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This is not legal advice. I am not your attorney.   
You should retain counsel before taking any action.

Real estate is one of the 
most hotly contested in-
dustries. It isn’t a matter 
of IF you will be sued, 
it’s a matter of WHEN. 
Are you prepared to deal 
with a lawsuit?

I’m going to provide you 
with 10 essential asset 
protection strategies. 
In fact, you can be fully 
protected from a lawsuit 
in as little as a week.

But first, why should you 
trust me? I am board 
certified to practice law 
in both New York and 
Texas, and I serve more 
than 1,000 real estate 
investors nationwide.

As a multi-state real es-
tate investor myself, I’ve 
searched for the best 
state for my operations. 
Texas law offers some 
of the most aggressive 
protection structures 
to defend against judg-
ments and creditors.

There’s a saying, “he’s 
gone off to Texas.” If 
you want to avoid debt 
collectors pounding on 
your door, there’s no 
better place. These  
protections extend to 
other legal areas as well.

You don’t need to be a 
Texas resident to take 
advantage of the state’s 

protection laws. You can 
appreciate the southern 
heat at a distance while 
guarding against  
lawsuits.

In the coming pages, I’ll 
describe how real estate  
investors encounter 
legal risk in the form of 
lawsuits and judgments, 
as well as the steps they 
can take to protect 
themselves.

As you take in all of the 
details, keep in mind  
that wealthy people  
don’t own assets. 
Wealthy people simply 
control assets and  
benefit from them.

To explain how to deter a lawsuit and  
possible judgment while protecting assets
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1-liability11 You probably have 
insurance to protect 
yourself in the event 
of a fire. So why 
wouldn’t you have an 
insurance policy that 
defends you in the 
event of a lawsuit?

	An asset protection plan 
is designed to reduce your 
exposure to legal liability.  
It does this through a com-
bination of legal strategies 
and business savvy.

	Litigation is time consum-
ing and expensive. People 
can and do lose everything 
in court, which is why you 
should take action now.

a legal term used to describe “risk” 

li·a·bil·i·ty

Did you know most legal 
cases are settled on the 
courthouse steps?

Losing a lawsuit can 
destroy everything 
you’ve achieved in one 
fell swoop. So why take 
the risk? Most people 
would rather endure a 
little pain from watch-
ing greenbacks slip 
from their pocket than 
gambling on their future.

Even settlement can 
be ugly. The first chunk 
of cash goes toward 
buying off the attacker 
and mitigating the risk 
of judgment. It doesn’t 
include the attorney 
fees, which can add up 
shockingly fast.

Believe it or not, the 
defendant gets stuck 
footing the bill for both 
sides. That’s right, you 
actually get to pay for 
the pleasure of having 
your money taken away.

Attorney fees add up 
surprisingly fast. Even 
a simple case can cost 
upwards of $10,000, but 
more substantial cases 
can spiral into six digits 
and easily bankrupt the 
defendant.

Want to protect yourself 
from legal vultures? 
Then you need an as-
set protection plan. An 
expertly designed plan 
can prevent a lawsuit 
before it begins, saving 
you thousands in pay-
ments and fees.

Let’s face it, lawyers 
need to make money. 
The easier it is to make, 
the better for them. 
Most litigation firms 
only pursue a lawsuit  
if it looks profitable.

A judgment is really just 
a piece of paper. It only 
becomes scary if it can 
be applied to your assets, 
such as forcing you to 
foreclose on a property 
to satisfy payment for 
the judgment.

Properly structured 
asset protection plans 
can make assets vanish, 
rendering the judgment 
powerless over your 
wealth and future.
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2-insurance
Insurance is necessary 
but  not sufficient. 

	Many real estate investors 
believe their insurance plan 
is a silver bullet to ward off all 
evil. It’s not. It likely only offers 
protection in the case of negli-
gence or an accident.

	Insurance is necessary, but it 
isn’t sufficient. It is designed 
to protect the condition of 
your property, but it can’t 
protect your ownership.

