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Knowing the Risks of a Personal Guaranty
Melissa Sayer, partner with Nordman Cormany Hair & Compton LLP in Oxnard

With the coment sate of the business expertise o pay the debt Before with the busimess plan or management e as open to nepotation a5 they were m the
ecmeony, management of nsk is becommg  agresing iv gve a personal guananty, people o understand the ameust of nsk you are  past, Tt you should try o limit the temms
increasimgly mmportant. Many fools can  should consider the following: asaming? of the guamanfy as murch a5 possible amd
be usad to managze risk, and one receiving If yow are a business owner, a Cam you repay the emtine wunderstand your oblipations. The suamamty
renewed attenton s the persomal uaranty.  pemsomal suamoty bhos the line between  oblizatton if the business fails? As a small  should be Lmited to the oiginal amemmt of
It is often required m comection with 2 business and persemal assefs. Are you Tusiness owner, you could exbanst your the obligation and ewclode my fishre delit
lpam, 1eal property or equipment lease prepared to subject your personal assefs fo savings in an attempt to save the business, It should be limited to the inifial temm (and
and sometimes reguirsd by vendors or business rsk? Also, a guamnty typically onby to be forced imbo bankruptcy afier exclude amy ewtemsions or renewals) and

iBTE. Fuarantess the entire amoumt of the debt, the usimess closes because you bhave 2 should exclude other amoumts such as costs

A guaranty is 2 promise topay the  even though you may own less than all persomal oblipaton to service the debt. If of collection, attomey's fess and defmdi
debs of another. This oblization is separate  of the ownership interest in the bnsiness. 2 non-owner, you may be forced fo cover  interest,
and independent from the oblization of e A noo-owner mey also be asked to give the entire amount of the dabt of the fatled A puannty may be unaveddable. If
bomrower. A guaranty is fypically requested 2 goaranty, perhaps to help a Mend or usiness ouf of your personal assets, required, you should consider and nnderstand
when the lender iz comcemed that the relatve lamch or expand a busmess. As Like amy contract, a persomal the msks and try o negotiate as fmvorable
bomower lacks the financial ability or 2 Domn-owner, are you familiar enough guammty is negotiable. Lenders may pot tems as possible



