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CHAPTER 1: INTRODUCTION TO TAX

LIEN AND DEED INVESTING

What Are Tax Liens and Tax Deeds?

Tax lien and deed investing represents one of the most lucrative yet underutilized

investment strategies available to average investors today. This investment method
allows you to earn guaranteed returns of 8% to 36% annually, or potentially acquire real

estate at 10-50% of market value.

Key Definitions:

Tax Lien: A legal claim against a property for unpaid property taxes. When you

buy a tax lien, you're essentially paying the property owner's back taxes in

exchange for a guaranteed return plus interest.

Tax Deed: The actual transfer of property ownership when taxes remain unpaid

for a specified period (typically 1-3 years). You can acquire the entire property

for just the amount of back taxes owed.

How the System Works

Every year, millions of property owners fail to pay their property taxes. Local

governments need this revenue to operate, so they auction off either:

1. Tax Liens - You pay the back taxes and earn interest when the owner pays you

back

2. Tax Deeds - You acquire the property outright for the amount of unpaid taxes

Why This Opportunity Exists

This investment opportunity exists because:

Government entities need immediate cash flow from property taxes

Property owners face financial hardships, divorce, death, or simply forget to pay

The process is backed by government authority and legal precedent

Most investors don't know about or understand this market



Investor Advantage: While Wall Street investments offer 3-8% annual returns

with significant risk, tax liens offer government-guaranteed returns of 8-36%

annually. Tax deeds can provide 200-500% returns or more when you acquire
property below market value.

The Numbers That Matter

Investment Type Typical Return Risk Level
Minimum
Investment

Tax Liens
8% - 36%

annually
Very Low $100 - $500

Tax Deeds 200% - 500%+
Low to

Medium
$500 - $5,000

Stock Market 3% - 8% annually High $1+

Real Estate

Rental

6% - 12%

annually
Medium $20,000+

Success Stories Overview

Thousands of investors have built substantial wealth through tax lien and deed

investing:

Larry Loftis turned $900 into over $1 million in tax lien investing

Ted Thomas students regularly acquire $100,000+ properties for under $5,000

Brad Chandler built a $10 million portfolio starting with $2,000



CHAPTER 2: STARTING WITH

$100-$1000: YOUR FIRST STEPS

The Small Budget Advantage

Starting with a small budget ($100-$1000) actually provides several advantages in tax

lien and deed investing:

Less competition for smaller liens

Ability to learn without significant risk

Faster turnaround on smaller investments

Compound growth potential

The $500 Strategy

With just $500, you can:

Purchase 3-5 small tax liens earning 16% annually

Bid on tax deed properties with back taxes under $500

Cover research costs and travel to your first auction

Build experience before scaling up

Your First $100 Investment Plan

Step 1: Choose Your Market ($0 cost)

Research online tax auction websites for states near you. Look for:

Online bidding capabilities

Liens starting under $200

Interest rates above 12%

Regular auction schedules

Step 2: Register for Auctions ($0-25 cost)

Most counties require:

Online registration (usually free)

Deposit requirement ($25-100, refundable)



Bidder number assignment

Step 3: Target Small Liens ($100-200 investment)

Focus on properties with:

Back taxes under $200

Mobile homes or vacant land

Rural or less desirable areas

High interest rates (18%+ preferred)

Case Study: $100 First Investment

Investment: $127 tax lien on vacant lot in Arizona

Interest Rate: 16% annually

Redemption Period: 3 years maximum

Outcome: Property owner redeemed after 8 months

Return: $127 + (16% × 8/12 months) = $140.51

Profit: $13.51 on $127 investment = 10.6% in 8 months (15.9% annualized)

Scaling Your $1000 Budget

With $1000, you have multiple strategies available:

Strategy A: Diversified Lien Portfolio

Purchase 5-10 liens ranging from $50-200 each

Spread across multiple counties/states

Target 12-24% interest rates

Expected annual return: $120-240

Strategy B: Single High-Value Deed

Bid on one tax deed property under $1000

Focus on mobile homes or small lots

Research market values thoroughly

Potential return: 200-500% if acquired



Strategy C: Hybrid Approach

$600 in tax liens (6-8 small liens)

$400 reserved for deed opportunities

Balanced risk and return potential

Pro Tip: Start with Strategy A for your first investments. The consistent returns
and lower risk will build your confidence and capital for larger opportunities.

