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DISCLAIMER

The material in this Product is general comment only, and neither purports nor intends to be advice. Users should not act 
on the basis of any matter in this Product without considering professional advice with regard to their own circumstances. 
The author and publisher expressly disclaim all and any liability to any person, whether a purchaser of this Product or not, in 
respect of anything and of the consequences of anything done or omitted to be done by any such person in reliance, whether 
whole or partial, upon the whole or any part of the contents of this Product.

IMPORTANT LEGAL INFORMATION

We’d like for you to have the best possible benefit from this Product and we truly hope to see you go on and achieve your 
wealth creation goals. However, before we go any further, there are a few legal issues which we must state for both your and 
our protection.

1. Does the information in this Product constitute advice?

This Product is intended to provide general details on how the various presenters invest in real estate in the U.S. As such, the 
course content and written notes do not constitute specific investing, accounting, legal or financial advice, rather they are 
general educational resources presented with the aim of helping you to improve your investing skills. Accordingly, it will be 
necessary for you to consult with your own legal, accounting and other advisers to ensure that the concepts you learn from 
this Product can be tailored to your specific needs.

Please note that PropertyInvesting.com Pty Ltd and the other speakers featured on the Product do not hold an Australian 
Financial Services Licence and do not intend to provide financial advice. This will preclude PropertyInvesting.com Pty Ltd 
and other speakers from recommending specific financial products, specific investments or attempting to sell you financial 
products.

2. What are the risks involved?

You should also be aware that successful U.S. real estate investing requires the application of diverse skills and significant 
effort. Like any investment, there exists an element of risk – including the risk of financial loss. Only you can assess whether 
or not you have those skills together with the ability to manage the ongoing inherent risks.

3. Acknowledging the law changes!

This Product is presented based upon the known laws of Australia and the U.S. No doubt you appreciate that these laws 
may change without notice – in particular, governments regularly change laws pertaining to income tax. If you plan to invest 
then you need to acknowledge that you will have to obtain specific legal and accounting advice to ensure that information 
presented in this Product is appropriate in your country/state/territory/country. 

4. Your acknowledgment.

By reading, using or retaining these notes, and by watching, using and retaining the DVDs, you certify that you have read, 
understood and consented to the terms of this disclaimer document. Specifically, you:

•	 Agree and accept that the information provided does not constitute financial advice

•	 Understand there are risks, including the risk of financial loss, inherent in any investment and property is no different

•	 Acknowledge that it may be necessary to seek paid professional advice in order to apply this general investing content 
to your own specific circumstance.
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Introduction

 
Dear Fellow Investor,

Australians have long had a special affinity with the United States of America. We’ve 
fought together in wars, and, of course, movies and TV shows from Hollywood have 
helped us to assimilate U.S. culture with our own. 

Just like ‘movie-portrayed’ Australia doesn’t look much like our daily reality (after all, 
kangeroos don’t live in my backyard, and I don’t normally carry a knife), so too is day-to-
day life in the U.S. rather predictable and unexciting. Just like in Australia, in the U.S., most 
wives aren’t desperate, most hospitals don’t have action-packed emergency rooms, and 
most folks get up in the morning, go to work, come home in the evening and go to bed.

However, there is one thing about day-to-day life in the States that is quite different to 
Australia – something caused by a recent event that has caused a profound shift in the 
attitudes of most Americans – the global financial crisis.

In Australia, we have been relatively unaffected. Not so in the U.S. In Florida, for instance, 
where I have focused my investing, unemployment is well above 10% and property 
prices have dropped by as much as 80% (yes… 80%!) since a market peak in 2006.

Given the fall in real estate values, it’s shocking but not surprising that everyone I met on 
my last trip over either owns, or knows someone who owns, a property whose mortgage 
greatly exceeds its value. No exaggeration… everyone!

With this in mind, is now the right time to be thinking about investing in the U.S. 
property? Well, with the Australian dollar so high, and U.S. properties so inexpensive, and 
while U.S. citizens are grappling with a housing crisis, the conditions are favourable for 
Aussie investors to acquire U.S. properties that deliver impressive cash flow returns.

USA Property PowerPack
PropertyInvesting.com is pleased to provide you with this interesting, insightful and 
comprehensive resource – written specifically for Aussie investors.
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The information in this product was sourced from my own investing experience – both in 
Australia and the U.S. – and from the insights of expert investors and advisers. When pieced 
together, I believe USA Property PowerPack delivers a step-by-step outline explaining how to 
create and maintain a powerful portfolio of positive cash flow U.S. property.

USA PowerPack contains the following components:

1. Four DVDs
 In December 2010, PropertyInvesting.com held a special ‘closed’ two-day seminar 

for a small group of VIP clients. In it, we explained in step-by-step detail how Aussie 
investors can understand, find, buy and profit from U.S. tax liens and U.S. property.

 Luckily for you, this event was recorded and the four DVDs in this product contain 
the professionally edited video footage. These DVDs should work on all DVD 
players. However, if you are having problems, try watching it on your PC using VLC 
media player. It’s free and you can download it from: www.videolan.org/vlc.

2. Expanded workbook
 After the seminar, I spent many weeks writing this comprehensive workbook.

 In it are copies of all the important PowerPoint slides, plus vastly expanded 
commentary in the form of ‘Further notes’. Space is also provided so you can make 
your own notes, and from time to time, you will find thought-provoking questions 
that you should try to answer.

 Also included in this workbook is an appendix that contains: 1) a contract to 
purchase real estate, 2) a HUD1, 3) a lease, 4) a rental listing agreement and 5) a 
summary of the how each state handles tax liens and tax deeds.

Getting started
Although there are numerous ways to progress through this product, I recommend 
watching the video first. Not all of it in one go… but session by session. As you do, make 
your own independent notes based on what you see, hear and think. 

After watching each session (and making your own notes), pause the video and read the 
‘Further notes’.

Remember, the PowerPoint slides you will see on the video are also in this workbook. 
Space is provided under each slide so you can record the time when it referenced on the 
video. This will keep you awake and also help you locate the slide/footage should you 
ever want to view it again.

Thank you!
On behalf of all the team at PropertyInvesting.com, thank you for your purchase. We 
sincerely hope you find this resource insightful and helpful, and look forward to being of 
more help in the future.

Sincerely,

Steve McKnight

P.S. With the preliminaries over, it’s time to begin. Grab a coffee and some blank paper  
 (for your notes), insert DVD 1 into your DVD player and look at page 7.
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Further notes

Preparation is the key to ensuring you get the best benefit possible from the investment 
you’ve made in buying this resource. With that in mind, here are three helpful tips: 

1. The video footage was sourced from a live seminar that ran over two days, and it 
will take you at least 12 hours without a break to watch all four edited DVDs. Such 
a herculean cramming feat is not recommended. A much smarter approach is to 
progressively work through the content at a pace you can comfortably manage.

2. Make sure you allocate ‘good quality’ time to watching the DVDs. This means you 
should set aside time when you are mentally alert and watch the video in a place 
where there are minimal distractions so you can concentrate, absorb, and above 
all… think.

3. Is there someone you want to watch these DVDs with, or work through this 
workbook with? If so, you will need to co-ordinate a time and place where you are 
both available. 

Your notes

Use the table over the page to document your plan for progressing through the DVDs and workbook.

       TIMING: DVD  ……………………………… Approx. time  …………………………………………
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Session DVD ref. Approx. 
minutes

Date 
deadline

Introduction 
 Day 1

DVD 1
Chapter 1 3:49 mins  / /

Session 1 
 Risks & rewards

DVD 1
Chapter 2 47:31 mins  / /

Session 2 
 Six easy steps to setting up

DVD 1
Chapter 3 45:19 mins  / /

Session 3 
 Capital management

DVD 1
Chapter 4 19:18 mins  / /

Session 4 
 Investing in tax liens

DVD 2
Chapters 5–8 1:28:17 mins  / /

Session 5 
 Direct property ownership

DVD 2
Chapter 9 1:14:33 mins  / /

Day 1 Debrief 
 and Tommy’s U.S. MasterMind

DVD 2
Chapter 10 17:41 mins  / /

Session 6 
 Introduction and hotseats

DVD 3
Chapter 11 34:26 mins  / /

Session 7 
 Tenancy, management & selling

DVD 3
Chapter 12 30:41 mins  / /

Session 8 
 Live due diligence case study

DVD 3
Chapter 13 34:26 mins  / /

Session 9 
 An Aussie investor in the U.S.A.

DVD 3
Chapter 14 33:45 mins  / /

Session 10 
 Stu Silver:  
 Investing in mobile homes

DVD 3–4
Chapters 

15–16

38:47 mins 
&  

52:03 mins
 / /

Session 11 
 James Simango:  
 Accounting & tax

DVD 4
Chapter 17 1:28:42 mins  / /

Session 12 
 Q&A

DVD 4
Chapter 18 32:02 mins  / /

Day 2 
 Debrief

DVD 4
Chapter 19 9:42 mins  / /
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Further notes

This product aims to alert you to various direct and indirect real estate investing 
opportunities in the U.S.A. While there isn’t enough time to cover everything you need to 
know about every strategy, after working through this product you will be surprised how 
much your investing skill and sophistication have increased.

Although the focus is on U.S. property, many of the principles discussed can be applied 
to overseas investing in general – and even Australian real estate.

Our bias is towards investing in U.S.A. property with the aim of earning impressive 
positive cash flow outcomes. How impressive? Well, the reward needs to be sufficient to 
justify all the extra risks involved with buying property in a foreign country and managing 
it from afar.

Your notes

1. What do you think takes more skill – buying overseas property, or managing it after you’ve bought 
it? Given your answer, is buying or managing more important to your long-term wealth creation 
success?

2. Nominate an initial annual net (i.e. after all expenses) percentage return you want to achieve from 
your U.S. investing activities (for example, 5%, 10%, 15%).

    TIMING: DVD  ………………………………… Approx. time  …………………………………………  
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Further notes

Now you know my goal for creating this product, spend a few moments thinking about 
what knowledge, information or outcomes you would like to achieve from working 
through the DVDs and workbook.

This is an important exercise, because if you can identify what it is you want to learn 
or know, you have an increased chance of finding a suitable answer. You may like to be 
general and talk about broad topics (e.g. ‘What is a tax lien?’), or you may want to be 
more specific (e.g. ‘I want to learn about title insurance.’)

There is no right or wrong answer… just have a go.

Your notes

My goals:
1.      

2.

      

3.      

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

The source of the video footage was a live two-day seminar, with these additional notes 
added later on during the creation of this workbook.

The course content delivered at the seminar was structured so that Day 1 was more 
theoretical in nature, and Day 2 more practical and illustrative.

Some of the content sessions may be heavy going, but persevere as best you can, 
because the information is extremely relevant and critical to your success in creating and 
maintaining a successful U.S. property portfolio. 

There were some slight modifications to the topics on Day 2, and so this slide is a little 
different to what was shown at the live seminar.

Your notes

Are you someone who is more interested in the ‘deal’, or are you more of a ‘details’ person? Whichever 
is your strong suit, be aware that you will favour your passion, but it is your weaker side that is more 
likely to lead to financial loss. Don’t miss out on the opportunity to build on your strengths but also fine 
tune areas where you can improve. Take a moment to list the areas in which you feel you are weakest.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

In addition to the presenting done by me (Steve McKnight), several guest speakers 
appear on this DVD, including:

•	 Tommy	Senatore	(www.TaxLienAndDeed.com)
 Tommy is a property expert who has provided training for Kiyosaki and Trump. 

He was also employed as a para-legal for a law firm that specialised in tax lien 
investment. Today he runs his own training company called TLD International.

•		 Aran	Dunlop
 Aran is an Australian who left his homeland to pursue investing opportunities in 

the U.S. He is based in Florida and is concentrating on creating and maintaining a 
portfolio of positive cash flow investments.

•		 Stu Silver (www.TheMobileHomeMan.com)
 Stu Silver is a man who has done just about everything possible in real estate. 

Professionally qualified and with decades of experience and training, Stu owns an 
extensive portfolio of properties – including several mobile home parks.

•		 James Simango (www.usTaxCentral.com)
 With accounting qualifications that include being a C.P. A. in the U.S. and a C.P. A. in 

Australia, James is well qualified to alert and advise Australians on the issues they 
need to think about and prepare for when investing in U.S. property.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

It may sound strange, but Session 1 is designed to talk you out of investing in the U.S. 
by providing a warts-and-all look at the very real risks foreign investors face when buying 
property abroad. It’s not all bad news, though – there are juicy rewards on offer too.

Hopefully you will see that the underlying theme of this session is:

Do the upsides outweigh the downsides by enough of a margin to  
warrant the extra effort and risk associated with overseas investing?

While the U.S. is the point of reference, the principles explained here can be applied 
more broadly to all overseas investing.

Your notes

1. What do you hope to get from investing in the U.S. that you can’t get from investing domestically? 
 

2. What do you think your biggest risk will be?

    TIMING: DVD  ………………………………… Approx. time  …………………………………………    
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Further notes

Many people who bought my first book (or who are lucky enough to have the revised 
edition) are extremely interested to read how I bought my first investment property in 
1999 for $44,000, and how I was able to achieve a positive cash flow outcome by initially 
renting it out and then later selling it on vendor finance. They are also captivated by the 
story of achieving freedom from having to work (i.e. financial independence) by securing 
income streams from positive cash flow properties.

Quite often, people will say to me, ‘Steve, if those properties were available today I 
would definitely buy them.’ And therein lies the problem… finding positive cash flow 
properties in Australia (assuming you want to borrow 80%+ of the purchase price) is 
now extremely difficult, because prices have risen far in excess of the increase in rents.

That’s not to say positive cash flow outcomes in residential Australian real estate are 
extinct. You can still ‘make’ them by being creative or leaving more money down, but 
going out and ‘buying’ a positive cash flow property is proving more and more difficult.

Your notes

How do you feel about the prospect of achieving financial independence through positive cash flow 
property?

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

I think there’s a misconception about how easy it was to find positive cash flow properties 
when I started investing in 1999. I spent days, if not weeks, in looking for such properties 
in the Melbourne metropolitan area and came back with no leads at all – nothing!

It wasn’t until I went to Ballarat that opportunities emerged. But even then, it was a part 
of Ballarat where there was a large concentration of ex-government 1950s and 1960s 
commission homes, which had been originally trucked onsite in halves and assembled 
(such houses would be called ‘manufactured homes’ in the U.S.). Due to significant price 
increases, those homes are no longer cash flow positive today. However, the idea of buying 
positive cash flow property is alive and well and in abundant supply in many locations in 
the U.S. That’s not to say buying and managing the profit will be easy or risk-free.

The important conclusion I’ve reached is that although there are technical differences 
between investing in Australian and U.S. property, there aren’t any conceptual differences 
between the opportunity that existed for positive cash flow property in Australia in 1999 
and the opportunity that exists right now in the United States of America.

Your notes

If zero means ‘not interested at all’, what score out of 10 describes your current interest in U.S. property?

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

Achieving a positive cash flow return is the clear winner when it comes to reasons why 
you might be interested in investing in U.S. property. For example, here’s a sample deal 
of a property that we made an offer on just before the live seminar.

  

Before going on, pause the DVD and take a few moments to describe the property you 
see in the picture above by listing the physical attributes of the house (imagine you were 
describing the picture to a blind person).

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes (cont’d)

Here are some hints to get you going: 

1. How many bedrooms do you think it has? How many bathrooms?

2. Describe what the house is built out of (guess if you have to).

3. Describe what condition the house is in.

4. What sort of people would live in the house (singles, family, etc.)?

5. Where would the cars be parked? How many would fit? Is it secure?

6. Make a comment about the size of the front and back yards.

7. Does this house look too different to others in or near to where you live?

8. If this house was in your neighbourhood, what would it cost to buy, and what 
would the weekly rent be?

The statistics below are from the Lee County property appraiser’s website.

These statistics show the movement in values as independently assessed by the 
property appraiser. The values are calculated for property tax purposes (a near enough 
equivalent to values put on Aussie homes, and upon which council rates are levied).
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Further notes (cont’d)

Notice how values boomed from 2005 until 2008, and then collapsed? The value in 2010 
was lower than at any time in the past 18 years.

Rentometer.com is a website that you can use to estimate the likely rent based on other 
rental properties in the area. It is more of a guide than absolute guarantee. As you can 
see, for a three-bedroom dwelling at this address, a monthly rent of $700 seems like a 
‘good deal’ against a median of $900 a month (the arrow pointing to $900).

	  Our initial offer to buy this property was $19,000. Here’s a summary of the budgeted 
cash flow return per annum:

Cash Down

Purchase Price $19,000

+ Closing Costs $500

= Cash Down $19,500

Cash Back

Rent $8,400

– Property Taxes $700

– Insurance $800

– Maintenance $500

= Cash Back $6,400



© 2011 PropertyInvesting.com | PAGE 19

Further notes (cont’d)

Cash Flow Return

Cash Back $6,400

÷ Cash Down $19,500

x 100

= Cash on Cash Return 32.82%

Your notes

What do you think of this return? Do you think a property investment like this would exist in Australia?
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Further notes

As shown in the graph on the next page, the Australian dollar (AUD) is at a near post-float 
all-time high. Comparatively, your Aussie dollar now buys more U.S. property than at any 
time in the past 25 years. Our dollar is at historical highs because our economy is seen 
to offer better returns than the U.S. This ‘superior’ buying power could continue, but it is 
unlikely to hold once the U.S. economy regains its momentum. When this happens, the 
U.S. dollar (USD) will strengthen. This means the opportunity to buy in the U.S. is as good 
now as it has ever been since the dollar was floated. But who knows how long it will last?

Your notes

If you wanted to buy $100,000 worth of U.S. property, calculate how many Australian dollars you would 
need at the exchange rates shown below (helpful hint: divide $100,000 by the USD amount):

Conversion rates AUD needed Conversion rates AUD needed

1 AUD buys 0.40 USD $ 1 AUD buys 0.90 USD $

1 AUD buys 0.75 USD $ 1 AUD buys 1.05 USD $

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

If a foreign buyer bought your home, would you want to be paid in their native currency – 
yuan, peso, rupee etc.? I doubt it, and so I’m sure you understand that when you buy U.S. 
property, the seller will want to be paid in United States dollars (USD).

Just like you can buy milk and bread, you can also buy United States dollars. Doing so 
means you enter into a foreign currency exchange (where you sell your Aussie dollars 
and buy United States dollars). As the graph above reveals, the value of one Australian 
dollar (AUD) compared to one USD varies over time. Back at the turn of the century (i.e. 
the early 2000s), it took about two Aussie dollars to buy one United States dollar. At the 
time of writing we are very close to one Aussie dollar buying one United States dollar. 

All major banks have foreign currency desks and will be able to either sell foreign cash or 
else arrange for a wire transfer of foreign money into your desired foreign bank account.

Your notes

There is no way of knowing for sure, but what do you think will happen to the exchange rate between 
the Aussie and U.S. dollars? Will the Aussie dollar will become more powerful, or will the U.S. currency 
improve? How does your expectation impact your immediate investing plans?

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

The leading measure of U.S. home prices are the S&P/Case-Shiller Home Price Indices. 

The graph below tracks this index (source: The Economist) and reveals that U.S. property 
values fell sharply in 2008 and 2009, before recovering slightly into 2010.

   TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Your notes

1. Take a moment to google ‘S&P/Case-Shiller Home Price Indices’. What is the recent trend in U.S. 
home prices? What is the outlook?

2. What do you think will happen to the U.S. dollar once the U.S. economy and property prices 
recover? How will that help or hinder your investing plans?

Further notes (cont’d)

However, the recovery seemed short-lived, as the trend has turned negative again. At the 
time of writing the following article had appeared on Bloomberg:

The S&P/Case-Shiller index of property values fell 0.8 percent from October 2010, the biggest 
year-over-year decline since December 2009, the group said today in New York. The decrease 
exceeded the 0.2 percent drop projected by the median forecast of economists surveyed by 
Bloomberg News. 

A wave of foreclosures waiting to reach the market means home prices will remain under 
pressure in 2011, representing a risk to household finances. Federal Reserve policy makers this 
month said “depressed” housing and high unemployment remained constraints on consumer 
spending, reasons why they reiterated a plan to expand record monetary stimulus. 

“We’ll remain in negative territory for several more months,” said Dean Maki, chief U.S. economist 
at Barclays Capital Inc. in New York, who forecast a year-on-year drop of 1.3 percent. “The housing 
market does remain weak and none of the recent data suggest a substantial pickup.” 

Judging by the comments in the Bloomberg article, it appears unlikely that U.S. property 
values will increase dramatically in 2011, and this means that we should not assume any 
capital growth. In fact, it is more likely that prices will fall than rise in the near future. 

So, should we defer our investing decision to happier times? You could, but my 
expectation is that once property prices start to rebound, they will do so sharply.

The great opportunity on offer now exists because the U.S. property market is in the 
doldrums. Once real estate prices and the economy recover, you will have a more certain 
investing climate at the expense of such good buying opportunities.

There is no such thing as the perfect market, or the perfect time to buy. There is only 
now, and the opportunities that are available to you. It’s up to you to make the most of 
them.
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Further notes

This property is a five-plex – five one-bedroom units split across two buildings on one 
title. One building has three units, the other building has two. It is in Fort Myers, Florida.

As a general rule, the more streams of income a property has, the better the protection 
against vacancy risk. Consider this: if you have a single-family home, you lose all your 
cash flow if the tenant moves out. But if you own a multi-family home, you can have one 
tenant move out and still earn cash flow from the other dwellings. In this example, there 
are five tenancies and five streams of income.

Aside from offering an impressive rental return, the property provides an excellent 
illustration of just how far property values have fallen in Florida. The last genuine market 
sale price for the property was $250,000 
(before the bank repossessed it for $3,300).

The graph on the right (taken from the 
property appraiser’s website), shows how 
values for property taxes rose sharply before 
falling off the cliff – a fall of 88.4% from the 
peak. The current assessed value is just 
$24,904. It’s not difficult to see how hard 
the current economic times have been on 
homeowners, investors and the lenders who 
financed their purchases.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

The internet has made investing from afar substantially more feasible and accessible. Not 
long ago (and it is still the case in the majority of cities in the U.S.), investors wanting to 
buy tax liens had to appear at the auction in person, and those wanting to buy tax deeds 
or mortgage foreclosures had to be in the courtroom as the auction unfolded.

A new trend is emerging, though, which is seeing more and more counties holding their 
mandated tax lien and foreclosure auctions online.

Lee County in Florida is leading the way, and it won’t be long before other counties follow 
suit. Why? Because it opens up their markets to more competition, ensuring a better deal 
for the client (as the increased competition results in the property owner being charged 
less interest) and a better deal for the county, as it is able to collect the property taxes it 
needs to run its services (as increased competition means that fewer liens remain unsold).

The evolution of the internet will continue to create many new opportunities, and at the 
same time, close others. For example, the opportunity to create a profit by turning up in 
person at mortgage foreclosure auctions and doing a deal with the financier has ended in 
counties that now auction such properties online.

While the increased competition closes some doors, the increased convenience means 
overseas investors are now able to participate without having to appear in person. 
Furthermore, over time, as more counties go online, the available supply will dramatically 
increase too.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

You don’t need a lot of expensive equipment to start your international investing empire. 
The basics you need are:

1. A computer
 These days you can pick up a home computer and flat-screen monitor pack for 

under $1,000. Unless you plan to do other tasks that require more grunt, you don’t 
need fancy graphics cards or loads of extra RAM.

2. Laser printer
 Don’t make the mistake of using a cheaper inkjet and then paying through the 

nose for ink refills. Invest a little extra cash and buy a faster and ultimately more 
economical laser printer.

3. High-speed internet
 If you’re still on the ark with dial-up internet (or worse – have no internet all), 

then it’s time to upgrade to either cable or DSL. There are many internet service 
providers (ISPs) who can help, including Telstra, Optus, iPrimus, etc. It’s a good 
idea to have at least 2GB of data (bandwidth) each month.
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Your notes

How do you plan to communicate with your contacts in the States? What computer hardware and 
software do you need to allow this to happen?

Further notes (cont’d)

4. Skype (& headset) or magic jack
 Skype (a free download) allows you to make telephone calls (voice and video) over 

the internet for free to other Skype users, or for a small cost to any third-party 
landline (voice only).  (www.skype.com)

 Alternatively, you can buy a ‘magic jack’ that allows you to call anywhere in the 
U.S. for free after paying a small annual fee, and also gives you voicemail and a 
U.S. phone number. (www.magicjack.com)

5. Email
 Your internet account will usually come with a number of free email accounts; 

alternatively, Hotmail and Gmail offer free accounts. You may need some help 
setting them up, so call a tech-savvy friend to assist!

6. Scanner
 Finally, as you will be sending documents back to the States, you will need a good-

quality (and easy to use) scanner. If you can, get one with a document feeder, as it 
is a pain to feed each page in one by one. You may be interested in getting a multi-
function unit that scans, prints and photocopies. That’s fine, but avoid the inkjet 
models.
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Further notes

Let’s now consider the reasons why you shouldn’t invest overseas – the first and 
foremost being the time differences and sheer physical distance.

In terms of time difference, the U.S.A. is somewhere between 16 and 19 hours behind 
Australian time, and this means:

1. Unless you want to get up in the wee small hours of the morning, there is only a 
small window of a couple of hours where it is evening here and morning there, or 
morning here and afternoon there. 

2. A flight to Los Angeles takes 14+ hours and will cost you over $1,000 (plus 
domestic connections), so it’s not possible or feasible to quickly drive on over 
and personally ‘fix’ the day-to-day problems that crop up with your investment 
properties. 

Your notes
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Further notes

Foreign ‘aliens’ do not have the same rights as U.S. citizens. For instance:

•	 There	are	restrictions	on	who	can	enter	the	country.

•	 Even	if	you	meet	those	requirements,	you	will	need	to	apply	for	permission	(called	
a visa – and not the credit card variety!) to enter the country.

•	 You	can	only	stay	for	a	finite	number	of	days.	

•	 You	are	restricted	as	to	what	you	can	do	while	in	the	country	(i.e.	if	you	plan	to	
work in the U.S.A., then you need to apply for a special class of visa).

•	 You	do	not	have	the	same	legal	rights	as	a	U.S.	citizen.	For	example,	you	might	be	
detained if your immigration status is questioned.

•	 You	will	not	be	eligible	for	a	social	security	number	(SSN),	and	so	you	won’t	have	
access to social security.

•	 Without	an	SSN,	you	will	find	it	difficult	to	borrow	money	in	the	U.S.	

•	 You	will	not	be	covered	by	any	state-funded	medical	insurance	or	welfare	safety	net.

