
Thinking of becoming a Guarantor?  
What you need to know.

What is a guarantor?
A guarantor is someone who agrees to be responsible for repaying a debt owed to us under a loan provided to another individual or business if 
the borrower (or borrowers) cannot make their repayments. A guarantor supports the loan by providing us with an additional security such as 
their home. By providing a guarantee, we may lend to the borrower in situations where they may not have been able to secure the full amount 
of the loan they require.

What does it mean to sign a guarantee?
If you choose to provide a guarantee, you will be signing a legal contract in which you agree to repay the loan if the borrower cannot meet the 
repayment terms and conditions of their loan contract. If the borrower is unable to repay their loan, we will first seek to recover the debt from 
any security we hold from the borrower before we look to any security you have provided in support of your guarantee (unless we reasonably 
expect that after doing so, a substantial amount would still be owing).

If the borrower can’t make their repayments, then you may be required to pay us any amounts up to the maximum amount shown in the 
guarantee, along with interest and reasonable enforcement expenses. The amount shown in the guarantee could be the entire amount of 
the borrower’s loan, or a limited amount. If we lend more money to the borrower under the initial loan contract, your guarantee will cover this 
additional borrowing. The maximum amount of your liability will not increase unless you agree to this in writing.

In the event you don’t pay, we may enforce our legal rights, which could involve selling any security you have offered under your guarantee. 
This involves significant financial risk for you and could result in you losing your home if you offer it as a security.

How does it work?
Sam and Alex want to purchase 
their home with additional security 
support from Jackie (Sam’s mother). 
They do not have enough genuine 
savings to enable a 20% deposit, 
however can service the loan 
amount they require. Jackie has 
offered to provide a guarantee over 
her unencumbered property to 
enable them to purchase their home 
without the need to pay Lender’s 
Mortgage Insurance (which they 
may be required to pay if their Loan  
to Value Ratio (LVR) is greater than 80%).

Their loan will be split as follows:

Loan 1 - $400,000

Loan 2 - $71,000
Sam and Alex are purchasing their home for

$500,000 

The additional costs (stamp duty, bank 
and legal fees) amount to

$21,000

And are looking to borrow a total of

$471,000 

They have a a deposit saved amount of

$50,000 

Secured by purchase property 
value $500,000  

LVR: 80%

(Loan 1 $400,000/Purchase Property 
$500,000)

Secured by guarantor’s security 
value $650,000 plus purchase 
property value $500,000. 

LVR: 40.95%

(Loan 1 $400,000 + Loan 2 $71,000)/ 
Purchase Property $500,000 + 
Jackie’s Property $650,000)
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Both loans are in Sam and Alex’s name only.

Guarantor fact sheet.



Scenario 2
Three years after Sam and Alex purchased their property Sam 
is made redundant and they are unable to keep up with the 
repayments, defaulting on the loan. With no other option available 
they decide to sell their home. Due to a market downturn, the 
property is sold at a lower price than what they originally purchased 
it for. A total loan balance of $452,000 is still owing. With the 
property selling for $415,000 and costs of $10,000 associated with 
the sale of the property this leaves a difference of $47,000 still 
owing after the sale.

Alex and Sam are unable to repay the debt, which leaves Jackie 
responsible for the remaining $47,000 owing on the loan contract. 
If Jackie is unable to pay the loan or cover the repayments, we may 
seek to sell her security property which was guaranteeing the loan 
to repay the remaining debt.

Scenario 1
After three years of making 
repayments (including some 
additional repayments) and an 
increase in property values, Sam 
and Alex have enough equity in their 
property to release Jackie as the 
guarantor. Jackie is now no longer 
part of the loan contract and has no 
ongoing liability. 

Before you decide to provide a guarantee
We highly recommend you seek independent legal and financial advice to understand your obligations, risks and the impact on your financial 
position before providing a guarantee and any supporting security. 

It is important to independently consider your obligations under a guarantee and sign any guarantor documents free from any outside influence 
or pressure.

What happens next?
There are a few key steps before we can accept a guarantee from you.

We’ll ask you to sign and return some preliminary forms to verify your identity and agree to our privacy policy.