Essential Startup Costs Breakdown

Expense Cost Range Necessity

Auction Registration $0 - $25 Required

Property Research Tools
$0 -

$50/month
Recommended

Travel to Auctions $0 - $100
Optional (online bidding

available)

Legal/Educational

Resources
$0 - $200 Recommended

First Investments $100 - $800 Required

Total Startup $100 - $1,175

Compound Growth Plan

Here's how your small investment can grow:

Year 1: $500 Starting Capital

Investment: 5 liens at $100 each, 18% average return

End of Year 1: $590 (assuming 12-month average redemption)

Year 2: $590 Capital



Investment: 6 liens at $98 each, continue 18% strategy

End of Year 2: $696

Year 3: $696 Capital

Investment: Mix of liens and first deed attempt

Conservative projection: $850-1,200

Year 4-5: $1000+ Capital

Transition to higher-value liens and deed investing

Potential: $2,000-5,000+ depending on deed success



CHAPTER 3: TAX LIEN INVESTING:

COMPLETE STEP-BY-STEP PROCESS

Understanding Tax Lien Mechanics

Tax lien investing is the safer, more predictable side of tax-defaulted property investing.

When you purchase a tax lien, you're essentially loaning money to the property owner
at a government-guaranteed interest rate.

How Tax Liens Work:

1. Property owner fails to pay property taxes

2. Government places lien on property

3. Lien is auctioned to investors

4. You pay the back taxes and earn interest

5. Property owner redeems by paying you back with interest, OR

6. You can foreclose and potentially acquire the property

Step 1: Research and Market Selection

Choosing Profitable States

Tax lien laws vary significantly by state. Here are the top performer states:

State
Interest
Rate

Redemption
Period

Auction Type
Difficulty
Level

Arizona 16% 3 years Online Beginner

Florida 18% 2 years
Online/In-

person
Beginner

Illinois 18-36% 2.5 years
Online/In-
person

Intermediate

Iowa 24% 1.75 years In-person Advanced



New
Jersey

18% 2 years In-person Intermediate

County-Level Research

Within your chosen state, evaluate counties based on:

Population Growth: Growing areas have higher redemption rates

Economic Stability: Stable job markets mean owners can pay back liens

Auction Frequency: Monthly or quarterly auctions provide more opportunities

Competition Level: Rural counties often have less bidder competition

Administrative Efficiency: Well-organized counties process liens faster

Research Tip: Call the county tax collector's office directly. Ask about: auction

dates, registration requirements, average number of bidders, and redemption

statistics. Most offices are helpful to new investors.

Step 2: Pre-Auction Preparation

Obtaining the Tax Roll

The tax roll is your roadmap to profitable investments. It contains:

Property addresses and legal descriptions

Amount of taxes owed

Property owner information

Assessment values

Years of delinquency

Tax rolls are typically available:

30-60 days before auction

Online through county websites

At the tax collector's office

Some counties charge $25-100 for complete lists

Property Analysis and Due Diligence

For each potential lien investment, research:



Essential Due Diligence Checklist:

□ Verify property exists and address is correct

□ Check property value using Zillow, county assessor, or comparable sales

□ Confirm no environmental issues (flood zone, contamination)

□ Research property type (residential, commercial, vacant land)

□ Check for bankruptcy filings by property owner

□ Verify no federal tax liens (these take priority)

□ Confirm property is not homesteaded (if relevant to state)

□ Check for HOA liens or other encumbrances

Warning: Never bid on properties you haven't researched. A $200 lien on a

worthless swampland property is still a $200 loss if it never redeems and has no

foreclosure value.

