November 2020 - Detailed Financial
Report #71 - Net Worth $2,359,535

As | type this my family and | are coming to the end of our stay at the beach. The
last 30 days were filled with much-needed rest, relaxation, and recharging. We
checked into the beach house on November 1st and completely unplugged from
work until the morning of the 9th. We then proceeded to work a modified schedule
from the 9th until Thanksgiving. And finally, we had the 26th through the 29th
completely work-free.

Our View For November
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One thing | learned is that a week is about all | need/want in terms of being
completely unplugged. Being productive is a big part of who | am and where |
realize fulfillment. That said, the modified work schedule was very enjoyable and
needed.

In addition to relaxing and recharging, | also got Rolfed!

® Rolf
[rolf/
verh
t tense: Rolfed; past participle: Rolfed

treat (a person) using Rolfing, a proprietary term for a massage technique aimed at the release and
realignment of the body.

| had never heard of Rolfing until the weekend prior to heading to the beach. Mrs.
GYFG and | were watching something completely unrelated that happened to show
some people getting Rolfed. It caught my attention and after looking it up on
Google, | thought it was something | ought to try to continue the healing process of
my back. | have to say that | wish | had found this directly after finishing my non-
surgical decompression program as | feel great after completing the 10-session
program. This couldn’t have come at a better time as | plan to begin the next leg of
my quest to get back to a level of fithness (and aesthetic) that | haven’t seen in
years.

Lastly, we hosted my entire team for a business planning session (more on that
below) as well as an early holiday dinner.

Let’'s dive into the details of this month’s financial report!

Financial Dashboard
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NET WORTH TRENDS

Year Actual Net Worth YoY % Change
2012 s 42,424 i Net Worth by Year
2013 4 103,012 143%
2014 $ 181,364 76%
2015 S 317,727 75%
2016 S 527,668 66%
2017 4 664,391 26%
2018 $ 1,012,865 52%
2019 S 1,670,321 65%
2020 5 2,359,535 41%
2021
2022
2023
2024
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GROSS INCOME TRENDS

Year Gross Income YoY % Change
2012 $ 168,936 Gross Income by Year
2013 5 173,674 3%
2014 s 214,142 23%
2015 $ 254,359 19% $1,283,920
2016 $ 339,825 34%
2017 $ 374,069 10%
2018 5 475,745 27%
2019 s 745,208 57% ST
2020 $ 1,283,990 72%
2021 5475,745
2022 $339,825 4£374,069
s214182  $254359
2023 5168986  S173,674 s e -
2024 — I
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Note: The income figure you see in the chart above for 2020 is our current
projection for the calendar year, which is different than our TTM income figure that
clocked in at $1.301M this month (down from $1.354M last month, which | expect to
continue falling for the next couple of months.).
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Net Worth:

Current Net Worth: $2,359,535 (up $689,214 or +41.3% for 2020)
Previous month: $2,312,319
Difference: +$47,216

Note: I’'m still not holding a value for my business in my net worth. Depending on
the multiple you use, the value of my business is somewhere in the range of
$500,000 (1X) to $2,500,000 (5X). I’'m hesitant to hold a value in my net worth for
this until we achieve a liquidity event.

Net Worth Break Down:

Real Estate (62%) - This category includes the equity in our primary residence, a
hard money loan at a 10% interest rate, our investment in the Rich Uncles
commercial REIT, and our hard money loans through the PeerStreet platform. This
also includes a 4% PIK loan that will be converted to an equity position in 2022. We
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have officially reduced our concentration here by completing a cash-out refinance
on our primary residence. In the charts below, you can see that our primary
residence no longer makes up the largest chunk of the overall real estate allocation.
More notably, our primary residence only makes up 13% of total net worth (down
from 23% in September). | expect the concentration to continue its downward trend
until we move into our new house in October of 2021.
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Net Cash (27%) - We are now sitting on almost $625,000 cash vs. $700,000 last
month. Last month | shared where we had already earmarked $235,000 of that cash
balance to go and below you can see we still have another $80,000 of that
$235,000 that hasn’t hit yet. We have identified another $30,000 (increasing the
remaining amount from $80K to $110K) that will leave our account for new
appliances that will replace the old appliances we are removing as part of our
kitchen remodel (to begin in Jan/Feb of 2021).

