dun & Bradstreet (D&B) numbers that could cost
you over $500 to purchase.

“Seasoning” Money

You should always “season” money in your own personal checking account instead
of in your business checking account. As you begin to draw cash advances from your
unsecured new business lines of credit, take the money that you're drawing off these
business lines of credit or business credit cards and keep it in your personal account

— this s what's known as “seasoning” money. Make sure that you aiways make the
notation “owner draw" in the business checkbook whenever you take out cash in your
own personai name.

Cash that is seasoning in your own personal checking account will help fo strengthen
your personal baiance sheet. This in furn will improve the rates on business loans and on
personal mortgages for any real estate your business will invest in.

As a tax saving fip, write a simple contract between you and your business entity,
describing the transfer of money to you s a loan to be paic back affer a certain
number of years at some minimal rate of inferest.

CASHFLOW
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Dealing with Lenders

It is important for you fo be aware of some concerns when it comes to deaqiing with
lenders.

For exampie, when you have an unsecured new business line of credit in the name of
your business, you still need to have your name on the credit card because someone
has to sign for credit card use or be able to access cash advances by check.

The lender that has given you the unsecured business line of credit has the right, at
any fime, to check your credit profile to ensure that you still have a reasonably healthy
credit score. If the lender sees @ large amount of revolving personal deit against your:
name and social security number, the lender can decide to raise the interest rate on
the business line of credit.

There can be severe conseguenceas when you have a late payment on your persond|
credit profie or carry d large amount of revolving debt in your nersonal name.
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Chapter Five Exercises

Why are lenders prepared to lend money to new businesses?

why do | not recommend that you contact a lender directly to speed up the
application process?

why is US Bank an excelient resource that can be used as @ quick-start from my list of
lenderse
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Make a list of some of the lenders | recommend ana write down the advantages of
using their services.

Which lender on my list do | suggest that you not choose as one of your first two
applications? Why?e

When dealing with lenders, why is it essential that you maintdin a reasonably healthy
credil score?

EXPERTS B2z NGRS
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True OR  Fatse if @ new business owner can provide lenders with strong
future projections of their business's profits the owner wil
likely receive the maximum available line of credit for the
new business.

True OR False You should always “season” money in your business
checking account.

True OR False Any lender who gives you an unsecured business tine of
credit has the right, at any time, 1o check your credit profile
to ensure that you still have a reasonably healthy credit
score.

S © 2009 page ]24



Appendices

Appendix One: Answers to “True or False” Questions

Chapter One

Step 1: Understanding the Credit
Reporting Sysiem

ralse
Faise
False
False
True

O N

Chapter Two

Step 2: Setting Up a New Business on
Paper

False
False
True
Faise
True

SRS

Chapter Three
Step 3: Working with Partners

False
False
True
False
False
True

S e

SCASHFLOW )
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Chapter Four

Step 4: Acquiring Many Unsecured New
Business Lines of Credit

i. True
2. False
3. Faise
4, True

Chapter Five
How to Form Relatfionships with Lenders

1. True
2. Failse
3. True
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Appendix Two: Lenders

Bank of America
Tel: 888-600-4000 {Small Business Sales)
Website: www.BankQfAmerica.com

Wells Fargo
Tel: 800-416-8658 (General]
Website: www. WeillsFargo.com

American Express
Tel: 800-433-3550 (New Card Application)
Website: www. AmericanExpress.com

Capital One
Tel: 800-424-9977 (General]
Website: www.CapitalOne.com

Chase Bank
Tel 888-878-3151
wWebsite: www. Chase-Credit-Cards.com

Harris Bank

Tel: 888-340-2265

Website: h’ers://www4.harﬁsbdnk.com/
secure

SCASHFLOW ]
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Citibank
Tel: 888-382-7759 (Citi Business)
Website: www.Cifibank.com

First Nafionail Bank of Omaha
Tel: 800-819-4249 (General)
Website: www.Firs?No’rionel.com

Us Bank
Tel: 800-872-2657{Generc)
Website: www USBank.com

First Equity Bank
Tel: 866-756-7870
Website: www FirstEquityCard.com

Mastercard Applied Intelligence
Tel: 888-321-911¢
Website: www MasterCardBusiness.com
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Appendix Three: Internet Only Lenders

These are some lenders that | recommend you directly apply for credit with over the
Internet.