If you plan to travel to the U.S., get good advice about travel insurance and how to 
acquire the correct entry requirements. In the States, be careful to comply with all the 
laws and be respectful at all times, remembering that you are a guest, not a citizen!
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Further notes

Further reasons against investing in the U.S. are:

•	 Different	currency
 As you need United States dollars, every time you send money over or bring it 

back you will be entering into a foreign currency exchange. The exchange rate will 
vary over time, so there is a risk that any profit you make will be eaten away by 
unfavourable exchange fluctuations.

 There is also added accounting complexity in tracking and bringing to account the 
exchange fluctuations.

•	 Growth	prospects
 As previously mentioned, the near-term growth prospects for U.S. real estate are 

poor, and there is a very real risk that any property you acquire will fall in value 
before it increases.

Your notes
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Further notes

Unless you plan to move to the United States, the only effective way to overcome the 
tyranny and difficulties of time and space discussed earlier is to establish and then 
maintain a good ‘on the ground’ team of U.S.-based advisers.

The need to rely on external advisers will strike fear into the hearts of investors who 
have tendencies to be control freaks, but it is the only workable solution to an otherwise 
vexing problem and forces you to approach your investing from a business perspective 
rather than as a hobby.

In fact, being somewhat snookered into a more ‘professional’ approach is ultimately very 
beneficial to your long-term investing plans, because it provides more room to increase 
the scale of your overseas investments since you aren’t doing the legwork. Instead, your 
job is to be the team manager.

Your notes

    TIMING: DVD  ………………………………… Approx. time  …………………………………………



PAGE 32 | © 2011 PropertyInvesting.com

Further notes

The three major risks foreign investors face are:

1. Currency risk

2. Management risk

3. Housing risk.

Let’s look at each in turn, starting with currency risk.

Every	time	you	send	money	to	a	foreign	country,	or	bring	it	back,	you	will	be	subject	to	
your funds being converted either to the foreign currency, or back to Aussie dollars. The 
value of the exchange is determined by two factors:

1. The exchange rate you negotiate (or are given); and

2. The transaction fee(s) charged by the entity doing the conversion.

A risk you face is that the exchange rate may deteriorate between the time you send the 
money over and the time you decide to bring it back, causing you to incur a financial loss. 
You may even find that your exchange loss wipes out any investment gain you make, or 
else increases any investment loss you suffer.
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Further notes

When you send money overseas, you sell Aussie dollars and buy foreign currency.

When you bring money back to Australia, you sell foreign dollars and buy Aussie dollars.

The exchange rate is the prevailing rate at the time, which is generally the wholesale rate 
as determined by the money market, less a margin as charged by the financial house 
doing the transaction (which is in addition to any other transaction fee charged).

Your notes

Think you have the buy and selling concept down pat? Test yourself by answering these questions:

1. If you bought a US$50 book on Amazon, what currency would you have to pay the seller in?

2. What currency would you be buying, and what currency would you be selling? 

3. How would the ‘exchange rate’ be determined?*

4. What commission is charged by your credit card company on that exchange rate?*

5. What other fee is charged by your credit card company?*

* You will need to contact your credit card company to find these out.
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Further notes

In this example, the exchange rate deteriorates because the Aussie dollar strengthens, 
and because fewer Aussie dollars are returned than were originally sent over, a loss is 
incurred.

Your notes

Have a go at working out the loss based on the following scenarios:

a. $1,000 sent over when AUD/USD = 0.80, and $1,000 returned when AUD/USD = 0.90

b. $25,000 sent over when AUD/USD = 0.95, and $25,000 returned when AUD/USD = 1.01

c. $100,000 sent over when AUD/USD = 0.75, and $50,000 returned when AUD/USD = 0.90, and 
$50,000 returned when AUD/USD = 0.95
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Further notes

In this example the exchange rate improves because the Aussie dollar softens, and 
because more Aussie dollars are returned than were originally sent over, a profit is made.

Your notes

Have a go at working out the profit based on the following scenarios:

a. $1,000 sent over when AUD/USD = 0.90, and $1,000 returned when AUD/USD = 0.70

b. $25,000 sent over when AUD/USD = 1.02, and $25,000 returned when AUD/USD = 0.95

c. $100,000 sent over when AUD/USD = 0.99, and $50,000 returned when AUD/USD = 0.92, and 
$50,000 returned when AUD/USD = 0.86
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Further notes

Although the foreign currency transaction begins when you send money overseas, the 
gain or loss on the exchange movement is only realised (i.e. becomes real) once part, or 
all, of the original sum is returned home. Up until then, any exchange gain or loss is only 
theoretical (i.e. unrealised).

Note: the trigger for taxation on the underlying property investment is not when you 
bring the money back, but rather the date when the property is sold or average rate 
across the year in the case of ongoing income, such as rental income.

If you were buying the asset in your own name, you would send the foreign funds to 
the appropriate authority handling your purchase – the county in a tax lien or the title 
company in a property purchase. You would then receive money once the asset was 
sold, or periodically if rental profits were made along the way. 

Once you set up a U.S. entity, you will want to send money to it so you have funds ready 
to invest. This initial transaction will be a loan from you to your U.S. entity. Your U.S. entity 
will then do the investing, and once the profit is made, will be in a position to repay the 
loan, plus pay out the profit made. The taxation consequences of this are complicated, 
so get advice tailored to your needs. 

Any realised exchange gain or loss will need to be recorded on your Australian tax return.
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Your notes

Who do you think pays the U.S. tax on profits made if you buy property in your own name in the U.S.? 

Who do you think pays the U.S. tax on profits made if you buy property in a U.S. entity you create?
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Further notes

From the time you send money overseas, up until the time you receive the money back, 
any exchange gain or loss is theoretical and called ‘unrealised’ (i.e. un-real).

Generally speaking, unrealised exchange gains and losses are not taxable. The only 
exception is if you operate in a business structure which is required to revalue its assets 
at year end. In this case, the exchange rate difference since the last revaluation will 
create a gain or loss which may be taxable even though money has not been sent back. 
Check with your accountant for more information.

Your notes
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Further notes

Once you have identified a risk, the smart thing to do is to try and reduce or eliminate it. 
There are five ways you can do this:

1. As much as you can, control the time when you send money overseas or bring it 
back to coincide with favourable exchange rates.

2. Send money over in parcels, rather than in large chunks. For example, let’s say 
you are sending US$100,000 over to the States to build your U.S. capital. In this 
case you might consider sending it over as five lots of $20,000 over five days (or 
weeks), rather than one lot of $100,000 in one day. This spreads your exchange 
risk across five days (or weeks). The same is true for sending your money back.

3. ‘Hedging’ means entering into a forward exchange contract to bring an agreed-
upon sum of money back at an agreed date and at an agreed exchange rate. 
This gives you certainty as to your exchange rate and timing, but does not suit all 
investment situations. There are also fees involved.

4. You can reduce your transaction costs by using a no-frills exchange rate provider 
(such as OzForex).

5. If you can, borrowing in the U.S. means you need to contribute fewer Aussie 
dollars. Alternatively, when buying direct property, negotiating with the vendor to 
leave ‘money in the deal’ in the form of carry back finance reduces the amount of 
Aussie funds you need to transfer.
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Further notes

The first major risk to foreign investors is currency risk; management risk is the second.

Management risk relates to the non-financial stress and financial loss arising from a 
non-performing tenant and/or landlord.

If you’re like most investors, you’ll feel that the most thrilling and exciting part of 
investing is hunting for great deals. While this takes skill, the cash will only flow if the 
asset is well managed. What (or who) is the asset? Well, it’s four-fold:

1. The bricks, sticks and land that make up the property, and

2. The tenant living in the home, and

3. Your team; and most importantly

4. You as the manager of the team!

Since it’s you who decides what to buy, who is allowed to live in your property, and 
who’s on your team – while you can hire or pay people to advise you, never forget that 
ultimately it’s your money on the line and so your investment must always remain under 
your control.
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Further notes

Part of your due diligence (i.e. homework) when acquiring and maintaining a U.S. property 
portfolio has to be your relationship with your rental manager, and his/her relationship 
with the tenant living in your property. 

Good rental managers treat their profession as a calling rather than a job. Bad 
rental managers do it as a way to pay the bills. To ensure a smooth and harmonious 
relationship, you will want to make sure you have good ongoing communication with 
your rental manager and clear expectations about how you want the relationship to 
perform (how frequently you expect contact, in what form, what written reports, etc.)

In regards to the tenant, you want to make sure that the person living in your house 
will pay the rent and treat the property with respect. More information about handling 
tenants is included later in this product.

Your notes

How much contact, and in what format, do you think you need to have with your rental manager in 
order to gain comfort that your investment is performing well?

Whose ultimate responsibility is it to set, monitor and give feedback about this expectation?
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Further notes

Ways that you can help reduce the risk of stress and financial loss arising from 
management risk include:

1. Meeting in person. Trying to establish a meaningful relationship with a rental 
manager over the phone is difficult, if not impossible. Being able to meet the 
person in the first instance is a much better option.

2. Not every realtor (i.e. real estate agent) is a property manager. When buying 
property (or just browsing/shopping), don’t be afraid to ask if the realtor selling the 
property knows of a good rental manager.

3. If you are referred to a so-called good rental manager, ask for references from their 
clients – especially overseas clients, if they have them.

Your notes

How much would you expect to pay (as a percentage of rent collected), to have someone manage your 
property in Australia. How much in the U.S.?
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Further notes

The third major risk category covers the inherent risk associated with any property 
investment – whether in Australia, the U.S., or anywhere in the world – the risk of buying 
a property that loses, rather than makes, money.

Why does this happen? Because of unexpected events (things you should have known 
about but didn’t), and unforeseen events (things you couldn’t have known about because 
they rarely, if ever, happen, but that happened to you).

Other than carrying appropriate insurance, there isn’t much you can do about unforeseen 
events; however, the level and skill of your due diligence can do a lot to identify potential 
unexpected events.

The worst thing you can do when investing is assume. Another word for assume is 
‘guess’, and another word for guess is ‘hope’. You need to approach your investing as 
if you are a detective looking for clues and facts, not as a gambler looking for their next 
lucky win.

Remember this: the more things you leave to chance, the more chance there is that 
things will go wrong. 
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Further notes

Here’s a list of factors that increase housing risk.

1. Bravado
 Bravado means thinking that you’re going to teach the U.S. property market a thing 

or two, or generally thinking that you are going to be smarter than the average U.S. 
citizen. Bravado leads to a false confidence, and as the proverb says, pride goes 
before a fall. Instead of acting like you know it all, approach your investing with 
humility and look for ways to learn.

2. Capital loss
 Before buying property, think about who is going to eventually buy your 

investment off you, and how they will use the property. Doing this maximises 
your value and limits your capital loss by making the property more appealing and 
therefore increasing its value. 

3. Uninsured damage
 Insurance is often something you have to have, but never want to have to use. 

You want to insure for known and possible risks, but only when the benefit of the 
claim outweighs the cost. Be aware that, like Australia, the U.S. has extremes in 
weather and suffers from natural disasters. Unlike Australia, though, the north can 
get bitterly cold, and this is something to consider when buying property in areas 
where it freezes or snows.
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Further notes

4. Unexpected repairs
 Rarely does anything sink a profit quicker than a significant unexpected repair of 

a structural nature. Since you will be buying from afar, and assuming that you’re 
not a builder with x-ray vision, you are going to need to pay for a building and pest 
inspection. Make this one of your purchase conditions so that you don’t spend the 
money before having the property under contract.

5. Damage/theft
 Times are tough in the United States of America. At the time of writing, 13% of the 

population live in poverty – that’s one in eight people. Theft is a fact of life, and it’s 
not unusual for copper to be stolen out of air conditioners and from the walls in 
unoccupied houses. 

6. Code violations
 Counties have the power to slap ‘code violations’ on properties that breach the 

local code requirements. Examples of minor infringements include the grass being 
too long, or rubbish accumulating on the property. Major infringements include 
unsafe buildings, in which case the county might come and demolish the property 
and charge you the cost of the demolition. Before buying any real estate you 
should call the local county and check to see if there are any code violations on 
the property. Some counties have online registers.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………



PAGE 46 | © 2011 PropertyInvesting.com

Further notes (cont’d)

Examples of an air conditioner as it should look, and as it looks after it has been 
vandalised for the copper.

 

Example of a code violation. This building is about to be demolished unless urgent 
repairs are completed.

 
 



© 2011 PropertyInvesting.com | PAGE 47

Further notes

Mitigating housing risk is largely common sense, so it is a mystery why so many 
seemingly sensible investors don’t take the time and care to reduce it.

1. Being realistic
 Having a realistic approach is a good start, and this means buying your deals one 

at a time rather than trying to buy a street or suburb in one go. Prove to yourself 
you can buy and manage one property before trying to do 10 or 20!

2. Upside vs. downside risk
 Always ask yourself whether the rewards of being right are high enough to 

compensate you for the risks of being wrong.

3. Having adequate insurance
 If you can’t afford house and public liability insurance, you shouldn’t be investing in 

the first place.

4. Due diligence
 Due diligence simply means isolating and testing the key assumptions in the 

investment transaction. A lot more information is given on this topic later on.

5. Prevention is better than cure
 It’s ultimately quicker, and cheaper too!
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Further notes

So far we’ve covered the reasons for investing in the United States, the reasons against, 
and the three main types of risks – can you remember them? Let’s now round out our 
discussion by looking at some real-life examples of the potential rewards, split across 
cash flow, capital gains and quick cash.
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Further notes (cont’d)

Capital gains deal (Tommy Senatore)
This property was bought as a tax lien, meaning Tommy paid the owner’s property taxes 
(a total of $25,000) and took a lien against the property as security. Then, when the owner 
did not pay Tommy back in time, Tommy foreclosed and became the new owner of the 
building.

Tommy’s strategy was to gradually renovate to increase the cash flow. Later on, he 
became more creative when he sold to another party and carried back the finance.

Net Rental (5 years @ $4,500 pcm) $270,000

+ Refinanced From Bank $120,000

+ Deposit On Sale $100,000

+ Interest (5 Years on Carry Back) $150,000

+ Final Payment (Less Bank Payout) $320,000

= Total Cash Back $960,000

Tax Lien $25,000

+ Rehab Costs $80,000

= Total Cash Down $105,000

Cash Back $960,000

÷ Cash Down $105,000

= Cash on Cash Return (Project) 914%

Quick cash deals (Tommy Senatore)
Over the page are two examples of deals Tommy did to make quick cash profits.
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Your notes

In your own words, what rewards do you see that are of benefit to you by investing in the U.S.? What 
risks are there that you feel could not be sufficiently mitigated?

Further notes (cont’d)
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Further notes

There are three constraints that afflict every investor, and which must ultimately be 
tackled and conquered if success is to be achieved. They are:

1. Time
 Time is your most precious commodity. Rarely do people wish for more money 

on their deathbed. But more time… that’s another matter. Are you excited about 
spending more time in your job? If not, then why not sacrifice some of the time 
you spend doing something you don’t like, and allocate those precious hours to 
your investing. Don’t make the mistake of thinking you can do more. The smarter 
approach is to cull activities that are unproductive (or were part of the old you) 
rather than trying to cram more in.

2. Money
 We all have a finite amount of money. Make sure you use yours wisely. Where 

possible, preserve your capital and use someone else’s money – even if it means 
you have to give back some of the profits. Real estate is a game best played in a 
team, not in isolation.

3. Skill
 It’s little use having time and money if you don’t have the skills to use and multiply it 

wisely. 
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Further notes

Now that you know the key risks and rewards, it’s time to give them a context by 
considering the financial and non-financial parameters of your investing. These include:

1. How much more are you willing to risk? Think carefully about this, especially if you 
will be borrowing against your home or another precious asset.

2. The financial risk associated with your money should not be indefinite. With this in 
mind, how long are you willing to ‘lend’ that money to your investment, or by what 
date do you want the money back?

3. What, in percentage or dollar terms, is the minimum return you want?

4. How much time, and how much effort, are you willing to go to in order to try and 
earn your profit? A little? A lot? How many hours per week?

Your notes

Thinking about the next 12 months, try to answer all four of the questions above.
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Further notes

The aim of the conclusion is to get you to think about what you have to gain from your 
U.S. investing (i.e. your upsides), and weigh that up against what you have to lose (i.e. 
your downsides). Only then can you determine which is greater.

Your notes

Please list your upsides and downsides in the table below:

Upsides of U.S. investing Downsides of U.S. investing

Do your upsides outweigh your downsides?
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Further notes

Assuming you are happy with the risks and rewards associated with investing in U.S. 
property, the next logical topic is discussing how to set up your investing operations.

This session outlines the six recommended steps. They are:

1. Decide on your desired investment strategy.

2. Consider the most appropriate accounting structure.

3. Organise your tax identification number (the equivalent of an Australian tax file 
number).

4. Open a U.S. bank account.

5. Establish a U.S. presence and point of contact.

6. Locate and build your U.S.-based advisory team. 

You don’t have to follow the sequential order highlighted above, but it has been included 
in that order because it makes the most sense. For example, when opening a U.S. bank 
account you will be asked for your U.S. tax identification number.
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Further notes (cont’d)

If the points listed on the previous page appear a little daunting, here’s something that 
may build your confidence: if you understand how Aussie property works, then you 
should be fine, as although there are occasional significant differences, for the main part 
U.S. property investing and Aussie property investing are remarkably similar. For example, 
if you were investing in Aussie real estate then you’d need to consider the six points 
above too.

It’s normal that your lack of knowledge will cause fear and doubt. However, the more 
I look into U.S. property, ignoring the problems caused by time, distance and being a 
non-citizen, the more convinced I am that U.S. property investing is actually easier than 
Aussie property investing.

Your notes
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Further notes

There’s a whole lot more to property investing than simply buying a property. Purchasing 
is something that happens early on in the investing journey; it’s after you buy that you 
can use skill to drive your profits higher. PropertyInvesting.com has created an acronym 
to remind investors of the four phases of the investing cycle. It’s ‘A-B-M-S’, and it stands 
for:

•	 Analyse
•	 Buy
•	 Manage
•	 Sell.

Just like in Australia, it’s easy to buy U.S. property – you sign a contract and send money 
over to close the deal. Any fool can do that. However, it’s what happens after you 
purchase and as you seek to get maximum cash flowing from your asset that the real 
investing game begins. Therefore, before you jump in, make sure you have a plan for 
each of the four phases:

•	 A	plan	for	how	to	analyse	potential	properties	(from	afar)
•	 A	plan	for	how	to	buy	it	(from	afar)
•	 A	plan	for	how	to	manage	it	(from	afar)
•	 A	plan	for	how	to	sell	it	(from	afar).
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Further notes

The best place to start when considering the most suitable investment strategy for 
your needs is by assessing the practical constraints on your life that limit what you can 
physically (and humanly) do.

Quite often, investors like to fantasise about how they are going to A-B-M-S their 
property portfolio in a utopian way because the daily concerns of life will no longer 
impact them. 

For example, they imagine that after working a full day in a job, they will be able to come 
home and be mentally fresh and alert with their investing. Or that they will be able to 
attack their investing with gusto… after first eating and then putting the kids to bed. Or 
that having no money isn’t a concern to worry about.

I call these people ‘Field of Dreams’ investors – after the 1989 Kevin Costner movie of 
that title. The movie’s tagline was ‘Build it and they will come’… the idea of a farmer 
building a baseball field in the middle of a corn paddock where long-dead greats of 
baseball would come and play again. 

Does that sound like a long shot to you? Well, so is thinking that you are going to be a 
gun investor on the basis of limited capital and 30 minutes of useable C-grade investing 
time each day. ‘Buy it and the profit will come’ doesn’t work in real-life investing.
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Further notes

The three possible investment returns are:

1. Cash flow returns
 Periodic but reasonably predictable cash injections, usually from interest, 

dividends or rental returns. Such returns can be used to supplement or replace 
your income, thereby progressively freeing you from the need to have to work.

2. Capital gains returns
 Appreciation in your investment assets caused by an increase in their value over 

time. Such profits are not usually as predictable, nor as controllable, as cash flow 
returns. 

3. Cash sums (quick cash) returns
 Also called ‘manufactured’ profits, such returns are made by adding value to the 

property (rehab, renovating, developing), or by spotting a bargain and on-selling 
soon after purchasing (flipping). These ‘cash sum injections’ can help build your 
capital base quickly.

Of course, the above returns are not exclusive, meaning you can have combinations of 
one, two or three types of returns in a single deal.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

Having established your constraints and the investment outcome you desire, the final 
step is to nominate which U.S. investing strategy is your most suitable:

1. Tax  liens
 This strategy is where you pay the unpaid rates on the property and receive an 

interest return (of up to 18%) until the property owner pays you back. You are not 
the property owner and thus there are less hassles, but you have security against 
the property in the event that you are not repaid.

 This investment is more suitable for time-restricted investors who have a lower 
appetite for risk but still want an attractive return. You only get a cash flow return 
(i.e. no capital gains), and this is paid at the end of the transaction as a lump sum.

2. Direct property wwnership
 As the name suggests, you buy the property and as such have all the guts and 

glory that comes with being the property owner, including the opportunity to get 
all three returns. This investment is more suitable for investors who want ongoing 
higher returns and who have the necessary time, capital, skill and risk tolerance to 
earn them.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

With step 1 behind us, the second step involves thinking about the entity you are going 
to purchase in: either your own name, or some other entity that provides additional asset 
protection and tax-planning opportunities.

The advantages of buying in your own name are:

•	 It’s	quick.	You	can	sign	a	contract	without	providing	additional	information	that	is	
sometimes requested, such as incorporation details.

•	 It	doesn’t	cost	anything	extra	to	buy	in	your	own	name,	whereas	you	will	have	to	
pay the cost of setting up and maintaining a corporate structure.

However, you also face a huge problem:

•	 There	is	no	separation	of	personal	and	investment	assets,	so	if	you	are	sued,	
either personally or as a result of your investments, all your personal and 
investments assets are potentially up for grabs.

Because of the legal liability issues, and since U.S. citizens are generally a litigious 
bunch, if you plan to buy direct property then it would be sensible to use a limited liability 
structure. As a tax lien holder, since you are not the legal owner, there is not the same 
risk of being sued – so you can own tax liens in your own name without the same risk. 

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

The graphic below is a quick introduction to the usual structuring options in the U.S.:

As is the case in Australia, you have the option of creating a hybrid or corporate structure 
in which to do your investing.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes (cont’d)

The advantages of using a corporate structure are increased asset protection (because 
your personal assets are separated from the assets of the company), and increased tax-
planning opportunities (in most cases). The disadvantages of having a separate structure 
are the increased complexity and additional cost.

As always, it is a question of the cost vs. benefit in weighing up the right structure for 
your investing needs and your time, money, skill and risk constraints.

Your notes
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Further notes

In the U.S., unless you have a tax identification number you will be subject to having 
withholding tax deducted from your profits, which can be as high as 30% of the income, 
or 10% of the gross sales price of the property! Furthermore, practically, unless you have 
the correct tax identification, you will find it difficult to buy and sell property and tax liens.

Even if you are not planning on investing in your own name, you should seriously consider 
applying for an Individual Tax Identification Number (ITIN). It is free to apply (although quite 
an administrative process) and it’s convenient to have, in case you are ever asked for it.

The form to apply for an ITIN is called a ‘W7’.

Google the following terms and print out the associated forms:

•	 Form	W7

•	 Form	W7	Instructions.

Hint: Make sure you select the links to the IRS website (you can tell by the web address 
which begins www.irs.gov). Note: The links have not been included here in case they 
change.

If you want to know more about U.S. withholding tax, then google that too, as the IRS 
has a comprehensive publication on the topic that makes for therapeutic bedtime reading 
for insomniacs. 

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes (cont’d)

Looking at your W7 form, the first part that needs to be completed is the reason why you 
are applying for an ITIN. Reading through the instructions, you will see that the correct 
box is box (h) Other, and writing in Exemption 1(d) provides a valid reason because you 
are required to provide your ITIN to either the real estate agent or title company (direct 
property investing) or else the county tax collector (tax lien investing).

However, a problem arises, because you also need supporting documentation in the form 
of a signed letter from the person or entity that is required to deduct the withholding tax 
from your payment. 

Tommy Senatore has liaised with his local county to produce such a letter for those who 
use his services to apply for an ITIN. Here’s an example:

You can organise such a letter yourself, but it will be quicker and less hassle if you simply 
get Tommy to organise it for you. The cost is very reasonable considering the work and 
running around at his end.
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Further notes (cont’d) 

After stating your reason for applying, the next step is to write down your name. Make 
sure it is exactly the same as it is on your supporting identification.

Hint: Instead of filling in the form by hand, to prevent the IRS staffer misreading your 
handwriting, it’s smarter to: 1) download the form to your computer; 2) complete it using 
Adobe Acrobat, and 3) then print out the ‘typed’ version for signing.

In regards to the mailing address, if you are planning on using Tommy’s virtual office 
services then note down his address (1202 SE 8TH PLACE, SUITE B, CAPE CORAL, 
33990), otherwise use your other chosen U.S. address or your home address in Australia.

Next you need to complete your foreign address (most likely your home address in 
Australia), your birth information (remember the date format is MM/DD/YYYY) and 
whether you are male or female.



PAGE 66 | © 2011 PropertyInvesting.com

Further notes (cont’d)

The next step requires that you note down ‘other information’, including your country of 
citizenship. In regards to foreign tax I.D. number, you can leave that blank.

If you have previously had a U.S. visa, then refer to the instructions on what to do. The 
same applies if you have ever had a U.S. temporary tax identification number.

Part 6d requires that you note down what supporting identification you are sending to 
prove your identity. In most cases, all you need to do is send through a notarised copy 
of your passport’s particulars page (assuming all the details match your application). If 
you don’t have a passport, or if there is something unique about your application, refer 
back to the instruction booklet for what other ID might be suitable (or, if you are using 
Tommy’s services, call his office for assistance).

When having your documents notarised, make sure it is done by an appropriately 
qualified person. You can find someone in your area with the qualifications by searching 
at www.notarylocator.com.au. You should expect to pay up to $30 per notarised paper.

If you are using Tommy’s services, he is able to notarise your identification (as he is a 
U.S. notary). See the outline on page 68 for more information.

The final section requires that you sign and date the form (again, remember that the date 
format is MM/DD/YYYY – i.e. month first).

If you are doing the application yourself, once you have completed the form you can mail 
it off (with the supporting notarised documentation) to the IRS as per the instructions. 
Allow around 12 weeks for a letter advising whether or not your application has been 
approved to arrive at your nominated address.

If you are using Tommy’s services, then send him your original signed form and a copy of 
your identification, and he will arrange the form to be lodged and will let you know when 
your notification arrives (usually within four weeks).
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Further notes

If you’re on a budget, you can definitely do the leg work yourself and save money. 
Alternatively, if you want it sooner, then use Tommy Senatore’s office do it for you. You 
can also have your U.S. accountant handle your application.

