
May 2021 – Detailed Financial Report
#77 – Net Worth $2,870,284

May was the first month that has felt “normal” in a long time. I mean…I got to take
my son to see his first movie at a theater. The GYFG family is definitely ready for
some fun in the sun this summer. Although it’s not yet officially summer as I type,
it’s only 23 days away, so we decided we would start the party early. We are
gearing up for an epic summer retreat with my business partners (who also are our
long-time friends) with our families to celebrate our continued success. Let’s be
honest, the retreat gives us an excuse to have a good time on the company dime!

We will be hosting 11 adults, five kids between two and three years old, and two
dogs at the amazing property in the YouTube video below. I’ve booked a private
chef to prepare a four-course adults-only dinner one night after the kids go down for
bed. Another night we have teppanyaki chefs coming to provide us dinner and a
show that will be fun for the whole family! We will also be cooking many of our own
meals since everyone in this group loves to cook (and eat). You better believe that
we will be spending hours in the pool and on those amazing water slides…let alone
all the other activities available on the five-acre property. Stoked!!!

The summer retreat will have completed by the time this article is published. A
couple of weeks later it will be Father’s Day and we have booked The Montage Hotel
in Laguna Beach for a nice weekend getaway. We have eaten at the restaurant and
been to their amazing spa but this will be our first time as guests. This has been on
our list of places to stay for at least the last five years. The views of the Pacific
Ocean are stunning from this amazing property. They even have a kids camp where
we plan to drop our son off for half the day so mommy and daddy can get
pampered at the spa. 

https://www.montagehotels.com/lagunabeach
https://www.montagehotels.com/lagunabeach


With all the talk of inflation in the news, we thought we ought to do our part by
letting some lifestyle inflation creep in. We also have to do our part to help
stimulate the hospitality industry after 14 months of forced hibernation. And as if all
the aforementioned wasn’t enough recreation, Mrs. GYFG and I were able to secure
a sitter for our son in July to escape for a Babymoon weekend at the amazing
Rancho Valencia Resort – a 5-star resort (is this real life?). 

Needless to say, we will be ruined after such a luxurious summer. We are about to embark
into some dangerous territory and release some serious pent-up demand. We’ve deferred
many of these luxury experiences and purchases for the better part of a decade now, as the
trade necessary for achieving financial independence early in life. However, we have always
known that we desired to enjoy the finer things in life eventually and planned to make them a
possibility.

You may notice a new theme in this post (and future posts), which is that we are
loosening up the purse strings to enjoy the money we have and continue to work so
hard for. That doesn’t mean we are throwing all financial discipline out the window.
In reality, our income has grown to a level that allows us to save far in excess of our
50% after-tax savings goal. In fact, last year, we spent less than 20% of our after-
tax income. We are not necessarily trying to spend up to that 50% target, but rather

https://genyfinanceguy.com/wp-content/uploads/2021/05/Montage.png
https://ranchovalencia.com/
https://genyfinanceguy.com/2015/08/24/saving-50-of-gross-income-the-rule-that-now-governs-our-financial-life/
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use some of that delta to continue to live well and give well. The meaning of “live
well and give well” has evolved and will continue to evolve as we grow through
different stages of life as we should. 

There are two other items of note:

(1) We finally got the new appliances we ordered last December and we plan
to start the kitchen remodel in our new house sometime in the next 4-6 weeks.
That said, we had originally planned to start this back in early March, so this
means that our timeline to move into the new house has moved back to
January of 2022, mostly because we don’t want to live in a construction zone.
We already have a hectic life with both Mrs. GYFG and me running our own
businesses, taking care of a 2.5-year-old, and expecting a baby girl in a couple
of months. The real estate market is hot and if it stays that way into early next
year, it may also prove to be beneficial when we eventually list our current
house for sale.

(2) We think we may have found our nanny for when baby #2 arrives. We
know we are going to need help, especially since Mrs. GYFG has taken over the
family business, something she wasn’t sure she wanted to do but has decided
to give a try. She doesn’t see herself as a full-time stay-at-home mom and
wants to have both her professional life and motherhood at the same time. I
support her 100% in whatever her choice is.