We’ll also send you information about the borrower’s financial information and the loan being sought, along with a deed of guarantee and a 
guarantor acknowledgement form for you to sign. This information may include:

• the proposed loan agreement and a list of any related security contracts
•  any related credit report from a credit reporting body
•  any current credit-related insurance contract that is in our possession
•  any financial accounts or statement of financial position the borrower has given us in the previous two years for the purposes of the

guaranteed loan
•  the latest statement of account relating to the loan for a period in which a notice of demand was made by us and any notice of demand we

have made on the borrower for the guaranteed loan, or any loan the borrower has (or has had) with us, within the previous two years

We’ll ask that you take at least three calendar days to review this information and carefully consider if you want to provide a guarantee. 
If you choose to provide a guarantee, we ask that you:

• Sign the deed of guarantee before an eligible witness (as outlined in the guarantee documentation) and without the borrower present; and
•  Confirm on an acknowledgement form that you’ve taken at least three calendar days to review the information before signing.

If you’re becoming a guarantor as the sole director of the borrowing company, or you’re both a guarantor and a borrower (acting as a trustee 
in one of those roles), you do not need to receive all the information about the borrower and the three day review period requirement will not 
apply to you. 

If you’re becoming a director guarantor (other than a sole director) you may choose to waive some or all of this important information about the 
borrower which may affect your decision to give a guarantee.

Here are some considerations before you give a guarantee over your security:
• Does the borrower have any plans in place if their circumstances change?
•  Does the borrower expect any life events that will change their current circumstances?
•  Does the borrower plan to sell their property soon or borrow more funds?
•  Will you be able to sell your property while it is being used to guarantee the loan?
•  Are you prepared and able to repay the loan if the borrower doesn’t?
•  Are you aware that your ability to borrow now and in the future may be affected by guaranteeing a property?
•  Do you have a strategy in place if your property is sold to repay the guaranteed amount?
•  Do you understand the duration of the guarantee?
•  Do you feel pressured to become a guarantor?
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Frequently Asked Questions

How is a guarantor 
different to a  
co-borrower?

A co-borrower is someone who chooses to borrow money with another individual or business. A co-borrower will 
be primarily responsible for regular repayments on the loan and repaying the loan in the event of a default.

A guarantor will only become liable for the amount they have guaranteed (which could be up to the full amount 
of the loan) in the event the borrower cannot make repayments.

Can I further limit 
the amount of the 
guarantee?

Yes, you can further limit the amount you are liable for under the guarantee but a request must be  
made by writing to the address or email address provided to you by your Lender or Broker. We can say no 
to your request if:

• The limit you propose is less than the borrower owes to us; or
•  We are obliged to make further advances or enter into further arrangements with the borrower; or
•  We would be unable to secure the present value of an asset which is security for the loan (such as a house

under construction).

Can I withdraw from 
the guarantee?

Yes, after signing the guarantee, you can withdraw from the guarantee by writing to the address or email 
address provided to you by your Lender or Broker:

• If the final loan contract is materially different from the one we gave you; or
•  Before we give any money to the borrower under the loan

You can’t withdraw once the loan has been funded.

When will I be released 
from the guarantee?

You can be released from the guarantee when your guarantee is no longer required by us. This could occur 
when there is more equity in the borrower’s property, or the property is valued at a higher price. 

If you want to end your guarantee earlier, you can do so at any time (see below).

How do I release myself 
from the guarantee 
early?

You can end your obligations under the guarantee at any time by:

• Paying us any money the borrower owes at the time, including any further amounts we’re obliged to provide
the borrower that are covered by your guarantee; or

•  Paying us the maximum amount you’re required to under the guarantee; or
•  Suggesting another arrangement that we are prepared to agree to.

What will happen if I 
don’t proceed with the 
guarantee

If you choose to not provide a guarantee the current loan application will need to be reassessed based on the 
borrower’s financial circumstances.

What information can 
I ask for during the life 
of the loan?

You can ask the Bank at any time for a statement of the amount the borrower currently owes, any amounts 
debited or credited, overdue amounts, and when they became overdue. This statement must be given to you in 
writing if you ask for it in writing but otherwise may be given verbally. 

During the life of loan, we’ll advise you if we have issued a formal demand or default notice to the borrower. 
We will also advise you if the borrower is in continuing default for more than two months after we issue a 
default notice, or if the borrower has advised us that they are experiencing financial difficulty which has  
resulted in a change to their loan.

Will taking out this 
loan affect my future 
borrowing capacity?

When you apply for credit, you may need to tell your credit provider about any loans you are a guarantor 
on. This may affect your borrowing capacity, especially if you want to borrow against the property you have 
provided as a security. If the borrower can’t make repayments and we enforce the guarantee, this may also 
impact your credit rating.
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content or otherwise should make their own enquiries and research to ensure its relevance to your specific personal and business requirements and circumstances. Terms, conditions, fees and charges 
may apply. Normal lending criteria apply. Rates subject to change. Approved applicants only.