Summary of your options and the steps to follow:

Yourself Tommy Senatore Accountant

1. Print out the W7 form 1. Print out the W7 form Accountant will prepare the 
form, and, after you have 
signed it, will arrange for it to 
be lodged with the IRS

2. Complete it 2. Complete it

3. Organise ID 3. Organise ID

4. Have ID notarised 4. Send signed form and ID to Tommy

5. Send signed form and  
    notarised ID to the IRS

5. Tommy will notarise, lodge and  
    advise

6. Wait for letter

   Cheapest but takes longer                          Good value             Convenient but costly

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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To find out more or to take advantage of either service then please:
Call the office on +1 239 541 1517 (remember we are 16 to 19 hours behind)
or Email:  admin@taxlienanddeed.com 

Tommy Senatore and TLD International LLC
are pleased to be able to provide Australian investors
looking to create and maintain a U.S. real estate portfolio
with the following cost effective solutions:

ITIN Application Assistance

Save time and get started sooner by having us assist you to prepare and lodge
your application for a U.S. Individual Tax Identification Number (ITIN).

This service includes:
• Phone and email support with completing the Form W7 
• Notarising ID documents
• A support letter from the Lee County Tax Collector
• Lodging your application with the IRS
• Scanning and emailing your ITIN notification when it arrives
• Free follow up of any problems or issues 

Instead of taking 12 weeks, our clients usually hear back from the IRS within 4 weeks.
Don’t muck around – use us and get started sooner!

Virtual U.S. Office  

Create a U.S. presence by using the offices of TLD International in Florida 
as your mail, phone and physical address.

This service includes:
• Using our office address as your U.S. address
• Have your U.S. mail sent to our office, where we will open,

scan and email it on to you
• Banking U.S. checks in your U.S. bank account
• Answering phone calls and emailing messages
• Opportunity to rent an office at heavily discounted rates if visiting Florida

Minimum of six months, then monthly thereafter with a 30 day notice of cancellation.

Only
US$29
per month

Only
US$249

workbook_ad_A4_workbook ad  17/01/11  10:22 AM  Page 1
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To find out more or to take advantage of either service then please:
Call the office on +1 239 541 1517 (remember we are 16 to 19 hours behind)
or Email:  admin@taxlienanddeed.com 

Tommy Senatore and TLD International LLC
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scan and email it on to you
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Minimum of six months, then monthly thereafter with a 30 day notice of cancellation.
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US$249
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Further notes

If you want to create an entity (such as a limited liability entity) then it’s best to seek 
independent professional advice from an experienced U.S. accountant or attorney. For 
instance, paying for some time with James Simango (from US Tax Central) would be a 
good investment.

If you’re planning to invest using a new entity, then that entity will most likely have to be 
separately registered with the IRS and thereby included in its own right in the broader 
U.S. tax system.

When a non-individual entity registers with the IRS, it is given an Employer Identification 
Number (EIN). Since it doesn’t matter whether it has any employees, the name EIN is a 
little misleading, but nonetheless, this is the number your new entity must apply for.

The offline doc ument to use to apply is a Form SS-4; however, the process can be done 
online and a number is issued on the spot.

Your notes

Take a look at the process yourself by doing a Google search on ‘apply for an EIN’.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

Having identified the right strategy and structure for your investing needs and applied for 
your tax identification, the next step is to open a U.S. bank account. No doubt you have 
an Australian bank account, and it is from this account that you will ‘send’ the money 
overseas – either:

a. To the U.S. bank account of the party handling your asset purchase (the arrow 
pointing down from Australia to the property), or

b. To a U.S. bank account in your own name (the arrow pointing up from Australia to 
the person), or

c. To the U.S. bank account of your U.S. entity (the arrow pointing up from Australia 
to the person with a circle around them)

In the case of (b) and (c), you would then draw U.S. funds from your U.S. bank account to 
pay for the asset (the arrow pointing from the U.S. bank to the house).

Your notes

Describe the chain of events that would unfold if you bought a tax lien from the county by wiring 
money from your Australian bank account.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

Okay – for those of you who like details, it’s time for a quick lesson in accounting. Here’s 
the ‘accounting’ to record the money trail of a transaction where your ‘Australian entity’ 
lent money to your ‘U.S.entity’. For easy reporting, I have assumed an exchange rate of 
AUD1 = USD1.

The transaction begins with the left-hand box, which records you taking $10,000 from 
your personal bank account and lending it to your Australian entity (perhaps your family 
trust, for instance).

In your books you have $10,000 less cash in your account, but now have a loan to your 
Australian entity for $10,000.

In the books of your Australian entity, it has $10,000 more cash in the bank, but a liability 
to you for $10,000.

Your notes

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

Next, your Australian entity sends the money overseas to your U.S. entity. To do that it 
withdraws the $10,000 cash, and makes a loan to your U.S. entity for the same amount. 
After this transaction, each of the parties is as follows:

Step 1: You Step 2: (to) your Oz entity Step 3: (to) your U.S. entity

ASSETS

Cash: to Oz entity  $10,000 Cash: from you   $10,000 Cash: from Oz entity $10,000

Loan: to Oz entity  $10,000 Cash: to U.S. entity  $10,000

Loan: to U.S. entity  $10,000

LIABILITIES

Loan: You       $10,000 Loan: Oz entity     $10,000

The accountants are happy because the net movement in assets is equal to the net 
movement in liabilities for each entity.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

The transaction finishes with $10,000 arriving in the U.S. bank account of your U.S. entity, 
thereby creating the following situation for each party:

1. For you
•	 You	have	$10,000	less	cash	in	your	personal	bank	account.

•	 You	have	a	new	asset:	a	$10,000	loan	from	you	to	your	Australian	entity.

2. For your Australian entity
•	 You	have	received	$10,000	cash,	and	paid	out	$10,000	cash,	so	your	net	bank	

account balance hasn’t moved.

•	 You	have	a	new	asset:	a	$10,000	loan	from	your	Australian	entity	to	your	 
U.S. entity.

•	 You	have	a	new	liability:	a	$10,000	loan	owing	to	you.

3. For your U.S. entity
•	 You	have	received	$10,000	cash.

•	 You	have	a	new	liability:	a	$10,000	loan	owing	to	the	Australian	entity.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

As you will be receiving/collecting U.S. funds, you will need to deposit U.S. cash and 
U.S. checks (that’s how they spell it – not cheques). You could deposit them into your 
Australian bank account, but the fees to do so, the exchange rate you are offered, and 
the time it takes for the funds to clear, can be horrendous. 

Clearly, it will be convenient to have a U.S. bank account to deposit them into and, if 
you don’t want to go to the U.S. to set up an account in person, HSBC has a facility for 
Australian residents to have an operational U.S. bank account. For more information 
about how to set up such an account, and to find out about the fees and charges, call the 
HSBC international banking centre on 1300 131 623.

At the time of writing there were three options that had varying fees, depending on the 
minimum account balance you maintained. All accounts allowed depositing and writing 
of U.S. checks, and came with a U.S. debit card (either a Visa or Mastercard). (Note: 
Having a letter of support from HSBC asking for an ITIN may be sufficient documentation 
to support your ITIN application.)

Your notes

Call HSBC’s international banking team and talk through the options for setting up a U.S. bank account.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

Alternatively, if you want a wider range of more cost-effective options, you can always 
travel to the U.S.A. and open up an account at your chosen branch of your chosen bank.

Ideally you would already have received your ITIN, but, if not, ask the bank for a letter 
of support asking you for it and include it as supporting documentation for your ITIN 
application.

The bank will want to see your passport or other supporting ID, so make sure you bring 
them with you.

Your notes

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

When it comes time to physically sending money overseas, you will need to go to a 
broker (called a foreign exchange dealer) to handle the transaction. All the major banks 
offer this service, and many of them allow it in online banking (but beware, the rate 
offered online isn’t usually the best you can negotiate).

Alternatively, you will either need to visit a branch or else deal with the bank’s treasury 
desk. In my experience, the rate you are offered at the branch is usually set in stone, but 
the rate offered by the treasury desk is somewhat negotiable. I would also say that the 
exchange rates offered and fees charged by the major banks are… well… firmly in the 
bank’s favour. After being stung too many times, I looked around at other options and 
came across OzForex. They are like a no-frills exchange dealer, and as such, they get the 
job done for a significantly cheaper cost and can offer a better exchange rate.

Your notes

See if you can look up the ‘benchmark’ rate the four major banks are offering. A word of caution 
though: some banks are sneaky and publish the money market (wholesale) rate rather than the rate 
they will offer you. Make sure you know what rate you are working with.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

The graphic here reveals how much more competitive OzForex was when compared to 
the major banks on the basis of transferring the Australian equivalent of USD10,000.

You can see that OzForex offered the best rate, and that I was $450 better off than taking 
the same deal offered by the Commonwealth Bank! Given the product you’re buying is 
homogenous (i.e. a U.S. dollar is a U.S. dollar), there is no obvious benefit in paying more!

If you decide to deal with OzForex (as I do), make sure when you set up your account that 
you mention you are a client of PropertyInvesting.com. We will receive a small part of the 
OzForex commission, but the benefit you gain is that we have negotiated a further volume 
discount, so the rate you are quoted will be ultra-competitive.

It’s easy (and free) to set up an OzForex account. You can do it online at Ozforex.com.au 
and then call on 1300 300 524 to say you’re a client of PropertyInvesting.com in order to 
gain access to the better rate.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

When using a bank, they will simply deduct the money from your account and wire it 
across to your ‘nominated beneficiary’ (i.e. your U.S. or other nominated bank account).

Since OzForex is not a bank, and hence you don’t have money on deposit with them, the 
process is a little different. To begin with, you ‘book your trade’ online by signing in to 
your account and requesting a ‘quote’. If you are happy to proceed then you progress 
through the screens to nominate your desired beneficiary.

After checking the transaction and finalising the online request, you will shortly thereafter 
receive a phone call from an OzForex representative confirming the details.

Now your deal is locked in and you must ‘pay them’ the agreed amount of Australian 
dollars. You can do this via direct debit transfer or BPAY. Be wary of your account limits, 
as you may need to request a special transfer at a branch if you need to pay OzForex 
more than your online banking limits allow.

Once OzForex has cleared funds, they will send it to your nominated beneficiary bank 
account. It takes 24 to 48 hours for the money to arrive in your U.S. account (assuming 
they are business days – not weekends or public holidays).

Note: OzForex can send the money to any beneficiary account you like, including the 
county, title company, etc.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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    TIMING: DVD  ………………………………… Approx. time  …………………………………………

Further notes

When it comes time to send money back to Australia, you can use the services of your 
U.S. bank, or, alternatively, you can use OzForex again.

If you use OzForex then you follow the normal online request, and then wire U.S. dollars 
from your U.S. bank account to the U.S. OzForex account. OzForex will send the Aussie 
dollar equivalent to your nominated Australian bank account.

Again, after wiring the money to OzForex, it takes 24 to 48 hours for it to turn up 
(assuming they are business days – not weekends or public holidays).

Your notes

Take a moment and sketch a flow chart of how you plan to send money from Australia to your overseas 
bank account, and how you plan to send the money back again.
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    TIMING: DVD  ………………………………… Approx. time  …………………………………………

Further notes

We have now covered four of the six steps needed to set up in the U.S.A. They were:

1. Clarify your strategy

2. Clarify your structure

3. Prepare and lodge your U.S. tax identification application

4. Organise to open a U.S. bank account.

You will find it easier to do business with Americans if it looks and seems like you are 
operating within their established system, and this means having a familiar address and 
phone number and an accepted person as your point of contact.

In regards to your contact person, if you use a corporate structure then you will need 
to appoint a ‘registered agent’ – someone who lives in the U.S. and is the legal contact 
for people who want to get in touch with your entity. In Australia, we would call this the 
registered office, except in the U.S. you need to nominate a person and an address. This 
will normally be your U.S. accountant or U.S. attorney and his/her office. 

Your notes
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Further notes

Since it gives the impression of increased professionalism, it’s smart to appear as though 
you have an office in the States, even though you don’t. 

Luckily, these days, you can easily ‘hire’ the services of a virtual office, where someone 
will answer ‘your phone’, collect your mail, and even rent you office or meeting space if 
you need it. Of course, all this comes at a fee.

Alternatively, you can hire your own mailbox. However, if you do, you will also need to 
orgainse for someone to collect your mail and deal with it accordingly.

Your notes

Do a Google search on ‘virtual offices U.S.A.’ and become familiar with what options and costs are 
involved with creating a U.S. presence.
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Further notes

Having a U.S. phone number is essential, because you will encounter problems using 
your Aussie phone number due to the different format. U.S. phone numbers are in the 
format ( _ _ _ )  _ _ _   _ _ _ _, whereas Aussie phone numbers are ( _ _ )  _ _ _ _   _ _ _ _. 
Furthermore, aside from the functional issues, if you use your Aussie number you will 
also need to add in the international code. There is not normally space to do this when 
registering online for tax lien and foreclosure auctions.

Why face this problem if you can easily overcome it by having a U.S. number, which you 
can organise by:

1. Using a serviced or virtual office

2. Buying a magic jack (www.magicjack.com)

3. Buying a Skype number (www.skype.com)

4. Buying a U.S. mobile phone with international roaming.

In the early days, using Skype will be your most cost-effective option. As you become 
more serious, you may decide to use a magic jack. Serviced offices and a U.S. mobile 
phone will be more expensive.
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Further notes

Tommy Senatore also offers a virtual office service for those who want to establish a U.S. 
presence at a cost-effective price. In a nutshell, you can:

•	 Use	his	office	(in	Cape	Coral,	Florida)	as	a	mailing	address	and	point	of	contact;	
and

•	 Use	his	office	phone	numbers	as	your	office	number,	and	have	his	staff	take	calls	
and send messages via email; and

•	 Have	his	staff	collect	and	open	your	mail,	and	then	scan	and	email	it	you.

At the time of writing, Tommy is willing to offer this for US$29 a month, with a minimum 
term of six months.

See page 68 or visit his website, www.taxlienanddeed.com/virtual-office, for more 
information.

Your notes
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Further notes

The sixth and final step for Aussie investors setting up in the U.S.A. is to select and 
create your team of advisers.

Remembering that ‘money follows management’, having a good team is the most 
important of all steps, as it’s the easiest to overlook when beginning (in favour of buying), 
but the most helpful when you are trying to make things happen from Australia.

Given your physical absence, your management team needs to be your ‘eyes and ears’ 
by assisting you with the Analysis-Buying-Managing-Selling phases of your U.S. real 
estate transactions. They also need to help you be aware of, and adhere to, various 
compliance and legal issues (e.g. lodging tax returns).

Your team would normally comprise your:

1. Attorney, as your legal adviser

2. Accountant, as your tax and business adviser

3. Banker – who needs to have the authority and skills to help you manage your 
money and settle transactions from afar

4. Realtor – someone to manage your offers and purchases

5. Rental manager – someone to manage your rental properties, and to be your 
advocate as needed with tenancy issues.
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Further notes

It will be difficult to find and build your team, but persevere as it is often a matter of trial 
and error.

That said, when sourcing potential team members, the best place to start is by asking 
for referrals from the realtors you are making offers through, and from other investors 
that you meet or liaise with. Of course, you can also do internet searches or ask for 
assistance on online investor forum boards.

Another option is to attend U.S. investment seminars, where you can meet and network 
with fellow investor participants.

Finally, if all else fails, when you are over in the U.S. simply walk off the street and into 
the offices of a potential desired adviser and start asking questions. 

Your notes
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Further notes

Regardless of whether you are investing locally or abroad, here are several useful tips to 
remember:

1. You will be taken more seriously if you meet face to face rather than trying to start 
a relationship over the phone or via email.

2. Sometimes investors will try to ‘sweeten’ the relationship by offering incentives 
to receive ‘better service’. While this can work, thinly veiled bribes to perform at 
expected service levels are not a good way to build a trusting relationship.

3. Honesty is the best policy, so don’t be afraid to be candid with your plans and 
needs, without being overly dramatic or grandiose about your hopes for the future. 
The normal good practice of ‘under-promising and over-delivering’ is better than 
appearing like a tyre-kicker full of unproven potential.

Your notes
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Further notes

Continuing on the list of team-building tips:

4. In being honest, outline that you are an overseas investor and discuss your 
expectations for ways that you can communicate. That is, will you use the phone, 
email or other means? How often will you communicate? At what times? What are 
the roles and responsibilities? How will performance be assessed? Also, so that 
you know the likely cost, always ask ‘What are your fees?’

5. Once you’ve found an adviser you feel comfortable with, don’t be afraid to ask 
them if it would be okay to speak with one or two of their clients who would 
ideally be in a similar position to yourself. Knowing that you are not alone, and that 
the adviser has a client database of people like you, will be comforting.

Your notes

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

For most investors, the most glamorous and exciting part of investing is looking for deals 
and making offers. In many ways, this is like dating, and, just like dating, once the dazzle 
of the initial attraction has worn off, the strength of the relationship is determined by the 
quality and quantity of communication.

It would be a disaster to own a portfolio of U.S. property without having a team on the 
ground to help you manage it, because it is poor use of your own time and you add 
massive amounts of risk to your investing.

Having demonstrated the importance of first establishing a team and then remaining in 
communication with them, the question to leave you with as a conclusion to this session 
is: are you prepared to put in the necessary initial and ongoing effort to ensure that your 
U.S. investing activities are profitable and rewarding?

Hopefully the answer is yes, but if not, then I’d reconsider whether overseas investing is 
really something you should pursue further. 

Your notes
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Further notes

Hopefully you have identified that when you invest overseas, not only do you need to 
manage your team and the property you acquire, you also need to play closer attention to 
managing your money, given the added complexities associated with different currencies 
and multiple bank accounts.

In other words, your overseas investing success will require continual diligence in three 
main areas:

1. Your management of your team

2. Your management of the A-B-M-S phases of the physical property

3. Your management of your money – both in sourcing it to begin with, sending it 
overseas, and bringing it back.

Your notes

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

Savings represents the surplus left after you’ve deducted the money you spend from the 
money you earn. Many people lack the discipline to defer their spending or delay their 
gratification, and therefore have no savings.

The first fundamental rule of wealth creation is that you must spend less than you earn. 
If you fail to master this, then no matter how much money comes in, more will always be 
going out and hence your life will be a continual financial struggle.

Savings can come in three forms:

1. From your job, with income being your salary or wage

2. From your business, with income being your profits

3. From your investments, with income being rent, dividends or interest.

A quick snapshot of your reliance on your job can be gained by calculating the 
percentages of your sources of income. Have a go in the table below.

Income from employment $    %

Income from business(es) $    %

Income from investment(s) $    %

Total $ 100%
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Further notes

Realised profits are another source of funds for your overseas investing. 

When referring to gains or profits, accountants often use the terms ‘realised’ and 
‘unrealised’. The difference is simply whether or not the gain has been converted to cash 
– that is, whether the gain is still theoretical or unreal, or whether it has been proven and 
converted into cash. For example, an unrealised capital gain is your property’s theoretical 
appreciation in value over the time you’ve owned it. While you can borrow against a 
portion of this gain, the gain is not real, as the value of the property is only an estimate. 
On the other hand, a realised gain is made when the property is sold and the profit is 
quantifiable because the gain has been converted into cash. Periodic cash returns from 
dividends, rent and interest are also realised profits. Unrealised profits can increase or 
decrease with further market movements, whereas realised profits are final.

In summary, selling an asset to redeem its capital value and convert unrealised gains into 
cash profits can boost your available funds for overseas investing. What assets do you 
own that could be sold to release money for your overseas investing?

Your notes

At the moment, how much of your annual profit is real and how much is unreal? Is it what you expected?
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Further notes

Equity comes in two forms:

1. The difference between the value of the asset and the loan against it, and

2. The increase in the asset’s value after you’ve bought it.

For example, imagine you bought an investment property for $200,000 in 1995 and, at 
the time, financed the purchase with a loan of $160,000 and $40,000 of your own money. 
At that moment you had $40,000 equity.

Since then, the property has doubled in value and is now worth $400,000. Furthermore, 
you have been diligent and have managed to repay half of the original mortgage. How 
much equity do you have now?

While the quick answer is equity of $320,000, the better answer identifies each equity 
component, namely:

•	 Equity	at	the	time	of	purchase:		 $40,000		 ($200k	–	160k)

•	 Equity	from	the	appreciation	in	value:		 $200,000		 ($400k	–	$200k)

•	 Equity	from	the	repayment	of	the	loan:		 $80,000		 ($160k	–	$80k)
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Your notes

Use this space to list your major assets, the amount of equity you have, and the potential borrowing 
capacity you may be able to access.

Asset Value Debt Equity 
(Value – 
Debt)

Borrowing 
capacity (80% 

of equity)

Total

Further notes (cont’d)

Since	equity-related	profits	are	not	taxable	until	after	they’ve	been	realised	(i.e.	sold),	
and given most lenders will allow you to borrow a portion of your unrealised equity, 
borrowing against paper profits is seen as a tax-effective way of accessing unrealised 
capital gains.

If you do this, remember that in order to create wealth:

1. The value of the asset being borrowed against can’t fall, and/or

2. The return on the asset you acquire needs to be greater than the interest you pay 
on the loan on your unrealised equity.

Given the prospect of unfavourable exchange rates, borrowing in Aussie dollars to 
finance U.S. property adds more risk to the entire proposition of overseas investing.
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Further notes

To reduce your exposure to adverse foreign exchange movements, it’s good investing 
sense	to	use	(i.e.	borrow)	U.S.	dollars	to	pay	for	your	U.S.	investments.

Trying to get an Australian financier to lend against U.S. security will be extremely 
difficult, mainly because of the quality of the security, but also because most Australian 
financiers only lend in Australian dollars.

You will also have difficulty borrowing from mainstream U.S. lenders. Aside from the 
tightening in credit policies that occurred after the global financial crisis, non-resident 
U.S. investors are unlikely to have U.S. income to support their U.S. loan application.

Furthermore,	to	borrow	money	in	the	U.S.	you	will	need	to	have	a	credit	score	(called	
a	FICO	score).	Since	you	can	only	be	‘scored’	once	you	have	credit,	the	lack	of	a	score	
impinges on your ability to get a loan.

In some instances, provided the seller and the lender agree, you may be able to assume 
the mortgage on the property you are buying. This offers a glimmer of hope, but it should 
not be expected or considered mainstream.

Your notes

Read up on what a FICO score is and how it is calculated by doing a Google search on ‘FICO score’.
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Further notes

While the door will probably be shut on borrowing from mainstream U.S. lenders, it’s a 
different story with non-mainstream lenders. Non-mainstream lenders tend to be more 
creative and less constrained by the traditional loan-qualifying rules.

For example, there are many organisations that specialise in ‘hard money loans’. Such 
borrowings	are	usually	at	lower	loan-to-valuation	ratios	(say	max.	of	65%)	and	higher	
interest	rates	(around	double	what	banks	charge).	They	are	also	for	shorter	time	periods	
and so, while you may get a loan, the financing may only be for a few years.

Alternatively,	you	may	be	able	to	negotiate	with	the	person	selling	the	property	(i.e.	
the	vendor)	so	that	he/she/it	carries	back	part	of	the	purchase	as	a	loan.	For	example,	
you might agree to buy a property for $50,000 on the condition the vendor carries back 
$40,000 at X% interest, meaning you have to make Y repayments over Z time.

Finally,	you	might	be	able	to	lease-option	(also	called	‘rent	to	own’)	the	property.	This	is	a	
creative investing technique that you can independently research – it is outside the scope 
of this product.

Your notes

Do Google searches on ‘hard money lenders’ and ‘lease option buyer financing’.
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Further notes

Aran Dunlop is an Australian investor who has been building his U.S. property portfolio 
using as little of his own money as possible.

Following the advice of his mentor, Stu Silver, he has turned his attention to acquiring 
mobile home parks. Perhaps the closest thing we have to mobile home parks in Australia 
is caravan parks. However, caravans are portable and caravan park tenants are mainly 
interested in holiday leasing, whereas mobile homes are more permanent, as are the  
tenants who live there.

In this case study, Aran had to contribute $50,000 of his own money and the vendor 
carried back $350,000. Ignoring principal loan repayments, Aran’s capital will be returned 
in less than two years.

Your notes
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Further notes

The logistics of organising vendor carry back financing are usually quite straightforward. 
All	that	is	needed	in	Florida	is	for	there	to	be	an	addendum	in	the	contract	(the	wording	is	
usually	standard)	that	specifies	the	term,	interest	rate	and	repayments.

As you will be new to all this, it will be essential to get legal advice from your U.S. 
attorney to make sure you understand your contractual rights and responsibilities.

Not every vendor will be willing to carry back finance, however – if you are buying 
property	that	is	someone	else’s	investment	(as	opposed	to	a	home	or	foreclosure),	then	
your chances of negotiating vendor carry back are significantly higher.

Your notes

How many $50,000 U.S. properties could you afford using 100% of your own capital? How many U.S. 
properties could you afford assuming you negotiated vendor carry back finance and only wanted to 
leave 30% deposits? How many properties could you afford if you negotiated seller financing with 10% 
deposits?
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Further notes

Being a cash buyer means you’ll be able to negotiate the best price and terms; however, 
you only have so much cash and so you need to spread your precious seed capital 
wisely.

In the near term, the best option may be to buy your first handful of deals using your own 
money, and then, once you are more familiar with the investing landscape in your chosen 
area, to begin to explore more creative finance options.

Where there is a will, there is a way, so instead of worrying about how you are going to 
pay for your ‘dream’ U.S. property portfolio, by all means cast the big vision, but then chip 
away at it one deal at a time.

Your notes
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Further notes

The question to end this session with is: how many properties are you thinking of buying, 
and how will you finance them?

Remembering	that	‘money’	(or	capital)	was	one	of	the	three	constraints	you	will	have	to	
overcome	(the	others	being	time	and	skill),	it’s	prudent	to	think	about	how	much	of	your	
own money you are going to risk by investing it overseas.

Prudent management says that you wouldn’t want to put all your investment eggs in the 
one basket, because if that basket fails, then all your investments will be at risk.

While it’s good to have a big goal – ideally more than you are comfortable with and 
beyond your current capital resources to afford – your goal must also be achievable or 
else you will give up when the going gets tough.

As such, at least for your first direct property purchase, assume you will be paying 100% 
of the purchase price in cash, and, to limit your risk, I recommend that you keep the 
purchase price to below $40,000.

The more money you have invested in a deal, the higher the return must be to justify the 
risk. Thus, a deal where you have 100% of your money invested should provide a higher 
return than if you only had 30% of your capital invested. 
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Further notes

Tax	liens	(also	known	as	tax	certificates)	are	an	investment	opportunity	for	investors	to	
purchase property-backed debt at attractive interest returns.