2020 Completed
- $50,000 will be invested in an 80 unit apartment complex in Chicago with a

target cash on cash return of 10%. The property has done very well through
the pandemic and has had a very minimal increase in delinquencies.

Completed

- $30,000 for the installation of solar on our future house.
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- $30,000 for new appliances for the future kitchen in our new home.

Note: Regarding the $55,000 for the HVAC and $30,000 for the solar system: |
will be carrying those as an asset in our net worth calculation, in the form of
equity we are building in our future home. We agreed on a price to purchase
the property back in March and we believe that that price is now very
conservative based on what the real estate market has done during The Great
Lockdown.

Alternatives (7%) - This is a new catch-all category that captures our investments
in the following: life settlements, a special purpose acquisition company (SPAC), and
a private investment in the Robinhood trading platform (I recently read that
Robinhood is looking to go public in 2021, which could be a nice liquidity event, but
on a small investment of $10,000).

Stocks (4%) - We have $1,000 that is being invested weekly with Betterment.
What | love about this robo-advisor is not only the very low management fee but
also the automated tax-loss harvesting. I've been reading about other bloggers
building up substantial “losses” that accumulate over time, all while avoiding the
“wash sale” rule. | think this will be very handy in the years to come as a way to
start accumulating a tax shield for realizing future gains all while not losing any
exposure to the market. | encourage you all to take a look at the white paper on
tax-loss harvesting that Betterment published to learn more.

Total Projected Income in 2020: We are currently on pace to earn $1,283,990
(down from last month’s projection of $1,307,629). Keep in mind that ~$415,000 of
that is from a realized gain from selling the stock | owned in my previous employer.
My big goal right now as it has been in previous years is to create enough
momentum that we can not only match this income level but surpass it in 2021 (not
an easy task with a big $415,000 hole to fill - especially given the fact that Mrs.
GYFG is on track for her highest-earning year ever and plans to stop working
sometime in the next 12-15 months depending on how long it takes us to get
pregnant and deliver our second child).

Total Capital Deployed in 2020:
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‘ ‘ ‘ ‘ ‘ ‘ ‘ Dividends / 401K ‘
Investment Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Interest Matches 2019 % Split
Gross Deployments

