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 7 
 From time to time Presbytery of New Covenant, Inc. (Presbytery) is requested to provide credit support in 8 
connection with member-church borrowings from commercial lenders (principally commercial banks) and 9 
denominational lenders (such as Presbyterian Church (U.S.A.) Investment and Loan Program, Inc. (PILP) or other 10 
affiliates of the General Assembly of the Presbyterian Church (U.S.A.)).  The most commonly encountered form of such 11 
requested credit support is a “full-recourse” guaranty by Presbytery of the indebtedness in question.  On at least one 12 
occasion, however, Presbytery, without providing a guaranty, mortgaged real property owned by Presbytery to secure 13 
indebtedness to a commercial bank lender incurred by an affiliate of Presbytery.2  While these Guidelines thus focus 14 
mainly on Presbytery loan guaranties, should Presbytery be requested (1) to furnish some other type of credit support 15 
(either in lieu of or in addition to a guaranty), or (2) to approve a loan secured by a mortgage on real property, whether 16 
or not guaranteed,3 those considering the issues presented by the request should, to the extent appropriate, refer to and 17 
extrapolate from these Guidelines.  Moreover, while these Guidelines are intended to foster consistency of practice in 18 
addressing guaranty requests brought to Presbytery from time to time, they are not exclusive.  Nor are they intended to 19 
foreclose consideration of a particular guaranty request in light of factors in addition to, or in substitution for, those set 20 
forth herein.  21 
 22 

Presbytery has no generally applicable obligation to its member churches, their lenders, or anyone else, either 23 
to provide credit support of member-church indebtedness ― or to refrain from doing so.  As with any other 24 
contemplated Presbytery action, issuance of a guaranty of indebtedness of a particular church at a particular time and for 25 
a particular purpose may, or may not, be seen to further Presbytery’s vision as at the time in effect.  But even in the case 26 
of a guaranty that indisputably furthers the vision, both those requesting it and those passing upon the request need to 27 
recognize that, from a financial support viewpoint, Presbytery is the creature of its member churches, rather than they 28 
being its.  Thus even if a guaranty would further Presbytery’s vision in a particular situation, given Presbytery’s limited 29 
resources, the request for it is likely to create a structural tension between the well-being of the church seeking it and the 30 
collective well-being of all of Presbytery’s churches.  Because Presbytery’s guaranties of the debt of particular churches 31 
inevitably place at risk Presbytery assets donated by most, if not all, member churches, every determination whether to 32 
issue a Presbytery guaranty will involve a correlative duty of Presbytery to be a good steward of its limited resources on 33 
behalf of all its churches.  34 

 35 
Moreover, the scope and terms of requested guaranties, the actual or apparent room for their negotiation, and 36 

even the purposes of particular lenders in requesting them, can differ widely.  All parties to the guaranty process need to 37 
be aware of these differences, and thus of the context in which discussions proceed.  Loan documentation in general use 38 
today can be tricky.  While Presbytery will ordinarily perform its own legal review of relevant documents, including the 39 
underlying loan documents, these Guidelines assume that churches borrowing significant sums from either commercial 40 
or denominational lenders will be represented by their own retained or volunteer counsel familiar with commercial 41 
loan work and, if acquisition of and/or a lien on real estate are involved, commercial real estate loan work.4  42 

                                                             
1 Presbytery approval of a particular transaction involving member-church real property may or (either because the 
transaction is not of a type subject to such approval, or because the particular church was a southern church that timely 
opted out of the approval requirement at the time of reunification of the northern and southern Presbyterian churches) 
may not be required under Book of Order G-8.0501 or G-8.0502.  By contrast, regardless whether the transaction is one 
which, for reasons apart from the requested guaranty, requires an approval under the cited provisions of the Book of 
Order, a transaction involving a request for Presbytery’s contracting to provide credit support such as a 
guaranty will always require Presbytery approval.   
2 In this case the debtor was not a member church, but Cho-Yeh Camp and Conference Center, Inc., a Texas non-profit 
corporation whose Board of Directors was, at the time the mortgage was given, nominated by Presbytery and whose 
Bylaws were amendable only by Presbytery.  
3  As required by Book of Order G-8.0501  
4 Annex A to these Guidelines presents a brief and very basic discussion of the theory and practice of guaranties.  It is 
important reading for non-lawyers, and may be a useful refresher for lawyers.  It is not intended, however, as a 
substitute for a church’s representation by counsel in a transaction in which it undertakes major legal as well as financial 
responsibilities. 