Because you are not the property’s owner, you do not have to worry about collecting rent 
or paying expenses. Furthermore, if you are not repaid by the due time, you can foreclose 
on the underlying property to seek repayment.

If you invest according to the simple rules laid out in the pages ahead, except for 
exchange rate losses, it will be very difficult to ever lose money investing in tax liens. 

For this reason, tax lien investing offers investors who have large amounts of cash and/or 
unused equity a high-yielding and highly secure investment vehicle in which to ‘park’ it.

The biggest downside to tax lien investing is that you don’t know when you will be 
repaid. It could be a day later, or it could be two or more years down the track. 

Still, if you want to invest in real estate without taking on the risks of direct property 
ownership, tax liens could be the answer to your investing prayers.

Your notes
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Further notes

In order to explain what a tax lien is, let’s begin by comparing how property owners are 
treated in Australia and the U.S.

In Australia, property owners must pay rates to their local council. This is usually an 
annual charge that is based on two variables: the property’s capital improved value, and 
the ‘rate in the dollar’.

Although	the	name	is	different	(property	taxes	vs.	rates),	the	concept	of	homeowners	
having to pay for local government services is the same in the U.S. as it is in Australia. 

However, because of different boundaries in political responsibility, U.S. property taxes 
pay for more services than rates do in Australia.

Your notes

If you own your own home, check to see how much you pay each year in local council rates. What is 
the capital improved value of your home? What ‘rate in the dollar’ does the local council charge you? 
What percentage of your property’s value does your annual rates charge represent? What services 
does this ‘buy’?
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PAGE 102 | © 2011 PropertyInvesting.com

Further notes

In the U.S., property taxes levied by the local county need to pay for more services than 
their Aussie rates equivalent. For example, U.S. property owners need to also pay for 
their local schools, police department, fire department and hospitals.

This seems unusual to us, because these services are paid for by the state and/or federal 
governments in Australia. Yet, on the flip side, although their property taxes are higher 
than our rates, in Florida at least, the stamp duty payable on real estate transactions is 
extremely	low	(compared	to	what	we	pay).

Remember too that the population in the U.S. is a lot bigger than in Australia. For 
example,	Florida’s	population	of	18.5	million	people	represents	84%	of	Australia’s	entire	
population!

In	addition	to	property	taxes,	some	states	charge	a	separate	income	tax	(such	as	
Hawaii	and	Oregon,	which	at	the	time	of	writing	charge	up	to	11%).	States	that	do	not	
charge income tax are: Alaska, Florida, Nevada, South Dakota, Texas, Washington, and 
Wyoming.

Your notes
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Further notes

In Australia, annual council rates are usually about 0.2% of a property’s value. In the U.S., 
because the expenses of local counties are much higher, the revenue base must also 
increase, and so annual property taxes are between 1% and 3% of the property’s value. 
For example, property taxes on $500,000 home are about $11,000 per annum.

Every county levies a different amount for property taxes, and although property taxes 
are an annual charge, the due dates vary.

A sample of the documentation that is sent from the Lee County tax collector’s office is 
provided on the next four pages. 

Your notes

    TIMING: DVD  ………………………………… Approx. time  …………………………………………



PAGE 104 | © 2011 PropertyInvesting.com



© 2011 PropertyInvesting.com | PAGE 105



PAGE 106 | © 2011 PropertyInvesting.com



© 2011 PropertyInvesting.com | PAGE 107



PAGE 108 | © 2011 PropertyInvesting.com

Further notes

In Australia, the government authority responsible for levying rates is the local council. 
The equivalent in the United States is the local county.

In Australia, although councillors are elected, the heads of council departments are 
salaried	positions	(i.e.	staffed	by	employees).

In	the	United	States,	department	staff	are	employed,	but	the	(property)	tax	collector	and	
property appraiser are elected positions. This changes the dynamic slightly, as they are 
more attuned to the needs of their constituents. For example, the values assigned by the 
property appraiser tend to be a little on the low side, because this helps the owner to pay 
less property taxes.

Your notes
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Further notes

As an investor, the three key county parties you will deal with are:

1. The property appraiser
 A publically elected official who is responsible for assigning a fair value on each 

property in his/her area for property tax purposes, and is assisted in doing so 
by employed staff. You will deal with the property appraiser as part of your due 
diligence	in	finding	out	facts	on	a	property	you	are	looking	to	purchase	(or	a	
property	with	an	outstanding	property	tax	bill).

2. The tax collector
 A publically elected official responsible for collecting and administering property 

taxes in that county, who is assisted in this role by an employed staff. You will deal 
with the tax collector when investing in tax liens, and as an owner paying taxes if 
you invest in direct property.

3. The county clerk of courts
 A publically elected official who is responsible for assisting, managing and 

organising court processes and documents. You will deal with the county clerk 
when seeking to purchase tax deed and mortgage foreclosures.
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Further notes

In Australia, if you don’t pay your rates on time then you can expect to pay a penalty, 
and a quick call to my nearby Whitehorse City Council revealed they will slug you 10.5% 
interest, backdated to the start of the financial year.

U.S. counties will also slug you with a penalty for not paying your property taxes on time. 
It	is	set	at	a	state	level,	with	Florida,	for	instance,	charging	a	government-mandated	18%.	
On the flip side, counties will often give property owners a discount if they pay their 
property taxes early.

A summary of the interest rates levied by each county at the time of writing is provided 
in the appendix.

Your notes

Call your local council and ask what penalty interest rate is levied if you don’t pay your rates on time.
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Further notes

Although the names and some of the details vary slightly, I haven’t yet encountered 
anything jaw-droppingly different about property taxes in the U.S. and council rates in 
Australia.

In Australia unpaid property taxes sit quietly in 
the background, slowly accruing ongoing penalty 
interest. Eventually, the council will do one of 
two things: 1) put it in the hands of a debt 
collector who will sue the property owner in the 
magistrates court and get an order for payment, 
or 2) sell the property at public auction.

The latter doesn’t happen very often, but, as the 
newspaper advertisement at left reveals, it does 
happen.

In the U.S. though, many counties are unwilling 
to wait for their property taxes, and so instead of 
sitting on the debt, they sell it to investors. 
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Further notes

The opportunity for tax lien investors is to pay off a property owner’s unpaid property 
taxes, and in return collect the interest on that debt that would otherwise be paid to the 
county as a penalty.

Paying off the unpaid property taxes provides the county with the funds it needs to 
run its schools, hospitals, police force, etc. while also delivering the investor with a 
government-mandated return on their money. In regards to the property owner, they gain 
extra time to repay the debt – usually between 18 months and three years.

The security for the debt is a charge against the underlying property on which the 
property taxes are being levied. That is, if the debt is not repaid in time then the property 
owner risks losing their property, which will be sold or transferred to generate the funds 
to repay the investor.

Your notes

Do you think this system of allowing investors to pay off the unpaid property taxes is fair? Why or  
why not?
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Further notes

Here’s an example of a tax lien on a property in Cape Coral – a suburb in the Fort Myers 
district.

	  

This property is a two-bedroom,  
one-bathroom house with water access  
at the rear.

For whatever reason, the property owner 
could not pay his/her property taxes on 
time, and so the debt became delinquent 
and the county made it available for sale to 
investors.

I came along and bought the lien off the 
county for $6,194.43 on the 2nd November 
2009, and thereafter began earning interest 
at the rate of 18% per annum.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

Does this sound like a good deal to you? $6,194.43 down to get an 18% return, and 
secured against property worth $199,570? Going through my head were four questions:

1. How much of my money do I need to put down?
 $6,194.43.

2. How much money back will I receive?
 My investment ($6,194.43 ) plus interest at 18%.

3. How much time?
 I didn’t know when I was going to be repaid. It could have been one day, or it could 

have been two years (the maximum time in Florida).

4. How much risk?
 There didn’t seem to be a lot of risk given the worth of the property against the 

value of the tax lien. That is, if I ended up with the property for what I paid for the 
tax lien, then I would own a $199k house for less than $10k. Bargain!

Let’s see how the investment played out.
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Your notes

Further notes (cont’d)

A couple of weeks later, this letter and an accompanying check turned up in the mail 
from the Lee County tax collector. You will see that I only owned the tax lien for 18 days 
and earned interest of $309.72, which equates to a 5% return. Why not 18%?  Well, 18% 
is the per annum amount, and I only owned the tax lien for 18 days. Why not 0.049% (i.e. 
18% ÷ 365 days )? Because in Florida the minimum amount an investor can earn on a tax 
lien (unless they ask for 0%), is 5%.
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Further notes

It’s a little misleading, but a 5% return after 18 days is like getting a 101.47% return 
over 12 months. But the assumption behind these numbers is that you will reinvest your 
money in a similar deal every 18 days, and that is quite unrealistic given you don’t know 
when the tax lien will be redeemed, if at all. It’s also unknown whether similar tax liens 
will be available.

There are two important points to know here:

1. Tax liens are available on all kinds of property – from junkers to mansions and 
everything in between.

2. It’s more normal for tax liens to be redeemed than it is for them to be foreclosed 
upon.

Your notes

Explain what your minimum return in Florida will be if you bought a tax lien on a Friday afternoon, and 
the following Monday the property owner came in to the tax collector and repaid it.
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Further notes

So long as the owner has to pay property taxes, if she/he/it fails to pay on time then the 
county can create a tax lien against the title and sell it off to a third party.

This means that there is a veritable smorgasbord of properties subject to tax liens if the 
property taxes are not paid in time, including various:

•	 Types	of	property	(homes,	land,	commercial,	etc.)

•	 Ages	of	property	(new,	old,	etc.)

•	 Values	of	the	property

•	 Locations	of	property

•	 Uses	of	property	(home,	investment,	office,	industrial,	etc.).

Your notes
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Further notes

Not every U.S. state offers tax liens, and those that do have different rules about the 
interest charged, minimum returns, and the time allowed for the owner to redeem (i.e. 
repay) the tax lien before the property can be foreclosed upon.

The four broad categories are:

1. Lien states
 States where tax liens are available for sale. If a lien has not been repaid by the 

end of the redemption period, then the property deed becomes transferrable.

2. Deed states
 States where you purchase the deed to the property and the property becomes 

yours outright. In this case, the lien is held by the county, which then sells the 
deed in due course if the property owner has not repaid.

3. Lien and deed states
 States where, in the first instance, the lien is sold at public auction. If the lien is 

not redeemed by the due date, then the deed is sold at public auction with the 
proceeds going to repay the lien holder. If the lien has been sold to an investor but 
the deed did not sell at auction, then the deed is transferrable to the investor.
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Further notes (cont’d)

4. Redeemable deed states
 States where the deed to the property is sold, but the original property owner 

has a finite time to redeem their deed. After that date there is no further recourse 
available.

Note: A quick reference list of the rules for each state can be found in the appendix.

Your notes
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Further notes

Since tax lien holders are buying the debt (i.e. the unpaid property taxes), rather than the 
property, they are not subject to the usual dramas and risks associated with real estate 
investing.

For instance, they do not have to pay property taxes, rental management fees, insurance, 
or repairs and maintenance. There are no calls to unblock toilets, or frustrations with 
finding tenants or potential vacancies.

Neither do tax lien investors have to collect rent – the county calculates the interest and 
mails a check on redemption.

On the downside, though, there are no opportunities for capital gains, and once the tax 
lien is redeemed, the interest return ceases and the investor has to look to reinvest his or 
her money.

Your notes
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Further notes

Tax lien investing is extremely passive. You never need to have contact with the owner, 
as the county tax collector:

•	 Is	the	entity	that	sells	the	tax	liens

•	 Is	the	entity	the	owner	visits	to	pay	off	the	lien

•	 Is	the	entity	that	calculates	the	interest

•	 Is	the	entity	that	mails	you	your	check.

The hardest things tax lien investors need to do are:

•	 Keep	a	list	of	all	the	tax	liens	they	own

•	 Keep	track	of	their	interest	and	expenses	so	they	can	complete	their	tax	returns

•	 Start	the	foreclosure	process	if	a	lien	is	not	redeemed	in	time.

Your notes

    TIMING: DVD  ………………………………… Approx. time  …………………………………………
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Further notes

The tax collector becomes the agent (or perhaps a broker) for both the property owner 
and tax lien investor. There is no need for either the owner or the investor to have direct 
contact with each other.

Your notes

In your own words, explain the relationships between:

1. The owner and the tax collector, and

2. The tax collector and the investor.

Who does the owner approach to pay off the tax lien? Who do you think calculates the amount of 
interest that is due?
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Further notes

Interest is the cash flow profit return generated by tax lien investments, and the actual 
amount earned will vary according to:

1. The state where the lien is held, because different states have different 
government-mandated interest rates.

2. The length of time the lien is outstanding, because the interest return is pro rata, 
with many states having minimums that lock in a worthwhile return for investors 
(e.g. Florida has a 5% minimum).

 For example, Florida has a maximum interest rate of 18%, which equates to 1.5% 
per annum (i.e. 1.5% × 12 = 18%). However, in Florida, it doesn’t matter if the 
lien is redeemed in Month 1 (1.5% × 1 month interest = 1.5%), Month 2 (1.5% 
× 2 month interest = 3.0%) or Month 3 (1.5% × 3 month interest = 4.5%), the 
investor will still get 5%. Thereafter, though, the interest rate increases up to a 
maximum of 18% at the end of the year.

3. Any county-levied fees and charges the investor has to pay are also usually added 
to the amount outstanding. For example, the investor will need to pay a fee to the 
county to begin the foreclosure process (in states where the county does this). This 
fee is then added to the amount outstanding and upon which interest is levied.

The interest does not compound.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………



PAGE 124 | © 2011 PropertyInvesting.com

Further notes

Let’s take a closer look at the three steps in the tax lien process.

Step 1: Unpaid property taxes
In Step 1, the property owner receives his/her/its annual property tax bill, which is issued 
by the county tax collector.

This document normally outlines how the property has been valued, and will include 
a break-up of the individual components of the total bill. The property owner will have 
the opportunity to dispute the amount if they do not agree with the valuation or the 
components of the property taxes.

The owner will normally also have the opportunity to pay the amount off in instalments, 
or alternatively pay early and receive a discount.

Your notes
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Further notes

Step 2: Tax lien issued
Having received their property tax bill, the owner becomes alarmed because she/he/it is 
unable to pay the bill.

Remember that at this point the owner can negotiate with the county, or even sell the 
property. However, the second option is increasingly unlikely because, after the global 
financial crisis decimated property values, there many properties with mortgages in 
excess of their value.

With the property taxes unpaid, the county issues a lien against the property’s title as 
security for the amount owed and begins to charge penalty interest.

Your notes
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Further notes

Step 3: Tax lien sold to an investor
Finally, the county-issued tax lien is sold to an investor for the amount of back taxes and 
accrued interest (if any) owing, thereby providing the county with the funds it needs to 
run its services.

Depending on the state, investors may then be able to buy the tax lien – either at a once-
a-year auction, or afterwards at the tax collector’s office if they have not been sold at 
auction. 

The investor’s investment is protected by security: the property on which the 
outstanding property taxes have been charged.

Your notes
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Further notes

The security that underpins this type of investment is a government-mandated lien. 

This is the highest form of lien that exists, and as such, it outranks all other liens, 
mortgages and claims against title in preference and seniority – regardless of age and 
amount.

In other words, the security that backs a tax lien is superior to any mortgage, even an IRS 
lien for unpaid federal income taxes.

An important point of difference, though, is that a tax lien is not government-guaranteed, 
meaning that if the owner fails to pay then you must seek repayment by foreclosing 
on the property. That’s not an issue so long as the property is worth more than the 
outstanding property tax lien(s). 

If the amount of outstanding property taxes is greater than the value of the property, 
then it’s unlikely the tax lien will be redeemed. In this case, the investor may make a loss, 
because even though they may be given title, the property will not be worth what they 
are owed in outstanding tax liens.

Your notes
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Further notes

The Australian equivalent of a tax lien would be a cross between a caveat and a 
mortgage. A caveat is essentially a warning on title, whereas a mortgage is a claim 
against title.

In any event, in the U.S. any number of parties can ask for a lien against the property, 
including:

•	 Government	liens,	such	as	unpaid	income	taxes

•	 Mortgages	to	lenders

•	 Judgements	issued	by	courts

•	 Mechanics	liens,	which	are	claims	against	the	property	for	unpaid	work	done	by	
tradespeople.

Something that you may not know is that one of the consequences of the global financial 
crisis is that many property owners are now in a position where they owe more on their 
mortgage than what their property is worth.

Because of the sheer number of foreclosures, lenders are allowing people to continue 
to live in their home, because they know an occupied house is better than a vacant 
house. However, the homeowner is no longer making mortgage repayments, nor are they 
paying property taxes. Accordingly, the number of tax liens being issued has dramatically 
increased.
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Further notes

Here’s an example to help illustrate the situations where there are different liens against 
a property.

In this example the property is worth $100,000. Three parties have registered a claim 
against the title: the county for unpaid property taxes of $2,000, the bank with a 
mortgage of $75,000, and a tradesman for $2,500 of unpaid work when he came to fix a 
leaking roof.

The order of priority for repayment would be:

1. Property taxes

2. Mortgage

3. Tradesman’s lien.

Furthermore, if the tax lien was not repaid in time and the investor foreclosed, the 
claims on the property by the mortgage holder and tradesman would be removed from 
the property’s title. That is, the debt against the individual would remain, but the claim 
against the security would be removed.
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    TIMING: DVD  ………………………………… Approx. time  …………………………………………

Further notes

As mentioned, as hard as this is to believe, depending on the state where the tax lien 
was issued, if the tax lien is not repaid in time and becomes foreclosed upon:

•	 The	mortgage	and	other	liens	become	‘unhitched’,	and	the	property	title	becomes	
‘free	and	clear’,	and

•	 Depending	on	the	state,	the	property:

o Is sold at public auction with the opening bid being the amount owing in back 
taxes and interest. If there are no bidders, then the property’s title is passed 
over to the tax lien holder, or

o Title is transferred to the investor, but first a legal order for this to happen must 
be sought and granted.

If it seems unfair that a mortgage holder might lose their security in the event that the 
owner does not pay his or her property taxes, be advised that the mortgage holder will 
be notified by the county of the impending foreclosure and may pay off the tax lien to 
protect their interest against the security. For example, it’s not uncommon for a lender to 
pay off a tax lien holder to ensure their mortgage is protected. This is another example of 
how, done correctly, tax lien investing is comparatively less risky than other investment 
strategies.
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Further notes

When a property owner pays his/her/its outstanding property taxes to the county tax 
collector, the tax lien is said to have been redeemed.

Depending on the state (see the appendix for specifics), property owners usually have 
between 18 and 36 months to repay their outstanding property taxes before the investor 
can seek to foreclose on the tax lien.

Once a tax lien has been issued, the entire amount (principal and interest) must be paid 
off in one lump sum. That is, instalment repayments are not allowed. 

Your notes
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Further notes

Before investing, it’s always prudent to weigh up the ethical considerations of the 
strategy being considered. When it comes to tax liens, the key consideration is whether 
or not you are charging usury interest, and whether or not you are unfairly evicting people 
from their homes. Each person must make up his or her own mind, but factors that may 
influence your thinking include:

•	 The	interest	rate	charged	is	mandated	by	the	government.	Regardless	of	whether	
or not you buy the tax lien, this is the interest rate that the property owner will be 
charged (and the county will receive the interest).

•	 There	are	rules	and	laws	that	protect	the	property	owner	from	being	abused	by	
unscrupulous investors.

•	 Property	owners	are	allowed	ample	time	to	pay	the	property	taxes	in	the	first	
instance, and then pay the outstanding property taxes before foreclosure.

•	 Owners	can	always	lease	or	sell	their	properties	rather	than	have	them	taken	away	
through tax lien foreclosure.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………

Your notes
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Further notes

Tax liens are not a new concept. They, and the laws and court cases that uphold them, 
have been evolving and tested over hundreds of years. This is, in fact, one of the oldest 
investing strategies in the U.S.

If you’re wondering why tax liens aren’t better known among investors, the answer is: 
they are, but mainly among the larger institutions rather than mum and dad investors.

The secret is getting out, though, and as the tax lien auctions go online, more and more 
‘average’ people are participating, as are international investors.

Your notes
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Further notes

While tax lien investing is not for everyone, it is a viable and attractive strategy for:

•	 Lower	risk	investors
 Having the property as security makes it an extremely low-risk strategy.

•	 Time-poor	investors
 Buying tax liens is not rocket science, and is perfect for investors who don’t have 

the hours needed to research and buy direct property.

•	 Equity-rich	investors
 Tax liens are an easy way of getting a good return on equity that would otherwise 

sit around earning low, or no, returns.

•	 No	structure	needed
 As you are not the property owner, you can buy tax liens in your own name without 

fear of being sued by tenants or others.

•	 Good	first	step
 Buying tax liens is an excellent first step in the U.S. property market, as you will 

become familiar with the basics of U.S. property without actually having to own 
any real estate.
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Further notes

Here’s an example of how an equity-rich investor can access additional cash flow by 
using tax liens.

Assume:

1. You had $250k equity that you could refinance in Australia at 7% interest.

2. The USD to AUD exchange rate was 1:1.

3. You could buy tax liens with an average 15% interest return.

You would make $37,500 in interest on your tax liens and pay $17,500 interest on your 
Australian borrowings. In this situation, you would be $20,000 per annum better off.

Your notes

How much equity do you have available? Using the same assumptions as above, what additional 
annual revenue could you access by investing your untapped equity in tax liens?
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Further notes

Although tax lien investing is ‘low risk’, it’s not ‘no risk’. You can still lose money:

•	 Exchange	rate	movements
 If the exchange rate deteriorates between the time you send money overseas and 

the time the tax lien redeems, and you bring the funds back, then you may suffer a 
loss on the exchange rate that is higher than the interest you made on the tax lien.

•	 Quick	payout
 It’s a catch-22: you want to earn interest, but you also want your money back – 

and if you get repaid you don’t receive any more interest. If you are redeemed and 
you want to reinvest in other tax liens, you are making an assumption that there 
will be good-quality tax liens available.

•	 End	up	with	the	property

 If you aren’t redeemed you may end up being the property owner, and if you 
don’t want to claim the property, then you will have lost the value of your tax lien 
investment.
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Further notes (cont’d)

•	 Competitive 
As more move online, tax lien auctions are becoming increasingly competitive. 
This could be a new trend, or it could just be because there are relatively few 
counties that hold their annual auctions online at the moment (but more are doing 
so each year).

•	 Dud	deal 
For reasons explained soon, it is possible to buy a dud tax lien where the value of 
the property falls to below the value of the tax lien.

Your notes
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Further notes

Assuming you are interested in investing in tax liens, you are now probably wondering, 
‘Where do you buy them?’

Although there is an emerging ‘second-hand’ market in which investors buy unredeemed 
tax liens, the primary place to acquire tax liens remains the county tax collector.

Each county that sells tax liens to investors holds at least one public tax lien auction 
every year. The traditional situation is that the auction is held live, and to buy either you or 
your proxy must attend in person.

A change that is occurring, and building more momentum as it does, is for the auctions 
to occur online rather than ‘in person’. These online auctions overcome the problem of 
physical attendance and therefore allow anyone, anywhere in the world, to participate 
(provided they successfully register and leave a deposit).

Tax liens that are not sold at the annual auction are passed back to the county and are 
then available ‘over the counter’. This is literally as the name suggests – you go to a 
counter at the county tax collector and buy the tax lien you want. Some counties also 
allow you to buy over-the-counter tax liens online.
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Further notes

Although tax lien certificates are managed at a county level, each state usually runs their 
annual auctions in the same month as they did in the year before. For example, Florida 
holds their tax lien auctions in May; Arizona’s are in February.

Several companies have emerged as the leaders in offering online auction technology to 
the	counties:	Real	Auction	and	Grant	Street	are	two	examples.	These	online	systems	are	
quite robust and have advanced search criteria. Alternatively, some counties prefer to go 
it alone and have their own online systems.

Your notes

Take	a	few	moments	and	take	a	look	at	the	Real	Auction	website	(www.realauction.com).

Locate the link that says ‘County Tax Certificate Auctions’ (it is in the left-hand menu at the time of 
writing).	This	will	bring	up	a	page	that	shows	all	the	counties	that	use	Real	Auction	software	and	a	link	
to their tax lien auction web pages.
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Further notes

To highlight the sheer quantity of tax liens that are available for sale, in Lee County there 
are approximately 625,000 property parcels, of which 51,134 had tax lien certificates 
auctioned on them at the May 2010 auction (for the 2009 property tax year).

In other words, around 1 in 12 Lee County properties had a tax lien issued against it.

Furthermore, I’m told that there were only 190 ‘investors’ who participated in that 
auction. But don’t be fooled into a false sense of opportunity… some of those investors 
are large institutions (like major Superannuation Funds) with many millions to invest.

Lee County is one of 67 Florida counties, and one of 3,141 counties in the U.S.A. Sure, 
not all of them are going to offer tax liens for purchase online, but you can see that there 
is no shortage of opportunity.

Your notes
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Further notes

You will need to register online in order to participate in the online tax lien auctions. Each 
county may require slightly different information, but all will want to know your:

•	 Tax	ID	number

•	 Name

•	 Phone	number

•	 Mailing	address.

Provided	you	have	all	the	required	information,	the	registration	process	is	quite	easy	and,	
once completed, will result in you being issued with a bidder number. You will then be 
able to log in to the auction website and perform searches, make bids, etc.

Different counties have different rules, but as a guide, the deposit you leave in your 
account will determine your maximum ‘budget’ for how much you want to invest at the 
auction. For example, if the county had a rule that you had to have a 10% deposit in your 
account, depositing $10,000 would cap your tax lien investment to $100,000.

The online auction usually takes place in batches (with an hour in between each batch). 
The results are calculated and reported within seconds after each batch closes.

You will need to pay for your winnings by the due date or risk being banned from future 
auctions.
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Further notes (cont’d)

The tables above reveal the results of my bidding at the 2010 Lee County online tax lien 
auction.

You will see I made 530 bids that totalled $943,275.75. This does not mean I wanted to 
buy $943k worth of tax liens.

In Lee County, my ‘maximum’ investment was predetermined as 20 times my deposit. At 
the time of the auction, my deposit was $15,000, meaning that the maximum amount of 
tax liens I could buy was $300,000. The figures above reveal a deposit of $32,855.93, but 
this was after I paid in extra funds ($17,855.93) to pay off my winnings. Do you see how 
the Total Deposits equals Total Winnings?

My results were that I won 51 certificates worth $32,855.93 at an average interest rate 
return of 17.996%.
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Further notes (cont’d)

In order to track the whole process through, let’s look at ‘the story’ of one of the tax lien 
certificates I purchased at the 2010 Lee County online auction. At random, I selected 
certificate number 10-018735, which cost $1.078.69 and returned the maximum 18% 
interest.