Step 3: Auction Day Strategy

Bidding Methods by State

Different states use different bidding methods:

Bid Down the Interest Rate: Highest bidder wins by accepting lowest interest rate

Bid Up the Premium: Pay taxes plus additional premium to win

Bid Down the Ownership: Winner gets percentage of property ownership

Rotational Bidding: Bidders take turns selecting liens

Smart Bidding Strategies

1. Set Maximum Bids in Advance: Never bid emotionally or beyond your limits

2. Target 12%+ Returns: Don't bid down interest rates below 12% unless property

value justifies it

3. Focus on Smaller Liens: Less competition, higher percentage returns

4. Avoid Bidding Wars: Let competitive liens go, focus on overlooked properties

5. Track Bidder Patterns: Learn competitor preferences and avoid their targets

Auction Strategy Case Study



Situation: Maricopa County, Arizona online auction

Available Liens: 847 properties

Strategy: Target liens under $500 with 16% interest rate

Execution:

Researched 50 properties under $500

Set maximum bid at 12% interest rate (bid down from 16%)

Won 8 liens totaling $2,340

Average interest rate achieved: 14.2%

Results after 18 months:

6 liens redeemed: $2,010 + $427 interest = $2,437

2 liens still active: $330 principal earning interest

Total return: 21.3% annualized

Step 4: Post-Purchase Management

Record Keeping

Maintain detailed records for each lien:

Purchase date and amount paid

Property information and legal description

Interest rate and calculation method

Redemption deadline dates

Contact information for tax collector

Property owner contact information (if available)

Monitoring and Communication

Successful lien investors actively manage their investments:

Monthly Contact: Check with tax collector on redemption status

Property Owner Outreach: Some investors contact owners to facilitate
redemption

Payment Processing: Ensure you're available to receive redemption payments

promptly



Deadline Tracking: Know exactly when foreclosure rights begin

Step 5: Foreclosure Process (When Liens Don't

Redeem)

When property owners don't redeem liens within the statutory period, you gain

foreclosure rights. This process varies by state but generally involves:

1. Quiet Title Action: Legal process to clear title (costs $1,500-5,000)

2. Notice Requirements: Proper legal notice to all parties

3. Court Proceedings: Judge reviews and grants clear title

4. Property Acquisition: You receive deed to the property

Foreclosure Strategy: Only foreclose on properties worth significantly more than
your total investment (lien + foreclosure costs). A good rule: property value should

be 3-5x your total investment to justify foreclosure.

Advanced Lien Strategies

Subsequent Tax Strategy

In many states, you can pay subsequent years' taxes on properties you hold liens on,
earning additional interest:

Increases your total return when property redeems

Strengthens your position for foreclosure

Prevents others from buying newer liens on same property

Can earn same high interest rate on additional payments

Institutional Lien Buying

Some counties sell liens directly outside of auctions:

Over-the-counter sales of unsold liens

Assignment of liens from other investors

Bulk purchases at lower interest rates but higher volume

Private negotiations with property owners

Monthly Action Plan for Lien Investors



Week 1: Research upcoming auctions, obtain tax rolls

Week 2: Conduct due diligence on target properties

Week 3: Participate in auctions, purchase liens

Week 4: Monitor existing liens, track redemptions, plan next month



CHAPTER 4: TAX DEED INVESTING:

COMPLETE STEP-BY-STEP PROCESS

Understanding Tax Deed Investing

Tax deed investing is the more aggressive, higher-reward strategy where you acquire

actual property ownership for the amount of unpaid taxes. While riskier than lien
investing, the potential returns are exponentially higher.

Tax Deed Process Overview:

1. Property taxes remain unpaid for statutory period (1-3 years)

2. Government takes ownership through tax deed process

3. Property is auctioned to highest bidder

4. Winner receives deed and full ownership rights

5. Previous owner loses all rights to property

Types of Tax Deed States

State Type
Example
States

Process Investor Advantage

Immediate

Deed

Texas,

Georgia

Direct auction of

property

Immediate ownership, no

redemption period

Redeemable

Deed

California,

Nevada

Deed with

redemption rights

High returns if redeemed,

property if not

Hybrid
System

Florida,
Michigan

Lien converts to
deed

Multiple paths to profit

Step 1: Market Research and Selection

Top Tax Deed States for Beginners

Texas: The Gold Standard

Monthly auctions in most counties



No redemption period after purchase

Strong property rights protection

Extensive online resources

Minimum bids often under $1,000

Georgia: High Volume Opportunities

First Tuesday of each month statewide

No redemption period

Courthouse steps auctions

Good mix of rural and urban properties

Strong investor community

Florida: Year-Round Opportunities

Hybrid lien/deed system

Online bidding available

High property values

Tourist and retirement markets

Multiple auction formats

County Selection Criteria

Within your chosen state, prioritize counties with:

