		

		

WHEN CAN THE GUARANTOR BE RELEASED FROM THE LOAN?
Standard loan terms are 30 years. Guarantors do not want to be giving a guarantee for this length of time. A standard
guarantee term is between 2-5 years from when the loan is taken out. This time frame will vary depending on the amount
borrowed when the loan was originally taken out, property growth and the amount of extra repayments the applicants are
contributing towards the loan. If 105% of the house value is loaned then it will take longer to pay down the loan and build
equity in the new property.
What needs to happen before the Guarantor can be released:• The property would be revalued by the bank. The total loan needs to be for less than 90% of the property value 		
		 (Borrowers would have to pay mortgage insurance at this level of borrowings). To avoid mortgage insurance the loan 		
		 would need to be for less than 80% of the property value
• The applicants must not have missed any payments in the last 6 months.
• If the above criteria is met then a partial release is sent to the lender and a small discharge fee is paid to release the 		
		 Guarantor from the loan

WHAT HAPPENS IF THE GUARANTOR WANTS TO SELL THEIR HOME?
The Guarantor can sell their home while they are giving a guarantee. However the lender will have to agree to this and an
alternative guarantee must be given. If the Guarantor does not have a new property yet quite often the lender will secure the
guarantee against a term deposit that they hold for the guarantee amount. Then when a new property is purchased by the
Guarantors the guarantee will be transferred onto the new property.

LEGAL & FINANCIAL ADVICE
Going Guarantor is a major commitment and so you should always seek advice from the appropriate professionals such as
your solicitor before deciding to proceed. Many of the lenders will have a form for you to sign to confirm that you have either
seen a solicitor or you waive you right to do this.

BORROWERS UNABLE TO MAKE REPAYMENTS
In the unfortunate circumstances where the borrower can no longer make repayments the first step would be for the
borrower’s property to be sold. Any remaining debt that was unable to be paid out will be secured against the Guarantors
property. The debt will be in the borrowers and the Guarantors name. It is important to discuss this scenario to put a plan in
place in case this should happen.
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