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			“I have known Mr. Coons for almost a decade. I currently own over $60 million in real estate and manage $250 million for patterns and clients. Whenever I have a new client, I send them straight to Clint and the Anderson Business Advisors. Don’t miss this read. Clint has put together an update of everything that he and his partners have learned helping thousands of real estate investors just like me. Navigating real estate can be difficult. Clint’s personal perspective as an attorney and as an active real estate investor creates a ‘unicorn’ source of advice and counsel.”

			—Aaron Adams, MBA

			CEO, Alpine Capital Solutions

			“If you are a real estate investor, this book will become a trusted roadmap for you to navigate the dangers of real estate investing. Clint spells out step by step what real estate investors need to do to protect their wealth and minimize the dangers that are inherent in building a real estate portfolio. This is a must-read for anyone who is already a real estate investor or who is seriously considering becoming one. From one investor to another, use the strategies Clint lays out in this book. Your future self will thank you.”

			—Andrew Mathis, Esq.

			“Catastrophic failures occur when real estate investors ignore liability planning, business planning, and tax planning. Mr. Coons is a master of his craft and breaks down into layman’s terms the essential concepts that each real estate investor must acknowledge, embrace, and implement.”

			—Michael Bowman, Esq.

			“Sun Tzu said, ‘Tactics before strategy is just noise before the defeat.’ Clint combines his unique ability to craft creative asset protection strategies backed up by tactical moves in a world governed by government regulations. This is an absolute must-read for anyone looking to achieve their next level of asset protection.”

			—Scott Lewis 

			CEO, Spartan Investment Group

			“Clint Coons shares his deep knowledge of Real Estate Asset Protection on the Next Level so everyone can understand it. I know, as I’ve implemented his teachings and 10x’d my side-hustle real estate business in a very short time period while implementing his security asset and tax protection strategies to build lasting wealth with predictable recurring revenue. Every entrepreneur in America would benefit from being an Anderson Business Advisor member. For just $35 a month (less than the cost of a gym membership) Clint and his experienced team provide all the tools needed to structure deals in this volatile and changing environment.”

			—Suzy Ginsburg

			CEO, Global Communications Work

			“Based on personal experience after the 2008 market crash, I can tell you firsthand that Clint Coons has provided information and actionable content in this book that will literally add value for you and future generations of your family. I wish I had this information back pre-2008 because Clint has laid it out with the utmost common sense, simultaneously inserting jaw-dropping reality. I will continue to use him and this book as a powerful trusted reference. Embrace this road map!”

			—Chris Prefontaine

			CEO, Wicked Smart Real Estate

			“There are plenty of books written on the basics of investing in real estate. But there are few that teach you how to protect that hard-earned money while accelerating its growth. This is an absolutely essential book for anyone who wants to take their real estate portfolio to the next level.”

			—Peter Kim, MD 

			Founder, Passive Income MD

			“This is a must-read for real estate investors who are looking to not only protect what they have but also grow their real estate businesses. As Clint teaches in the book, with the wrong asset protection strategy, you might hinder your growth and not set yourself up for success.”

			­—Dr. Letizia Alto, MD, and Dr. Kenji Asakura, MD

			Cofounders, Semi-Retired MD 
Podcasters, Doctors Building Wealth
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			To all those who want to change their lives through real estate investing, may this book help speed your journey along this path.
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Introduction

			
Why I Wrote This Book and What It Can Do for You

			If you’re a real estate investor, you probably have trouble finding good advice and support. Not that the advice that’s out there is wrong, necessarily, but a lot of it tends to miss the mark. It may be factual and accurate, but one thing I have learned in my career is that there is a big difference between accurate and relevant. Getting accurate information isn’t helpful if it isn’t relevant to your investment situation and if it doesn’t help you with the strategy you’re trying to pursue.

			In other words, good advice is only good advice if it helps you, in your unique situation, achieve the goals you’re trying to achieve. If it doesn’t do that, then “good advice” can hurt you more than help you, no matter how accurate it is.

			Why is there so much misguided advice out there? Well, it comes down to one fundamental thing: most of the people who are paid to give advice to real estate investors are selling products and services. They don’t invest in real estate themselves. So while the advice they give might be 100 percent accurate from a tax perspective or a legal perspective or a banking perspective, it doesn’t take into consideration the whole picture of what you, as an individual investor, are trying to accomplish at this stage of your investing career.