	Exposing yourself to fraud is 
easier than you think. 

	You may be honest, but an 
intentional act can get you 
sued.

	Insurance works to deny 
claims and may not protect 
against a lawsuit.

22
a means of protecting against  

loss or harm

in·sur·ance

Investors shouldn’t rely 
on an insurance policy 
to save the day in the 
event of a lawsuit. A  
policy likely only pro-
tects you in the case of 
negligence or accident.

Dollars to donuts says 
your policy is worthless 
when it comes to inten-
tional acts. Just check 
your document or call 
your agent.

This means all a litiga-
tor needs to do is prove 
you acted intentionally. 
What does that mean?

How about making a 
statement about the 
property condition?

I’m sure you’ve made an 
offhand remark about 
the history of a house, 
the state of its plumbing, 
or how it was construct-
ed. It’s hard not to talk 
about the property.

A slip of the tongue with 
any of those statements 
could be sufficient to 
maintain a cause of 
action–a lawsuit against 
you–for fraud?

Fraud doesn’t mean you 
are a bad person. It’s 
an allegation that you 
mislead the other side. 
How it gets defined will 
be argued in court and 
at your expense, regard-
less of whether you win 
or lose.

I believe when a client 
tells me they didn’t 
mean to mislead the 
other side, but it doesn’t 
matter. If the other side 
doesn’t feel the same 
way, they can still drag 
you into court.

Regardless of whether 
or not you meant to 
mislead the other party, 
you made a statement 
intentionally. Your insur-
ance company can clas-
sify this as an intentional 
act and deny coverage 
you were counting on to 
save the day.

Worst of all, you’re stuck 
paying for an attorney 
either way. Kiss that 
money goodbye.



8 9

3-Judgment 33 A judgment is a 
nasty beast that 
can rear its ugly 
head and tear 
down your entire 
investment village. 

	Losing a judgment means 
a plaintiff could seize your 
assets.

	Even a modest judgment 
can lead to losing all your 
property.

	Don’t wait until a lawsuit 
is filed–protect your  
assets now.

if you lose a laWsuit 
 you’ll end uP With a 

Judgment against you.
Say you have a modest 
judgment rendered 
against you for $50,000 
(I’ve seen numbers this 
high even in landlord/
tenant lawsuits.)

The victor will then 
attempt to foreclose on 
your property and take 
the proceeds of the sale 
to satisfy the judgment. 

For example, let’s say 
your portfolio includes: 

	you purchased a 
$300,000 apartment 
with 3.5% down be-
cause you took ad-
vantage of the FHA 
($11,500 in equity), 

	 you bought another 
condo for $100,000 
with 25% down 
($25,000 equity), 

	and you just finished 
paying off your car 
which is now worth 
$25,000 ($25,000 eq-
uity.) 

The judgment holder 
could foreclose and sell 
all three of these assets, 
and further be entitled 
to the attorney fees 
regarding the seizure 
and sale, which could 
be $3000 each (making 
the total amount of the 
judgment $59,000.) 

First goes your apart-
ment and equity to 
the judgment holder 
($47,500 remaining 
in the judgment), 
next goes your condo 
($22,500 remaining in 
the judgment), and then 

you see your car getting 
towed away and sold 
(-$2,500 remaining in 
the judgment.) 

Since the sale of the 
car was more than the 
amount of the judg-
ment you’ll actually get 
a check in the mail for 
$2,500, but that’s bare-
ly enough to keep you 
out of tears while you’re 
riding the bus and have 
nowhere to live. 

If only your assets 
weren’t in your name, 
you’d still be watching 
your big screen televi-
sion and not smelling 
the homeless guy who 
just got on the bus. 
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4-entities
The most common 
legal entities include 
Sole Proprietorships, 
LLCs and Trusts.

	A sole proprietorship is a 
common business plan 
but is risky.

	An LLC can keep some-
one from filing a lawsuit 
against you and taking 
personal property.

	A trust allows you to 
keep personal informa-
tion and assets private.

	Legal entities protect 
real estate property and 
assets, shield ownership.

