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How to Protect Bank Accounts From Lawsuits&
Judgement

Every year, more and more litigants file civil lawsuits in American courts. With the number of both legitimate
and frivolous suits on the rise, you should consider taking steps to protect your assets - including checking or
savings accounts, When evaluating the merits of a potential lawsuit, many lawyers now view the assets of
possible defendants as one of the most important factors. You never know when you when you will be involved

in a lawsuit: therefore, protect your bank accounts now before they are subject to forfeiture.

Download a template document for an irrevocable trust agreement (see Resources). This type of trust
protects assets from seizure from creditors or third parties — even ones with judgments awarded in a

fawsuit.

« Visit a knowledgeable trust attorney and ask for a review of your agreement and to ensure it is valid and
enforceable in your state. Alternatively, hire the attorney to draft the itrevocable trust agreement for you.

« Designate someone to serve as trustee for the Spendthrl ft trust. setect only someone you trust

and who understands your financial goals and needs.

When facing a lawsuit and a possible judgment against you, protecting your assets is crucial. Like many people
you likely maintain a share of your money in a bank account. Protecting your bank account is a key element of
an overall plan of action to shield your assets from seizure if a judgment is entered against you in a lawsuit. The
most effective way to protect a bank account from judgment following a lawsuit is setting up and placing your

account into a trust.

Obtain a sample or standard form for an irrevocable spendthrift trust. An 1rrevocable
Spel'.l.dthr],ft trust specifically is designed to protect your assets from seizure by a creditor, including

for a judgment arising out of a lawsuit.

Designate a person to serve as your trustee. You must not only select a person with experience and whom you

trust but an individual that understands your financial needs and desires.
How to Protect Your Assets When Getting Sued

By Beverly Bird



If someonc has alrcady sued you, iUs (oo late to protect your assets, The time to take action is before you get
involved in a lawsuit. Several options exist, but if you implement them too late. the court may consider they're

an intentional effort to defraud individuals or companics to whom you owe money.

Living Trusts

Some living trusts can protect your assets when you transfer ownership of them from yourself to the trust entity.
This isn’t the case with revocable trusts, however, Revocable trusts allow you to undo them or move assets in
and out of them at will so you technically retain ownership. You must form an irrevocable trust if you want to
protect the assets you place in it. and this means relinquishing ownership. Forming an offshore trust is another
option, but it’s not without risk and it can be expensive. An offshore trust is created in another country, such as
the Bahamas. where the laws grant revocable trust assets immunity from creditors and lawsuits. But you're
entrusting the fruits of your labors to the vagaries of another government, and Congress has been clamping

down on this means of asset protection with its own laws.
Transferring Assets

You may want to simply give your property away to vour spouse or child, but this can be risky as well. If your
relationship deteriorates for some reason, you may not be able to get your property back. You would have no
legal right to the assets any longer, as would be the case if you moved them into an ircevocable trust. If you
transfer your separate assets into your spouse’s name then break up, many courts will rule they’re now her
property and not divisible in a divorce. Moreover, although you can give unlimited property to your spouse
without incurring a gift tax, you can only give your children or others $14,000 per year, as of 2014 — anything

over and above this triggers the tax.
Insurance Coverage

If you’re not comfortable transferring ownership to someone else or to an irrevocable trust, check your
insurance coverage. If your gazebo crashes down on someone who's enjoying your lovely backyard and he sucs
you for his injuries, your insurance company is obligated to defend you if you have umbrella coverage. If you

lose the lawsuit, your assets aren’ typically at stake.
Protected Assets

Not all assets are vulnerable to lawsuits in any event, Federal law holds ERISA retirement plans out of the reach
of creditors. Some state laws extend this to traditional IRAs as well. Many states provide homestead exemptions
for real property you live in, or at least a portion of the home’s equity. If you’re married and hold title to your

primary home with your spouse as tenants by the entirety, it’s typically safe from creditors. including those you

owe because you lost a lawsuit,



Fncumbering Assets

If you encumber assets by using them as security for loans, there may be no equity in them because the
lienholders are already first in line. This may discourage someone from filing a lawsuit against you in the first
place - he’s not likely to be able to collect on any judgment the court awards him. But speak with an attorney
before taking this route. You'll still owe the loan or loans you took out, and if the proceeds are cash sitling in a

bank account, this could be up for grabs in a lawsuit.

Fraudulent Conveyances

has occurred that could give rise to a lawsuit. It’s the event or cause of action that marks the difference between
honest planning and trying to elude your creditors or a judgment collector. In most states, fraudulent

conveyance is against the law, even if you transfer your assets into a trust.