			Advice that works well for a traditional real estate buyer may not work for a real estate investor. Advice that might be right for one investor might be dead wrong for another. Advice that may be helpful at one stage of your career may be extremely unhelpful at another.

			Often when you sit down with a professional—an attorney, a CPA, a financial planner—you receive only the information they are trained to impart, from their limited, self-interested perspective. They have their particular angle of expertise, and they spew it out like a CD player on play—no matter who pushes the button or why they’re pushing it.

			I was guilty of doing the same thing early in my career. When I started Anderson Law Group, for example, I had a philosophy of “racing to zero” on taxes. I thought reducing taxes was the be-all and end-all for financial freedom. So there I was, earning a nice six-figure salary, paying next to nothing in federal income tax, and telling everybody how great my approach was.

			Much of what I was doing, it turns out, was only deferring my tax liability, not eliminating it. But, more importantly, I was missing out on the larger goal I wanted to accomplish in life, which was to build a portfolio of real estate that surpassed what my father had amassed and to create generational wealth and passive income.

			It was only when I began doing my own investing that I started to see real estate investing from a more holistic, 360-degree perspective. While my low-tax approach may have sounded great and may have given me some nice short-term benefits, it overlooked one important fact: in order to build wealth, I would need to work with lenders at some point. And what I discovered was that once those lenders looked at my tax returns, they didn’t want to lend me so much as a paperback novel. Why? Because my tax returns basically showed that I wasn’t making any money. I’d become so myopic in my focus that I saw only the tax goal, not the need to appeal to lenders. I wouldn’t have learned this lesson if I hadn’t begun investing myself.

			As an active investor, I learned a host of other lessons I wouldn’t have learned sitting behind my lawyer desk, wearing my lawyer hat. One of the main areas I began to explore in my early investment days was the importance of protecting real estate assets. I eventually developed some expertise in asset protection, which I shared through my law practice, through my live workshops, and through my popular YouTube channel. In 2014, I wrote the book Asset Protection for Real Estate Investors.

			That book covered the basics of setting up strategies and entities for asset protection. It laid the groundwork for how to structure investments. I still believe in the book, and I still refer clients and readers to it. But now that I’ve been an investor myself for twenty years, I’ve come to realize there are more pieces in play here than tax planning and asset protection and that if you focus only on those aspects, you’re going to miss out on tons of opportunities. I’ve now begun to incorporate other tools and ideas into my thinking when it comes to real estate investing. I’ve changed my model to some extent. So I wrote this book for those who want to kick their understanding and investing up a notch.

			You don’t need to read my first book to gain value from this book. But if you have read my first book, think of it as the primer on asset protection. My goal here is to expand upon the topics I covered in Asset Protection and offer you a vehicle for taking your investing to another level. This book incorporates the importance of asset protection but dimensionalizes it in new ways by offering a fuller range of tools and approaches.

			What’s important to remember, though, is that no tool is bad or good in and of itself. It must work within the context of what you are trying to accomplish.

			My goal with this book is to show you how to use tools to help your investing rather than hurt it. I wrote this book to demystify the process so that you can truly benefit from the strategies of asset protection—and so that you can use those strategies in conjunction with other strategies that work together as a whole to build lasting wealth.

			Bottom line: Whether you invest in real estate as a full-time venture or as an adjunct to other income streams, real estate investing is a business. And you need to start thinking of it that way so that it can provide money, growth, and security for you well into the future. When you start to treat your real estate investing as a business, you begin to move into a position of strength instead of one of fear and passive reactivity.

			I want to help you make your business thrive.

		

	
		
			
Chapter one

			
The Three-Legged Stool

			Even though I make my living as an advisor, a teacher, an author, and an attorney—an imparter of information and advice—I see myself primarily as a learner. I’m forever trying to extract new knowledge from the experiences I have and from the people I meet. So I’m constantly revising and refining what I said in the past.

			Sometimes at my live events I’ll run into people who have been to my past events or seen my older videos, and they’ll say something like, Hey, Clint, back in 2008, you said to place up to five properties in each LLC we create, but now you’re telling us to place one property per LLC. It seems like you’re contradicting yourself.