44
Sole proprietorship places real estate property and assets  

at more risk than other legal entities.

did you knoW?

When you hold prop-
erty or an asset in your 
name, you are holding it 
in a sole proprietorship. 

This is the most risky way 
to hold any property 
whatsoever. 

If you didn’t know better, 
I’ll forgive you but the 
law won’t. 

People can easily find 
your assets by search-
ing your name in public 
records. Once they find 
you, they can file suit 
against you, for any 
reason related to the 
property, and take your 
property if they win the 
lawsuit. 

An LLC offers more pro-
tection. The LLC keeps 
someone from filing a 
suit against you and tak-
ing personal property. 

They could only get their 
hands on the property 
held in the LLC if the 
LLC did something 
wrong. 

The difference is seen in 
the following hypotheti-
cal example where you 
get in a car wreck and 
have no insurance. 

As a sole proprietor 
where you own property, 
the plaintiff is entitled to 
collect against anything 
you own. 

If the property is in an 
LLC however, you don’t 
own the property, the 
LLC does. The Plaintiff 
is limited to collecting 
against you and your 
personal assets. 

So what type of LLC 
structure(s) work best? 

A single LLC is not  
sufficient. 

We don’t want the LLC 
that is conducting busi-
ness to own any assets 
when someone decides 
to sue. 

Multiple LLCs are  
necessary. 

One LLC is an asset 
holding company for 
real estate flips, another 
for buy-and-hold prop-
erties, and the last is the 
operating company. 

The first two hold the 
assets and never con-
duct any business. 

The operating company 
takes care of all business 
operations, just as if you 
had a property manager 
handling rental houses.
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5-series llc 55 The best holding 
company for real 
estate asset  
protection is  
the Series LLC. 

	File one tax return for 
the entire Series LLC 
structure.

	Maintain legal docu-
mentation to ensure 
corporate protections.

	Litigators know any 
lawsuit has little chance 
attacking a Series LLC.

with a Series LLC legal structure

Protect your
assets

The Series LLC allows you 
to file one tax return for 
what is legally treated as 
separate LLC entities. 

This is much simpler 
than creating a new LLC 
and tax filing for each of 
your properties, which is 
the standard approach. 

LLCs and Series LLCs 
can be complicated 
because accurate and 
formal corporate doc-
umentation must be 
maintained regarding 
taxes, meetings, min-
utes, stock certificates, 
operating agreement, 
etc. 

All this compliance is 
needed to ensure a 
court will recognize the 
LLC and allow the legal 
protections an LLC  
establishes.

While the Series LLC 
structure in Texas is rela-
tively new in Texas case 
law, there are strong 
indicators that it will be 
treated the same as it is 
in other states. 

How strong is the Series 
LLC in Texas? 

This legal structure 
hasn’t been challenged 
in state court cases in 
more than 20 years. 

Even if there was pos-
sibly a huge payout 
in successfully suing 
a Series LLC, litigators 
know any lawsuit likely 
won’t survive the legal 
strength of the Series 
LLC.

A Series LLC offers es-
sential asset protection 
for real estate investors. 

This legal entity can  
isolate assets from  
money-seeking litigators.

The Series LLC company 
structure is a powerful 
legal strategy for your 
real estate business.
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6-members
Proactive member 
structure reinforces 
corporate protections 
for an LLC

	An LLC goal is to guard assets 
by avoiding or withstanding 
lawsuits and judgments.

	Two-member LLC structure 
keeps you in control of assets 
and earnings.

66
Having a two-member 
LLC is advisable to ensure 
a court does not view 
your LLC as a sham and 
remove the corporate 
protections you have 
established.

The goal of an LLC is to 
protect assets by avoid-
ing or withstanding law-
suits and judgments.

A single member LLC–
just you in the LLC–may 
be viewed by the court 
as simply an alter ego of 
yourself using this cor-
porate entity as nothing 
more than legal self-pro-
tection. The court could 
remove the corporate 
protections of the LLC 
and leave your assets 
vulnerable to judgment.