With that, let’s dive into the financial update, and go through the details of what
allows the GYFG family to live well and give well.

Financial Dashboard

I remember when I first created this financial dashboard back in 2015 and how that
first update I shared had us at less than 2% of the way to our $10M goal. Here we
are, six years later, at 28.7% of the way there. The most astonishing thing to me is
the compound annual growth rate (CAGR) we have been able to maintain since
2012. Our income has grown at a robust 28.7% CAGR. Even more mind-blowing is
that our net worth has been compounding at a 76.5% CAGR during that same time
period.

https://genyfinanceguy.com/2015/01/31/january-2015-detailed-financial-report-1/
https://genyfinanceguy.com/2015/01/31/january-2015-detailed-financial-report-1/


Note: I’ve finally got the confidence to forecast an income in 2021 that will be higher than
what we earned in 2020. That is even after accounting for the large $415,000 capital gain we
had in February of 2020. A large part of this increase is coming from Mrs. GYFG who is
absolutely killing it in Real Estate. The other is based on a little more visibility that I’ve gained
in the performance of my business through the end of the year. Nothing is guaranteed but I
have a strong level of confidence that we can hit this forecast income figure.

https://genyfinanceguy.com/wp-content/uploads/2021/05/May-2021-Financial-Stats.png


TTM Gross Income

The income figure I like to track most is our Trailing Twelve Month (TTM) gross
income. After falling off a cliff in February we continue to climb towards our previous
peak in January of 2021. It’s going to take us the rest of the year to get anywhere
close to that previous high, but now that we are on track to match our income for
the calendar year 2020, it’s time to find another $150K to make a new TTM high
(I’ve got a few tricks up the sleeve that I’m working on to do just that).

Based on how both of our businesses are performing I expect to narrow the gap by
about $200K between the all-time-high set in January by end of July – maybe even
more.

Net Worth

Current Net Worth: $2,870,284 (up $490,843 or +20.6% for 2021)

Previous month: $2,766,925

Difference: +$103,359

A fairly large portion of our net worth only gets re-valued periodically and I currently

https://genyfinanceguy.com/wp-content/uploads/2021/05/May-2021-Gross-Income.png


think our net worth is understated, which means we will periodically have large and
lumpy changes to it.

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
$920,000 (1X EBITDA) to $9,200,000 (10X EBITDA). You’ll notice that I’ve moved
the upper range of this shadow valuation to 10X from the previous 5X. Internally we
still value the company at the conservative 5X, but the longer we sustain our triple-
digit growth profile the higher the potential multiple, especially paired with our
robust profitability. I’m hesitant to hold a value in my net worth for this until we
achieve a liquidity event. That being said, below I’m going to start holding a
“Potential Net Worth” figure as I think we will likely achieve a liquidity event in the
next 12-18 months.

Potential Net Worth: $5,630,284

^This values the business at 5X EBITDA implying a value of $4.1M in total Economic
Value (EV). I then multiplied the EV by my fully diluted ownership stake of 60%,
which potentially adds $2,760,000 to our net worth.

Net Worth Break Down:

Real Estate (50%) – This is a mixture of private placement deals, equity, debt, and
crowdfunding.

Primary Residence (11%) – I decided to split this out on its own because it is
something I do want to manage separately from our overall holdings in Real Estate.
Our primary residence currently makes up 11% of our total net worth (down from
23% in September 2020) due to a cash-out refinance (locking in 2.8675% for 30
years) that put a mortgage back on the property. I expect the concentration to
continue its downward trend until we move into our new house in January of 2022.

Net Cash (17%) – We currently have $506,000 in cash vs. $498,000 last month.

Alternatives (14%) – This is a catch-all category that captures our investments in
the following: life settlements, a special purpose acquisition company (SPAC), a
private investment in the Robinhood trading platform, Bitcoin, and the newest

https://genyfinanceguy.com/2017/11/21/i-did-it-i-invested-in-death/
https://www.nasdaq.com/articles/media-and-entertainment-spac-vistas-media-acquisition-files-for-a-%24100-million-ipo-2020-07


addition of Bowery Farming – a vertical farming company that recently closed a
$300M in a Series C funding round that I was lucky enough to participate in.

