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Happy New Year!

COLLECTING FROM COSIGNERS & GUARANTORS

Question: If a mother cosigns a
car loan for her son, and the
son has an accident with the
car, what is the mother’s liabil-
ity to the creditor for being the
cosigner on the car loan? —
Horicon, Wisconsin.

Simply, the mother’s liability to
the creditor depends upon the
written terms of the loan agree-
ment between her and the
creditor.

When you cosign a loan, you
become either a co-debtor or a
guarantor depending upon
what the document says that
you sign.

In most consumer transactions,
a cosigner actually signs the
loan documents and has their
name put on the title to the col-
lateral (here the car). The co-
signer then becomes a co-
debtor and is “jointly and sev-
erally” responsible for the pay-
ment of the debt. That is, the
creditor can demand full pay-
ment from either cosigner
(here, from either the mother
or the son). And in most of
these transactions, if the collat-
eral is destroyed or damaged,

the creditor can demand full or
partial payment or additional
collateral.

In other transactions, like
when a president of a small
corporation guarantees the
payment of a corporate debt,
the cosigner signs a separate
agreement called a “guaranty
agreement”. There are many
types of these agreements: lim-
ited (ie. $10,000) vs. unlimited,
continuing vs. specific, guar-
anty of payment vs. collection
only, and revocable vs. irrev o-
cable. However, in these types
of transactions, courts some-
times require the creditor to
attempt collection on the un-
derlying debtor before going
after the guarantor.

Collecting from Guaran-
tors. Before you can collect
upon a guaranty agreement,
you must comply with all appli-
cable laws.

1. The guaranty agreement
must be in writing.

2. The guarantor must receive
some value (legally called
“consideration”) for making
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the guaranty. For example,
stockholders receive a bene-
fit when their corporation
receives a loan, and parents
receive value when a credi-
tor agrees to extend pay-
ment time on a loan to
their child.

3. Provide any required no-
tices. In consumer transac-
tions, creditors must pro-
vide certain notices before

(Continued on page2)

More Free Collection
Information. Find back is-
sues, time-proven advice and
tips, and collection services at
the Collection Center at Ullen-
bergLaw.com Or request our
free packet of debt-collection
articles: 10 Easy Ways You
Can Collect More Money Owed
You and Write Off Fewer Bad
Debts, 12 Fatal Mistakes Busi-
nesses Make When Extending
Credit, and more. Call us at
(920) 924-9878 or send us your
name and address / email / fax
number to Ullenberg@hotmail.
com or fax to (920) 924-9895!

t Do not regard these articles as legal advice. The complexity of laws and people’s problems make it
difficult to give legal advice without knowing the facts of each case or situation. Call us for your le-
gal needs or seek other professional advice before acting.



(Continued from page 1)

the guaranty agreement is
signed, when the underly-
ing loan is in default, and
when demanding payment.
In other transactions, no-
tice of default is usually re-
quired by the court.

4. Since the terms of guaranty
agreements can differ,

there may be additional re-
quirements required by
contract before you can en-
force the guaranty agree-
ment.

Guaranty agreements are valu-
able collection tools — but, re-
member as with any tool, they
must be used in the right situa-
tion and enforced in good faith

and within the constraints of
applicable law.

Excuse of the Month:

“Yeah, | had the car painted.
But | sold that car last week.
Go talk to the new owner...”

Seminar Notice. We're
working on our year 2001 semi-
nars now. Anything you'd like
to see? Drop us a note. Thanks.

Got a Question or Good
Excuse? Send it to Ullen-
berg@hotmail.com or fax to
(920) 924-9895. We'll include
your name and city with your
guestion or excuse, unless you
ask us not to.

May We Ask a Favor?

How Do You Like the
New Look? Easier to read,
easier to find things, more in-
formative? Would you like to
see 4 pages instead of this 2-
page format? We'd like to know
your thoughts...

How Can We Help You?

In addition to other general
business and litigation services,
Ullenberg Law Offices provides
complete debt collection services
for our clients. Dunning
(“Reminder”) Letters. Small-
claims and largeclaims collec-
tions. Garnishments. Enforce-
ment of security interests. Seller
reclamation of delivered prod-
ucts. Repossessions. Foreclo-
sures. Construction liens. Asset
searches and supplemental ex-
aminations. Bankruptcy prefer-
ence defense. Objection to bank-

ADVERTISEMENT

Help Us Keep Our Fees
Low. Can we email / fax this
newsletter to you? As you al-
ready know, successful collec-
tions depends on quick action.
We'd like to get these bulletins
to you quickly and also keep
our mailing costs low (and our
fees reasonable.) Please send
us your email address or fax
number.

Share the Knowledge. If
you'd like to share this bulletin
with friends and colleagues,
feel free to do so (but include
our copyright notice). Or better
yet, invite them to subscribe so
they receive this free Bulletin
themselves. To subscribe send
us an email, fax, or note with
your name and address, or bet-
ter yet, your email / fax num-
ber. To unsubscribe, let us
know at anytime.

ruptcy discharges or lien avoid-
ance claims. Contingency, flat,
and hourly Fees. Assistance to
your existing collection agency.
Troubleshooting current collec-
tion practices. Designing tai-
lored collection practices for
your organization. Expert testi-
mony. And more — check out
UllenbergLaw.com. Or, email
or call me anytime (but please
do not contact me with specific
confidential information unless
you are an existing client as |
may not be able to legally keep
the information confidential if
you’re not a current client.)

Atty. Alexander Ullenberg
has represented clients in hun-
dreds of lawsuits
# across Wisconsin
from high-
volume small-

& claims collections
§ to complex bank-
ruptcy litigation.

He is a guest lecturer at the
University of Wisconsin Law
School and a former business
law instructor for Marian Col-
lege of Fond du Lac.

Alex lives in Fond du Lac, Wis-
consin, where he is an active
member of the State Bar of Wis-
consin, Fond du Lac County Bar
Association, and Noon Rotary
Club among others.

Questions? Comments? lIdeas?
Opinions? I'm always happy to
hear from you. Alex

You can reach me at:

ULLENBERG
LAW OFFICES

Web: UllenbergLaw.com
Email: Ullenberg@hotmail.com
Phone: (920) 924-9878

(877) 924-9878
Fax:  (920) 924-9895
Mail: 101 Camelot Dr., Ste. 2b

Fond du Lac, WI 54935