A two-member LLC is 
an advisable option to 
consider. This structure 
could ensure the corpo-
rate protections of the 
LLC are upheld against 
legal action.

For example, you could 
pick your best friend or 
a relative and give them 
1 percent non-voting, 
non-saleable interest 
in the company. They 
would not be entitled to 
distributions interest.

It may appear you’re 
giving away part of your 
company, but in reality, 
this small amount of 
interest from earnings is 
a minor price to pay to 
guard against a court re-
moving LLC protection.

Everything needs to be 
in writing.

Your friend or relative 
would need to agree to 
be bound by the corpora-
tion with all obligations, 
rights and ownership 
clearly understood by 
all parties. This would 
require them to sign the 
operating agreement, 
receive stock, etc., to 
ensure the court does 
not regard the interest 
distribution as a legal 
charade.

With this two-member 
LLC structure, you’ll still 
be in full control of assets 
and earnings.

ProPer llc member 
structure Protects 

your comPany
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7-anonymity77 This advanced 
strategy is used 
to hide your assets 
whereas prior  
business structures 
we talked about 
served to protect 
the assets from 
lawsuits. 

	Anonymity hides per-
sonal information and 
assets using a trust.

	Anyone with a lawsuit 
judgment will be frus-
trated trying to find 
assets protected by a 
trust.

	Real estate deeds and 
other property can be 
placed in a trust.

	A trust guards against 
prying eyes of litigators.

Judgment holders can’t collect against assets  
if they can’t find the public records.

did you realize?

Anonymity is defined by 
hiding personal infor-
mation and assets from 
public sources. 

The legal entity used to 
achieve anonymity is a 
trust. Trust documents–
along with the trust 
owners & beneficiaries–
are private and do not 
require public disclosure 
in Texas. 

Someone searching for 
the owner or beneficiary 
of a trust can’t discover 
this information in public 
records.

Anonymity provided by 
a trust confounds any 
judgment holder seek-
ing to find assets they 
want to collect against. 

Enforcing a judgment 
against assets held in a 
trust is an uphill battle. 
Trusts in Texas do not 
have to be registered 
with the state unless 
they are conducting 
business, thus informa-
tion in public filings is 
obscured since nobody 
will know anything 
more than the name  
of the trust. 

Names of people asso-
ciated with the trust are 
kept hidden. 

The deed to real estate 
or other property can be 
placed in a trust. 

Combine a trust with 
an LLC (the anonymous 
trust would own the 
LLC) and you’ve created 
a wall of anonymity to 
ward off creditors.

When developing an 
asset protection  
strategy, a trust plays  
the keystone role in 
achieving anonymity. 
Real estate investors 
can be confident a trust 
guards against prying 
eyes of litigators.



18 19

8-delaWare
A Delaware Statutory 
Trust (DST) provides 
flexible asset protec-
tion & federal income 
tax advantages.

	This legal entity for real estate 
investors rivals an offshore  
account.

	Anonymity, lawsuit protection, 
flexible ownership and tax  
advantages let you operate  
like “the big boys.”

	Initial cost is higher, but legal 
protection is arguably greater.

88
delaWare statutory 

trust establishes strong 
legal Protections

Like a series LLC, a 
Delaware Statutory 
Trust (DST) allows you 
to establish a series of 
investments inside this 
legal entity. 

A DST can have single or 
multiple member own-
ership structure just like 
an LLC. It is structured 
to allow owners to have 
beneficial interest in the 
DST for federal income 
tax purposes.

Using a DST for real 
estate asset protection 
is as good as an offshore 
account in many  
respects. 

Along with consider-
able protections and 
anonymity, the DST 
provides fluid control  
of investments.

Instead of owning prop-
erty directly, investors 
own a percentage inter-
est in the DST itself. 

Since you don’t have to 
own an entire house, 
you can diversify more 
easily. 

The DST also allows 1031 
exchanges (selling one 
property then buying 
another “like-kind prop-
erty” while deferring 
capital gains taxes.)