			And I’ll respond, “Yup, I am. A hundred percent.” Why? they may ask in shock. “Because I didn’t know as much back then,” I’ll say. “I didn’t have all this gray hair—as my wife likes to point out.”

			In my early days, even though I was a trained and knowledgeable attorney, when I’d sit down with clients and help them create structures for their real estate investments, I viewed the process in terms of individual pieces. I didn’t see the entire structure I was trying to create. It wasn’t until I had spent some years building and developing my own real estate investment portfolio—which began with flipping REO properties in the Las Vegas market after the crash and eventually grew into investing in over 220 properties in multiple asset classes—that the pieces began to come together into more of an organic whole and I began to understand how they all worked together.

			That’s why, seven years after publishing my first book, Asset Protection for Real Estate Investors, I’ve decided to write this new book, reflecting a more holistic and three-dimensional understanding of the principles I introduced in that book.

			An Eye-Opener

			I learned much more through my own investing practice than I ever learned through my research and formal studies. But what really opened my eyes, even more than my own personal experiences, was listening to my clients and the participants at my live events. Sharing their experiences and struggles was like multiplying my own experience a hundredfold.

			Back in the day, after I would present one of my seminars, I would sit down and meet with clients and audience members individually. (These days I have a great team of strategists and attorneys who do a lot of that work for me.) So I would finish teaching at five and then I would work till nine at night, helping people one on one.

			And it was in these sessions where the interesting stuff happened. A lot of the people I’d meet with were in the early stages of their investing careers. Some were just starting out; others had been at it for maybe five to ten years. And a lot of them were like my dad—they’d built up seven or eight properties and were “doing okay.” I could speak to these folks easily because I’d grown up in a family that invested in real estate. I could see the path they were on pretty clearly.

			But often I would find a unicorn in the crowd. These were folks who’d been investing for only about three years or so, and they had twenty-five or thirty properties in their portfolio. My initial assumption would be (a) they inherited the properties, (b) they won the lottery, or (c) they’d made a ton of money in business and were socking it away in real estate. (I never actually met anyone who won the lottery, but I did meet the other two types now and then.)

			But the types that most intrigued me were the ones who didn’t fit into any of these categories. I wanted to know what their secret sauce was. How did they pull it off? They had the same means as my other clients, but they were finding success so much faster.

			Rather than giving them immediate advice, I would dig and probe for a while, trying to figure out what they were doing right. Because I wanted to be like them. I wanted to be investing for three years and have thirty properties. And I wanted to help my other clients to do the same. So I sought to learn their magic: “How do you do that?”

			These unicorns, I learned, employed intelligent strategies and techniques, but their real “magic” lay in the mental realm. These folks approached their investing not with the typical passive-investment/risk-averse mindset of my father’s peers but with a business mindset. They saw real estate investing as a real, active business—like running a restaurant—not as a situation of I’m going to accumulate a few properties over time and grow my portfolio slowly. So just as any business seeks to grow as fast as practically possible, they made all of their decisions with a muscular, growth-oriented mindset. Their attitude was one of investing into themselves as businesspeople.

			“Business” Thinking versus “Cost” Thinking

			My father is a real estate investor, and, to a lesser extent, my grandfather was too. I grew up helping my dad on his properties, so I guess you could say real estate is in my blood. My dad slowly built up a modest portfolio of about twenty properties, but over the years there were many opportunities where he could have done more.

			It’s funny, because my father would often talk about the opportunities his father missed. For instance, during World War II, my grandfather could have gobbled up a huge amount of real estate in Kitsap County for back taxes only. And then there was the time a client came to him (my grandfather was an attorney too) asking for $3,000 for 50 percent of his company. The client had invented underwater arc welding, but my grandfather didn’t see the opportunity there; he was just looking at the cost, so he declined the offer. The client ended up selling his company for something like $14 million—and this was back in 1962.

			My dad would point out all the mistakes his father made. But then when it came to his own investing, he’d do the exact same thing. When real estate deals would come around, my father would often look at the risk and analyze the deal on that basis. And he would miss out. Or he would fail to put his affairs in the proper structure so that he could take advantage of an opportunity when it arose. For example, he could have put a HELOC (home equity line of credit) on his home, so he’d have immediate access to cash. But he didn’t do that because he didn’t want to have any debt on his personal residence—not understanding that that’s good debt and you don’t have to use the credit line but it gives you the liquidity to take action right away if an opportunity comes along.

