
 

 

 

 

 

 

 

 

 

 

 

EXHIBIT B 
IN SUPPORT OF                                                                                                

PLAINTIFF’S MEMORANDUM IN SUPPORT OF ITS EMERGENCY MOTION FOR A 
TEMPORARY RESTRAINING ORDER TO PREVENT VIOLATIONS OF THE FEDERAL 

SECURITIESD LAWS, TO APPOINT A RECEIVER, AND PROVIDE FOR OTHER 
ANCILLARY RELIEF 
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EXHIBIT A 
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NOR,THRIDGE
H O L D I N G S L T D

How- YNorthrid e ~1~orks:g
Turning Opportunity into Profit

We start by locating the right rental property, one whose

value is poised for significant increase. After making the

purchase and forming a limited partnership of investors,

we either convert the complex to condominiums and sell

off the units individually or continue operation as a rental

property, making key improvements to lower expenses

and raise monthly income. When the property value

reaches an optimal level, we sell it for cash or complete a

1031 exchange. With proceeds from an exchange, we can

invest in additional properties while deferring capital gains

tax. We can also refinance the property, allowing investors

to retain property ownership while freeing up capital for

reinvestment.
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NORTHRIDGE
H O L D I N G S L T D

Wh ~North~id e Woks:Y ~
The Northridge Difference

Not every real estate transaction is profitatale. Ask any financial advisor. So how has Northridge

been able to deliver high returns with such consistency? We boil our success down to a mix of

these components:

Deers Experience

With nearly 40 years in the business, we have the

critical ability to determine which properties have

the highest potential for success. We've also made

a science out of managing properties efficiently. We

know how to increase rental income, lower expenses,

and which improvements provide the greatest ROI.

Discipline

We have the patience to follow our guidelines when

others rush ahead. Discipline means saying no to

the wrong properties and refusing to short-cut our

process.

Strategic Relationships

The relationships we have with banks, brokers,

and subcontractors are unmatched. They give us

leverage at the negotiating table and reliable

efficiencies when it comes to managing properties.

Flexibility

Where other investment firms throw up roadblocks,

Northridge finds solutions from liquidity of funds to

the custom structuring of investments.

Integrity

This is the linch-pin to all we do. With a track record

of credible money management that spans three

decades, our investor retention rate speaks louder

than anything we could say. As an investor, you

should also know that we never sacrifice service

to our tenants for the sake of squeezing out a few

more bucks. We've found that long-term success

comes from doing things the right way.
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NORTHRIDGE
H O L D I N G S L T D

h ~t ~k For:~1V a VC~e Wo
Investing in People and Communities

At Northridge, we invest in more than real estate.

We invest in people. Sharing success is at the core of

who we are. We start with our employees, empowering

them to thrive in their respective roles. Then as a team,

we work tirelessly to ensure our investors' financial

success. Because we are always adding to property

value, tenants benefit as a matter of course. We also

take a proactive role in improving community safety,

working closely with municipal fire and police

departments.

What continues to give us great satisfaction is the

way so many of our investors have carried on this

commitment, reinvesting in the lives of others —from

supporting orphanages in Romania to funding Christian

schools and youth camps in the U.S. We are proud to

be associated with these selfless individuals. We are

proud to serve them. We know that investing in their

success pays dividends far beyond what an accountant

could measure.

~~ .. -Farging Stronger"
Communities

Our Westwood property helps kids everyday

through an on-site resource center. Run in

cooperation with the city of West Chicago, the

center provides free bilingual tutoring and after

school activities for all tenants. We also work jointly

with Wheaton Bible Church to meet the needs of

our tenant families, from education to employment

assistance to spiritual we{I-being.

,~,
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N4RTHRIDGE

Northridge Holdings, Ltd. inEerest rates effective Januazy 1, 2014.

Real Estate Promissory Note

Funds placed in a real estate promissory note will receive 3% per annum for 3 years or

until such time as they are invested in a real estate limited partnership. We carulot

guaxantee a timeframe in which funds will be placed into a real estate limited

partnership. Funds will be placed uito a real estate limited partnership upon your

review of the offering of a potential properfy and your written consent.

CD Loan Promissory Note

1 year-3

2 year-4%

3 year-5% ~

year-5

5 year-b%

S year-6%

These rates are subject to change at any time without notice.