How attractive is a DST 
to owners and investors? 

A DST is a legal struc-
ture that the “big boys” 
are exercising to their 
advantage because it 
allows for anonymity, 
lawsuit protection and 
tax advantages.

Up-front costs for a DST 
are higher than an LLC. 

The costs are offset by 
arguably greater asset 
protections & the ability 
to work with investors. 

The added benefit of 
being able to exercise 
1031 exchange trans-
actions makes this an 
attractive option for 
your asset protection 
strategy.
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9-estate Planning99 If you don’t have 
an estate plan, 
some greedy  
relative or probate 
court could bleed 
your estate dry.

	A rock-solid estate plan 
gives you and your heirs 
peace of mind.

	Everyone needs a will.

	Proactive estate plan-
ning protects assets in 
the event of a lawsuit.

	An estate plan that 
includes a living trust 
keeps probate court out 
of your family business.

control assets in life and death

estate Planning

Your estate plan needs 
to be rock-solid to make 
sure your wishes are 
met after your pass on. 
Most people believe a 
will is enough to handle 
everything once they 
die. It’s not, and a will 
can be almost as bad as 
passing away with no 
instructions about your 
estate.

Even with a will, final 
directions for your es-
tate could be contested. 
Probate court always 
has something to say 
about your assets after 
death, will or no will.

Make the decision to 
establish an estate plan 
that includes a living 
trust. With a living trust 
the people you select 
take immediate control 
of your estate after you 
pass away. A living trust, 
sometimes called a “re-
vocable trust,” is a legal 
document that controls 

a client’s assets while 
living and after death.

During the client’s 
lifetime the living trust 
establishes the client 
as trustee–the person 
who controls the trust. 
The living trust contains 
the client’s will, called 
a “pour over will.” This 
pour over will contains 
all directions instructing 
the trustee how to ad-
minister the living trust.

The client is the ben-
eficiary and receives 
all benefits from the 
living trust. After death, 
a successor trustee is 
responsible for ensuring 
assets are distributed to 
all beneficiaries or heirs 
according to the direc-
tions of the living trust.

The living trust stops 
probate court from 
ruining your estate 
planning. As an exam-
ple, if you died owning 
a rental real estate 

property and you had 
a will–or no will–then 
your estate would be 
placed in probate court. 
Delays from the court 
could leave the property 
in limbo with no one to 
collect rent, maintain 
insurance, or pay the 
mortgage.

In contrast, if you have 
a living trust at the time 
of death, your designated 
successor trustee  
immediately takes over 
management of the 
rental property. The living 
trust ensures benefits 
from assets are distrib-
uted to heirs as you 
decided. The court must 
accept the living trust as 
a legal document and 
follow its instructions.

Combine a living trust in 
an asset protection plan, 
such as the Series LLC, 
to maintain and protect 
your personal and busi-
ness legacy.
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10-comPliance
Legal compliance is a 
necessary pain for your 
business.

	Your business must follow 
state, federal and tax laws.

	Don’t do this on your own–
let qualified professionals 
manage requirements.

	Time is money.

1010
compliance is required or lose legal protections

face reality

Real estate investors 
need to face the facts:  
if you don’t maintain 
compliance for your 
entity, such as an LLC, 
you will lose the legal 
protection it grants. The 
pain of legal compliance 
is an ongoing struggle 
but failing to follow reg-
ulations can cause asset 
protection to crumble in 
court.

Fortunately, you can off-
load the pains of com-
pliance and let a third 
party track all necessary 
details. Removing this 
burden frees your time 
and energy so you can 
pursue valuable ven-
tures such as real estate 
investing.

Compliance means fol-
lowing state and federal 
laws, and IRS rules.

If your legal plan doesn’t 
keep up, you and your 
valuable assets can be 
at risk. There is little 

point in having an asset 
protection strategy if 
it crumbles because of 
noncompliance.

Experienced profession-
als can help manage all 
requirements.