WorldPerks® Visa® Business Card
Website: h’r‘rp://www.usbcmk.com/cgi/cfm/credi‘r/buscord/worldperks/
worlaperks_mkig.ctm

American Express Platinumn Business FreedomPass Credit Card
Website: hitps://www201 americanexpress.com/sbsapply/
FACQServiet?request_type=zapplyNow&bos=t&eep=13! 07&ct=18

American Express
Tel: 800-SKY-MILES
Website: www. FarBeyondMiles.com

This information is accurate as of fime of publication. However, we are continually researching,
screening and testing additional business ienders in an affort to offer you more money for your
business needs. For new and updated information, make sure you check out
http://www.CashFlowExperts.Biz/Updates on a regular basis.
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Appendix Four: Useful Websites

www. CashFlowExperts.Biz

www.CashFlowExperts.Biz/cashcall

www.CashFlowExperts. Biz/mentoring

www.CashFlowExperts.Biz/updates

www.CashFlowSupport.Biz

www . eguifax.com

www .investordictionary.com

www redltor.com

CASHFLOW
i 2009

To fing unsecured lines of credit for
investing

To register for partnership training calls

For the opportunity o work with
successful investing experts

ror new and updated information as
well as additional business lenders

For responses o frequently asked
guestions and information on related
arficies

A credit reporting agency that provides
o comprehensive three-in-one reporf
that includes your credit score

An online dictionary of financia
investment terms

To find properties for sale
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Appendix Five: Sample Reference Pages

Credit REPOIT i s J T P 26
APPHCATION FOr LLC <1 ettt e 46
ARPICAHON FOr EIN L. 48
Articies of Organization Limited Liability Company ......... PR 54
Member Control AQreemMeEnt .. e 76
Addendum to LLC Member Control Agreement ... 77
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Appendix Six: Glossary

A

Arficles of Incorporation:

‘Annugi Percentage Rafe [APR):

B

Bankrupitcy:

C

C Corporafion:

Credit Reporfing System:

SCASHFLOW )
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An agreement specifying the aims

and condifions of individuatls jeining
together in a joint enferprise. To form ¢
corporation, this document must be filed
with the stafe in which the company
conducts its business.

An annual percentage rate (also known
gs the interest rate) that is charged by the
lender. The APR is the amount chargec
per year on the money owed.

The legal process in which a person or firm
declares inability to pay debts.

A C Corporafion [also called a regular
corporation or a C-Corp} assumes an
independent legal and fax life that is
separate from its owners, it is faxed under
Subchapter C of the Internal Revenue
Code and is the default corporation
formed by the incorporating company.

A Federal Trade Commission-approved

method of calculafing a person's credit
score and assessing thelr credit risk.
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Credit Score:

D

Dun & Bradstreet (D&B} Number:

E

Employer ID Number {EIN):

F

Fair Isaac Credit Organization (FICO):

H

Home Equity Line of Credit (RELOC):

CASHFLOW
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A credit score is a numerical index which
represents an estimate of an individual's
financial creditworthiness. Lenders, such
as credit card companies, use credil
scores to determine credit fimifs and
inferest rates.

A D&B Number is a sequence of numbers
that is recognized as the universal
standard for identifying and keeping
track of businesses worldwide.

The number that is used by the Federcl!
government for reporting all federal tax
information.

A credit score that most lenders use fo
determine an individual’'s credit risk.

A loan in which the lender agrees 1o iend
a maximum amount within an agreed
period. This differs from a conventionat
home equify loan in that the borrower is
not advanced the enfire sum, but uses
the iine of credif to borrow sums that total
no more than the amount.
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Lenders:

Limited Liability Compariy [LLC):

Limited Liability Partnership (LLP):

M

Member Control Agreement:

N

Non-recourse Business Line of Credit:

SCASH FLOW
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Any instifution, including a commercial
bank, savings and loan association,
commercial finance company, or other
entity that is qualified to make ioans to
individuals.

A company that combines the personal
liabiiity protection of a corporation

with the tax benefits of a parinership.
The owner of an LLC are not personally
responsible for its debts and fiabilities, but
enjoy the benefit of being taxed only
once on their profits.

A state-regulated business entity that
shares many of the features of a regular
partnership, but offers reduced personal
responsibility for business debts. The
degree of protection is less in an LLP than
in an LLC.

A formal, written document signed by all
parties that outlines the general terms of
the agreement between the parfnersin
the business.

A type of loan in which the borower is
not personally liable for repayment. The
only soiution availabie to the iender in
the event of the borrower's default is fo
foreclose on the collateral.
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S

Paydex: A dollar-weighted indicaior of payment
performance based upon a defined
payment experience as reported fo D&B
by frade references.

R

Recourse Debt: A récourse debt is a debt that needs o
be paid back by the borrower within ¢
defined period of fime.

S

Subchapter § Corporation (S-Corp): A Corporation that has a special tax
designation ideniifying it as a smalll
corporation meefing certain requirements
under Subchapter S of the internal
Revenue Code.

U

Unsecured Business Lines of Credit: Funds offered by financial insfitutions (i.e.
lenders). The borrower is not required fo
put up any assets to secure their business
loan. Instead, a lender will determine
a borrower's financial integrity by the
strength of their credit history.

Mast of the definifions have been taken from www investordictionary.com
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