Doing a certificate search at the Lee County tax collector website, my purchase was 
confirmed – you can see my name below as the certificate holder, that I paid $1,078.69, 
and	that	I	am	eligible	to	get	18%	interest.	You	will	also	see	the	status	is	‘REDEEM’,	and	
this means the property owner has since repaid the amount owing.
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Further notes (cont’d)

This is the remittance advice that came soon after the owner paid off his/her property 
taxes	and	hence	redeemed	the	tax	lien.	Given	I	owned	the	tax	lien	for	a	total	of	91	days,	
from 25th May until 24th August, what percentage interest should I have expected to 
receive?

Although I was eligible to receive 18%, this is per annum. In this case the tax lien only 
lasted 91 days. You could say I was eligible for 91 days interest, pro rata at 18% (i.e. 91 
÷ 365 × 18%). This gives an effective return of 4.49%. However, in Florida, unless you 
bid 0%, your minimum return is 5%. Therefore, $1,078.69 × 5% = $53.93. The county 
does not charge an administration fee to process the payment and send out the check 
(at least, not yet!).

Your notes
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Further notes

Here is another example of one of my winning bids from the 2010 online tax lien auction, 
but this time it is from Orange County. It is worthy of comment because it demonstrates 
an important principle called ‘proxy bidding’.

The outcome of the online auctions is determined by a computer that has been 
programmed according to the parameters of the auction. With that in mind, in this 
example I bid 15% as my ‘maximum interest’.

In Orange County, the winner of the bid is determined by the lowest interest rate they bid 
as what they would change the property owner – from a maximum of 18% to a minimum 
of 0%, and decreasing in 25 basis point intervals.

For example, let’s say there were four investors who each wanted a particular tax 
certificate. One bids the maximum 18.00%, another bids 17.75%, a third bids 17.50%, 
and a fourth bids 15.00%. Would you expect the 15.00% bid to win?

You’d be right. because it is the lowest bid. However, to ensure that the investor is not 
short-changed, the computer will automatically place a proxy bid for the lowest-bidding 
investor at 25 basis points below the next previous highest bid. That is, even though the 
investor bid 15.00%, he/she will be awarded the certificate at 17.25% (i.e. 25 basis points 
below the next highest investor’s bid of 17.50%).
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Further notes

Back to my example from the 2010 Orange County tax lien auction. The tables above 
reveal that although I bid 15.00%, I was the eventual winner and awarded interest 
at 16.25% because the next highest legitimate bid was 16.50%. In order words, the 
computer made a proxy bid for me at 16.25%.

But hang on a minute, didn’t someone bid lower than me at 12.00%? Ah, yes they did, 
but they had ‘insufficient funds’ to win and so their bid was cancelled. What’s most 
likely to have happened here is that that bidder exceeded their maximum budget (as 
determined by their deposit) and hence all their open bids after their maximum was 
achieved were cancelled.

The existence of proxy bids adds to the excitement, and shenanigans, associated with 
the ‘game’ of online tax lien auctions. For example, you might want to ‘knock out’ other 
bidders by coming in at a lower percentage, in the hope that a proxy bid will increase 
your return. That said, you might end up with the lien at the lower rate and clip your 
profits.

Your notes

In your own words, explain what a proxy bid is and how it works.
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Further notes

Not	all	counties	have	embraced	the	advances	that	online	auctions	promise,	and	instead	
prefer to do it the old way, which is have a live auction on the courtroom steps or else in 
a room where bidders have to be present (i.e. a closed room).

This may be a little less efficient, but that in itself provides an opportunity for those who 
want to attend in person, as there is probably going to be less competition than the 
online auctions (given the hassle of having to be there).

The registration process is similar to the online auction, and depending on the rules, 
payment at live auctions is due either immediately or up to 48 hours later.

Your notes
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Further notes

Tax liens that are not sold at auction are passed back to the county at the maximum 
interest rate (as determined by state law).

Investors are then able to buy those tax liens, at the maximum interest rate, direct ‘over 
the counter’ from the county tax collector (literally – at a counter at the tax collector’s 
office). To purchase you will need to be registered, and have your clear funds ready as 
payment (cash, credit card, certified check).

Your notes
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Further notes

You can buy over-the-counter tax liens in person, which means driving to the tax 
collector’s office, registering (if you have not already done so), identifying the tax lien (or 
liens) you want to buy, paying for it/them, and then walk away with the paperwork that 
indicates you are the new owner.

If you are already registered, you can also buy over-the-counter tax liens via telephone. 
You will need to let the county know your bidder ID number, the number(s) of the tax 
certificate(s) you want to buy, and how you want to pay for it (credit card, wire transfer, etc.)
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Further notes

With so many options, you may be wondering what to do. In the first instance, I suggest 
you register and participate in the online auctions. As you build your confidence, start 
small and then work your way up.

Alternatively, if there isn’t an online auction occurring soon, you may like to do what I did. 
I launched straight in and purchased about $10,000 worth of over-the-counter liens on 
my first trip to Florida. Doing this helped me to become familiar with the due diligence 
processes outlined in this product.

You can get lists of tax lien auctions and over-the-counter liens from the offices of the 
tax collector in your chosen counties, or else from their agents if they have delegated it 
to other parties. Tommy Senatore’s office has lists available of upcoming tax lien and tax 
deed sales.

Your notes
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Further notes

If you don’t want to make a trip over beforehand, you can buy tax liens either:

1. Online at the annual auction
 Remember that you will need to be registered, and getting an ITIN can take up to 

12 weeks (less if you use Tommy’s services). You will also need to wire money 
over to the tax collector’s bank account, and you can only do this once you have 
your bidder ID.

2. Over the counter
 If you don’t want to wait for the auction, you can jump in sooner by purchasing 

over-the-counter liens. These may require a little more due diligence, given they 
are still available, but just because they haven’t sold earlier at the online/live 
auction does not mean they are duds. Again, you will need to be registered with 
the county, and this requires a tax ID.

Your notes
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Further notes

You can pay for your tax lien purchases from Australia by:

•	 Credit	card
 You can pay on the spot using your Australian credit card. Be aware that you 

will probably be charged a fee by the tax collector to cover their merchant fee, 
plus you will be stung with a less competitive exchange rate by your credit card 
provider (for the AUD to USD conversion), and possibly an overseas transaction 
fee too.

•	 Wire	transfer
 You can do an international money transfer from your Australian account (using 

your bank or OzForex). You will need to get the bank account details for the tax 
collector, and your purchase will not be confirmed until the money has cleared. 
Furthermore, if someone else comes in to buy the tax lien before your money 
clears, you will miss out. So, it’s possible, but it is a trickier logistical exercise.

•	 U.S.	payment
 Finally, if you have a U.S. bank account, you can pay for your tax liens by certified 

check (like a bank check) or by automated clearing house (ACH), which is a basic 
version of our direct debit system. If you’re not in the U.S., this is a little harder to 
organise, but it will be quicker than a wire transfer from Australia.
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Further notes

An important point to always have in the back of your mind is that competition for the 
‘really good’ tax liens is likely to be strong, and hence the interest rates that are bid very 
low. On that point, if you bid 0% interest, then that’s what you will get. However, if you 
bid 0.25%, then, in Florida at least, the minimum will be 5%. That’s why you will see 
institutions bidding 0.25% interest.

It’s time to turn our attention to examining the due diligence around sorting the ‘good’ tax 
liens from the ‘bad’, and the first issue to consider is ‘How relevant is location?’ As you 
might expect, the better the location, the more valuable the underlying property will be, 
and accordingly, the amount of associated property taxes will be higher too. However, 
competition will also be higher, and thus the winning interest rate bid is likely to be lower.

Since you are not the owner, rather than viewing a tax lien as you would a property it’s 
better to approach due diligence as a numbers game, and by answering three questions:

1. How likely am I to be redeemed?

2. How soon?

3. If I end up with the property, what is the margin between the tax lien’s value and:

a. The appraised value of the land, and

b. The appraised value of the land and property?
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Further notes

Provided the appraised value of the property is greater than the value of all outstanding 
tax liens, in my opinion you have a 96%+ chance of being redeemed.

That said, you still might have to start the foreclosure process to be redeemed, but if the 
value of the outstanding lien(s) is less than the appraised value of the property, there is a 
low probability that you will become the eventual owner.

When I buy tax liens, I do so with the aim of being redeemed, and so I search for liens 
with this bias. Another strategy is to buy with the view of becoming the eventual owner.

Your notes
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Further notes

Given that I want to be redeemed, my chief concern when doing my due diligence is to 
determine how much margin there is between the value of the property and the total 
amount of the tax liens outstanding. I do this via two simple rules:

1. 5% rule
 The current year’s outstanding property taxes cannot be more than 5% of the 

property’s current appraised value. Given that most property taxes are between 
1% and 3% of the value, this isn’t usually a problem.

 The reason for this rule is that it allows a buffer zone (I call it ‘fat’) for continued 
decreases in value, so that if I need to foreclose in two years’ time (the minimum 
time in Florida for the owner to repay the outstanding property taxes), the 
combined value of the outstanding property taxes should still be less than the 
property’s (reduced) appraised value.

2. 40% rule 
 The second rule is that the total of all outstanding tax liens must be less than 40%. 

 We haven’t talked about the concept of multiple outstanding tax liens until now, 
but in reality, if a property owner doesn’t pay their taxes in the current year, they 
may not have in previous years, and they may not in years to come. 
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Further notes (cont’d)

Again, keeping the 40% rule ensures that, should the property need to be foreclosed 
upon, and should I become the eventual owner, there should be enough equity left in 
the transaction that can be realised upon sale to ensure I’m repaid what I’m owed (and 
hopefully extra too).

Your notes
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Further notes

Depending on the state, to ensure the property owner has sufficient time to pay off the 
debt, you may have to wait three or more years before you can start the foreclosure 
process to force the owner to either repay the property taxes or else lose their property 
(see the appendix for more information about the time periods allowed in each state). 

Therefore, the following are possible when buying tax liens:

1. No previous tax liens have been issued (or are outstanding) at the time you buy

2. When you purchase, there are previous tax liens issued against the property

3. Either (1) or (2), and no further tax liens are issued in the period you own the lien

4. Either (1) or (2), and further tax liens are issued in the period you own the tax lien.

It’s prudent to plan for the worst-case scenario: option 4. If there are other tax liens 
outstanding, then the foreclosing investor has to pay out all the other tax lien holders 
above them, and in some states, also has to pay out the tax lien holders below them.

For example, let’s assume that you bought a Florida tax lien at this year’s auction. We’ll 
call this year ‘Year 0’. In your due diligence you have discovered that there is also a 
tax lien certificate outstanding for the previous year’s unpaid property taxes. Now fast 
forward two years to the point where you are able to foreclose. In those two years, two 
further tax lien certificates have been issued for two more years of unpaid property taxes.
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Further notes (cont’d)

Here’s a summary of how it looks:

Year Status Face	Amount Interest	Owing*

Year +2 Tax Lien Issued – Bill $2,200 $110 

Year +1 Tax Lien Issued – Betty $2,100 $378

Year 0 Tax	Lien	Issued	–	You $2,000 $720

Year -1 Tax Lien Issued – Bob $1,900 $1,026

Total $8,200 $2,234

*Assuming 18% interest, and that Bill would only get 5% as he was paid out soon after buying.

In this case, even though Bob could have started foreclosure last year, let’s assume he 
was lazy and didn’t. You’re not so passive, though, and you decide to take action and 
force the owner to either pay you back or lose the property.

Before you can start foreclosing, you must pay out the outstanding debts (face amount 
and interest) of all those above you (Bill and Betty), and, in Florida at least, you would 
also have to pay out Bob, who is below you. In this case, your total investment would be 
$10,434 ($8,200 + $2,234).

Hopefully this example illustrates how, at first glance, you think you are only investing 
$2,000, but, in a worst-case scenario, how you might need to pay out thousands more. 
Furthermore, it also demonstrates that you need to allow ‘fat’ between the value of the 
home and the value of your tax lien to allow for:

1. Possible future tax liens, and

2. Potential falls in the value of the property.

Let’s look at a real-life example of a deal where there are multiple tax liens outstanding 
(on the next page).

This property is located in a boutique area to the west of Fort Myers. Data from the 
property appraiser sees the land and buildings are valued at $63,451. Data from the tax 
collector reveals that the current year tax lien for sale is $1,524.99, and that there are two 
other tax liens outstanding:

•	 2009:	$1,641.35	attracting	interest	at	17%,	and

•	 2008:	$1,952.47	attracting	interest	at	7.5%.

Furthermore, the current year’s taxes (which are not yet delinquent) have also not been 
paid. In summary then:

•	 The	property	is	valued	at	$63,451.

•	 The	available	tax	lien	at	the	auction	was	$1,524.99.

•	 The	value	of	the	two	outstanding	prior	year	tax	liens	was	$3,593.82.

•	 Including	the	current	year,	the	total	debt	is	$5,118.81.
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Further notes (cont’d)
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Your notes

Do you think the investor got a good deal? Why or why not? 

Further notes (cont’d)

Bearing all this in mind, would you have bid on this tax lien at the auction, and, if so, what 
interest rate would you have bid (from 0% up to 18%)?

Your	interest	bid
(from 0% to 18%) %

I bid 18% but missed out. The image below is sourced from the tax lien auction website 
and shows the distribution of the bids:

The winning bidder bid 9.00%, but, as the next highest bid was 9.75%, the computer 
made a proxy bid for them at 9.50% (i.e. 25 basis points below the next highest bid).
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Further notes

When doing my due diligence on tax liens, the sources of information I use are:

1.	 Tax	auction	website
 This will provide a lot of information about the property, its value and any 

outstanding tax liens.

2.	 Tax	collector	website
 You can see the prior history of property taxes on the property and gain an insight 

into the payment history of the owner. For example, some owners have a history 
of leaving it until they are about to lose their property before coming up with the 
money owed.

3.	 Property	appraiser
 More information about the property, including sales history, values, permits, etc.

In the early days you will want to look at all three sites, but as you become more familiar 
and proficient, it becomes a numbers game, which means you can narrow your search 
parameters and make bulk offers using the auction website only.
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Further notes

Here are four tips for beginners:

1.	 Avoid	land
 Unlike in Australia, land in the U.S. is not generally scarce. In a tight property 

market, the value of land falls sharply and is a lot harder to sell. So beginners 
should avoid land, as the likelihood of foreclosure is a lot higher, as is the possibility 
of the value falling to below the amount of the outstanding tax lien debt owing.

2.	 Buy	homes
 When you buy a house someone is living in as their home (you can tell this by 

whether they are given a homestead or owner exemption), there is a higher 
probability that you will be redeemed.

3.	 Diversify
 Avoid putting all your capital into one or two tax liens, and instead spread them 

around. For example, if you have $20,000 to invest, aim for 20 × $1,000 liens, or 
10 × $2,000 liens, rather than 1 × $20,000. The higher value liens are usually more 
competitive and therefore the interest rates on those liens tend to be lower.

4.	 Aim	for	15%+	interest
 If you’re going to do this, then you want to make it worth your while, so don’t bid 

below 15% interest while you are learning the ropes.
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Further notes

Once you become more advanced, you may like to try some creative approaches, such as:

1.	 Leapfrogging
 If there is a tax lien outstanding for an earlier year on a property on which you have 

also bought a tax lien, you can approach earlier tax lien holder(s) and look to buy 
their liens, thereby allowing you to foreclose sooner and get your money back 
quicker. On that point, tax liens can be assigned to another person and, as such, 
can be bought and sold among investors outside the auction and over-the-counter 
systems.

2.	 Targeted	search
 You may like to search and target properties for which there are two years of tax 

liens already outstanding. on the assumption that the older tax lien holder is about 
to foreclose. In this situation, you could bid 0.25% on the assumption that your 
minimum is 5%, and this will be earned in the month or two after purchase as the 
older tax lien holder buys you out in order to start the foreclose process.

3.	 Properties	for	sale
 Another option is to target properties that are currently for sale. One way to 

see if the property is for sale is to google the address. The logic is that before a 
property’s title can be transferred to the new owner, all tax liens must be repaid.
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Further notes (cont’d)

4.	 Land	ahoy!
 If you know what you’re doing, land in certain circumstances can work. You need 

to do more research on resale values, though, before buying the lien, to ensure 
that there is a market for it in case you need to foreclose and sell to recoup your 
investment.

Your notes
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Further notes

As our discussion of tax liens comes to an end, let’s look at the redemption process in a 
little more detail. 

Step	1. Repayment	of	property	taxes
The property owner has failed to pay his/her/its property taxes on time and has had a tax 
lien issued against the property.

However, the owner now has the money to pay the outstanding property taxes and 
interest, and pays this to the tax collector.
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Further notes (cont’d)

Step	2.	Checks	&	balances
With the property taxes paid, the tax collector removes the lien and sends the investor a 
check and a remittance advice.

It’s also worth reminding you about some of the other rules relating to redemptions that 
we’ve already covered:

•	 Part	payments	of	outstanding	property	taxes	where	liens	have	been	sold	to	an	
investor are not allowed.

•	 The	tax	collector	will	mail	out	the	check	to	whatever	address	you	have	nominated,	
including an Australian address.

•	 You	can	bank	a	U.S.	dollar	check	into	an	Australian	dollar	bank	account,	but	there	
will be delays and fees for doing so, and you’ll also be stung with a less favourable 
exchange rate than you might otherwise negotiate with an electronic international 
money transfer.

I use Tommy Senatore’s office system for receiving and banking my tax lien redemption 
checks. They usually send me the paperwork received from the tax collector within 24 
hours, and bank within 48 hours. So far I’ve found it convenient and pain-free. For those 
reasons, I recommend it.

My experience with redemptions is as follows:

•	 As	far	as	I	can	tell,	the	psychology	of	a	U.S.	property	owner	is	that	they	will	pay	the	
taxes when they get around to it, and if they’re late, then the interest penalty isn’t 
too much of a concern. Remember, this a society that lives on credit cards with 
interest rates at 20%+ and no one blinks an eye.

•	 I’ve	been	surprised	by	how	quickly	my	tax	liens	are	being	redeemed.	This	really	
does work, and you really do get checks sent to you on a regular basis!

•	 At	the	moment	my	only	frustration	is	that	once	the	tax	liens	redeem,	there	are	not	
enough quality over-the-counter liens left to buy in Lee County six months after a 
competitive 2010 auction. This means I am pooling my money in my bank account 
at low interest, which has forced me to take a closer look at direct property 
purchases.

•	 My	strategy	while	I	am	building	up	a	capital	base	is	to	invest	in	tax	liens,	and,	as	
they redeem, look to reinvest that money in foreclosures and rentals (i.e. direct 
property investing).

The next page contains another example of the paperwork I’ve received with tax lien 
redemptions, this time from Seminole County.

Your notes
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Further notes

The final aspect of tax liens to examine, in slightly more detail, is the foreclosure process.

The rules and processes to foreclose on a tax lien vary from State to State, but the two 
main options are:

1.	 Judicial	transfer
 You apply to the courts, via your attorney, to be awarded title to the property on 

the basis that the tax lien has not been redeemed in time.

2.	 Public	auction
 The foreclosure results in the property being placed up for public auction (in some 

states the auction occurs online), with the opening bid being the total amount that 
is owed in taxes, interest and fees. If the property is bought at auction then the 
investor is paid out and the county retains the balance (on behalf of the owner). 
If the property is not sold (i.e. there are no buyers at auction) then property is 
awarded to the investor.

 In an auction where no one bids, the investor has the choice of walking away from 
the title, in which case they will simply lose the amount they are owed and the title 
will revert to the county.
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Further notes (cont’d)

Be aware that most states have a finite window of opportunity in which to start the 
foreclosure process. For example, in Florida, tax liens lapse seven years after being 
issued.

Homestead	properties
This topic was not covered in a lot of detail at the seminar, but it is worthwhile covering 
now.

When I talk about homestead properties I am not talking about a type of property – that 
is, a nice-looking home with a verandah – I am talking about a property where the owner 
also resides (i.e. it’s their home).

Where a property has been identified as a homestead, the owner is afforded extra 
protection against the cost of property taxes and against potential foreclosure.

In Florida, a homesteaded property can still be foreclosed on in order to repay an 
outstanding property tax debt. However, when it comes up for auction, the opening bid is 
increased by 50% of the property’s value. That’s done to provide the owner with a little 
extra cash in their pocket. That said, if the county cannot find the owner, then they will 
eventually pocket the surplus funds.

With this in mind, when you bid for tax liens on homesteaded property you need to also 
add in to your calculations 50% of the current property value. This will instantly break the 
40% rule I mentioned earlier, but on the upside, there is a higher chance that you will be 
redeemed because the property is someone’s home.

In a declining market, the strategy of buying homesteaded property may bite you, as by 
the time you add on 50% of the value to the opening bid, the sum of all the outstanding 
tax liens and interest owing may be less than the property is worth.

If you do decide to buy a tax lien on a property that is flagged as homestead, make sure 
you do your numbers more carefully, since the chance you will end up with the property 
if you foreclose may be higher.

Your notes
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Further notes

Step	1:	The	start
The foreclosure process begins with the investor approaching either the county or their 
attorney and clarifying the correct process.

There will normally be paperwork to file, with supporting documentation, and there will 
be fees to pay too. Depending on the due process, and the backlog of submissions, it 
can take several months for the next step to occur.

Step	2:	The	middle
The tax collector or 
court clerk will then 
notify the property 
owner and other 
interested parties that 
their ownership of, 
or claim against, the 
property is at risk of 
being lost unless the 
property taxes, interest 
and fees are paid by 
the due date.
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Further notes

Step	3: The	end
The tax lien foreclosure process is completed if the property taxes are not repaid in 
time, and the property is either auctioned or else the property’s title is transferred to the 
investor.

To give you some idea of the quantity of tax lien foreclosures, in Lee County there are 
currently between 300 and 400 foreclosure auctions per month. These are held online at 
https://www.lee.realtaxdeed.com.

Your notes

Explain why an investor might want to foreclose on a tax lien investment, when doing so means he or 
she will no longer earn any interest.

Why is it so important for a property’s value to be higher than the amount of the tax liens outstanding?

Given the question above, when might an investor not be interested in foreclosing on a property? Why?

    TIMING: DVD  ………………………………… Approx. time  …………………………………………



PAGE 172 | © 2011 PropertyInvesting.com

Further notes

Done right, for the sorts of returns on offer, tax lien investing would have to be one of the 
easiest and lowest risk investing strategies I have ever seen.

Furthermore, the due diligence is quite simple and straightforward, and aside from some 
running around to get registered, the online and over-the-counter purchase systems are 
straightforward and user-friendly.

There are downsides though, and the two biggest are the currency risk associated with 
investing in Aussie dollars, and the fact that once you are paid out, you have to reinvest 
your money – and at that time, there may not be enough tax liens of suitable quantity 
available for purchase over the counter.

Still, if you could earn a 15%+ return with no tenant hassles, it’s worth considering how 
tax liens might fit into your investing plans.

Your notes
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Further notes

Purchasing tax liens involves buying unpaid property taxes. It is an indirect property 
investing strategy because the financial return is interest-based; there are no capital 
gains.

For those investors who want the potential of earning higher cash flow returns, or else 
desire lump sum cash and capital gain profits, and are willing to take on more risk to get 
it, buying direct U.S.A. property is worth considering – especially while real estate prices 
are so low and the purchasing power of the Australian dollar is so high.

If you’re worried that investing in the U.S. will be significantly different to Australia, stop. 
Although you will soon see that some of the terms, laws and processes are different, the 
basic premise of buying a property to rent or improve with the aim of earning a desired 
financial return is the same, regardless of whether the property is in Australia or the U.S.

Your notes
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Further notes

A good place to begin is by drawing a comparison between tax lien investing and 
purchasing direct property.

•	 Rights
 Tax lien investors do not own the underlying property, whereas you will be the 

owner if you buy it as an investment property. Being the owner gives you the 
freedom to decide who lives in it, and what improvements will be made. That 
is, you are more in control over your profits as a direct property owner, because 
you have the ability to increase your returns (rather than receive a set interest 
return), plus you have more say in when you get paid (as opposed to waiting to be 
redeemed). 

•	 Investment	term
 When you buy a tax lien you earn interest up until the time that the property taxes 

are repaid and the lien is cancelled. A rental property has an infinite life so long as 
a tenant is living in the property and paying rent.

•	 Capital	returns
 Tax liens do not attract capital appreciation, whereas property values rise (and 

fall) over time. On this point, although the near-term prediction for U.S. real estate 
prices remains grim, the medium and longer term pictures are significantly better. 
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Further notes (cont’d)

 A good indicator of this is the difference in price to buy vs. build. At the moment it 
is up to half as cheap to buy a second-hand house as it is to build a similar house 
new. This is an indication that prices have fallen to artificially low values against 
long-term trends. 

•		 Income	type
 Tax lien investors earn interest. Direct property investors earn rent and can also 

access lump sum gains by manufacturing equity (through value adding), and 
capital appreciation.

•	 Ownership	costs
 Since tax lien investors are not property owners, they do not have to pay the 

normal ownership costs of insurance, maintenance and property taxes, nor do 
they have to worry about vacancy risks or rental management fees. Investors who 
purchase direct property will need to plan for and overcome these concerns.

It’s definitely true that there are risks associated with direct property ownership that do 
not exist when buying tax liens. You will need to be paid a higher return for taking on 
these risks, and this means that your minimum acceptable return from direct property 
ownership needs to be higher than your minimum acceptable from tax lien investing.

For example, if you want a minimum of 12% on your tax lien investments, you might say 
you want a minimum of 18% on your direct property investments (i.e. an additional 50% 
return for the added risk).

Your notes

What’s your minimum annual net interest 
return on a tax lien investment?

%

What’s your minimum annual net rental return 
on a direct property investment?

%
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Further notes

The United States of America is a massive country – in terms of both land and people.

Geographically, the U.S.A. has a land mass of 9,629,091 kilometres (making it the world’s 
fourth-largest land mass) against Australia’s 7,692,024 kilometres (the world’s sixth-
largest land mass). That is, the U.S.A. is the equivalent of one and a quarter Australias.

However, while its land size is only a quarter larger than Australia, the U.S.A. has a 
population that is 13.7 times ours: a population of 310 million against 22.5 million.

As you would expect, a country that is bigger and has more people creates a significantly 
larger market for investment properties and tenants.

Unlike Australia, the U.S.A. has a greater variance in temperature, and this natural 
phenomenon influences the way houses are constructed and managed. For example, 
the farther north you go, the colder it gets – to the point of snow and below-freezing 
temperatures. In these areas, houses need protection against pipes freezing, and heating 
is a necessity. On the other hand, the farther south you go, the hotter and, usually, the 
more humid it is. There, cooling is a necessity.