Attorneys and certified 
public accountants 
must constantly update 
their knowledge on the 
various legal require-
ments for your real 
estate business. These 
professionals play a 
vital role in guarantee-
ing that your assets are 
well-defended from the 
threat of lawsuits.

Your compliance plan is 
an investment in your 
real estate business and 
should be defended like 
any other investment.

Time is money, my 
friends. It’s your most 
limited resource and 
you need to invest it 
wisely. Is learning the 
nitty-gritty details of 

compliance really how 
you want to spend your 
most valuable asset?

Wise investors enjoy the 
world of real estate and 
leave the compliance 
craziness to the profes-
sionals.

Tasks that could take 
you too many hours, 
such as figuring out the 
appropriate amount of 
franchise tax due and 
how to file it, can be 
done much faster by an 
experienced attorney. 
This service–which once 
was only available to 
those rich enough to 
have an entire “office” 
of attorneys–is now 
affordable to our clients 
for only the cost of a 
few billable hours. That 
leaves more time for you.

For your asset protection 
plan, let the professionals 
handle compliance and 
other legal paperwork.
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Below are the top 5 action items that you should   
take to ensure protection of your assets.

fiVe action item 
takeaWays

11 22 443 53 5If you’re not insured, 
get insured.  
Insurance provides 
valuable protection 
against frivolous  
litigation.

Use multiple LLCs 
(or a Series LLC) to 
develop a holding 
company for flips; a 
holding company for 
buy and holds; and 
an operating com-
pany for contracts, 
property purchases, 
collecting rent, etc.

Comply with all 
regulations and 
laws. If your corpo-
rate paperwork and 
formalities aren’t 
maintained correct-
ly, it doesn’t matter 
what legal strategies 
you use. Compliance 
ensures your asset 
protection plan will 
actually protect you.

NEVER hold assets in 
your name. Wealthy 
people don’t own 
property, they con-
trol it. Think like the 
wealthy to build 
wealth.

Cost of an asset pro-
tection plan is far less 
than attorney fees for 
a single lawsuit. Real 
estate is the highest 
litigated industry. In 
this business it’s not 
a matter of IF you will 
get sued, but WHEN. 
Being “nice” and “hon-
est” won’t keep people 
from suing you.
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ready to safeguard your 
 assets from litigation?
We’re here to helP.

introducing  
royal legal solutions

At Royal Legal Solutions 
we take every investor’s 
asset protection very  
seriously and we’d love 
to speak to you about 
your needs. 
 
Visit our website to learn 
more and schedule your 
initial consultation with 
our expert staff.

royallegalsolutions.com

Royal Legal Solutions  
is a boutique law firm 
focused on protecting 
real estate assets of 
clients throughout the 
United States & Canada. 

Founding attorney Scott 
Smith is a real estate 
investor himself and has 
learned that keeping 
wealth is just as import-
ant as building wealth. 

All our clients are real 
estate investors, and 
everything we do focus-
es on protecting their 
hard-earned assets. 

Before opening Royal 
Legal Solutions, found-
er Scott Smith was an 
aggressive litigator who 
sued major insurance 
companies. 

He knows firsthand the 
tactics plaintiffs’ attor-
neys use to win lawsuits. 

Scott brings this knowl-
edge to bear when set-
ting up business struc-
tures to protect assets. 

Royal Legal Solutions 
analyzes your individual 
situation and develops 
nuanced legal strategies 
to protect your property 
to the greatest extent 
possible while saving 
money in taxes and 
state fees. 

You don’t need to be a 
millionaire to benefit 
from the right asset 
protection system for 
acquiring property and 
guarding assets. 

Our clients range from 
first-time investors to 
seasoned real estate 
professionals with a 
broad portfolio of  
properties.

https://royallegalsolutions.com/product/consultation/


your legal authority
for aggressiVe,  

cutting-edge
Wealth PreserVation

2400 East Cesar Chavez Street, Suite #208, 

Austin, Texas 78702

Phone: 512-757-3994  

Fax: 512-842-9373

www.royallegalsolutions.com
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