County Evaluation Checklist:

□ Population growth over past 5 years

□ Diverse economic base (not single-industry dependent)

□ Regular auction schedule (monthly preferred)

□ 20+ properties per auction minimum

□ Average auction prices under $10,000

□ Professional auction administration

□ Available online property records

□ Reasonable travel distance or online bidding

Step 2: Pre-Auction Research and Due Diligence



Obtaining Auction Lists

Tax deed auction lists typically include:

Property addresses and legal descriptions

Minimum bid amounts (usually back taxes owed)

Assessment values

Property types and sizes

Years of tax delinquency

Access auction lists through:

County tax collector websites

Legal newspapers

Third-party auction services

Direct contact with county offices

Comprehensive Property Analysis

Tax deed due diligence is more extensive than lien research because you're acquiring

the property, not just lending money:

Complete Due Diligence Checklist:

Basic Property Information:

□ Verify property exists at listed address

□ Confirm legal description matches physical property

□ Check property boundaries and survey information

□ Research property history and previous sales

Market Value Analysis:

□ Pull comparable sales within 1 mile and 6 months

□ Check current market listings for similar properties

□ Verify assessment value vs. market value

□ Calculate potential profit margin (market value - all costs)

Physical Property Inspection:

□ Drive by property (photos from all angles)

□ Assess condition of structures



□ Check for occupancy (tenants, squatters, owners)

□ Evaluate neighborhood conditions

□ Note any obvious defects or damage

Legal and Title Issues:

□ Search for federal tax liens

□ Check for bankruptcy filings

□ Research mortgage and lien history

□ Verify no probate issues

□ Check for code violations or city liens

Environmental and Zoning:

□ Verify zoning allows intended use

□ Check flood zone maps

□ Research environmental hazards

□ Confirm utilities availability

□ Check for easements or restrictions

Critical Warning: Always physically inspect properties before bidding. Online

photos and descriptions can be misleading. A property that looks valuable on paper

might be a tear-down in reality.

Step 3: Bidding Strategy and Auction Day

Calculating Maximum Bid

Use this formula to determine your maximum bid:

Maximum Bid Calculation

Conservative Approach:

Market Value × 0.70 - Repair Costs - Holding Costs - Transaction Costs =
Maximum Bid

Aggressive Approach:



Market Value × 0.80 - Repair Costs - Holding Costs - Transaction Costs =

Maximum Bid

Example Calculation:

Market Value: $50,000

Repair Costs: $8,000

Holding Costs: $3,000 (6 months)

Transaction Costs: $4,000

Conservative Max Bid: ($50,000 × 0.70) - $15,000 = $20,000

Aggressive Max Bid: ($50,000 × 0.80) - $15,000 = $25,000

Auction Day Preparation

Before attending your first auction:

1. Register Early: Most auctions require advance registration

2. Bring Required Funds: Cash, certified check, or approved payment method

3. Arrive Early: Observe other bidders and auction procedures

4. Review Your List: Final check of properties and maximum bids

5. Stay Disciplined: Never exceed your predetermined maximum bid

Auction Psychology: Many new investors get caught up in bidding wars and

exceed their limits. Remember: there will always be another auction next month.

Stick to your numbers and walk away if bidding goes too high.

