
GUARANTEEING ANOTHER’S DEBTS 

 

I never fail to be amazed at the number of people who respond to scams which arrive in 

the in-box on the computer.  The amounts of money paid to the scoundrels who create the 

scams are huge.  Similarly I am always amazed too at people who will sign as a guarantor 

of another person’s debts.  Over the years I have seen many people bankrupted as a result 

of providing such guarantees.  

 

If someone asks you to act as their guarantor it is essential that you take a long and hard 

look at what you may be taking on, and not adopt the “she will be alright attitude” which 

is common in NZ.  Providing your own property as a collateral security for a mortgage of 

someone else is highly dangerous and can end up in the property being sold by the lender 

to recover the amount owing to it.  Parents quite often guarantee loans for family 

members and have to make the repayments if the family members default under the loans.  

 

When you sign a guarantee you are putting your own assets and income at risk.  If the 

principal debtor does not pay the instalments when they fall due, the lender looks to any 

guarantor to recover the debt.   The creditor does not need to exhaust its remedies against 

the debtor. It can pursue either the debtor or the guarantor or both, if it is so inclined. 

 

In NZ the trading banks almost always require a guarantee when the debtor is a limited 

liability company.  This is normal commercial practice as a company can be liquidated 

leaving its creditors without any hope of recovering their debt.  It always pays to haggle 

with the bank over the amount to be guaranteed.  It is common practice for the banks to 

require an unlimited amount as the guaranteed sum but in other overseas jurisdictions the 

banks are not encouraged to require unlimited guarantees and in some places unlimited 

guarantees are prohibited.  All guarantees are worded in the widest possible terms to 

catch every possible eventuality.  

 

Nobody should ever sign a guarantee without making full enquiry as to the financial 

soundness and reliability of the borrower.  

 

 



This article has been prepared by Bessie Paterson, a Partner with Ronald Angland & Son 

solicitors, who may be contacted on Tel: 03 349-4708 or e-mail bessie@anglands.co.nz  
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