Peer Street E] § § E] ] 5 - s - |8 § § E] § § $ 0.0%
Private Shares s S S - s 5 s - 5 - s S S s S S 5 - 0.0%
Rich Uncles s - S - |8 211758 - s - s - |3 - s $ $ s $ $ 5 21,175 1.4%)
High Yield Savings $ 100 [$ 50,100 | S 100 | $ 107,175 | $42,000 | $ 25,525 | $ - $ S - S $ S S $ 225,000 15.2%
Solar + Tesla Powerwalls S - S - S - S - 5 - S - S 39,400 | § $ 2,000 |5 S S 5 $ 41,900 2.8%|
Stocks (401K) S 23,854 |5 3,464 | 5144549 | S 5 - S - 5 - S S - S - S - S - S $ 176,867 12.0%)|
Stocks (After-Tax) $ - S - S - $ s - $ - s $ $ 1,500 (S 2,000 ]S 4,000($S 4,000 S 5 11,500 0.8%
Short SPY Puts. $ g $ $ $ 91008 - |$ $ s - (s - s - |s - $ $ 9,100 0.6%
Robinhood Secondary Shares | S S S 510,000 [ S - 5 S S S S 5 - S $ 10,000 0.7%
80 Unit Property in Chicago 3 3 - s 3 s - 3 - E 3 s s 3 $ 50,000 s $ 50,000 3.4%)|
CD's @ 3.5% E] 5 6000(S E] ] $ - |s E] 5 - [§ E] 5 - § § 6000 0.4%
Real Estate Debt Fund @ 6% ] ] - 5 - ] 5 ] - 5 ] 510,000 | § ] 5 5 $ 10,000 0.7%)
Real Estate PIK Loan 3 3 $385,000 | S 3 - L - 3 - 5 - S 3 - S s $ 385,000 26.1%)|
Industrial Real Estate $ S S - $ $ $180,916 | $ 100,000 | $100,000 | $ S $100,000 | $ S $ 480,916 32.5%
SPAC $ $ $ $ $ s - $ s0000 |5 - $ $ s - $ $ $ 50,000 3.4%)
Whole Life Policy s s S s S s - |3 - s S S s S S 5 0.0%
Land Tax Strategy $ S S $ S $ s $ S S $ S S $ 0.0%|
Hard Money Loan $ $ - S $ S $ s $ S S $ S S $ - 0.0%
Life Settlements 3 - 3 914 | § - 3 - 5 - 3 - 5 - 3 - 5 - 5 - 3 - 5 - 5 5 014 0.1%)
Gross Deployments $ 23954 |5 65478 | $550,824 | § 107,175 | $61,100 | $206,441 | $ 189,400 | $100,000 | $13,500 | § 2,000 | $104,000 | $54,000 | & 5 $ 1,477,872 100.0%
| Gross Liquidations |

Private Shares S $ (520,529)] § S 5 S 5 - S 5 - 5 S 5 S 5 - $ (520,529) 53.1%)|
Hard Money Loan Returned s s - S s S s 5 - s 5 - S $(75,000)| S S S - $  (75,000) 7.7%)
High Yield Savings s S S s - S s 5(189,400)| S (35,600)| S - S s - S s S - $ (225,000) 23.0%|
Stocks (401K) $ S S - $(159,774)] $ $ - 5 - $ S - S - $ S - S S - $ (159,774) 16.3%
Gross Liquidations $ - |5 (5205298 - [suso774)[8 - [$ - [s(180400) $(35600) 8 - [§ - [$(msoo)§ - | - |3 - |5 (980,303)]  100.0%)
[ Net Deployment [§ 23,954 [ § (455,051)] $550,824 [ § (52,509) $61,100 [ $206,491[$ - [6 64,400 $13,500 ] $ 2,000 [ $ 29,000 [ §54,000 [ § - [8 - s asrses] n/al

This month we deployed $4,000 into stocks via Betterment and another $100,000
to increase our investment in a previous real estate investment. Besides very
favorable economics, the other driver in deploying an additional $100,000 into this
specific deal is the fact it is in an opportunity zone and so it allows us to defer
capital gains taxes on the gain realized from selling the stock in my previous
employer. Due to COVID, the IRS has extended the normal six-month window to
December 31, 2020. We received $75,000 of our $150,000 hard money loan back in
the month of November and we expect to receive the remaining amount back in
early Q1'21.

You'll notice that I've filled in a few investments for December since I've already
committed to those. | also plan to enter all of the dividends and interest earned and
re-invested in next month’s report.

Net Worth Conversion Ratio

Definition: The Net Worth Conversion Ratio measures an earner’s ability to convert
earned income into wealth (net worth). It excludes passive income since passive

income is dependent on the earner’s decision of putting earned income to work or

spending on consumption.
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This is a new metric | will be updating and sharing monthly. Now that “the machine”
is in full production, it is time to not only bring back the net worth conversion metric
but to make it a star of the show. | once wrote that financial nirvana is reached once
this metric exceeds 100%. When | first calculated this back in early 2016 the GYFG
ratio clocked in at 25.3%. Since then we have significantly increased our savings
rate and the gravitational pull of increasing both our savings rate and income
helped us significantly improve the performance of this metric, which now clocks in
at 73.0% (up from 71.6% last month).