Step 4: Post-Purchase Actions

Immediate Steps After Winning Bid

1. Complete Payment: Follow auction payment requirements exactly

2. Obtain Documentation: Get receipts and any available paperwork

3. Secure Property: Change locks if vacant, post no trespassing signs

4. Obtain Title Insurance: Protect against unknown title issues

5. Contact Utilities: Transfer utilities to your name

Dealing with Occupants



If the property is occupied, you have several options:

Cash for Keys: Pay occupants to leave voluntarily ($500-2000 typical)

Formal Eviction: Legal process through courts ($1000-3000 cost)

Lease Agreement: Convert occupants to paying tenants

Sale to Occupant: Offer to sell property to current occupants

Occupancy Case Study

Situation: Purchased $80,000 home for $3,200 in back taxes

Problem: Previous owner still living in house

Solution:

Approached owner respectfully

Offered $2,000 cash for keys within 30 days

Owner accepted and moved out cleanly

Outcome:

Total investment: $3,200 + $2,000 = $5,200

Property sold for $72,000 after minor repairs

Net profit: $66,800 (1,285% return)

Step 5: Exit Strategies

Quick Sale (Wholesale)

Fastest way to convert deed purchases to cash:

Sell to cash investors at 60-70% of market value

Close within 7-30 days

Minimal repair or cleanup required

Lower profit but fastest turnaround

Fix and Flip

Higher returns with more time and effort:

Renovate property to market standards



List with real estate agent or sell directly

3-6 month timeline typically

Higher profit margins (50-200% potential)

Buy and Hold Rental

Long-term wealth building strategy:

Renovate to rental standards

Screen and place tenants

Generate monthly cash flow

Build long-term equity

Owner Financing

Create ongoing income stream:

Sell property with seller financing

Receive monthly payments with interest

Higher sale price than cash deals

Steady passive income

Advanced Deed Strategies

Bulk Bidding

Some investors buy multiple properties per auction:

Bid on 5-10 properties per auction

Expect to win 1-3 properties typically

Diversifies risk across multiple acquisitions

Allows for different exit strategies per property

Partnership Strategies

Team up with other investors:

Split research and due diligence workload

Combine capital for larger purchases

Share expertise (construction, real estate, legal)

Reduce individual risk exposure



30-Day Action Plan for New Deed Investors

Days 1-7: Research states and counties, identify target markets

Days 8-14: Obtain auction lists, begin property research

Days 15-21: Complete due diligence on 10-15 properties

Days 22-28: Attend first auction as observer (don't bid)

Days 29-30: Prepare for next auction with researched properties and funding



CHAPTER 5: STATE-BY-STATE GUIDE AND

BEST MARKETS

Understanding State Classifications

Each state handles delinquent property taxes differently. Understanding these

differences is crucial for maximizing your investment returns.

State Type Investor Gets
Typical
Returns

Best For

Tax Lien

States

Lien certificate

earning interest

8% - 36%

annually

Conservative investors,

guaranteed returns

Tax Deed
States

Property ownership
200% -
1000%+

Active investors, higher
risk tolerance

Hybrid

States

Liens that convert to

deeds
Varies widely Flexible strategy investors

Top Tax Lien States (Detailed Analysis)

Arizona - The Beginner's Paradise

Interest Rate: 16% annually

Redemption Period: 3 years

Auction Format: Online bidding (bid down interest rate)

Minimum Investment: Often $50-200

Best Counties: Maricopa, Pima, Yavapai

Why Arizona Works:

Completely online auction system

Year-round growing population

Strong property values



High redemption rates (85%+)

Professional auction administration

Arizona Strategy:

Focus on Maricopa County (Phoenix area) for volume

Target vacant land and mobile home liens

Don't bid below 10% interest rate

Expect 12-18 month average redemption

Arizona Success Story

Investor: Sarah M., Teacher from California

Investment: $5,000 across 15 liens

Results after 2 years:

12 liens redeemed: $4,100 principal + $980 interest

3 liens still earning: $900 principal, tracking for foreclosure

Total return: 19.6% annually

Time invested: 2 hours per month

Florida - High Returns, Year-Round Opportunities

Interest Rate: 18% annually

Redemption Period: 2 years

Auction Format: Online and in-person (bid down interest rate)

Minimum Investment: $100-500 typical

Best Counties: Pinellas, Broward, Orange

Florida Advantages:

18% guaranteed interest rate

Strong tourism and retirement markets



Multiple auction opportunities monthly

Hybrid system allows deed conversion

No state income tax benefits

Florida Challenges:

High competition in popular counties

Hurricane and flood risks

Complex homestead laws

Shorter redemption period

Illinois - Highest Interest Rates

Interest Rate: 18% (penalty) + 18% (interest) = 36% first year

Redemption Period: 2.5 years

Auction Format: In-person bidding (premium bidding)

Minimum Investment: $200-1000

Best Counties: Cook, DuPage, Lake

Illinois Strategy:

Focus on suburban Cook County

Avoid Chicago city properties (complex rules)

Target residential properties $1000-5000 range

Plan to attend auctions in person

Top Tax Deed States (Detailed Analysis)

Texas - The Deed King

Process: Direct deed sale, no redemption period

Auction Format: Courthouse steps, first Tuesday

Minimum Bid: Back taxes owed (often $500-3000)

Best Counties: Harris, Dallas, Tarrant, Travis



Population: 29+ million and growing

Texas Advantages:

Immediate ownership (no redemption period)

Monthly auctions in major counties

Strong job growth and population increase

Diverse property types available

Pro-business legal environment

Texas Success Factors:

Focus on growing suburban areas

Research oil and gas lease potential

Target properties under $5,000 minimum bid

Build relationships with local investors

Texas Deed Success

Investment: $2,400 for house in Harris County

Property Details:

3 bedroom, 2 bath house

Needed $8,000 in repairs

Located in improving neighborhood

Results:

Total investment: $10,400 ($2,400 + $8,000)

Sale price: $89,000

Net profit: $78,600 (756% return)

Timeline: 4 months purchase to sale

Georgia - Consistent Opportunities



Process: Courthouse steps auction, no redemption

Auction Schedule: First Tuesday of every month

Minimum Bid: Back taxes owed

Best Counties: Fulton, Gwinnett, Cobb, DeKalb

Average Properties per Auction: 50-200

Georgia Strategy:

Focus on Atlanta metropolitan area

Research properties 2-3 weeks before auction

Target suburban residential properties

Network with local investor groups

Complete State-by-State Reference Guide

State Type
Interest
Rate/Process

Redemption
Period

Investor
Rating

Alabama Deed Property auction None B+

Alaska Deed Property auction None C

Arizona Lien 16% annual 3 years A+

Arkansas Deed Property auction None B

California Deed Property auction
1 year (right to

redeem)
B-

Colorado Lien 9% + fee 3 years B

Connecticut Lien 18% annual 1 year B+

Delaware Deed Property auction 60 days B



Florida Lien/Deed 18% annual 2 years A

Georgia Deed Property auction None A

Illinois Lien
18% + 18%

penalty
2.5 years A-

Indiana Lien 10-25% 1 year B+

Iowa Lien 24% annual 1.75 years A-

Maryland Lien 6-24%
6 months - 2

years
B

Michigan Deed Property auction None B+

Mississippi Lien 18% annual 2 years B

Nevada Deed Property auction 1 year A-

New Jersey Lien 18% annual 2 years A-

New York Deed Property auction Varies by county B-

North

Carolina
Deed Property auction None B+

South

Carolina
Lien 8-12% 1 year B

Tennessee Deed Property auction 1 year B+

Texas Deed Property auction None A+

West
Virginia

Lien 12% annual 18 months B+

Regional Investment Strategies

Northeast Strategy



Focus on New Jersey and Connecticut for high-interest liens. Properties tend to be more

expensive but redemption rates are excellent due to high property values and stable

populations.

Southeast Strategy

Georgia, Florida, and North Carolina offer the best combination of deed opportunities
and growing markets. Focus on suburbs of major cities experiencing population growth.

Southwest Strategy

Arizona and Texas dominate this region. Arizona for conservative lien investing, Texas

for aggressive deed acquisition. Both benefit from continued population migration from

other states.

Midwest Strategy

Illinois and Iowa offer the highest interest rates but require more active management.

Michigan provides good deed opportunities in recovering markets.

Multi-State Strategy: Advanced investors often work 3-4 states simultaneously,
spreading risk and maximizing opportunities. Start with one state to learn the

process, then expand to complementary markets.

Seasonal and Economic Timing