			As I got older, I started hearing more and more stories from my dad about his own unrealized opportunities—See this property over here? I could have bought that. And I would ask him, “Well, why didn’t you?” And the answers I’d get always seemed vague and unsatisfying to me.

			Everything started to click when I began launching my own businesses.

			My grandfather told me very early on that I was never going to find success as an attorney. I asked him why, and he said, “Because you’re approaching it the wrong way. You can’t give away all the information you do, because clients won’t need you.” He didn’t understand why I made free videos and gave content away. He didn’t see this the way I did—as an investment in my future, a building of trust and recognition. He saw it as a loss for me.

			My YouTube channel, which offers scores of helpful videos on real estate investing and asset protection, is “Clint Coons: Real Estate Asset Protection.”

			My father, for his part, would see me starting new businesses and spending money, and he would say, “Oh, you’re just being stupid. Spending money on that—you’re just going to lose it. You spend money like water. You don’t appreciate the value of a dollar.” When my partner and I started buying a lot of properties and making larger investments, he would try to warn me off. “Look at the debt you’re taking on,” or ”You’re too concentrated in one area!”

			I finally realized that my father and grandfather viewed investing primarily from a risk perspective—“What will this cost me if it doesn’t work out?” And when you focus on the risk/loss side, you’re always looking for reasons a venture is going to fail rather than reasons it’s going to succeed. It’s a mindset that affects every decision you make as a businessperson.

			The principle I have embraced—inspired by my talks with those successful unicorns—is that investing really isn’t a risk if properly structured. With the proper structure, you can achieve more with less risk. This means hiring professionals who understand your investing strategy and can implement plans to help you achieve your goals. It’s a powerful proactive step. It is an investment into what you want to do in your life and your business.

			What all successful businesspeople understand is this: you must spend money to make money. Where the cost minded say I can’t afford that, the business minded say I can’t afford not to do that. I’m not saying, of course, that you should spend recklessly or that all expenditures are good ones. But I am saying that when you see an opportunity to take an action that you know will strengthen, grow, or protect your business, you must look at it through the positive lens of business growth rather than through the fearful negative lens of cost. This book will show you how entities and structures, if set up properly, represent an investment in yourself and your real estate business. With proper application, these steps will enable you to do more.

			In my law practice, clients often push back when it comes to taking vital steps such as setting up multiple limited liability companies (LLCs) for their real estate investments. (We’ll talk about this shortly.) Why do they resist? Because of the expense and the “headache.” My response to them is, “If you don’t do this, you’re basically saying, ‘I’m in survival mode. I just want to preserve what little I have. I’m not focused on growing.’ On the other hand, by setting up these LLC entities, you invest in your ability to go out there and buy more real estate. So if something unexpected does happen in your life, you know it’s not going to take you down.”

			Here’s a small illustration. I was talking the other day to a client who has been involved in a lawsuit, and the other side is just beating him down. And this client is getting ready to fold the cards and settle, even though he’s in the right. Why? Because the suit is devouring so much of his resources and energy, and he is worried that if he loses it will cost him even more. I shared with him that my company had gone through a similar situation, and we spent $750,000 fighting our opponent. We won, and we put the person in jail. His response was, “Wow, I can’t believe you spent that much money!”

			And I said, “It’s all relative. We didn’t have to buckle because we had the income and security to fight it. Unfortunately, you don’t. So you do have to settle.” That’s the kind of power you acquire if you adopt a business approach and a business-versus-cost mindset.

			A cost mindset is a defeatist attitude, and it often fails to even buy you the safety you seek. I’ve met countless people who adopted the cost mindset and still lost it all. But I’ve never once met a client who’s been sued and told me, “I wish I hadn’t spent that $20,000 on setting up those structures that just saved me $3 million. That was money down the drain.”

			It’s not just money that cost-minded people are reluctant to spend. They don’t want to invest time and energy in maintaining the legal structures, setting up the bank accounts, etc. either. They look at all that as a cost too. If I suggest to them that they hire a part-time bookkeeper to deal with it, they say, well, that’s just another expense. So when opportunities come up, these people are never ready and able to seize them.