Stocks (8%) – Our 401K accounts are maxed out and we don’t have any new
investment planned here for the year. The only thing that could tick this up is when
we get the shares from a SPAC that we participated in that currently sits in the
alternatives bucket above.

Total Capital Deployed in 2021:

This month we invested $50,000 into the Bowery Farming Series C raise as well as
$37,059 into purchasing additional Bitcoin after it fell more than 50% off its recent
high of ~$68,000. I also committed $50,000 to a new Industrial Real Estate deal
that will be funded in June.

There are a number of liquidity events that I’m expecting later this year:

(1) $75,000 hard money loan at 10%. The original loan was for $150,000 and
was made back in November of 2019. Half of it was paid back six months ago
and I expect the remainder sometime in the next couple of months as the last
property securing the loan is currently being listed for sale.

(2) Robinhood Investment. I invested in a round led by Sequoia Capital at a
$8.3B valuation back in July of 2020. The last round they raised in August 2020
was at an 11.2B valuation. They announced that they would be filing for an IPO
in 2021 and some of the chatter is that it could go public at a $40B valuation.
I’m not going to make F-U Money but my $10,000 could turn into $40,000+.

https://www.prnewswire.com/news-releases/bowery-farming-secures-300-million-in-series-c-funding-to-accelerate-growth-301298237.html
https://www.prnewswire.com/news-releases/bowery-farming-secures-300-million-in-series-c-funding-to-accelerate-growth-301298237.html
https://genyfinanceguy.com/wp-content/uploads/2021/05/May-2021-Capital-Deployment.png
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https://www.cnbc.com/2021/04/30/robinhood-deepens-ties-with-jpmorgan-by-using-bank-for-money-transfers-ahead-of-expected-ipo.html


Only time will tell.

(3) Life Settlement Policies. I invested $70,000 across seven policies in late
2017 and early 2018. Four of those policies are now past the expected
maturity date. I’ve had to make several capital calls to keep the policy active
as the insureds have lived past the expected life spans. If all four policies
payout this year, I will receive $59,300 on an original investment of $40,000.

(4) $38,000 in maturing hard money loans made on the PeerStreet platform.
The volume has been significantly less since the Pandemic hit and of the new
loans being added to the platform, not many have been matching my criteria
of a max 60% LTV and 8% interest rate. Therefore, I have been transferring
money out of the two accounts with PeerStreet as the notes mature. On top of
that, the majority of my remaining notes are in some form of default.

I could see a continued deployment of capital in the range of $25,000 to $50,000
per month for the remainder of the year (mostly real estate and/or alternatives).
That said, it also depends on the timing of our remodel and its cash needs, while
maintaining a comfortable cash cushion.

Business Spotlight – Monetized Installment Sale

It’s no secret that I started my company with the ultimate goal of achieving a
successful and lucrative exit. Every decision I have made has been in anticipation of
setting up the company to eventually be bought by a larger company or by private
equity. I initially thought that it would take about five years before we were in an
attractive enough position to initiate sale discussions. A major theme in my life for
the past three and a half decades has been that of accelerating timelines and low
and behold the business has not been immune to that theme. 

We are only a couple of months into our third year in business and yet we have
already had multiple interested parties. We are currently quite far along in a
conversation with what I consider to be a very strategic buyer…like we should be
receiving a formal valuation and offer any day now. I’ve always been a big believer
in having goals but I also believe that you have to be opportunistic. It’s hard to
perfect timing so sometimes you have to strike while the iron is hot. I have no idea
what their offer will be but they tick the boxes for everything else on my ideal

https://genyfinanceguy.com/peerstreet


partner list. This isn’t just a buyer who would allow my partners and me to take
chips off the table, it’s a partner that would also provide us with jet fuel to take our
company that is already growing at triple digits YoY (for its third year now) to
potentially 10X its current growth and trajectory.