A real estate investing mantra to remember is: so long as people live in houses, you can 
make money from real estate investing. If you agree with this, then the size and diversity 
of the U.S.A. provides tremendous opportunities for cash and cash flow returns that far 
exceed those that can be achieved in Australia.
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Further notes

Just as the land and population of the U.S. is diverse, so too are the types of properties 
you can buy.

You have single-family dwellings, which could be:

•	 Detached	houses

•	 Condos/units

•	 Townhouses

•	 Mobile	homes.

You have commercial property, which could be:

•	 Multi-family	dwellings	(called	plexes)

•	 Mobile	home	parks

•	 Offices

•	 Factories

•	 Warehouses.

And then, of course, there is land.
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Further notes (cont’d)

Since any of these types of property could potentially make money, the real question is, 
how can you acquire the necessary time, money and skill to make your desired minimum 
return in your chosen ‘field’ of investment expertise?

Your notes

Do you have a natural bias towards any of the types of real estate mentioned on the previous page? If 
so, what and why?  
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Further notes

Still interested in buying direct U.S. property? If so, then the three main ways to do so 
are: 1) through a realtor, 2) at a foreclosure auction and 3) via the For Sale By Owner 
network. Let’s take a quick look at each before closer examination later on.

1. MLS	(realtor)
When searching for properties that are for sale, your first and easiest option is to scan 
the	Multiple	Listing	Service	(called	the	MLS).	This	is	a	nationwide	database	of	properties	
managed	by	the	National	Association	of	Realtors.	The	closest	thing	to	the	MLS	in	
Australia is the database of properties available at Realestate.com.au.

In the U.S., a real estate agent is called a ‘realtor’. One difference to the way property 
is sold in Australia and the way it is sold in the U.S. is that in the U.S. a usual (but not 
mandatory) practice is for the buyer to have a realtor acting for them, and then the seller 
has another realtor as their agent.

This means that there are four parties to the sale (buyer, seller and two realtors), and so 
time can be wasted going back and forth. The commission paid by the seller (the norm is 
6%) is then split between both realtors.
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Further notes (cont’d)

Realtors act as sellers’ agents for the following sorts of people:

•	 Homeowners	who	want	to	upsize,	downsize	or	side-size

•	 Investors	selling	investment	property

•	 Businesses	owning	their	own	premises

•	 Financiers	who	are	selling	property	they	have	foreclosed	on	(called	real	estate	
owned (REO) property)

•	 Homeowners	and	financiers	under	an	agreed	‘short	sale’.

Only	member	realtors	can	access	the	MLS	directly.	Third-party	users	need	a	portal	or	
interface, and the most common one is www.realtor.com.

Your notes

Test out Realtor.com by doing a search on Las Vegas properties valued between $0 and $30,000. How 
many	come	up?	Can	you	find	one	that	looks	good?
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Further notes

2. Foreclosure	auctions
As mentioned, the easiest option when searching for investment property will be 
searching	the	MLS	and	dealing	with	realtors.	However,	a	second	option	exists	that	
involves buying property at a foreclosure auction – either live or online.

The two most common reasons why properties are foreclosed are:

1. The mortgage is in default, or

2. A tax lien has not been redeemed in time.

Banks may sell foreclosed properties direct to the public, but, for reasons described 
soon, such opportunities are usually for sophisticated and well-heeled investors.

In Australia, when a bank forecloses on a property, that property has to be sold ‘at public 
auction’, with the bank normally setting an auction reserve of at least what they are 
owed. The same happens in the U.S.

You may remember from earlier discussion that foreclosed properties which the bank has 
repossessed	are	often	resold	via	the	MLS,	with	lenders	appointing	realtors	to	act	on	their	
behalf. In order to do this, though, the bank must first have taken the property to auction 
and effectively bought it back.
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Further notes (cont’d)

Under this second purchasing option, purchasers are not buying through realtors but 
are buying at foreclosures auction and may be bidding against the bank until the bank’s 
reserve is reached.

Foreclosure	properties	can	generally	be	bought	cheaper	than	on	the	MLS,	but	the	quality	
of the title being acquired can be compromised, since some liens remain attached to the 
property and will become your responsibility to repay. For example, if you buy a property 
at a mortgage foreclosure auction, then you will have to pay any outstanding property 
taxes and tax lien certificates. 

It can also be more difficult, and more expensive, to insure the title of a property 
purchased at a foreclosure auction, and this highlights that extra due diligence is needed 
if you buy using this approach.

Your notes
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Further notes

Title insurance

One significant difference between Australian and U.S. real estate is the concept of title 
insurance.

In Australia, when a property is purchased, a solicitor or conveyancer checks to see that 
the title is free from claims and encumbrances. This is possible because the databases 
of land and land claims are current and reliable.

In the U.S., property records have historically not been kept as well, and so a system 
has evolved whereby a property’s title can be insured against loss from unknown title 
defects.

When you buy a property from a realtor, in almost all cases you will be buying what’s 
called a warranty deed – the highest form of deed available, because the seller 
guarantees (warrants) that he or she holds clear title and has the right to sell it.

On closing, the paperwork you receive from the title company (the company or solicitor 
hired by the seller to handle the creation and lodging of the required paperwork) should 
include a copy of the title insurance.

If you buy a property without title insurance, you can always try and insure it later on. Of 
course, if there are any liens or claims then your ownership interest may be questioned.
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Further notes (cont’d)

Another type of deed that properties are sold under is called a quit claim deed. This is 
where the seller disclaims any interest she or he may have in the property, and transfers 
that interest to the buyer. An example of a quit claim deed would be where one partner 
transfers ownership to the other in a divorce, or where one investment entity transfers 
ownership to another investment entity in the same group.

Tax deeds (i.e. foreclosures on tax liens not redeemed in time) are often sold as quit 
claim deeds, which is why investors buying these properties need to do their homework 
by researching the title thoroughly.

Your notes
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Further notes

3. For Sale By Owner
The final major way to buy property is using the ‘For Sale By Owner’ system. Given the 
U.S. property market is a lot bigger than Australia’s, and given that the commission paid 
to realtors is higher (6% in the U.S. compared to 3% here), many buyers try and sell the 
property themselves to save extra dollars.

There are many websites that act as clearing houses or online markets for vendors who 
want to sell FSBO. More information about FSBO is provided shortly.

Your notes

Do a Google search on ‘FSBO’ and compare the FSBO system in Australia to what happens in the U.S.
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Further notes

After deciding how you want to purchase direct property (i.e. through a realtor, at a 
foreclosure auction or via the FSBO network), the next consideration is, ‘What entity or 
structure should I purchase under?’

James Simango from U.S. Tax Central will provide more information soon, but as an 
overview, here are four broad structuring considerations:

1. Asset protection
 U.S. citizens tend to be a litigious bunch, and so if you are planning on buying 

direct property then you must carry adequate insurance. It’s also best practice to 
purchase your property in an entity that provides the owners with limited liability. 
In my case, I use a Limited Liability Company that was incorporated in Florida.

2. Tax planning
 As in Australia, the various U.S. entities you can invest under are taxed according 

to different rules and at different rates. Your U.S. accountant will be able to advise 
you about what’s best in your circumstances.
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Your notes

Further notes (cont’d)

3. Cost
 The more elaborate your structure, the more expensive it will be to set up, 

maintain and eventually wind up. Before creating a structure, think about what 
you’re trying to protect, because there’s no point protecting an empty castle, nor 
do you need the accounting equivalent of guard dogs and barbed-wire fences to 
protect low-value assets. 

4. Big picture
 Make sure you have a structure that is flexible enough to grow as your investing 

activities expand.



PAGE 188 | © 2011 PropertyInvesting.com

Further notes

Since U.S. citizens have a predisposition towards litigation, law suits are often threatened 
and used in a way which doesn’t happen in Australia.

While I don’t think that it’s necessarily needed unless there is a specific known risk, 
the frequency of legal action has created a new form of insurance which allows you to 
protect yourself against the high costs of defending law suits. 

In regards to who may sue you, if something you did (or did not do) causes loss or 
damage to someone or their property, then you may be sued by:

•	 Tenants

•	 Tradespeople

•	 Passers-by.

And you may be sued by the county (and fined) if you break any of their codes.

The threat of being sued is real and you should treat it seriously.

Your notes
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Further notes

When thinking about the risk of potential litigation, remember that prevention is far better 
than cure. That is, reducing the likelihood of being sued in the first place is a far better 
strategy than fighting law suits as they occur.

Keeping your rental properties clean and safe is obviously good business practice, but it 
will also reduce the risk of slips and falls. You also want to make sure the electricals are 
safe, the wet areas drain properly, and the pathways, roof and guttering are in good order.

At a minimum you will want to ensure your investment has public liability insurance. In 
some instances, the cost of carrying building insurance will make it uncommercial. This 
being the case, it’s wise to get insurance quotes before you commit to buying (as part 
of your due diligence). If you can’t get building insurance, then I would think twice about 
buying.

While your choice of ownership structure can add protection by creating a barrier 
between your personal and investment assets, remember that all assets in that structure 
are at risk if the structure is sued. That’s why you may want to set up multiple entities as 
your portfolio grows.

Finally, the way you store your personal wealth is important. Rest assured that if you are 
sued, the lawyers will be trying to work out what assets they can get their hands on, and 
so it is smart to get advice on how to retain control of significant personal assets without 
owning them (and therefore potentially having them taken away).
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Further notes

The diagrams on the previous page link many of the concepts mentioned in this product 
in such a way that you can see how they relate and influence one another. The smiley 
face represents you, and shows how your time, money and skill constraints shape what 
you can realistically achieve from your investing. Quite often your constraints will cause a 
conflict with your investing ambitions, so one of your most difficult jobs will be to find a 
way to keep both sides in some sort of sustainable harmony.

The house represents your investment(s). In contemplating your strategy, you need to 
think about your desired return (cash flow, cash or capital gains), and then which strategy 
is going to help you achieve that outcome so that you make the most money, with the 
least risk, in the quickest time.

Your notes

1. Explain how your constraints impact these four questions: How much down? How much back? 
How much time? How much risk?

2. What financial return(s) and strategies do you have a natural interest in? Why?

3. Answer the four questions raised in the slide at the top of this page.

4. What insights have you gained about yourself and your investments by answering them? 
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Further notes

Let’s now take a closer look at the three ways to buy U.S. real estate, starting with 
realtors and the MLS.

The relationship between realtors, buyer and sellers is slightly different in the U.S. than 
it is in Australia. In Australia, if you see a property and want more information, you tend 
to contact the agent that has the listing. That agent will answer your questions and will 
assist in writing up the sales contract. In the U.S., although you can deal directly with the 
selling agent, buyers tend to retain their own realtor to act on their behalf, prepare the 
contract, and negotiate with the seller’s realtor. Why do they do this? It’s hard to tell, but 
it seems that’s just the way the system evolved.

When you think about it, a system of two realtors (one for the buyer and one for the 
seller) actually works in favour of foreign buyers, because it conceals that you are not a 
U.S. citizen, since your American realtor is your representative. It also makes life easier 
for you, because all you need to do is find one realtor you like working with, and then use 
that contact to manage your offers across the whole U.S.A. This is what I do.

In the U.S., the seller pays the sales commission to their realtor, who then shares the 
commission with your realtor. Sometimes, and especially on short sales and foreclosures, 
your realtor may charge you extra commission to make it worth their while given the 
extra time and effort involved. For example, I pay my realtor $1,250 per property I buy, 
and if the commission paid by the selling agent isn’t enough, I kick in the shortfall.
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Further notes

In addition to searching portal websites like  
Realtor.com, I recommend that you set up automatic 
alerts so that when properties that meet your ‘target 
profile’ are listed, you’re sent a computer-generated 
email telling you about it.

Here’s an example of an email alert that I received 
from Realtor.com based on one of my ‘saved search 
results’.
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Further notes

There is another, and in my opinion better, option for accessing the MLS, but to do it you 
will need to build a relationship with a realtor who has the appropriate access to the MLS 
(not all realtors pay for MLS subscription).

What happens is that the realtor sets up your 
search parameters within their MLS account 
(rather than a website that is a portal to 
the MLS), and that way you get access to 
the information slightly earlier, plus you get 
alerts when the price of properties that you 
‘watching’ changes. Here’s what those  
emails look like:
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Further notes (cont’d)

Furthermore, this option has a separate area (a client portal) where you can view and 
track your hot list properties. Here’s what it looks like:

I prefer to use this portal as my main source of potential properties (I usually get two to 
three emails a day advising of new or updated listings), and I supplement it with a weekly 
check at realtor.com

A final option is to source deals from ‘REO’ (real estate owned) websites. These are 
websites created by financiers to sell properties they have repossessed. You won’t be 
able to deal with the bank direct, but these websites will point you in the direction of 
the realtor hired by financier to sell the property. You would expect that foreclosures 
properties listed on an REO website would be for sale through the MLS, but this isn’t 
always the case.

Your notes

Take a moment and do a Google search on ‘Wells Fargo REO’. This is the Wells Fargo (a bank in the 
U.S.) website, which you can use to search property they have foreclosed on and which is now for sale 
(through their appointed realtor).
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Further notes

The first and most common type of realtor sale is where the owner is the vendor and the 
property is being used as a home or investment property. 

The price and terms of these sales are generally more negotiable, especially if you’re 
seeking creative finance (such as vendor carry back loans).

Unlike Australia, where it normally takes 30+ days to settle, properties in the U.S. can 
‘close’ extremely quickly: in a matter of days. Being a cash buyer and being able to 
close quickly are two very powerful negotiating advantages you can use to bargain 
down the price.

Most vendor sales are ‘warranty deed’ sales, and as mentioned earlier, this means that 
the title will be free and clear of encumbrances, and that it will be easy to get a title 
company to insure the title against claim or defect. 

Vendor sales are advertised on the MLS and on FSBO websites. Realtors are normally, 
but not always, used.

Your notes
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Further notes

The second type of sale is a mortgage foreclosure, more commonly known as a real 
estate owned (REO) sale. This is where the financier has taken or bought back the 
property’s title (usually at the foreclosure auction), and is now reselling it via a realtor on 
the open market.

The price and terms on REO properties are certainly negotiable, but in preparation for 
sale, the financier will have ordered a valuation and your offer will need to be ‘in the ball 
park’ in order for the financier to accept it.

In the REOs that I’ve bought, the financiers have been relatively quick in getting back 
with a response, and have wanted to close in around 14 days. Unless otherwise 
mentioned, it is normal for the title of REO properties to be ‘free and clear’, meaning 
that there won’t be any encumbrances such as mortgages or liens outstanding. The sale 
should also come with title insurance.

Foreclosure sales where the title has reverted to the bank are normally sold via realtors 
and are usually, but not always, advertised on the MLS. They can also be advertised on a 
financier’s own REO website.

Your notes
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Further notes

Given the decimation of property prices in post-GFC America, the number of short sales 
is increasing, as more and more homeowners find themselves with mortgages that 
exceed the value of their properties.

A short sale is where the expected proceeds of the sale fall short of what is owed. 
However, as part of the negotiation between the lender and the owner, in an agreed short 
sale the lender will not pursue the owner for the shortfall.

This is a win/win, as the lender gets their property back in a better condition than if it 
was abandoned, and the owner saves his/her credit record from being tainted with a 
foreclosure recorded against it.

Short sales are difficult for buyers to negotiate, as there are now five parties who have to 
agree: you, the seller, the buyer’s and seller’s realtors, and the financier. This often causes 
delays of weeks, if not months. Although a realtor can submit an offer quickly, it can take 
90 days or longer to hear back from the financier as to whether or not it is acceptable.

Some rather random things can happen as well. For example, I made an offer on a short 
sale of $19,000 on a property that was listed for $21,000. The realtor submitted the offer, 
and then the financier countered at $29,000. How does that work… to counter for more 
than the list price? Anyway, as at the time of writing, I countered at $21,000 as my ‘best 
and final offer’. I’m waiting to hear back.

Short sales are normally advertised on the MLS. They are clearly advertised as short sales.
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Further notes

In Australia, while councils have the power to auction your property for unpaid property 
rates, it rarely happens. Furthermore, while lenders can and will foreclose on your 
mortgage if you don’t pay, this tends to be a quiet matter for the most part (although you 
do see ‘Mortgagee Auction’ splashed around on ads as a way of attracting buyers). It’s a 
different situation in the U.S., where the sheer number of people who live there, and the 
diversity of ethnic, educational and income backgrounds mean that foreclosures are an 
accepted fact of life. 

In a mortgage foreclosure, the property is usually sold at public auction (which can be 
held	live	or	online)	by	the	county’s	court	clerk.	Provided	they	are	registered	(as	needed),	
and have the cash, potentially anyone can acquire a foreclosed property.

Often though, the lender will be bidding against you, because the winner gets the 
property with the mortgage cancelled. Since they are owed money on it, they can bid 
up to the amount they are owed and not be out of pocket. That is, the lender is owed 
the money and are forcing the foreclosure to recover title. So, if they buy it, the money 
they pay up to the value of their debt goes to themselves. A property passed back to 
the financier at a mortgage foreclosure will usually later appear as a REO sale and be 
available through the either the financier’s REO website and/or the MLS.

One observation I’ve made is that having your property foreclosed on in the U.S. has far 
less social stigma attached to it than it does in Australia. This is especially so since the 
GFC, which has resulted in values falling by as much as 80%.
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Further notes

Foreclosure auctions were once held (literally) on the steps of the local county court. In 
some cases they still are, but the trend is towards online auctions.

For instance, in Lee County Florida, both tax lien foreclosures (called tax deeds) and 
mortgage foreclosures are auctioned online using systems written by Real Auction. At 
the time of writing the links were:

•	 Tax	deeds:	https://www.lee.realtaxdeed.com	

•	 Mortgage	foreclosures:	https://www.lee.realforeclose.com.

Let’s take a look at how this works using a property that was being auctioned as a 
mortgage foreclosure on the 10th December 2010. The record over the page was 
extracted from the foreclosure auction website for Lee County.
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Further notes (cont’d)

This property has been through the court process and had a final judgement issued 
against it for $1,266,809.83. At a guess, this is probably what is owed to the lender in 
principal and interest outstanding up until foreclosure date. The owner would have been 
notified of this judgement and been given time to repay it. They didn’t, and the property 
is scheduled for public auction.

Note that the shortfall owing is not forgiven if the security is not enough to cover the 
debt. Rather, the individual still owes the money, it’-s just that the property is no longer 
mortgaged as security against that debt.

A search of the property appraiser’s website revealed that the property is a three-
bedroom, two-and-a-half bathroom home with water boat access to the Gulf of Mexico. 
It is only worth $468,419, so you can see that it has significantly fallen in value against 
what is owed.
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Further notes (cont’d)

A quick search of the sales history (at the property appraiser’s website) showed that 
the property had been bought for $937,500 in May 2006; a 50% drop against current 
value. Based on these numbers, you can see how this property ended up in mortgage 
foreclosure.

It’s always a good idea to look up a property’s address using Google Maps to gauge 
location and proximity to amenities. When we do that for this property, we quickly see 
it has water access direct to the Gulf of Mexico. This feature means that the property 
would command a higher than normal price for that neighbourhood.

At the live seminar, our discussion finished there because the auction had not yet been 
held. Now, however, we can search the results on the county tax deed website (see the 
image on the next page) to see what happened. 

This was an interesting auction because there were multiple bidders. You will notice from 
the bid history on the next page that there are ‘auto bids’ generated by computer, which 
are usually $100 higher than the other bids. This simply means that bidders have put in 
their reserve prices, and if that is higher than the current bid, then the offer is increased 
by $100 (the minimum price increment). 
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Further notes (cont’d)

Bidder 5768 seemed genuine, as they bid up to $348,200; however, they were trumped 
by Bidder 5833, who placed a knock-out bid at $362,000. Even so, the bank had a higher 
minimum value, and so it made an auto bid at $362,100. A quick search revealed that 
bidder 5833 is Turn Key Residential #2 LLC. I have no idea who they are, but they sound 
like an investor.

As the winner, the bank pays itself the money, so it is not really out of pocket except 
that it also has to pay the county a small administration/transaction fee, and this fee is 
determined by the end price.
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Further notes

You may remember from our earlier discussion that a tax lien that is foreclosed upon 
changes its name to a tax deed. Depending on the state, if the tax deed does not pass to 
the investor by judicial review, it will most likely be sold at public auction. 

Again, just as with mortgage foreclosures, in many counties tax deed sales still 
take place on the steps of the local court (or inside in a small room). However, more 
progressive counties have moved to online auctions.

In Lee County, the online tax deed auctions are held weekly on every Tuesday. Let’s take 
a sample tax deed that was sold online on 14th December 2010. This record is extracted 
from the Lee County tax deed foreclosure auction website.
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Further notes (cont’d)

This property would have once been a tax lien purchased by an investor hoping for an 
interest return. However, as the owner did not repay the taxes owing before the deadline, 
the investor would have applied to the Lee County tax collector to begin the foreclosure 
process.

Remember, in some counties the tax collector will manage the foreclosure, but in other 
counties you will need to get your attorney to do it.

In any event, in order to apply for foreclosure, the investor has to ‘pay out’ any other 
outstanding tax liens. A quick look at the tax history of this property on the tax collector’s 
website revealed this was the case:

 
Note: At the time of the live seminar the status was ‘TDA’, meaning there had been a 
tax deed application. However, as the property sold at auction, the status is changed to 
‘TXDISS’ which stands for Tax Deed Issued.

In Lee County, the property taxes are levied in arrears. As such, the numbering becomes 
a bit confusing because a tax lien (called a certificate) issued for the 2006 tax year starts 
with 07 (that is, 2006 taxes being delinquent were auctioned in May 2007, hence an 07 
certificate number).

Anyway, notice how for the 2005 tax year the status was ‘redeem’. This means that a tax 
lien was issued but was subsequently repaid by the owner.
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Further notes (cont’d)

However, the 2006 property taxes were not paid in time and the tax lien became a tax 
deed. Clicking on the details page and drilling down to the tax certificate holder revealed 
the following:

 
The 2006 property taxes of $1,676,28 were paid by Tarpon IV LLC who bid 0.25% 
interest. Their minimum return is nonetheless 5% (in total, not per annum).

 
The 2007 property taxes of $1,801.84 were paid by Bank of America who bid 17.50% 
interest.

Therefore, in order to foreclose on the tax lien, Tarpon IV LLC would have had to ‘redeem’ 
the Bank of America’s tax lien by paying the $1,801.84, plus interest of 17.5% per annum 
pro rata from 30 May 2008 to the date they lodged foreclosure (with minimum interest  
of 5%).

Do you want to know what sort of property this was? Well, you can start to build a story 
by visiting the property appraiser’s website and doing a search based on the account 
number (which is the strap number). That’s what I did and the screen over the page 
came up.
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Further notes (cont’d)

Sure, it’s no mansion, but it seems a solid enough two-bedroom, one-bathroom home 
that (as shown below) sold in March 2004 for $80,000.

The area isn’t great (look at the map below), but it would still be rentable (collecting it 
might be a different matter!).
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Further notes (cont’d)

Again, at the time of the live seminar the auction had not yet happened. However, it has 
now and so we can check the result by searching the auction website.

It seems that two parties were interested in buying the property – Bidder 6415 and 
Bidder 7126. Remembering that the property was appraised for $16,116, Bidder 7126 
ended up buying this at a 32% discount against appraised value.

Was this a good deal? Based on first glance, yes. However, we don’t know the condition 
of the property or whether there were code violations and associated fines that had to be 
paid.

It’s not a good idea to buy property at foreclosure auctions without doing a lot of due 
diligence – much of which requires you to be on the ground so you can drive by and 
inspect the dwelling. You also need to carefully check the property’s title.

If you want to buy property with the safety of an inspection after you have agreed on the 
price – stick to properties advertised on the MLS and make your offer via a realtor with 
the appropriately worded inspection clause.

Your notes
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Further notes

A final option for buying property, although extremely difficult to access, is to buy a 
portfolio of properties en masse from a financier by negotiating directly with them.

I have heard of investors who have done this, but it is an opportunity that is really only 
possible for those who have:

•	 Enough	capital	to	buy	a	large	portfolio	of	properties,	and	can	therefore	negotiate	
a bulk discount. I imagine that the scale we are talking about might be several 
million dollars and a hundred plus houses.

•	 Systems	to	handle	the	volume	of	properties	acquired.	When	you	buy	that	many	
houses you need systems to manage the rehab, rental and eventual on-sale. This 
is not something that an investor from Australia can easily establish or maintain 
from afar.

•	 Most	of	all,	you	need	a	relationship	with	a	financier	who	is	willing	to	do	a	deal.	
This is the hardest part, because meeting and networking with the movers and 
shakers that can make this happen may be difficult. Still, the opportunity is there if 
you want to work hard to unearth it.
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Further notes

When you buy a property at a foreclosure auction, although the mortgage(s) have been 
eliminated, you may not necessarily be buying a ‘free and clear’ (i.e. unencumbered) title.

For example, when you buy a mortgage foreclosure, any unpaid property liens and 
taxes remain and become your responsibility to repay (or else you may find the property 
is foreclosed and sold as a tax deed). Furthermore, although the mortgage will be 
cancelled, other liens (such as a mechanic’s lien) may still be attached to the property.

In all cases, outstanding code violations (which can attract fines) will need to be 
corrected. Sometimes the county will reduce the fine for the new owner, but don’t 
assume it.

These examples demonstrate that if you are planning to buy foreclosed property, you 
must do a title search, as well as checking to see if there are any outstanding code 
violations as part of your due diligence process. The way you do this will vary from 
county to county, but don’t let this minor logistical difficulty prevent you from trying.

Your notes
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The final sales category to examine in more detail is the For Sale By Owner (FSBO) 
network.

Although FSBO exists in Australia, it has not built up the same momentum and scale 
as in the U.S.A. I make this point because a vendor in Australia who uses FSBO may be 
seen desperate and quite ‘alternative’. The same stigma doesn’t exist in the U.S.

FSBO is attractive because it allows vendors to sell at much lower costs, principally 
because they are not paying realtors to market and show their homes; they do it 
themselves.

There are a variety of websites that are used by FSBO vendors. They can also list on the 
MLS, but if the buyer uses a realtor, then the vendor will have to pay a commission to 
that realtor for bringing the buyer to the table.

It stands to reason that you might be able to negotiate more favourable terms with 
a vendor direct, but remember that a vendor who uses FSBO is probably very cost-
conscious and as such may not be in a position to offer a significant discount.

I don’t believe it is smart for Australians to sell via FSBO. Instead, a local realtor should be 
used. This will cost more but the sale transaction will be smoother given your time and 
distance constraints. 
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Further notes

Having decided how to buy a property, the next step is to evaluate it by completing a due 
diligence review. Many investors are put off by the term ‘due diligence’, but all it really 
means is doing your homework.