			A funny example of this happened in 2020. My firm was helping businesses apply for PPP loans under the CARES Act during COVID-19. As part of the application package, you had to submit a balance sheet and a profit and loss statement. One prospective client—no joke—scribbled a bunch of figures on a napkin, snapped a photo of it, texted it to us, and said, here, submit this.

			Surprise: they got zero money. And they blamed us and probably wrote us a negative review online (even though we gave them their money back). The truth was, they needed to look in the mirror. The reason they didn’t qualify was that they didn’t want to invest in themselves and their business. So when the opportunity came along, they couldn’t seize it.

			Adopting a business approach and mindset is fundamental to everything you’re going to read in the rest of this book.

			A Holistic Epiphany

			I learned the business mindset early in my career by talking to people who were more successful than I was at that time. But it took me a little longer to learn another lesson they were trying to teach me about the business of real estate investing.

			When I would sit down with these successful people at my seminars, I would look at their portfolios and make recommendations. You should do this with your taxes; you should do that with your asset protection. They would listen respectfully, and then they would gently push back. Not because they were afraid of the costs but because they knew their own business better than I did. And they knew that if they took my tax or asset-protection tip, it would affect their business somewhere else. If I do that, Clint, it’s going to screw things up for me on my banking side; I’m not going to be able to borrow anymore. And my current lenders will pitch a fit.

			Over time, I began to see that the tools and information I was sharing on the tax and asset-protection front—while accurate and effective in their own right—weren’t always beneficial in the holistic context of a real business trying to operate in the real world.

			Learning the Hard Way

			I began to realize, Wow, I’ve been doing these folks a disservice. I’m helping them reduce taxes and achieve asset protection, but I’m not helping them overall. They’re coming to my events because they’re real estate investors. They’re not only looking to preserve but they’re looking to build. They want to learn how to protect their assets, yes, but mainly they want to grow.

			That epiphany did not really sink in until I shifted to a new gear in my own investing. And when I did that, I started to experience the exact same problems these folks had forewarned me about. Because I was using the same strategies I was teaching people at my seminars.

			Early in my career, you see, I’d been a property flipper. And as a flipper, I was buying REO deals from banks—properties that had been foreclosed on and were owned by lenders. I didn’t need to use financing because these were all cash deals. But then when I switched to investing in properties I wanted to hold on to for longer periods and/or use for income production, I had to start using financing. And that’s when I started running into walls I had created for myself.

			Things came to a head in 2012 when I was trying to purchase the office building my firm currently occupies. I had it under contract, and I was working with a large national bank as the lender. They assured me they were going to be able to underwrite this loan. So I played their document game, and I gave them everything they asked for. But they kept coming back to me for yet another document, and another, and another.

			That’s when I started to understand what bankers are really looking for, even though they don’t tell you—they want to know if you’re for real and if you have the resources to repay your loan. The financing was taking so long I had to get an extension from the seller. And then I had to go back for another extension, and to get this second extension, I had to waive my financing contingency and put down more earnest money. Now I had $60,000 of my own cash on the line if I didn’t get this financing the bank was assuring me they were going to provide.

			One day, about two weeks before the deadline, the bankers called and said they wanted to meet with me. And I knew exactly what was going down. They were there to tell me they weren’t going to underwrite the deal, despite all their previous assurances.

			I lost it. I probably dropped a few f-bombs, telling them they’d cost me $60,000 because of the games they’d been playing with me and the promises they’d been making.

			They explained to me that it was a tough lending environment and that they’d been going through my tax returns. And they had seen that my income appeared to have decreased by 8–10 percent over the past year. And we argued back and forth. Hey, we’re in major recession, I said, and I bet your income doesn’t look too great either. Blah, blah, blah.

			But in the end they walked out, and I was left high and dry. Luckily, I found a community bank that was willing to do the deal at the last minute, and they saved me from losing my $60,000. But I learned a lot from that near miss. One thing I learned is that you need to have backups; you need to cultivate relationships with multiple lenders. That way, if your option number one fails, you’ve got option number two available.

			TIP: Try to develop relationships with community lenders and seek out a portfolio loan. Your community bank often uses different standards than traditional lenders do.

