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As an attorney in the Consumer Rights 
Project of Legal Aid Center of Southern 
Nevada, I have seen a parade of legal 
mistakes resulting in financial disaster for 
our clients. Some errors are the result of 
desperation or a lack of understanding, 
but at the root of many of these mistakes 
is that people are generally optimistic and 
trusting. People genuinely think that they 
will be able to pay off that title loan, or that 
the child added to their house title will take care of them 
always, and they ignore the downside of their decisions. Our 
profession exists to clean up such messes, so we know that 
things don’t always go as hoped. Nonetheless, lawyers are 
not immune to some of these mistakes. Here are a few of the 
more common ones.1

 
Co-signing Loans: Put that Pen Away 

When your child, sibling, boyfriend/girlfriend, cousin, etc. asks you to co-sign 
a loan, usually for a car, think of Nancy Reagan and “just say no.” For those of you 
not old enough to get that 1980s reference, just say “no.” There is a reason that this 
person can’t get a loan on his or her own. I often hear, “I’m just the co-signer.” But 
there is no such thing as “just” a co-signer; both parties are 100 percent liable. The 
loan is reported on your credit, affecting your ability to finance a house or car. Late 

payments will be reported on your credit. 
If the person with whom you co-signed 
files a Chapter 7 bankruptcy case, the 
automatic stay protects him or her from 
creditors trying to collect the money due, 
but the lender can come after you. Once 
your co-debtor receives the discharge, 
you are now solely responsible for any 
debt, so if the vehicle is repossessed, the 
creditor can sue you for any deficiency.2 

If you believe that your co-signee 
will make all of the payments, consider 
this true story about a lawyer that 
illustrates the all-too-common reality. 
I’ll call the lawyer “Daddy Shark.” 
Daughter Shark asked Daddy to co-sign 
a loan for a very nice minivan. Daughter 
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claimed that vehicle was “necessary” 
to transport Grandbaby Shark. Daddy 
succumbed to grandparent guilt and 
co-signed the loan. Daughter defaulted 
on the loan but didn’t tell Daddy. Daddy 
found out when his routine application 
for an airline credit card was denied. 
Don’t be like Daddy. Instead, if someone 
close to you asks for such help, you are 
better off giving them the money for a 
larger down payment so they can qualify 
on their own, or outright purchase a 
sensible used car for them. If you can’t 
afford to do that, then you can’t afford 
the risk of default on the co-signed loan. 

Co-signing student loans creates 
more problems. Recently, a retiree 

asked if “they” could garnish her Social 
Security. Generally, Social Security 
is exempt from creditors.3   However, 
she had co-signed her granddaughter’s 
federal student loans. Granddaughter 
was behind, so now this kind-hearted 
grandmother’s Social Security payments 
were 15 percent lighter each month. Yes, 
“they” can do that.4  

Everyone wants the best for their 
children, but think 
about the potential 
effect on your credit and 
retirement. There is no 
guaranteed retirement 
loan (reverse mortgages 
do not count). If you 
are a recent law school 
grad and your parents 
co-signed your loans, 
honor their sacrifice and 
do everything within 
your power to pay the 
loans on time.   

On a non-legal 
note, it might be hard 
to say “no,” but think 
long-term; co-signing 
can ruin friendships 
and make for awkward 
family holiday dinners. 

Death (and Disability):  
The Cobbler’s Children 

Failure to plan for unpleasant events 
can have devastating consequences. 
Clients’ immediate financial and daily 
living concerns can push their planning 
to the back burner. Plus, estate planning 
is for rich people, right? Wrong. One 
example is a mother who had two adult 
children on disability living with her. 
She died without any will, trust or 
transfer on death deed, but with other 
children entitled to inherit an interest 
in the house. The other children were 
not willing to disclaim their shares, and 
the disabled children couldn’t afford to 
buy them out. So, a partition suit was 
coming, which was probably not what 
mom wanted.    