You will notice that | have shared the metric based on ‘earned income’ and ‘all
income’ but I’'m most interested in the earned income calculation (per the definition
above).

Last Month

Net Worth Conversion
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The goal the past five years since adopting this metric was to focus on increasing
our earned income while simultaneously saving at least 50% of our after-tax income
in order to create excess capital for investing. | should note that I've excluded from
the earned income calculation any income that’s derived passively from
investments and more recently profit distributions from my business (I do include
the W-2 income | earn as an employee of the business). That said, | do include the
same metric on all income as a point of reference and differentiation.

The end goal is to get to a point where net worth is 100% or greater than earned
income - bonus points if you can accomplish the same thing based on all income
sources. | expect our net worth conversion (blue line) to finish the year somewhere
between 70% and 75%.

Business Spotlight - Annual Planning

I've always used November as a planning month for my personal finances, and prior
to starting my own business, | had led many business planning cycles for my
previous employer that usually kicked off in mid-October and finished right before
Christmas.

Last year (2019) was the first time | pulled together a budget for my business. The
business was small and my co-founder and | pulled together a budget in about an
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hour. This year the business has grown almost 4X and understandably required a bit
more time to contemplate the opportunities in the year ahead. | completed a first
pass of the plan, spending a few hours the week before | had planned to have the
team out to the beach house for a planning/strategy session. The annual plan for
2021 was one of many items on the agenda we covered in about four hours.

We kicked off the meeting by reviewing our performance to date, with a particular
emphasis on 2020 vs. the targets that were set for the year (see below summary).

FORECAST BUDGET ACTUAL

ABBREVIATED PE:L 20200 20020 2019
Reimbursable Revenue 28,287 63,524 26,696
Software Reseller Commissions 186,729 130,729 63,229
Fee Revenue 1,345,322 809,271 365,315
Gross Revenue 1,560,338 1,063,524 455,240
Reimbursable Expense 28,287 63,524 27,177
Met Revenue 1,532,051 1,000,000 428,004
Direct Labor 665,297 434,636 195,182
Gross Profit 866,754 565,364 232,882
GM % Lb.6% 56.5% 54.4%
Indirect Expenses 276,877 201,734 81,130
EBITDA § 589,877 363,631 151,752
EBITDA % 38.5% 36.4% 35.5%
Add Backs 32,321 19,321 67,862
Adjusted EBITDA $ 622,108 382,952 219,614
Adjusted EBITDA % 40.6% 38.3% 51.3%
EV @ 5X Adj. EBITDA $3,110,900 51,014,758 $ 1,008,072

In the above table, | summarize the current forecast for 2020 (10 months of actual
plus two months of forecast) vs. the budget and vs. 2019 (our first year in
business).

A Few Highlights

* 2020 Net Revenue is on pace for a 3.6X increase from $428,064 to $1,532,051
(not the final number but will be close to how we finish the year).
» 2020 Net Revenue is on pace to beat our budget by 53.2%
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» 2020 EBITDA before add-backs is projected to be up almost 4X by yearend.

After reviewing our current year’s performance we went line by line through the
detailed business plan | had prepared ahead of the session. | walked the team
through what was contracted as well as the probability-weighted pipeline that once
added to the contracted backlog formed our topline target for 2021. | actually
worked up the revenue target two different ways and landed at about the same
number with both methods. The team has grown comfortable with my conservative
forecasting as | prefer to set targets that are attainable. In my corporate days, | was
used to setting targets that we were likely never going to achieve and | hated how
that killed morale. But don’t get me wrong - we have still set a robust growth rate
of 44% YoY (see below).

