
TO COSIGN OR  
NOT TO COSIGN? 

Cosigning is taking on the responsibility to pay back the loan if the borrower does not pay for any reason.

Why does someone need a cosigner? Having a cosigner is very helpful to the borrower. A lender may

refuse to lend to them unless they have a cosigner, and it may reduce their interest rate.  

SHOULD I COSIGN? 

There is very little benefit in cosigning and a lot of risk, 

so be very careful.   

A friend, spouse, child, or grandchild may ask you to 

cosign.  Before saying yes, consider the risks. 

 If the borrower does not make the payments for

any reason, you will be liable!

-The lender can sue you for the money

before suing the borrower and they usually will

because you have the better credit score and

are more likely to pay.

 Your credit history will be negatively affected.

 The lender can also sue you for interest, late fees,

and collection fees.  The lender may be able to

garnish your wages.

 Sometimes, taking on too much credit will make

lenders unwilling to lend to you.

 It is very difficult to get out of the cosigned loan.

 For example, if you cosigned for your spouse, a

divorce will not free you from the debt.

 If you settle the loans with the lender, the IRS will

consider the forgiven amount as “debt forgiveness

income”, which can be taxed.

 Cosigning can very easily damage relationships.

 Know why the person is borrowing the money.

 Know what your legal and financial obligations are

going to be, including the monthly payment, the

interest rate, etc.

 Set aside money to repay the loan in case the

borrower stops payments.

 Maintain open and constant communication with the

borrower.  Once the lender contacts you, your credit

history has already been damaged.

 Have access to the loan account, and monitor it to

ensure payments are being made on time.

 Sign an agreement with the borrower, stating that they

will pay you back if they default.

For more legal information, visit our website: 

mvlslaw.org/get-legal-help/get-legal-
information/ 

To apply for free legal help please visit 

MVLSLAW.ORG/APPLY-FOR-SERVICES 

Or call intake between 9 a.m. and 12 p.m. on Monday through Thursday at 1(800) 510-0050 or (410) 547-6537 

THINGS TO DO BEFORE COSIGNING: 

This is not legal advice.  Please consult an attorney about your particular situation.
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