Lawyers often are no better. We’ve 
all heard the saying “The cobbler’s 
children have no shoes.” We are so busy 
assisting others with their legal affairs 

that we neglect our own. Having an estate 
plan is important, especially if you have 
a non-traditional situation, for example, 
a blended family, child with a disability 
or an unmarried couple. We all think that 
we will get to it one day or are tempted 
to do it ourselves (there must be a form 
for it). Do yourself and loved ones a 
favor and pay one of your estate planning 
colleagues for advice and to prepare the 

proper documents. 
It’s not just 

our demise for 
which we need to 
plan. Disability 
is a possibility 
during our working 
years and beyond. 
Lawyers like to 
think of ourselves 
as supermen or 
women, but stuff 
happens. If you 
are unable to make 
medical decisions, 
who would you 
want to make them 
for you? What do 
you want your 
medical providers 
to do regarding life-

sustaining treatment? Advance directives 
give you peace of mind, and more 
importantly, they help your loved ones 
during a stressful time. You should file 
your advance directives, specifically your 
Declaration Governing the Withholding 
or Withdrawal of Life Sustaining 
Treatment and Durable Healthcare Power 
of Attorney, in the Nevada Lockbox.5  

Nobody wants to contemplate a 
guardian being appointed for them. 
Having appropriate health care and 
financial documents (e.g. power of 
attorney, living trust) in place could 
prevent that. However, be careful of  
who you name as your attorney-in-fact. 
Sad to say, but don’t kid yourself about 
your kids. We see clients whose  
children have stolen from them, 
including using a power of attorney. 
Also, in the event that person can’t serve 
as your attorney-in-fact, what happens? 
You now can file a Designation of 
Guardian in the Nevada Lockbox.6  

We are so busy 
assisting others with 
their legal affairs 
that we neglect our 
own... Do yourself 
and loved ones 
a favor and pay 
one of your estate 
planning colleagues 
for advice and to 
prepare the proper 
documents.
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continued from page 9

Taxes:  
Don’t Mess with Them

A surprising number of applicants 
for Chapter 7 bankruptcy assistance have 
IRS debt. The common reasons are:  

1. Failure to file returns (enough 
said);

2. Failure to pay withholding from 
a prior business; or 

3. Early withdrawal from a 
retirement account. 

If you are an owner of a firm, make 
sure that all withholding is paid. The 
business entity will not insulate you. 
The Internal Revenue Code’s penalty 
provisions are enforceable against any 
“responsible person” who “willfully” 
fails to withhold, account for, or pay over 
withholding tax to the government. The 
penalty is 100 percent.7 “[R]esponsibility 
is a matter of status, duty, and authority, 
not knowledge.”8 You might be able to 
show a lack of willfulness, but just stay 
on top of this obligation and avoid the 
situation altogether. 

Withdrawing money from a 
retirement account before being eligible 
(age 59½ unless you meet certain 
exceptions) results not only in a tax 
on the withdrawal, but a 10 percent 
penalty. 9 We see this with clients who 
tried to pay off debts but wound up with 
a tax bill. An additional disincentive 
for early withdrawal to pay debts is that 
retirement accounts are exempt from 
creditors up to $1 million.10

Takeaway
Although we as lawyers are more 

educated and informed than most, we 
can still make some of the common 

blunders that create financial problems. 
We need to consider our decisions as 
if we were advising a client, and then 
take our own advice.  

1. This article does not address issues 
unique to lawyers (like don’t fool 
around in your trust account, but you 
all know that) or common low-income 
client mistakes that lawyers probably 
won’t make (such as title and payday 
loans).

2. The Automatic Stay imposed by 
Section 362(a) of the Bankruptcy Code 
upon filing of a bankruptcy petition 
includes “any act to collect, assess, or 
recover a claim against the debtor that 
arose before the commencement of the 
[bankruptcy case]”. 11 U.S.C. §362(a)
(6). Such actions against a co-debtor 
in Chapter 13 cases also are stayed. 
See 11 U.S.C §1301. However, there 
is no corresponding co-debtor stay in 
Chapter 7. Your co-signer’s bankruptcy 
discharge operates as an injunction 
against an act to collect, recover or 
offset the debt from him, but the Code 
specifically excludes co-signers from 
the discharge injunction. 11 U.S.C. 
§524(a)(2) and (e).

3. NRS 21.090(1)(y) and Section 207 of 
the Social Security Act, 42 U.S.C. 407. 

4. Section 207 provides a few exceptions 
to the protection from withholdings 
by the federal government, including 
withholding and payment to another 
federal agency for a non-tax debt, 
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according to the Debt Collection 
Improvement Act of 1996 (Public Law 
104-134), which includes federal student 
loans. 

5. For more information, see the Nevada 
Secretary of State’s website at https://
www.nvsos.gov/sos/online-services/
nevada-lockbox.

6. Id.; NRS 159.0753
7. I.R.C. § 6672(a).
8. Davis v. United States, 961 F.2d 867, 

873 (9th Cir. 1992). 
9. I.R.C. §72(t)
10. NRS 21.090(1)r).
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We need to 
consider our 
decisions as 
if we were 
advising a client, 
and then take 
our own advice.  