BUDGET FORECAST Variance Analysis
ABBREVIATED P&L 2021 2020 5 %
Reimbursable Revenue 36,000 28,287 7,713 27.3%
Software Reseller Commissions 365,010 186,729 178,281 95.5%
Fee Revenue 1,848,000 1,345,322 502,678 37.4%
Gross Revenue 2,249,010 1,560,338 088,672 44.1%
Reimbursable Expense 36,000 28,287 (7,713) -27.3%
Net Revenue 2,213,010 1,532,051 680,950 44.4%
Direct Labor 021,995 665,297 (256,698) -38.6%
Gross Profit 1,291,015 866,754 424,261 48.9%
GM % L8.3% L6.6% 1.8% 3.1%
Indirect Expenses 361,153 276,877 (84,276) -30.4%
EBITDA 029,862 L89.877 339,985 57.6%
EBITDA % 42.0% 38.5% 3.5% 9.1%
Add Backs 32,321 (32,321) -100.0%
Adjusted EBITDA 5 029,862 622,198 307,664 49.4%
Adjusted EBITDA % 42.0% 40.6% 1.4% 3.5%

EV @ 5X Adj. EBITDA $4,649,310 $3,110,990  $1,538,320 49.4%
Although we all believe there is a ton of upside in 2021 this is the budget we all
agreed we could achieve with a high degree of confidence. As an FYI, the stretch

target in the back of my mind is $4.3M on the topline.

We finished the session by going through the different initiatives and strategies that
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will not only help us achieve the above plan but also give us a chance at hitting that
upside stretch goal | mentioned. One of the big initiatives is me working with a
business coach, which starts December 1st. My focus will be on the sales
component of that coaching, but it is a comprehensive program with someone who
has done what we are trying to do - built a services-based business and
successfully exited (sold his company).

Closing Thoughts
Last month | closed with:

I’'m now recharging my vitality and preparing for the next “race.” The only
difference is that when | “get back in the race,” | will be strategically braking at
each water stop, which in my analogy means more frequent vacations to
unplug.

I'm officially ready to get “back in the race” as | had hoped would be the case at the
end of this quasi-sabbatical. | didn’t mention it above but | also did pull together my
goals for 2021 as is my own tradition during Thanksgiving week. So, with my
business goals and personal goals locked in, I'm ready to get a head start on the
world by officially getting to work on achieving those goals starting 11/30/20 (I love
starting on Mondays).

| have also strategically booked my next “water stop” by renting a mountain house
for ten days in March. | have invited my founding team to join us for four of the ten
days to celebrate our next milestone that we are projected to hit by yearend -
$2,000,000 in cumulative revenue. I've told the founding team that we would do a
retreat/celebration for every $1M in revenue. The first $1M took us 16 months to
achieve, while the second $1M only took about seven months - we are picking up
momentum.



7 Bdr, Custom Three-Story Cabin, with Large View Decks and Game Room

| wish you a happy and healthy holiday season through the end of the year and I'll
see you on the flip-side.

Cheers!
- Gen Y Finance Guy

p.s. I'm starting to see this monthly post morph into a digital newspaper of my life. |
don’t have a lot of extra time to write multiple posts a month, so | want to use this
medium to give an update on my financial progress as well as other things on my
mind...more to come in 2021.
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Gen Y Finance Guy

Hey, I’'m Dom - the man behind the cartoon. You'll notice that | sign off as "Gen Y
Finance Guy" on all my posts, due to the fact that | write this blog anonymously (at
least for now). | like to think of myself as the Chief Freedom Officer here of my little
corner of the internet. In the real world, I'm a 30-something former C-Suite
executive turned entrepreneur turned capital allocator. | am trying to humanize
finance by sharing my own journey to Financial Freedom. | believe in

total honesty and transparency. That is why before | ever started blogging, |
decided that | would share all of my own financial stats. | do this not to brag, but
instead to inspire motivate, and also to hold myself accountable. My goal is to be a
beacon of hope, motivation, and inspiration for you, the reader, by living life by
example and sharing it all here on the blog. My sincere hope is that you will be able
to learn from me - both from my successes and my failures! Read More
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