In real estate, it’s what’s not obvious that ends up costing the most money. And since 
vendors and realtors are experts at showing you what they want you to see, and steering 
you away from what they want to keep less obvious, you need to be thorough and 
systematic in the way you approach your property purchase homework.

Do you know the most dangerous thing an investor has to overcome with his or her 
investing? Something that will sink your profits faster than a lead balloon? It’s a wrong 
assumption.

Investing is really a series of assertions – statements or declarations about the 
investment. For example, when you buy a property you make assertions about:

•	 The	condition	of	the	property

•	 The	purchase	price	(or	how	much	you	will	pay	for	it)

•	 Closing	costs

•	 Financing	options	and	costs

•	 Rent	you	expect	to	receive
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Your notes

Further notes (cont’d)

•	 The	quality	of	the	tenant

•	 Expenses	you	think	you	will	have	to	pay

•	 Expected	cash	flow	and	capital	gains	returns

•	 How	you	will	manage	the	property,	etc.

•	 That	you	will	be	able	to	sell	the	property	on	acceptable	price	and	terms.

Where investors go wrong is that they make an assumption about the outcome of an 
assertion (and usually hope for the best-case scenario) rather than testing it and forming 
an opinion based on the results.

A good due diligence process breaks up the potential investment into the key assertions 
in four areas: the property, the numbers, the strategy and the tenant.

Whatever you do, don’t just buy a property on the internet or assume that the price is 
indicative of quality. You (or your team) must inspect the property if you plan on buying it.
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Further notes

The first property assertion pertains to the quality of the title. Many just assume it is 
good (meaning that it is free and clear of any encumbrances), but you should investigate 
to make sure.

Buying a warranty deed ensures that mortgages and liens are cleared, but you may 
still want to check for code violations. Counties have various ‘codes’ that relate to 
maintenance, upkeep and conduct in urban areas. If you break these, you will be slapped 
with a code violation.

Code violations may be issued for minor issues – such as the grass being too long and 
rubbish piling up – or can be issued for major issues such as unsafe buildings. In this 
case the county may issue a demolition notice and demolish the house (at your cost).

Some code violations incur fines, and in some cases those fines are still payable even if a 
property is sold.

If you are buying a quit claim deed, then you definitely need to complete further due 
diligence on the title.

You should consider whether you need to have the property boundaries surveyed to 
ensure the fences are in the right position. In most cases you can pace this out or check 
with a tape measure and only pay for a surveyor if you think there is a problem.
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The second property assertion pertains to the quality of the area, and an incorrect 
assumption might be that it is a good location and hence the property will be easily 
rentable, and there will be capital appreciation over time.

Don’t just assume this, gather evidence to support or refute the assertion, because 
the risk is you may pay too much for the property, find it difficult to rent, not get any 
appreciation, or have trouble when reselling.

Areas where you do your homework include:

•	 Demographics	to	see	what	sort	of	people	live	in	that	area

•	 The	potential	for	traffic	noise	and	convenience	of	road	access

•	 Price	history

•	 Nuances	–	which	mean	unusual	things	about	that	area,	street	or	house

•	 Potential	hazards	such	as	damage	from	floods,	tornados	and	snow.	

Your notes
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Further notes

The third element of property due diligence concerns the actual dwelling. The assertion 
is that the property is in ‘as expected’ condition. If you assume without testing and you’re 
wrong, then you may spend many thousands of dollars in unexpected repairs.

If you are buying at foreclosure auction, although you (or your team) can do a drive-by, it’s 
unlikely you’ll be able to check inside the property, and this means you should assume 
the interior condition is poor.

This point is made because structural repairs – things like repairs to wet areas, the roof, 
the floors, the stumps and the fences – all tend to add more cost than perceived value 
and therefore lead to financial loss. For instance, how much extra rent or value do you 
think you get by fixing a broken air conditioner?

If you are buying a property from a realtor, make sure you include a clause that allows 
you to inspect the dwelling within a nominated number of days (7, 14, 28) of the offer 
being accepted. This way you have already agreed on the price and so you won’t risk 
paying for an inspection on a property that someone else may buy from under your nose.

Aside from the dwelling itself, you need to think about potential pests (like termites and 
cockroaches), the connection of utilities (like town water, sewer and electricity), and how 
susceptible the property is to issues such as flooding, frost damage, heat and humidity. 
The dangerous assumption is simply that these things won’t affect you, when in all 
likelihood, they might.
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The assertion that needs testing here is that your property has the capacity to deliver 
your expected profit outcome – both in type, amount and time. The assumption is that 
it will, and so your job is to identify and test the validity of the financial variables that 
combine to create the overall outcome. Doing a due diligence over the numbers doesn’t 
need to be tricky or difficult. In fact, I suggest that you keep it simple by concentrating on 
the following:

•	 The	sales	history	as	a	window	to	gauging	the	price	paid	by	the	vendor

o This is often available at the property appraiser’s website.

•	 Comparative	sales	prices,	to	form	an	opinion	on	what	other	property	in	the	area	
has sold for to determine a fair price to offer and likely capital appreciation
o Websites such as Zillow.com and Trulia.com can help.

•	 Determining	a	fair	rent	for	the	property
o Check with local rental managers, but a good guide is Rentometer.com.

•	 Identifying	and	quantifying	the	likely	expenses

o Check with the tax collector for property taxes, utility companies for electricity 
and water, rental companies for management fees, insurance companies for 
insurance costs, etc.
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Further notes (cont’d)

•	 How	you	plan	to	finance	the	property

o Calculate the total purchase cost and determine how you will finance the 
acquisition.

Since many investors struggle with the numbers, let’s try and build your confidence by 
completing a case study that uses a simple pro forma financial analysis template (see  
page 221).

The property selected was available for sale and identified through a MLS search at  
Realtor.com.

Your notes
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Assume you pay full asking price. Here are the other costs you can expect to pay. The 
initial repairs are a once-off, but the other expenses occur each year.
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Further notes (cont’d)

The assumptions we are trying to clarify are: how much operating cash flow (i.e. annual 
rent less annual expenses) will this property return per annum? And what are the gross 
and net returns for the first year, assuming we pay cash? Try to calculate this using the 
template on the next page.

Further instructions about how to fill in the template are provided on the DVD, as is the 
solution. 

Your notes
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$ 

$ 
 

$ 
 

$ 

$ 
 

Finance $ 

$ 

$ 

Property Taxes 

Management 

Insurance 

Maintenance 

Utilities 

Other 

Cash Out 

$ 

$ 

 × 12 

Monthly Rent 

Cash In 

$ 
 

$ 
 

PMT$ 

Term 

Loan    PI / IO 

LOC/Redraw 

per 
 

$ 

$ 

$ 

Deposit 

Closing Costs 

Cash 
Req. 

QUICK 
CALC SHEET 

Address: 

Date: 

Cash Req. 

CoCR 

÷  = 

Cash In  

= Cash Flow 

- Cash Out 

$ 
Initial Repairs Start / End  % 

Purchase Price Gross Return = ÷  % 

% 
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Further notes

Having completed the template, an interesting question arises about financial returns and 
profitability that requires further consideration.

Although it’s tempting to buy properties priced at $15,000, these invariably come with 
additional management issues, because they attract tenants who can only afford to live 
in those houses and areas.

While these problems can be overcome, if you’re an inexperienced investor or if you’re 
someone who likes fewer hassles, then you may be better off accepting a lower return 
by purchasing more expensive property in better areas, but in doing so, attracting better 
quality tenants who should result in fewer management headaches.

Your notes

Would you prefer to buy cheaper properties with more tenant headaches but potentially better returns, 
or better properties with less tenant headaches but with lower returns? Why? 
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Further notes

Due diligence requires that you determine whether your chosen investing strategy is:

•	 Feasible
 Your strategy may seem workable on paper, but how practical is it in reality given 

your time, money and skill constraints? Remember – it’s easy to buy property, but 
how successful it will be in terms of financial outcomes and ownership headaches 
is largely determined by how you manage the property and your team.

•	 Within	budget
 If you plan to add value to the property by rehabbing, subdividing or developing, 

do you have the time and money to facilitate this outcome – or is it just a good 
idea that should work?

•	 Doable	with	your	talent	pool
 Don’t just assume you will find people to do the work you can’t. The right time to 

find a rental manager, lawyer, accountant, plumber, etc. – and to agree on a rate to 
pay them for their time and skill – is before you’ve bought, not after. 

Your notes
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Further notes

Do you know the difference between a tenant and a squatter? Well, both live in your 
property, yet only one pays to do so. The investing assertion to test surrounds the 
intended use of your investment, and the quality of the person who will live in it.

The last thing you want is to buy a property with a tenant who is really a squatter. The 
only way to know for sure is to do your due diligence over the person who is living (or 
will live) in your investment.

Just as you wouldn’t give the keys to a $40,000 car to anyone who asked for a ride, so 
too you shouldn’t just rent a property to anyone who seems interested in being your 
tenant. An investing principle that I’ve learned the hard way is that you are better off with 
no tenants than bad tenants!

Due diligence over an existing or potential tenant need not be difficult. Just ask to see 
supporting documentation that confirms:

•	 The	rent	that	should	be	paid

o How much, how often and when was it last reviewed

•	 That	the	rent	is	being	paid

o How much, how often, and by what method (cash, check, etc.)?
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Further notes (cont’d)

•	 The	bond

o How much and who it was paid to

•	 The	lease

o That one exists and has been signed and that the lease terms are acceptable. 
Also check the length the tenancy has to go and determine if there is a 
condition report, or if not, if the lease spells out what needs to be done.

To assist you further, here’s a flow chart that explains the sources of information I use 
when I do my due diligence on potential U.S. properties. It is not a complete list, but it 
includes the important points.



PAGE 226 | © 2011 PropertyInvesting.com

Further notes (cont’d)

This flow chart is a quick summary of the four due diligence aspects that ought to be 
completed on any U.S. property you are considering buying.

I suggest you copy this page of the book and use it as a template that you tick off to 
demonstrate that you have considered and completed the required due diligence analysis 
for each of the four areas: property, numbers, strategy and tenant.
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Further notes (cont’d)

A lot of information has been provided, and it’s easy to feel bogged down in the details. 
Therefore, let’s pull back for a moment and recap the nine steps that take place from 
finding a property to becoming the owner.

1.	 Research
 Create a profile for your ideal property investment, and then search websites in 

order to find it.

2.	 Agent
 Either you or your realtor contacting the sales agent – which could be another 

realtor or perhaps the vendor in a FSBO sale, or else registering for the foreclosure 
auction.

3.	 Submitting	your	offer
 Submitting your offer to buy the property, which will usually include signing a 

contract or else making a bid at foreclosure auction.

4.	 Acceptance
 Your offer is accepted and the contract is counter-signed, or else you are the 

winning auction bid.

5.	 Inquiries/inspections
 Unless you buy at auction (when your inquiries and inspections should have 

already been completed), it’s now time to satisfy any conditions you added to the 
contract. Examples include: finance, inspection, pest reports, soil tests and review 
of lease documentation. It’s normal to have 7 or 14 days to complete this.

6.	 Unconditional
 If everything is acceptable, you advise your realtor that you are happy to go 

unconditional.

7.	 Organise	money
 In the lead-up to closing, you must organise your finances so that there are 

enough cleared funds to pay for your purchase. If you are buying at auction, you 
will usually have to pay within 24 hours (or less) of winning, and this therefore 
requires some advance money-management.
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Further notes (cont’d)

8.	 Closing
 At the nominated time, payment is finalised, the paperwork completed and lodged 

as necessary, and the property ‘closes’.

9.	 Ownership
 Since you are now the title holder of the property deed, you are now the new 

owner. Congratulations! If the title and property are not already insured, you 
should get that done as soon as possible. 

For your convenience, and so you can become familiar with the documentation, a 
contract I used to buy one of my investment properties in Florida is included in the 
appendix.

Also included is a HUD1 – a document that outlines how the money you pay will be 
distributed at closing. In Australia, this would be called a settlement statement.

Your notes
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Further notes

If you’re planning on buying U.S. tax liens, with relatively little effort you’ll be able to 
get up to 18% returns without setting foot in the U.S. All you need is your U.S. tax ID, a 
U.S. presence for your mail, and a U.S. bank account into which you can deposit your 
redemption checks. You will also need a U.S. accountant to help you file a U.S. tax return.

However, if you’re planning to buy direct property, then you should expect to make at 
least two trips over a year, and for at least two weeks (or more) at a time. You need to do 
this in order to build and maintain your team on the ground, and to be able to become 
and remain an area expert. This is the required minimum ‘self-investment’ cost. Don’t try 
and cheat on paying the cost or your financial investments will suffer. When you’re not in 
the U.S., you will have to work hard to manage the Analyse, Buy, Manage and Sell phases 
of your investment. Sometimes this will mean looking for deals (the fun job), but for the 
main part it will require you to manage your team (the less fun job).

In many ways, you are like NASA mission control. The rocket is your investment portfolio. 
The astronauts are your team members. I’m told that a rocket is only on target about 1% 
of the time. The other 99% of the time it requires correction, and usually from mission 
control because they have the big picture at hand. Don’t try to do the job of the rocket or 
the astronauts. You’re mission control – calling the shots and making the 1% adjustments 
to keep everything on track. Good and open communication will be critical to your 
management success, so be sure to look for ways to receive and give feedback. The last 
thing you want is for your investment rocket to crash because the astronauts stopped 
talking to mission control or vice versa.
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Further notes

At this point in the live training, Tommy Senatore provided an outline of what’s included 
at his live training MasterMind training. Those attending spend nearly a week on the 
ground with Tommy in Fort Myers looking at tax liens and direct property investments 
(including MLS sales, foreclosures and short sales).

Attending Tommy’s training would be a great idea if you are thinking about direct 
property investing. It is not needed if you only plan to buy tax liens.

At the time of writing, Tommy runs four MasterMind trainings a year, and numbers are 
capped at 10 participants (plus partners). 

Aside from the personal tuition, one of the features of the training are the field trips, 
where Tommy shows you through his portfolio of properties as well as looking at 
properties that are for sale. Students can even nominate properties they are interested in 
buying for live case studies.

Students have paid as much as $15,000 each to attend Tommy’s training. However, for 
owners of this course, Tommy has offered a generous discount that will allow you to 
attend for significantly less!

A short video containing the testimonials of Australian investors who have done Tommy’s 
course is included on the DVD. For further information, read the brochure that was 
included with the product or visit www.taxlienanddeed.com/mastermind.
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Further notes

If you’ve made it this far, then well done! We’ve covered a lot of territory and I’d be 
surprised if you didn’t find some of it quite heavy going.

No doubt you have questions, but hold on to them, because there was a substantial Q&A 
session towards the end of Day 2 that participants said was very beneficial.

The theme for the second day was slightly different because, aside from the presentation 
on U.S. accounting, there were more practical sessions – including a special guest who 
presented on mobile home parks, and also a session by a young Australian who has 
moved over to the U.S. to become a full-time property investor.

Your notes
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Further notes

My goal at the start of this product was to show you how to create and maintain a U.S. 
property portfolio that delivers impressive positive cash flow returns.

After covering:

•	 The	risks	and	rewards	of	overseas	investing

•	 The	six	steps	to	setting	up	your	U.S.	empire

•	 How	to	manage	your	capital

•	 How	to	invest	in	tax	liens,	and

•	 How	to	invest	in	direct	property

…I hope you feel this goal has been accomplished.

Is there more you could learn? Yes, but then again, you never stop learning.

Nonetheless, I believe the information covered has been fairly comprehensive and has 
brought to your attention the important issues Australian investors need to know before 
investing in U.S. property.
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Further notes

As long as people live in houses, you can make money from property investing. So in my 
opinion the best way to profit from real estate is to buy and solve housing problems.

To be successful, the sorts of problems you tackle must be determined by your available 
time, money and skill – otherwise you will become frustrated and, in all likelihood, will 
lose money.

If you’re hoping to make impressive returns, then remember this: no one gets a full-time 
outcome from a part-time effort. This means that you must contribute the necessary 
effort to achieve the desired return. No one can consistently cheat and get positive long-
term financial returns.

There is a world of opportunity waiting for someone to take it. When will it be your turn?

Your notes
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Further notes

Seminar participants were given three pieces of homework. I recommend you do these 
too before going on to DVDs 3 and 4, and the remainder of this workbook.

The first homework assignment was to write down how U.S.A. property investing fits 
within your broader investment plans.

Your notes
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The second homework assignment was to visit www.realtor.com and find a three-
bedroom, one-bathroom property in the U.S. city of your choice that is priced under 
$30,000 and provides a 20% net return.

To help you with the numbers, the financial assumptions are:

•	 $1,000	per	annum	of	property	taxes

•	 $1,000	per	annum	for	insurance

•	 $1,000	per	annum	for	maintenance

•	 10%	of	the	rent	collected	for	rental	management.

Your notes
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Further notes

The third and final homework assignment was to read through the sample contract to 
purchase property and the HUD1. Both of these can be found in the appendix.

I also encourage you to read through Tommy’s brochure to familiarise yourself with 
what’s included in his MasterMind training.

Your notes
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Further notes

There is a massive difference between understanding investing theory and being able to 
apply it. The world is full of people who ‘know things’, yet are unable to find financially 
lucrative ways to apply their knowledge.

When it comes to investing, being an academic won’t make you rich. Neither will doing 
nothing. Sooner or later you have to confront your fears, take action and do something.

Stu Silver was one of the guest speakers on Day 2, and in his excellent book Mobile 
Home Wealth he makes the following simple yet profound point: ‘If you’re not making 
offers, you’re not making money.’

This revelation is a good place to begin these Day 2 workbook notes, and tying it to 
the principle that investors won’t get rich by doing nothing, I recommend that you start 
making ‘paper’ offers. That is, start looking at properties and going through the various 
due diligence steps of working out how much you would be willing to pay (or bid) for the 
tax lien or dwelling.

If you are buying direct property, the way to do this is: 1) Start with your required return, 
2) Input the variables to calculate the profit, 3) Calculate the purchase price using this 
formula: Purchase Price = Net Income ÷ Required Profit %.

For example, if your minimum return was a net 15%, and your anticipated net cash flow 
was $5,000, then your maximum purchase price would be $33,333 ($5,000 ÷ 0.15).
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Further notes (cont’d)

Whether or not you formally submit the offer (bid) is up to you, but again, in the wise 
words of Stu Silver, ‘If you’re not making offers, you’re not making money.’

Your notes

When did you last make an offer to buy property? What does that tell you about your mindset?

Calculate the maximum purchase price, using the formula given on the previous page, of the following  
10 examples.

Example
Maximum	

purchase	price

Profit of $10,000 and a required net return of 10% $

Profit of $10,000 and a required net return of 15% $

Profit of $15,000 and a required net return of 18% $

Profit of $17,500 and a required net return of 20% $

Profit of $5,000 and a required net return of 17% $

Profit of $20,000 and a required net return of 16% $

Profit of $100,000 and a required net return of 19% $

Profit of $9,000 and a required net return of 8% $

Profit of $6,400 and a required net return of 12% $

Profit of $2,500 and a required net return of 20% $



© 2011 PropertyInvesting.com | PAGE 239

Further notes

My goal on Day 1 was to show you how Australian investors can earn impressive cash 
flow returns from investing in U.S. tax liens and U.S. property. Take a moment to browse 
back over this workbook and consider how much new information you have already 
absorbed. Do you feel like a more knowledgeable and sophisticated investor? I hope so.

With the investing theory largely behind us, my goal for Day 2 is to build your confidence 
and provide greater clarity by adding practical examples and illustrations.

This will be done through:

•	 Three	hotseat	sessions

•	 Looking	at	a	‘live’	case	study	and	performing	the	due	diligence	on	it	as	we	
determine our maximum offer price

•	 Having	three	guest	speakers	talk	about	their	areas	of	expertise

•	 The	expert	panel	answering	35	tricky	questions.

Your notes
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Further notes

This session contained three 10-minute one-on-one sessions (called hotseats) where the 
audience participant joined me on stage and we brainstormed issues they were facing, or 
would face when they started investing.

Audience members were selected so that the hotseats covered the topics of:

1. Tax lien investing

2. Direct property investing

3. Visiting the U.S.A.

Instead of focusing on the differences between you and the hotseat participant, I invite 
you to try to discover what you have in common. You might be surprised, because 
investors have more similarities in their goals and fears than they do differences.

Your notes
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Zoltan was selected as he is an investor interested in buying U.S. tax liens.

One of the points made was the assumption that Zoltan would be able to reinvest the 
money he received from redeemed tax liens purchased at the annual auction into over 
the counter tax liens.

If that can be done, then great, but if not, Zoltan will either have to bring the money back 
to Australia (triggering a foreign exchange gain or loss), or else leave it in the U.S. as 
capital for future investments. In my case, as the tax liens I’ve bought redeem, I leave 
the money in my Wachovia bank account as source funds for future tax lien and direct 
property purchases.

Zoltan’s hotseat also introduced the benefits of creating a financial model to track the 
potential cash flow from your redeemed tax liens. While you will need to estimate 
redemption rates, this is something you certainly set a budget for, and against which you 
can benchmark your actual results.

Your notes

What did you learn from this hotseat? How has it helped you to understand tax liens in more detail? 
Will you try to build a basic financial model for your tax lien investing?
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Further notes

We all have something in common with Peter: we have money invested in 
superannuation that could be a potential source of investing capital for our U.S. 
investing activities.

Peter was interested in buying direct property, and to assist him to gain focus, the 
concept of building a deal profile was examined. A ‘deal profile’ is a list of all the 
inclusions you would like in your ideal investment property.

A deal profile helps deliver clarity, because instead of wondering whether the 
thousands upon thousands of properties currently for sale in the MLS might make good 
investments, your focus narrows so you look for your ideal property. Having a deal profile 
will help you be more efficient when searching for deals, and can also assist realtors you 
work with to establish search parameters in the MLS so that you aren’t bothered by deals 
which don’t meet your criteria.

Finally, I drew an analogy between golf and investing to highlight the reality that setting 
your deal profile and immediately finding a deal that fits it perfectly is like trying to hit a 
hole in one off the tee. The better approach is to inch nearer and nearer the hole. This will 
happen as you do your due diligence, and as one deal you are looking at leads to another. 
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Further notes

Brad, an investor who was soon to go to the States, occupied the last hotseat.

After identifying his goals for the trip, we ranked them on a matrix (a line) based on how 
comfortable or uncomfortable they were for him to complete. The reason for doing this 
was to see how ‘easy’ Brad was making his trip. When he gets over there, Brad will be 
smart to tackle his less comfortable tasks first, since the easy ones are likely to take care 
of themselves.

Do you leave the hardest tasks until last instead focusing on the easy ones? It’s hard to 
grow as an investor if you do. No one likes confronting their own weaknesses, but this is 
necessary to master the issues that hold you back.

Brad and I talked through how investing is sometimes like dating – looking, offers and 
marriage. Do you approach your investing with a casual mindset? How many investing 
‘marriages’ do you end up closing? Brad’s hotseat ended with an explanation of investing 
risk, and how our minds often trick us into believing there is more to lose than is actually 
the case.

Your notes

How has your investing suffered because you tend to focus on the things that you can do comfortably?
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Further notes

If you think I’m concerned that many investors are romanced into an investing marriage 
without doing enough due diligence then you’re right – that’s exactly how I feel!

‘She’ll be right’ is a classic Aussie saying, but adopting that approach to your U.S. 
investing will lead to nasty financial losses.

Applied education must lead to empowerment. This means that the quality of your 
investment decisions must increase as you apply what you learn. Put differently, fewer 
things can go wrong when you leave fewer things to chance.

In this session we examine how to approach the tenancy, management and selling of 
U.S. direct properties.

Your notes
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Further notes

Unlike Australia, where tenancy is heavily regulated, things are far more relaxed – 
perhaps even basic – when it comes to renting properties in the U.S.

As in Australia, most residential leases run for 12 months and revert to month-to-month 
once the term of the core lease lapses. However, unlike Australia, the bond (which is 
usually first and last month’s rent), is paid to, and kept by, the landlord and only returned 
if the tenant leaves the property in good condition as defined in the lease. If the landlord 
goes broke, as has happened a lot after the GFC, then the tenant probably won’t be able 
to recover their bond.

In Australia, state governments publish standard lease wording and provide sample 
leases. This isn’t the case in the U.S., where it is up to the landlord (or the rental 
manager) to prepare the lease.

There is no tenancy tribunal to enforce the lease. Instead, disputes end up in the courts, 
and this adds to the cost and delays getting a resolution. 

With a less regulated system, tenants’ rights are less enshrined. In fact, in Florida, if a 
tenant stops paying you can give them three days’ notice to pay up or move out. That 
doesn’t happen in Australia!

The lease often stipulates what a tenant must pay for upon leaving the property. Items 
like painting, cleaning and rubbish removal are usually standard.
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Further notes (cont’d)

Finally, rental collection is less evolved than in Australia. Tenants pay by check (a personal 
check may or may not be allowed by the landlord), money order, or cash. Direct debit 
does not exist in the U.S. like it does in Australia. 

A sample lease as used by a rental manager in Florida is included in the appendix.

Your notes



© 2011 PropertyInvesting.com | PAGE 247

Further notes

Given the fractured nature of the rental market, if you’re planning on buying U.S. property 
then I highly recommend using a rental manager to collect the rent and look after your 
investment.

U.S. rental managers certainly exist, but not every realtor has a rental management arm 
to their agency. How to approach locating a good rental manager has been covered 
earlier in this product.

U.S. rental managers usually charge 10% of the rent collected, as well as the first 
month’s rent as their letting fee. Of course, this is negotiable. Depending on the 
manager, you may be charged a loading over and above the cost of any repairs that 
they organise to the property, to cover their time and effort in ringing tradespeople and 
overseeing the work. Again, 10% seems to be the figure.

A recommended resource for those who want to read up on U.S. landlording is:

 Rhodes, Trevor. American Landlord: Everything U Need to Know... about Property 
Management. 384 pages. McGraw-Hill, January, 2008. ISBN 0-07-154517-4. 

You can buy this on Amazon.com.

Another recommended resource is MrLandlord.com. Jeffrey Taylor is a guru of rental 
management and you may benefit from buying some of his courses and products.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………



PAGE 248 | © 2011 PropertyInvesting.com

Further notes

Property is not an investment nest egg that you buy and hold (i.e. sit on) forever. The 
smartest investors I know only hold their investments until they can make better returns 
elsewhere, with equal or less risk, in equal or less time. In fact, one of the hallmarks of 
a poor investor is that they hold on to loss-making assets for too long, because they 
cannot psychologically accept that they’ve made a mistake.

Logically then, if you buy U.S. investment property it’s reasonable to say that one day you 
are going to want to sell it. 

