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Asset Protection
Fundamentals

How domestic trust structures, entity layering, and secured party frameworks
shield your wealth from creditors and litigation.
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What Is Asset Protection?

Asset protection is the legal practice of structuring ownership of your wealth so that it is shielded from
potential creditors, lawsuits, judgments, and other claims — before those threats materialize.

This is not about hiding assets or evading legitimate obligations. Asset protection uses established
legal frameworks — trusts, entities, statutory exemptions, and security interests — to create layers of
separation between you personally and the assets you control.

The best time to implement asset protection is when you have no known creditors or pending
claims. Courts view last-minute transfers as fraudulent conveyances. Protection must be
established proactively, not reactively.

Who Needs Asset Protection

You may assume asset protection is only for the ultra-wealthy. In reality, anyone with meaningful
assets and professional exposure needs a protection strategy:
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Contract disputes, employee claims, vendor litigation,
Business Owners personal guarantees

Malpractice suits, licensing board actions, partnership
Medical Professionals disputes

Slip-and-fall claims, tenant disputes, environmental liability,
Real Estate Investors mortgage exposure

High-Income Earners Divorce proceedings, frivolous lawsuits, judgment creditors

Professionals (CPAs,
Attorneys) Professional liability, E&O; claims, client disputes

The Legal Framework: How Protection Works

Asset protection is built on three foundational principles:

If you do not personally own an asset, a judgment creditor cannot seize it. By transferring assets into
properly structured entities or trusts, you create a legal barrier between your personal liability and your
wealth.

In most states, a creditor who obtains a judgment against an LLC member cannot seize the LLC's
assets directly. Instead, they receive a charging order — a lien on future distributions. If no
distributions are made, the creditor receives nothing. This makes LLCs in strong charging-order states
(Wyoming, Nevada, Delaware) powerful protection vehicles.

Under the Uniform Commercial Code (UCC), a properly perfected security interest takes priority over
later-filed claims. By filing UCC-1 financing statements against your own assets, you can establish a
first-position lien that supersedes future judgment creditors.

Domestic Asset Protection Trusts
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A Domestic Asset Protection Trust (DAPT) is an irrevocable trust created under the statutes of states
that specifically allow self-settled spendthrift trusts. The grantor can be a discretionary beneficiary while
still shielding trust assets from most creditor claims.

Key DAPT states: Nevada, Wyoming, South Dakota, Delaware, Alaska, Ohio. Each state has different
statutes regarding the waiting period before protection attaches (typically 2-4 years), types of claims
excluded, and trustee residency requirements.

A DAPT is not a DIY project. The trust must be drafted to comply with specific state statutory
requirements, funded properly, and maintained with ongoing compliance. Errors in formation
can render the entire structure unenforceable.

Entity Layering Strategies
The most robust asset protection structures use multiple entities in a layered architecture:

e Operating LLCs — hold business operations and associated liability

» Holding LLCs — own the valuable assets (real estate, IP, equipment) separate from operations
*« Management Companies — provide services to operating entities, centralizing revenue flow

e Trusts as Owners — irrevocable trusts own the holding entities, adding another layer of

separation

This structure ensures that a lawsuit against one operating entity cannot reach assets held by other
entities or trusts. Each layer acts as a firewall.

The UCC Secured Party Framework

Under UCC Article 9, you can create a security interest in your own assets by establishing a
debtor-creditor relationship between entities you control. A UCC-1 financing statement is filed with the
Secretary of State, creating a public record of the security interest.

When a judgment creditor attempts to collect, they discover that the assets already have a first-position
lien holder. This does not make the assets immune — but it significantly complicates collection and
often makes settlement more favorable.
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This is an advanced strategy that requires precise documentation: a promissory note, security
agreement, UCC-1 filing, and proper consideration between the entities. Tauro Advisory Group
specializes in creating compliant secured party creditor structures.

Critical Mistakes That Destroy Protection

Courts will void transfers made with the intent to defraud creditors. This is a fraudulent conveyance and
can result in penalties beyond the original claim.

One LLC holding everything provides almost no protection. If that entity is pierced, all assets are
exposed.

Commingling funds, failing to hold meetings, or ignoring operating agreements gives courts grounds to
pierce the corporate veil.

Asset protection laws vary dramatically by state. A structure that works in Wyoming may be ineffective
in California.

Insurance has limits, exclusions, and coverage gaps. Asset protection is the layer behind insurance.

Building a Comprehensive Shield

A complete asset protection strategy integrates multiple layers:

1 Insurance First line of defense — liability, umbrella, E&O;

2 Entity Structure Separate operating risk from asset ownership
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3 Trust Architecture Remove assets from personal estate
4 UCC Filings Establish first-position liens
Statutory
5 Exemptions Homestead, retirement, insurance exemptions

The specific combination depends on your profession, asset types, risk exposure, and family situation.
No two protection strategies should be identical.
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Ready to Protect Your Legacy?
Schedule a private strategy session with our advisory team.
During your consultation, we will:

» Review your current estate structure and identify gaps

» Discuss your family, business, and wealth protection goals

 Outline a custom strategy tailored to your situation
* Provide clear pricing with no hidden fees
No obligation. No pressure. Just clarity.

[J BOOK YOUR PRIVATE STRATEGY SESSION
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Who This Is For:

Entrepreneurs, business owners, medical professionals, real estate investors, high-net-worth families,

and anyone serious about protecting what they've built and ensuring a lasting legacy.

tauroadvisorygroup.com
888-958-2876 | info@tauroadvisorygroup.com

Miami, FL | Serving All 50 States
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