As is standard practice for me, I’ve been doing my homework to see how we could most
optimally structure a deal so that my partners and I maximize our net proceeds from a
potential deal. The gains from selling the business will already be at the lower capital gains
rates vs. ordinary income (although, if you’ve been keeping up with the news, you will have
noted that capital gains are in jeopardy of being increased). However, I wanted to see if there
was anything else available that would allow us to reduce and/or defer the taxes from a sale.
Enter the Monetized Installment Sale (there are only two companies that do these in the US –
here is a link to one of them). This is a beautiful strategy that allows you to defer the taxes on
capital gains for 30 years. Yes, 30 years!

You end up receiving 93.5% of the proceeds upfront and you defer the taxes on the
capital gain for the next 30 years. You might be wondering where the other 6.5%
goes and how is this structured. First, let me explain the high-level mechanics of the
transaction. There are four parties involved in the transaction:

(1) A Seller (that would be my partners and me in this example)

(2) A Buyer (the one purchasing our company)

(3) A Intermediary Buyer or Dealer (they are facilitating the transaction)

(4) A 3rd Party Lender

Now for the high-level steps in the transaction:

https://www.liquidcappartners.com/approach


(1) Instead of selling the company directly to the seller, we sell it to the dealer
in an installment sale that is interest-only for 30 years, with a balloon payment
due at the end.

(2) The dealer then sells the company to the buyer and the cash goes into an
escrow account.

(3) The 3rd party lender provides a non-recourse loan to the seller equal to
93.5% of the purchase price for a 30-year term.

(4) Once the loan proceeds are received by the buyer the funds are released
from escrow to the dealer. 

Note: technically you could say there is a 5th party and that is the escrow company which
handles all the money.

The interest paid by the dealer for the monetized sale exactly offsets the interest
charged on the loan from the lender. And the payments are made automatically
through an escrow company so the seller is never directly receiving the interest
payments from the sale nor making the interest payments on the loan. Now that
you know who is involved let’s cover where the 6.5% fee goes:

https://genyfinanceguy.com/wp-content/uploads/2021/05/Monetized-Installment-Sale.png


1% goes to the lender for the loan origination
5% goes to the dealer for facilitating the entire transaction
0.5% goes to the escrow company for facilitating the collection and payment of interest
for the 30-year period.

Link to Executive 2-page Strategy Summary

You don’t get out of the capital gain but three decades of tax deferral for uninterrupted
compounding would be a very magical thing. Of course, you risk capital gains rates being
higher in the future but I still think the benefits outweigh that risk. Plus, there is a possibility
to roll the gains into another 30-year term as long as you do it before maturity. Again, the
risk of that is that the tax law may have changed by then, preventing another 30-year term.

This works similarly to a 1031 exchange but it’s superior in my opinion and you can
actually use this same strategy for selling real estate instead of the 1031 exchange.

Have you ever heard of this strategy? Do you have experience with executing this
strategy?

Closing Thoughts

That’s a wrap!

I’m very much looking forward to a busy but fun summer. It’s exciting to know that
over the next month or two we will officially be hitting our financial independence
number of $3M and we have plenty planned to celebrate this HUGE milestone. As
far as continued wealth building, we will just keep stoking the FIRE with additional
savings and deployments and maybe we might have some BIG liquidity event on
the horizon that will propel us closer to our ultimate Financial Freedom goal of
$10M.

Onward & Upward!

– Gen Y Finance Guy

https://www.deferredcapitalgain.com/executive-summary-download


Gen Y Finance Guy

Hey, I’m Dom - the man behind the cartoon. You’ll notice that I sign off as "Gen Y
Finance Guy" on all my posts, due to the fact that I write this blog anonymously (at
least for now). I 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. I am trying to humanize
finance by sharing my own journey to Financial Freedom. I believe in
total honesty and transparency. That is why before I ever started blogging, I
decided that I would share all of my own financial stats. I 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

https://genyfinanceguy.com/financial-stats/
https://genyfinanceguy.com/about