The first step in the sales process is to decide how you want to sell – through a realtor 
and the MLS, foreclosure (hopefully not!), or via the FSBO network.

Assuming you use a realtor (which I highly recommend), then there will be paperwork that 
needs to be signed to confirm the listing and potentially some minor expenses to pay.

Your realtor will show people though the property, and will be your agent when 
negotiating the sale. If all goes well, you will receive and accept an offer to your liking, at 
which point you will need to appoint a title company or attorney to prepare and lodge the 
sales-related paperwork. Your agent will be able to suggest someone. 

Expect to pay an agent 6% of the sales price as a commission (although this is 
negotiable), stamp duty (yes – the seller has to pay stamp duty when selling), and fees 
to the title company for title insurance, disbursements, etc. If you allow 10% of the sales 
price to pay for sale-related expenses, then you should be in the ball park.
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Further notes

Landlording is a bit like riding a bike – it’s difficult to learn how to do it well from reading 
a manual.

As such, I invited Tommy Senatore, Stu Silver and Aran Dunlop to join me on the stage 
and share some of their experiences in regards to the highs and lows of tenancies and 
rental managers.

Your notes
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Further notes

Following on from the earlier discussion about due diligence, Session 8 was included to 
provide time to perform a ‘first glance’ due diligence over a real-life deal.

As you watch the DVD, make notes about the steps I took, the questions I asked and 
the websites I visited. Also note the dialogue between the various presenters and pay 
attention to what we agreed on, and what we didn’t.

Your notes
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Your notes
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Further notes

Aran Dunlop is an Australian investor who left his career to pursue his U.S. investing 
ambitions.

His interest in U.S. investing took a dramatic turn after attending PropertyInvesting.com’s 
2009 annual three-day conference, where he heard one of the presenters talk about U.S. 
property investing. Later he undertook further study by attending a course run by Tommy 
Senatore in Australia in late 2009.

After that course, Aran signed up to attend Tommy’s MasterMind training and from there 
he experimented with buying properties at tax deed auction. You’ll see some of his early 
deals in a moment.

What I admire about Aran is that he did not let the reasons why he may not succeed 
prevent him from trying. He didn’t know how, but he sought help. He didn’t have time, 
but he made sacrifices to create it. He didn’t have unlimited amounts of capital, so he is 
looking at low down deals.

As you watch and listen to Aran’s story of how he’s pursued his investing passion, I think 
you’ll agree that it hasn’t been easy, but he’s finally found his feet and has an exciting 
future ahead. Can the same be said for you? If not, why not?

Since this is Aran’s story, I haven’t included additional notes. Instead there is extra room 
for you to write down your notes on the right-hand side of the page.
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Your notes
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Further notes

To be honest, the first time I met Stu Silver I wasn’t sure what to make of him. In fact, 
before I met him I had talked to him on the phone. Tommy had suggested I speak to his 
friend Stu, a ‘guru’ in foreclosures (and just about everything else, as I later found out), 
about some questions that I had.

Not knowing me from a bar of soap, Stu was generous with his time on the phone and 
explained just how hard it was to ‘beat the foreclosure players’, and just how much time 
and due diligence is needed if you want to play the foreclosure game. ‘Okay,’ I remember 
thinking, ‘Here’s a guy who tells it as it really is. That’s refreshing.’

Stu, Tommy and I arranged to meet in person at Mr. Mees – a restaurant in Fort Myers 
that offers the strange combination of Japanese, Korean and Thai food. They also offered 
bottomless glasses of soft drink and iced tea – something many U.S. restaurants do and 
which explains why U.S. dentists are so wealthy. Stu’s Hebrew name is Zalman Velvel, 
but he likes his friends to call him Zally.

Anyway, as our lunchtime conversation unfolded, it didn’t take long for me to realise that 
what Tommy had said about Stu being the expert was completely true. Here was a guy 
who had a lot to offer. I shut up and listened.

Since that lunchtime meeting, I’ve come to know Stu as Uncle Zally. Aside from proving 
to be a property expert who has helped me tremendously, my warmly adopted Jewish 
uncle has a quick and sharp sense of humour.
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Further notes

James Simango is a qualified accountant in two countries: he holds C.P. A. status in the 
U.S. and also in Australia. He is a partner in a Brisbane-based accounting firm.

Like many accountants, James has a mind full of important information and it was a pity 
that we only had 90 minutes available to cover topics that could easily have filled a two-
day seminar.

I expect you’ll find some of the content heavy going. Nonetheless, James did an 
excellent job and added good humour to explain just how important it is to manage your 
tax and accounting affairs as part of your investing activities.

I recommend that you adopt this approach towards accounting and tax: persevere and 
understand as much as you can, but don’t try to be the expert. Remember that you 
can always make an appointment to see James to talk through your questions or seek 
specific advice.

James can be contacted via his website: www.ustaxcentral.com.

Your notes
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Further notes

As the two-day seminar drew to a close, time was allocated to a panel question-and-
answer session. Throughout the weekend, participants had been writing down their 
questions on cards and periodically submitting them to be answered in this session.

The workbook notes for this session contain 35 questions that were asked, laid out in 
such a way that you can write down the answers while watching the DVD.

Your notes
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Q1: U.S. MasterMind training – is Tommy’s team able to assist with bank loans in the U.S.?

 
Q2: With property values plummeting in the U.S., are counties increasing property tax levy 
rates to retain their overall income? i.e. instead of 1%, say 2% or 3% tax?  

 
Q3: Steve – why did you get 5% ($53.93) interest on your lien when you bid and won at an 
interest rate of 18%? 

 
Q4: I am intending to buy direct property in the U.S. through an LLC. I know I need an EIN, 
but do I require an ITIN?
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Q5: Can more than one person sit in the entity?

 
Q6: What were the closing costs such as stamp duty when Tommy bought and sold the 
house in three days to an eBay purchaser, where the margin was $7000?

 
Q7: Does the county’s property value include the house?

 
Q8: How is the interest determined for a tax lien purchased over the counter?
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Q9: Why would you do direct property investing at 13–20% plus more risk and cost versus 
tax liens at 15–18% with less risk and less cost?

 
Q10: Are the realised currency gains and losses treated as capital gains and losses or 
income?

 
Q11: Are county valuations accurate? Can they be trusted when buying tax liens?

 

 
Q12: Although I accept you and Tommy buy very well, what is the realistic chance that 
average people have of actually finding really good deals?
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Q13: With the positive cash flow component, why would you suggest reinvesting the 
money?

 
Q14: What are the repercussions (tax implications) of bringing the cash back to Australia?

 
Q15: Is it possible to create a passive cash flow regularly paid to Australia, once a portfolio 
is set up? 

 
Q16: Is the HSBC form suited to applying for a bank account for a U.S. LLC, or is a different 
application form required? 
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Q17: Are there accounting and attorney contacts in the U.S. that you can provide? 

 
Q18: Can I put any conditions I like on the purchase contract or are they fairly standard?  
Can I put on a due diligence or title insurance clause?  Or access for prospective  
tenants/maintenance and quotes? 

 
Q19: What vacancy rates can we expect?   

 
Q20: Is it possible to find out if there is a problem with the title of a foreclosing property 
before you buy it if you can’t get title insurance until after the auction? 
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Q21: Should you put all of your eggs in one LLC basket? 

 
Q22: Do you need to set up the LLC in the state that you are doing business? If not, can 
multiple states be run through one LLC?

 
Q23: How do evictions work for mobile homes when it is a land lease situation and the 
person in arrears owns the mobile home? 

 
Q24: What is your advice about buying U.S. properties direct from an Australian-based 
buyers’ agent?
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Q25: Does tax apply to any profit return made on tax liens? Can James help with setting up 
a bank account in the U.S.?

 
Q26: On a U.S. property contract of sale – is there an equivalent of ‘and/or nominee’? 

 
Q27: There seems to be no suggestion we need to have a boundary survey to ensure we 
know where the property is. Is that right? 

 
Q28: What is your experience with dealing into section 8 tenants: good or bad? 
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Q29: If I want to buy over-the-counter tax liens by phone to the county, can I register with 
the county online? 

 
Q30: What would be the notice period to the tenants when you want to sell the property? 

 
Q31: Do U.S. property sale contracts have cooling-off rewards? 

 
Q32: For Stu: What are the costs of court orders (for evictions)?
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Q33: Can you make a comment on Stu’s signals in relation to the Australian market?

 
Q34: So how do you collect rent in dangerous areas?

 
Q35: Tenants – do they have leases like in Australia?

Your notes



© 2011 PropertyInvesting.com | PAGE 327

Further notes

As we come to the end of the product, let’s take a moment to recap our journey.

Day 1 began by analysing the risks and rewards of overseas investing, and it became 
clear that in order for U.S. property to be a viable money-making endeavour, the upsides 
had to outweigh the downsides by enough of a margin to make taking on the risks 
worthwhile.

We also covered how you will make and lose money as you send it overseas and bring 
it home again. In fact, if you’re not careful, you might find your investing profit severely 
eroded or even wiped out by foreign exchange losses.

A lot of time and effort was spent talking about due diligence; in particular, that while 
you will need to rely on a team of U.S.-based advisers, it’s you who has the ultimate 
responsibility for analysing, buying, managing and selling your investments.

Day 1 ended with a comprehensive review of investing in tax liens and direct property.

Do you agree that Day 2 had a different flavour and feel? That was intentional, because 
the aim was to help you gain greater confidence and clarity, and this required more 
practical examples.

You met Aran – an Australian who is pushing ahead full steam with his U.S. investing 
dreams. I also introduced you to my ‘adopted’ Uncle Zally (Stu Silver) – a seasoned U.S. 
investing expert who provided an interesting insight into the world of mobile homes.

    TIMING: DVD  ………………………………… Approx. time  …………………………………………



PAGE 328 | © 2011 PropertyInvesting.com

Further notes (cont’d)

In regards to content, we covered tenancy, management and selling, and James Simango 
introduced us to many of the accounting and tax issues we need to know about and 
ultimately overcome.

The question I have for you is this: what are you going to do with all this new information 
that’s now in your head, and how are you going to use it to make money?

Your notes
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Further notes

Here are four final questions to leave you with.

Question 1

Let’s rewind to a fateful day in 1998 when I distinctly remember sitting down with my 
business partner and drawing an interesting diagram on a whiteboard. I drew a stick 
figure (I’m not good at drawing) on the left-hand side, a finish line on the right-hand side, 
and a series of hurdles in between. Then I drew the same picture underneath, but this 
time without hurdles.

Turning to my business partner I asked, ‘Which person will win the race sooner? The one 
jumping over the hurdles, or the one who can sprint?’ The answer was obvious – the 
sprinter.

Then I asked this: ‘If the name of the game is to win the race in the quickest time, and 
assuming for a moment the hurdles are there by choice, wouldn’t it make sense to 
remove them before the race started?’ The answer was obvious – of course.

‘Well,’ I said. ‘It seems to me that most people start their investing race with no idea of 
what’s ahead and spend their time sprinting between hurdles that, with a little planning, 
could have been removed in advance.’ Thirteen years on, I continue to make the same 
observation. 
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Further notes (cont’d)

In regards to your U.S. investing, would you prefer to sprint and get to your desired 
outcome sooner, or take the more time-consuming, difficult and riskier hurdle option of 
running into problems and then having to jump over them? Surely the smartest thing to 
do is to take away as many hurdles as possible. This can be done by thinking about and 
then making a plan to overcome all the reasons why you think you won’t succeed well 
before you’ve bought a tax lien or U.S. property.

Your notes
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Further notes

I’ve never met an investing veteran who honestly attributes his or her long-term success 
to luck. Sure, there may be some good fortune from time to time, but there is far more 
strategy, planning and preparation.

It would be a mistake to simply turn up in the U.S. and hope for the best. Instead, smart 
investors will complete the bulk of their planning and preparation from Australia before 
flying over to the U.S. The best time to start your planning and preparation is right now!

Your notes
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Further notes

Having almost completed this workbook, it’s now time to think about your next step.

Will it be to apply for a U.S. tax ID? Or to check where and when the next online tax lien 
auction will be held? Are you thinking about going over and doing Tommy’s MasterMind 
training? 

Whatever your answer, make sure you do something. You’ve created a lot of investing 
momentum by studying this resource. Don’t waste what you have worked so hard to 
establish. Use your knowledge to make money.

Your notes
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Further notes

If you read my book From 0 to 130 Properties In 3.5 Years and wished that you had 
bought positive cash flow properties like I did in 1999, then you’ve been given a second 
chance.

With the Australian dollar at record highs, and with properties in many U.S. cities falling in 
value by up to 80%, there has never been a better time for Aussies to make a play in the 
U.S. real estate market.

That said, there are very real risks, and so this isn’t an opportunity that should be pursued 
blindly or without proper planning.

However, if you are interested, and you are in a position to capitalise, then is achieving 
financial freedom a big enough incentive to mobilise you into taking action? Alternatively, 
is the pain of staying where you are greater than the pain of making the effort of trying 
something new? If so, then perhaps you will be able to find the courage to try.

As for me, it’s time to sign off and say goodbye. The opportunity to buy U.S. property 
won’t be so good forever, and I want to make hay while the sun is shining. I have more 
U.S. deals to analyse and more offers to submit.

Until we meet again, God bless and remember… success comes from doing things 
differently.
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Residential Lease Agreement 
THIS LEASE AGREEMENT is made and entered into this ________ day of _________________, 20 

________,  by and between ________________________, hereinafter referred to as "Landlord" and 
________________________________, hereinafter referred to as "Tenant".

Property Address.  Landlord leases to Tenant and Tenant leases from Landlord, upon the terms and conditions 
contained herein, the dwelling located at______________________________________________________________ 
__________________________________________________________in the County of 
___________________________.

Lease Term. (12) Twelve Months for the period commencing on the _____ day of ____________, 20 _____, and 
thereafter until the _____ day of _____________, 20 ___, at which time this Lease Agreement shall terminate. Landlord 
shall not be required to give tenant any notice to vacate after the expiration of the lease term. Tenant shall provide the 
landlord with 60 (sixty) days notice of intent to renew or to vacate the rental unit prior to the end of this lease. 

Rent.   Tenant shall pay as rent the sum of $        .00 per month, due and payable monthly, on the _________t day 
of the month for which rent is due.  Rent may be mailed through the United States Postal Service at Tenant's risk.  Any 
rents late or lost in the mail will be treated as if unpaid until received by Landlord.  It is expressly agreed that timely 
payments are of the essence.  Tenant acknowledges that late payments of rent may cause Landlord to incur costs and 
expenses, the exact amount of such costs being extremely difficult and impractical to fix.  Tenant agrees to pay a late 
charge of $35.00, plus $5.00 per day for each day the entire rent is not received by the Landlord by the 5th day of the 
month regardless of the cause, including dishonored checks, time being of the essence. Any payments received by 
landlord will be applied first towards late fees and/or other additional charges, then toward rent.  An additional Service 
Charge of $35.00 will be paid to Landlord for all dishonored checks.  If any of tenant’s checks are returned unpaid, 
landlord shall have the right to demand cash or certified funds on all future payments. 

Occupants. Tenant agrees to use said dwelling as living quarters only for the persons stated above and their minor 
children, and agrees to pay $__________ each month for each additional person who shall occupy the premises in any 
capacity. Failure to comply with this paragraph shall be a complete and material breach of the lease. 

Pets.  No pets are permitted on the property under this Lease shall be presumed to be strays and will be disposed of 
by the appropriate agency as prescribed by law.  Any pets kept on the property without the permission of the landlord in 
writing shall be a complete and material breach of the lease. 
                                                                . 

No Assignment.  Tenant agrees not to assign this Lease, nor to sublet any portion of the property, nor did to allow 
any other person to live therein other than as name in above without first obtaining express written permission from 
Landlord and paying the appropriate surcharge.  Consent by Landlord to one assignment or subletting shall not be deemed 
to be consent to any subsequent assignment or subletting. Further, it is agreed that covenants contained in this Lease, once 
breached, cannot afterward be performed, and that unlawful detainer proceedings may be commenced at once, without 
notice to Tenant.

Enforceability.  Should any provision of this Lease be found to be invalid or unenforceable, the remainder of the 
Lease shall not be affected thereby and each term and provision herein shall be valid and enforceable to the fullest extent 
permitted by law.  

No Waiver. All rights given to Landlord by this Lease shall be cumulative to any other laws that might exist or 
come into being.  Any exercise or failure to exercise by Landlord of any right shall not act as a waiver of any other rights.  
No statement or promise of Landlord or his agent as to tenancy, repairs, alterations, or other terms and conditions shall be 
binding unless reduced to writing and signed by Landlord.  

Utilities.  Tenant will be responsible for payment of all utilities, telephone, gas, water, electric or other bills 
incurred during the term of this Lease.  Appliances in the unit are offered in their “as is” condition and not guaranteed.  If 
tenants wish to use the appliances, they agree to assume all responsibility for care and maintenance. The landlord shall be 
responsible for garbage, association fees and yard maintenance only.   

Pest Control. Resident is responsible for any ongoing pest control service within the unit if the Resident desires 
such a service.  Owner is not responsible for any damage done to the Resident's person, or property by such pests, or to the 
person or property of Resident's family or any other persons on the premises.   
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Access.  Landlord has the right of access to the leased premises during reasonable hours to inspect the property or, 
at reasonable times, to show property to a prospective tenant, purchaser or mortgagee. Tenants agree that they will not 
change the locks on any door at any time, removing of locks will be a violation of the lease and a charge of $150 per lock 
shall be charged if prior permission is not obtained. Having obtained permission, they agree to pay for changing the locks 
themselves and to provide the Owners with one duplicate key per lock and to use the landlords locksmith. 

Insurance.  The Tenant is hereby advised and understands that the personal property of the Tenant is not insured 
by the Landlord for either damage or loss, and the Landlord assumes no liability for any such loss. The Tenant is advised 
that, if insurance coverage is desired by the Tenant, the Tenant should inquire of Tenant's insurance agent regarding a 
Renter's Policy of Insurance.  

Tenant Initials  _____      ______ 

Repairs.  In exchange for tenant receiving a discounted rent, Tenant shall be responsible for all repairs, 
maintenance, costs, service charges, painting, improvements and additions to the property. Landlord will not be responsible 
for any repairs except as required by landlord under local, state or federal law.  Tenant shall take an active role to insure 
that the property stays in excellent condition.  Tenant agrees that he/she has had adequate opportunity to inspect the 
condition of the property and Landlord makes no warranties or representations about the condition of the property, the 
improvements, utilities, electrical, plumbing, appliances or any latent defects of property, the improvements, utilities, 
electrical, plumbing, appliances or the neighborhood. Tenant has the right to paint and decorate the property in his 
discretion within tasteful guidelines.  Tenant will not to make any major alterations to the property without prior written 
consent of the Landlord. Tenant is required to obtain all necessary permits required by law before commencing 
improvements.  Any work performed on the premises whether by Tenant or other parties shall be as an independent 
contractor or agent of the tenant and not an employee or agent of Landlord. Landlord will have no right of supervision of 
the work performed. Tenant further warrants that he will be accountable for any mishaps and/or accidents resulting from 
such work, and will defend, indemnify and hold the Landlord and Landlord's agents free from claims of any other person 
or entity.  All improvements to the property shall be the property of the Landlord and remain attached and a part of the 
property when tenant vacates. Tenant shall receive no compensation, credit or rent reduction for work performed and 
tenant waives any lien for work or materials under applicable state law. Any damage to the property or the apartment due 
directly or indirectly by the tenant shall be the exclusive responsibility of the tenant and must be repaired by the tenant at 
the tenants cost.  Failure to comply with this paragraph shall be a complete and material breach of the lease. 

Default.  To further clarify the terms of the lease, the Tenant shall make certain that rent is received by the 
Landlord before the 1st (first) day of the month. A notice of non-payment will be served on the tenant if rent is not 
received by the 5th (fifth) of the month, regardless of fault of the tenant or the U.S. Postal Service. Notwithstanding the 
foregoing, the lease will be deemed materially and incurably breached and terminated if the rent and/or any additional 
rent is not paid by the fifteenth of any month for which rent is due. The acceptance by Landlord of partial payments of 
rent due shall not, under any circumstances, constitute a waiver of Landlord, nor affect any notice or legal proceeding in 
unlawful detainer theretofore given or commenced under state law.  If tenant defaults on any other provisions of the lease, 
including, but not limited to any misrepresentations on tenant's application, Landlord, at his option, can elect to continue 
the lease or terminate the lease and take possession by any lawful means.  Landlord is not required to give any notice to 
cure a violation of the lease other than as required by law. 

Obligations of Persons Under This Lease. If more than one person signs this Lease, each person is fully and 
personally obligated to keep all of the promises made in this Lease, including the promise to pay the full amount owed. 
The Lease Holder may enforce its rights under this Lease against each person individually or against all tenants. This 
means that any one of us may be required to pay all of the amounts owed under this Lease. 

Ordinances & Statutes.  Tenant shall comply with all municipal, state and federal law, statutes and ordinances, 
homeowner’s association rules, covenants, conditions and restrictions now in effect, or which shall be enacted in the 
future, and any violation thereof shall be a complete and material breach of the lease. 

Legal Action.  Tenant agrees, without protest, to reimburse Landlord for all actual and reasonable expenses 
incurred by way of Tenant's violation of any term or provision of this lease, including, but not limited landlord’s expenses 
in serving a Notice to Pay, Notice to Quit or other notice mailed or delivered by Landlord to Tenant due to Tenant's 
non-payment of rent or other breach of lease, all court costs and attorney's fees and all costs of collection.  Any such costs 
shall be due immediately as "additional rent." Any payments received by landlord will be applied first towards late fees 
and/or other additional charges, then toward rent. 

Waiver of Claims. Tenant hereby waives any and all right to assert affirmative defenses or counterclaims in any 
eviction action instituted by Landlord with the exception of an affirmative defense based upon payment of all amounts 
claimed by Landlord not to have been paid by Tenant. Other matters may only be advanced by Tenant in a separate suit 
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with 12 months from the date the tenant vacates the property. 

Damage by Fire. In the event that the building is damaged by fire and through no fault of the tenant, and cannot 
be restored within a reasonable time in the opinion of the Landlord, this lease shall terminate with no further liability of 
either party.   

Merger clause. This agreement shall constitute the full and complete understanding of the parties and supersedes 
all prior written and oral agreements.  There shall be no further additions or changes unless the same is reduced to writing. 

 Quiet Enjoyment.  Quiet enjoyment includes the right of the tenant and others who reside on the property if 
said unit is a multi-family dwelling to have the right to peace and quiet, the right to clean premises, and the right to 
basic services such as water and electric being supplied to the building(s).  Conduct himself and require other persons 
on the premises with his consent to conduct themselves in a manner that will not disturb his neighbor's peaceful 
enjoyment of the premises. 

 Occupancy.   Tenant to Maintain dwelling unit as follows: 
     1.  Comply with all obligations primarily imposed upon tenant by applicable provisions of building codes 
materially affecting health and safety. 
     2.  Keep that part of the premises that he occupies and uses as clean and safe as the condition of the premises 
permit. 
     3.  Dispose from his dwelling unit all rubbish, garbage, and other waste in a clean and safe manner. 
     4.  Keep all plumbing fixtures in a dwelling unit or used by the tenant as clean as its condition permits. 
     5.  Use in a reasonable manner all electrical, plumbing, sanitary, heating, ventilating, air-conditioning, and other 
facilities and appliances including elevators in the premises. 
     6.  Not deliberately or negligently destroy, deface, damage, impair, or remove any part of the premises or 
knowingly permit any person to do so. 

Tenant Initials  _____      ______ 
Full Disclosure. The Tenant signing this Rental Contract hereby state that all questions about this Rental 

Agreement have been answered, that they fully understand all the provisions of the agreement and the obligations and 
responsibilities of each party, as spelled out herein.  They further state that they agree to fulfill their obligations in 
every respect or suffer the full legal and financial consequences of their actions or lack of action in violation of this 
agreement.  Signature by the Tenant on this Rental Agreement is acknowledgment and he/she has received a signed 
copy of the Rental Agreement. 

City, County, or State Violations. Tenant is responsible for paying all violation fees issued against the 
house (or apartment if a multi-family dwelling) by the city, county or state for non-compliance to city, county or state 
laws.  If the landlord is required to appear in court, tenant shall pay an additional $350 fee to compensate landlord for 
his time. 

Additional Terms:

Accepted this ___ day of ____________________. 

_________________________________   _________________________________ 
 Tenant         

_________________________________
Tenant
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State by state tax liens and deeds

  Background

Each state has its own way of handling tax liens and deeds. To assist you in 
understanding the rules, we have complied a snapshot overview.

Please note that the list is subject to change, so make sure you complete your own 
inquiries before taking action.

  Terms

Here’s a quick glossary of the terms you’ll find in the state by state matrix.

  Type

This is the type of lien/deed product available in that state. Options include:

Lien: Tax liens are available for sale. If a lien has not been repaid by  
 the end of the redemption period then the property deed  
 becomes transferrable.

Deed: You have purchased the deed to the property and the property is  
 now yours outright. In this case, the lien is held by the county  
 which then sells the deed in due course if the property owner  
 has not repaid.

Lien and deed: In the first instance, the lien is sold at public auction. Then, if the  
 lien is not redeemed by the due date, the deed is sold at  
 public auction with the proceeds going to repay the lien holder. If  
 the lien has been sold to an investor but the deed did not sell at  
 auction, then the deed is transferrable to the investor.

Redeemable deed: The deed to the property is sold, but the original property owner  
 has a finite time to redeem their deed. After that date there is no  
 further recourse available.

  Redemption periods

This is the available time (in months) that the (original) property owner has to either 
redeem (pay off) the tax lien and / or tax deed.

  Bid type

Highest bidder: The starting bid is the amount of taxes owed (or the opening bid  
 if it is a deed auction). Investors then bid up the price with the  
 highest price being the winner. The amount in excess of the  
 opening bid goes to the county or city.

Bid down the The opening bid on the tax lien is the maximum amount  
interest rate:  prescribed by the state, and then investors bid down that  
 interest rate with the lowest bid being the winner (who then has  
 to pay the amount of the tax debt outstanding and receives their  
 bided interest rate as a return).
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State by state tax liens and deeds (cont’d)

 Bulk sales: The county/city sells off an entire list instead of individual liens  
 or deeds.

Bid down Instead of bidding for the deed, you are bidding on the  
ownership:  percentage ownership you would like to take in the property.

Rotational: Starting at the front of the room, the county representative gives  
 everyone in the room the opportunity to acquire the lien/deed.

First come: Each person is allocated a bidder card or bidder number and the  
 first person to raise it once the property is announced is the  
 winner.

Random/lottery: Each person is allocated a bidder card or bidder number, and  
 one is drawn at random. That person has the opportunity to buy  
 if they so wish, otherwise it passes to the next drawn person.
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