Phone 630-889-9695 Fax 630-426-Q083 Web «~w~•.nonhridQeltd.com
Address 1020 ~V. Fullerton Ave Suite G, Addison, IL 6Q101
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NORTHI~,IDGE
is o t. u i ;v c s r. •s• v

Real Estate Investments

Glenn Mueller has been personally investing in real estate in the Chicago area for over
44 years. Along with the Northridge Holdings team, Glenn has bought, sold and
managed 74 properties without incurring any losses to the investors. We have been
taking in investors and forming limited partnerships for the purchase and sale of real
estate nearly 28 years. At present we have 10 properties totaling 993 units under
management.

Our objective is to purchase undervalued or mismanaged, income producing apartment
buildings through leveraged financing; then increase their value by improving their
appearance, increasing income and reducing expenses.

Depending upon economic conditions, once we have accomplished our objectives we
would then determine which period of time would maximize our income and equity
potential:

Due to current market conditions, we are currently operating under this scenario:

1. Long Term - (three or more years)

Our options at that time would be to:

A. Determine if it would be wise to hold the property, then
because of its increased value our goal would be to refinance, lower
interest rates (if possible) and return the capital plus equity back to
the investors tax free.

B. Sell the property
C. Sell the property using a 1031 tax deferred exchange (no capital gains

taxes would be due at the time of sale).
D. Convert the apartments into condominiums.
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We carefully evaluate the profit potential to the investors with every step of the process:

1. Formation of the Limited Partnership —
A. Organizing the investors
B. Receipt of funds (money deposited for real estate investment earns

interest until the property is located and purchased).
C. Establish the Limited Partnership (each property held in a separate

L.P.).
2. Locate undervalued or mismanaged properties.
3. Negotiate the purchase price.
4. Secure financing with either non-recourse or recourse loans personally

guaranteed by us due to the limited liability to the investors.
5. Since management of the property is the key to our success, all management

remains in-house.
6. Market the sale of the property including the negotiation of the sale price.
7. Distribution of profits is on a 60% / 40% basis. The investors receive 60% of

the profits and are distributed according to their percentage of their capital
investment.

8. If a 1031 Exchange is used, profits are held in escrow until these funds are
transferred into a new property giving the investors a greater capital base
using tax-deferred monies.

Each property is held in a separate limited partnership registered with the state of
Illinois. This type of partnership provides a high degree of asset protection. It also can be
used in estate planning to reduce inheritance taxes up to 40%.

One very important source of funds is in your IRA. We are able to use IRA funds in real
estate. This allows your investment to accumulate profits tax free or tax deferred to you
and your heirs.

The following are several examples of purchases, sales and trades into other properties:

1. We purchased a 76-unit complex Dec. 23, 1996 for $1,985,000 and sold it for
$2,740,000 for a net return to the investors of 69% in 22 months. The proceeds
were traded (tax-deferred) into 2 properties:

A. We purchased 92 units on Dec. 28, 1998 for $2,670,000. We
rehabbed it for approximately $1,100,000 and sold it on Oct. 1, 2001
for $ 4,700,000. Then traded the proceeds into an 88-unit complex for
$ 5,375,000 on Oct. 4, 2001. This was sold on September 18, 2002 for
$6,675,000.
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Example #1A - 92 Units

B. We purchased a 10 unit building that we purchased for $480,000,
converted into condos, and sold them in 1 year for $878,000, a return
to the investors of over 60%.

The investors received a 293% return during the six-year term.

2. An 18-unit condo conversion that we completed in 16 months for a return
of 68% to the investors.

3. The purchase of a 22 unit building in June 1995 for $1,280,000 with $244,000 in
capital. It was sold in Jan. 1999 for $1,710,400. The proceeds were traded into 2
properties:

Case: 1:19-cv-05957 Document #: 4-2 Filed: 09/05/19 Page 13 of 25 PageID #:237



Example #3 — 22 Units

_ 
,~

A. 47 units for $1,370,000. Sold in March, 2006 for $2,005,600.

Example #3A — 47 Units
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B. 19 units for $715,000 -sold 1 year later for $910,000. Proceeds were
traded again into a 32 unit for $1,500,000, ($60,000 was used for fix-
up). It sold July, 2005 for $2,675.000. The initial investor's capital of
$244,000 for the $1,280,000 property controlled $4,875,000 worth of
real estate. The original capital of $246,465 returned a profit of about
$775,390 to the investors. Approx. 315% return in 10 years.