			And for me, that meant I was going to need to make some changes to the way I did business. Some of the things I’d been doing on the tax and asset-protection front were not helping me on the lending front. I was filing multiple 1040s and had multiple P&Ls and balance sheets. All of this complicated information was creating a nightmare for the lender. I’d refined a number of strategies for reducing or eliminating taxes—which were great had I been at a place in my career where I didn’t need to borrow and wasn’t looking to grow.

			I realized I hadn’t been looking at things from an active business perspective. I needed to be doing more with my tax returns to make myself look better to underwriters. I needed to be setting up my business in more advantageous ways and developing lending relationships so that I’d have multiple ways to make deals come together on the financing side. (We’ll cover more about working with lenders in chapter 6.)

			The problem with developing an asset-protection-driven mindset is that it creates drawbacks when it comes to working cooperatively with third parties who need to trust you as a profitable businessperson.

			Think about it. What am I, as a lender, going to do when you come to me for a loan? I’m going to use the “trust but verify” method. And if you tell me you own Company A but there’s no way for me to track it back to you, that creates a crack in my trust. So if you’re looking for me to give you a $300,000 line of credit but none of what you’re telling me is showing up on paper, I’m probably not going to do that deal with you. I just don’t want to take the risk.

			I often see this issue as an attorney. People come to me and say, “I want to set up a corporation. But I want to be completely anonymous in terms of who I am and what I own. I don’t want anyone to know what I’m up to.”

			And I joke with them, “So what are you going to do? Hand out a business card with a big question mark on it? Like the Riddler in the Batman comics?”

			Some of these potential clients won’t even tell me who they are. As if that information is given only on a need-to-know basis. They want to engage me for services, but they refuse to tell me any information about themselves or their business. They want to talk only hypothetically. And my first reaction when somebody approaches me with that is that they want to commit fraud. I don’t trust them. And I decline to work with them.

			The point I’m making is that techniques that work on the protective side do not always work on the active business side. You can use some of those techniques, or parts of them, but not all of them. Because if you use all of them, you’re not going to be able to grow.

			The Three-Legged Stool

			What I’ve come to realize since writing my first book is that real estate investing—assuming you want to be as successful as my unicorns—must be treated as a business. And that business cannot stand on one or two legs. It must stand on three legs, like a stool. Those three legs are as follows:

			
					Asset protection

					Tax planning

					Business planning

			

			Building a three-legged stool is about understanding each of the components and why it is important and further realizing that the three must stand together. The three legs must also be roughly the “same length.” That is, you must allot them equal attention and consideration. Just as a stool can’t stand on one or two legs, it also can’t stand when one of the legs is much longer or shorter than the others. The three need to be brought into balance. That balance is different for every individual business, but the balance must exist.

			Nowadays, when I sit down with a client, it is the three-legged stool I have in mind. I want my clients to build thriving real estate investing businesses. And in order to help them do that, I listen first. I find out what they’re individually trying to accomplish and then I give them a three-legged plan that’s going to allow them to do more, to push forward. I want to take the governors off and put them in a position where, when the opportunities come along, they are able to take action. I want to do the same for you.

			Asset Protection

			The first leg of the stool is asset protection. We’ll go into detail in the next couple of chapters about some of the specific strategies and tools available, but here I just want to present the basic ideas.

			Asset protection, as the term implies, is about preserving your assets—making sure that if you’re sued, you haven’t put the entire farm at risk, or if your assets do create risk for you, that you’re not going to take a massive fall, personally, for what happens with a particular asset.

			Asset protection has two essential components: privacy and risk mitigation. Privacy is essentially about shielding your ownership of assets from the probing eyes of the world. Risk mitigation is about making sure that if you are sued, your losses are limited.

			Privacy/Anonymity

			My approach has always been this: when it comes to asset-protection planning, a good plan should force the other side to accept your insurance policy limits. You want to put yourself in a position where others believe you’re not worth the time, effort, and expense of going after in a deeper way. So at the end of the day, when your insurance carrier tells them, “These are the policy limits,” they’ll be willing to accept them—and walk away satisfied.

			To put it in the simplest terms, you don’t want to advertise your assets or make it easy for would-be litigants to see what you own. The fact is, a lot of attorneys assume that a person has no assets because when they perform a simple asset search online, nothing shows up in that person’s name. And often they don’t dig more deeply because they don’t know where or how to look. Or they simply don’t have the time. Digging isn’t worth the effort to them. They’re going to be paid by the policies, and they’re going to move on.

			But if you make it appetizing and easy for them to drop a judgment on you, they’ll probably take things further. By leaving all your assets out there in your own name, making them easy to find, in effect you’re advertising, “Hey, look at me—look what I own!”

			So the first aspect of asset protection is creating some anonymity around what you own. Attorneys are not interested in suing indigent defendants.

			Imagine, for example, you’re walking down the street and a down-and-out street person attacks you. If you go to a personal injury attorney and say, “I want to sue,” they’ll take one look at the street person and say, “My recovery is a third of what I’ll get from him? No, thanks.”

			Why not make yourself look, figuratively speaking, like the street person? You’ve probably heard stories about “indigent” people who die and turn out to be multimillionaires. We’re always shocked when this happens because we judge individuals based upon the limited information we have about them. If we create a persona around ourselves that we don’t own anything, that’s what others believe. And most of them don’t dig any deeper.

			TIP: When I talk about shielding assets, I’m speaking in the context of passive rental income. The same strategies do not necessarily apply when you’re running an active business.

			There are a number of strategies, some of which we’ll get into later, by which you can shield your assets from being traced back to you through a public record search. For example, you might set up your entity in a state that does not collect the information on who the owners of the business are. Or you might set up a trust, whereby you appoint someone other than yourself to be the so-called nominee trustee, and their name is listed for title-holding purposes. That way, the assumption is made that the trustee owns the asset.

			A metaphor I sometimes use is that you want to “spray” your assets with Attorney B Gon, much the same way you might spray your furniture with Cat B Gon. In most cases, spraying the furniture is enough to keep the cat away. But not always. Sometimes you have a persistent cat that insists on climbing on the sofa anyway and clawing it to bits. There are times when the other side won’t be deterred no matter what you do. And they’re going to push forward against you. There are also those instances where you may be sued personally because of personal negligence or misfeasance, and your smoke screen may not protect you.

			That’s why it’s important to create a backstop for your anonymity. That’s where risk mitigation comes in.

			Risk Mitigation

			One of the best ways to mitigate risk—to create a backstop—is to set up entities in such a way that if the other side does go forward, their recovery is going to be minimized. We’ll talk about this, too, in a later chapter, but let’s say for now you have ten properties. You want to set them up in ten different boxes, ten different LLCs. Now let’s say someone sues you. They manage to get past your Attorney B Gon and they see you have an unencumbered property with $30,000 in available equity. Okay, so you might lose that $30,000, but it’s the only asset they can go after. The other nine properties are in different entities. Your litigants are suing box one. The only recovery they can get is what they find in box one.

			The idea is to minimize your overall risk. I often ask workshop participants, “Who needs more LLC protection: Charlie, who owns ten rental properties, or Sharon, who owns two hundred properties?” And invariably they say Sharon because she has more to lose. They can see why it’s important for Sharon to set up separate LLCs, but they assume it’s okay for Charlie to group all his assets in one LLC. Less to lose, less to protect.

			And I’ll say no, that’s faulty thinking. Because if Charlie groups ten properties per LLC and Sharon also groups ten properties per LLC and the worst-case scenario happens, Charlie loses everything and has nothing left. Sharon, on the other hand, still has 190 properties left. Her life doesn’t change. Charlie’s life changes radically because he was banking on that $60,000 a year in income from those properties. Sharon still has $1.14 million in annual income coming in. Yes, she lost $60,000 a year, but that doesn’t change what she’s doing tomorrow.

			When you have good LLC protection, you put yourself in a position of strength. So even if someone wants to go after some of your other assets, it’s going to be a battle, and they’ll be much more likely to settle. Without such protections, though, why would anyone ever want to settle with you?

			As I said before, though, there are flaws in an overly asset-protection-driven mindset. One of those, as I’ve mentioned already, is that you run the risk of disguising your assets and income to the point where it’s not easy for lenders to see them. The other is that a lot of asset-protection strategy is based on protecting equity, but you may have bought your property for the income—to send your kids to school, to go on vacations, to create retirement wealth. So you need strategies that help you plan around the income, not the equity. Business strategies.
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