Example #3B — 32 Units

4. We purchased a 27 unit for $ 1,025,000 and within 1 1/2 years sold it for
$1,737,500, the investors received a 133% return. ($214,000 investor's capital
invested now worth $498,360). This was traded into a 39-unit property, which
sold. March, 2007 for $2,560,000. Another of our L.P. bought the 27 unit for the
$1,737,500 and sold them as condos for $2,726,000 within 2 years.

5. A 31 unit purchased in 1996, for $850,000 now valued at $2,000,000. A return of
approx. 810% to the investors on the original investment. However, more than
twice the original investment was returned to the investors when it was
refinanced in the 6th year. It was refinanced again in 2011. At that time, the
investors received additional funds that totalled about 3 times the capital they
contributed. No income tax is due on those funds because they were a loan to
the property. The investors still own the property with none of their capital in it.
The return on the investment is now infinite.
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Example #5-31 Units

6. A 38-unit property purchased Nov. 1999 for $ 895,000 with improvements of
$200,000 increased the rents by $200 a month per apartment. We sold it in April,
2002 for $ 1,637,500. A return of 145% to the investors in 2'h years.

7. A 76 unit, 12 story building in Hyde Park was purchased July, 2002 for
$3,900,000, it was sold September 2004 for $5,000,000. The investors received
an approximate return of 50% for the 2 years of ownership. A $189,000 2"a
mortgage was held on the sale, which produced another $311,000 profit over a 9
year period. (See Example #7)
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Example #7 — 76 Units
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The following is an example of a property currently owned by our investors and is under
Northridge Management. This property was purchased at the peak of the economy. It is
an example of how our abilities, even when the economy declines. Home values
declined by a third in our area.

A 576 unit, property purchased July 2007 for $30,000,000. We have added
$5,000,000 in improvements since 2007. We have greatly increased income and
lowered expenses. The property was appraised 2 years ago, during our
refinancing, for $38,800,000. Currently, the value is approximately $45,000,000.
Not only was this profit made during the worst economy since the Great
Depression, but we are now also saving an additional $370,000 in interest per
year on a fixed rate assumable loan for 10 years. (See Example 8)

During the past few years, home values and sales of homes have been improving, with
the largest gains in seven years. This will begin to add additional value due to the
"condominium premium". Developers pay more for apartments when they are able to do
a condominium conversion. This addition has added significant value in the past.

In the past, with the "condominium premium" our annual returns have ranged from 15% -
30% per year, plus the tax benefits. In some cases we've seen returns in the 50%-100%
range. Due to an ever-changing economy, past performance is not a guarantee of future
results.

As noted in Example #8, we have experienced positive rates of return during the worst
economy since the Great Depression. Our primary objective is to provide our investors
with safe investments. Compared to our stability, we see volatility in other investment
markets. Even though the Stock Market has been strong recently, it has dropped 45%
twice in the last 12 years and bank interest rates are at historic lows.

At Northridge, our properties are positioned to withstand current market conditions, and
to immediately respond to an upward turn in the economy without major investments
needed above normal operating expenses.

We realize that every investor comes to Northridge with different personal needs and
objectives. We offer a variety of investment programs which you can you choose from to
meet your needs. Northridge can structure your investment for monthly cash
distributions or capital gains profits (currently taxed at 15%) or a combination of both. If
you have any questions please contact Glenn Mueller at 630 889-9695 x.111.

Sincerely,

Glenn Mueller and the Northridge Holdings Team
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N4RTHRIDGE

Northridge Holdings, Ltd. inEerest rates effective Januazy 1, 2014.

Real Estate Promissory Note

Funds placed in a real estate promissory note will receive 3% per annum for 3 years or

until such time as they are invested in a real estate limited partnership. We carulot

guaxantee a timeframe in which funds will be placed into a real estate limited

partnership. Funds will be placed uito a real estate limited partnership upon your

review of the offering of a potential properfy and your written consent.

CD Loan Promissory Note

1 year-3

2 year-4%

3 year-5% ~

year-5

5 year-b%

S year-6%

These rates are subject to change at any time without notice.

Phone 630-889-9695 Fax 630-426-Q083 Web «~w~•.nonhridQeltd.com
Address 1020 ~V. Fullerton Ave Suite G, Addison, IL 6Q101
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