  

 1 
In addition to the application documents referred to below, in the case of any church whose debt Presbytery 2 

agrees to guarantee, so long as the guaranty is in effect, Presbytery will also require the church’s periodic delivery of 3 
ongoing financial information as to the church’s financial condition and results of operations in general, and its 4 
performance of, and absence of any default under, the guaranteed indebtedness, in particular. 5 
 6 

Procedures, Documentation and Criteria 7 
 8 

 Procedures.  In the ordinary course, a member-church loan transaction requiring Presbytery’s approval ― 9 
whether by reason of a guaranty request or otherwise5 ― will be referred initially to the Business Affairs Committee 10 
(the Committee) for evaluation and the making of a recommendation to General Council or (depending upon timing) a 11 
stated meeting of the full body as to whether to give the required approval.  These Guidelines have been formulated for 12 
use in loan transactions in which issuance of a Presbytery guaranty is requested, and should be made readily available to 13 
churches seeking guaranties to facilitate their understanding of the deliberative process and the criteria to be employed 14 
in it. 15 
 16 
 Required Documents.  A member church seeking Presbytery issuance of a guaranty supporting its loan is 17 
expected to submit to the Committee for its review and evaluation, as soon as available and in any event in time to 18 
facilitate the Committee’s timely review and action without delaying the proposed transaction, the documents listed in 19 
Annex B.  20 
 21 
 It is assumed that the church will assist in the timely consideration of its request by making the Committee 22 
aware of the proposed borrowing, and beginning the process of furnishing the required documents (even if furnished 23 
piecemeal), at the earliest possible moment.   24 
 25 

Criteria.  The following factors, in each case weighted in such manner as may in the particular case be 26 
reasonable in Presbytery’s discretion, and applied so as to reflect an appropriate level of support for Presbytery’s 27 
member churches and an appropriate regard for Presbytery’s stewardship of its limited resources, shall ordinarily be 28 
taken into account in evaluating requests for Presbytery guaranties: 29 

 30 
1. Reason for Guaranty Request; Alternative Credit Supports. 31 
 32 

a. Is lender requesting the guaranty as a credit matter, or for some other reason?  If the latter, what is 33 
the reason, and is it acceptable on its face? 34 

b. When it is believed that a guaranty is requested as credit support, is any other form of credit 35 
support, short of a guaranty, realistically possible?  (Examples might be “keep-well” or “comfort” 36 
letters or similar undertakings.) 37 

c. Answer to “b” may often be “no,” but ordinarily the question should be asked and answered. 38 
 39 

2. Loan Amount; Presbytery Exposure to Single Church; Church Exposure to Single Lender; Overall 40 
Presbytery Guaranty Exposure; Competing Requests; Etc. 41 

   42 
a. The amount of the loan to which the guaranty would apply,  43 
b. Whether the guaranty contains “cross guaranty” provisions, or purports to apply the guaranty to 44 

the church’s obligations to the lender as from time to time in effect, so as in either case 45 
involuntarily, i.e., without its further written consent, to enlarge or extend Presbytery’s liability to 46 
other present or future obligations of the church to the lender, 47 

c. The extent of Presbytery’s aggregate contingent liability, giving effect to the requested guaranty, 48 
in respect of  49 

i. obligations or indebtedness of the particular church to this and other creditors, and  50 
ii. obligations or indebtedness of all of its member churches, 51 

d. The extent of the particular church’s aggregate liability, giving effect to the proposed loan, to the 52 
lender in question,  53 

e. Whether the proposed guaranty purports to denominate the guarantor’s liability as “primary,” or 54 
as contingent and secondary only, and 55 

                                                             
5 See note 1 above. 



  

f. Whether at the time there are pending, or are expected soon to be pending, other requests for 1 
guaranties of member-church debt that in fairness to all concerned should be evaluated in light of 2 
each other if the ability to grant all such requests is questionable. 3 
  4 

3. Loan Term and Amortization; Balloon.  5 
  6 

a. The term of the loan (in general, longer is better in order to reduce periodic amortization 7 
payments),  8 

b. The periodicity and amounts of scheduled periodic payments of principal and interest, and  9 
c. Whether the final scheduled principal payment constitutes a “balloon” in an amount that will 10 

almost certainly require refinancing with this or another lender, at final maturity, or coming up 11 
with a very large amount of cash from some source to discharge the loan in accordance with its 12 
terms.  (Such balloons are not generally favored, though in a particular case ― if a lender will not 13 
grant a longer term to final maturity ― they may be the only means of keeping the amounts of 14 
periodic amortization payments down to a level the church can realistically service.) 15 
 16 

4. Collateral Security; Collateral Value; Minimum Equity. 17 
 18 

a. Whether the loan is secured by a mortgage on real property of the church, or is being used to 19 
acquire real property subject to an existing mortgage to be assumed by the church (in either of 20 
which cases a separate Presbytery approval of the mortgage lien is also required under Book of 21 
Order G-8.0501), 22 

b. The documented fair market value of any property pledged as collateral security for the loan, and 23 
the ratio of such collateral value to the outstanding loan amount (historically, a collateral value to 24 
loan amount ratio of 1.25:1.0 has been thought prudent by many secured lenders),6 and 25 

c. The extent of the equity of the church in any property subject to the mortgage. 26 
 27 

5. Primary Obligor Overall Condition (Financial and Other). 28 
 29 

a. The overall current, historical and projected membership and financial condition of the particular 30 
church, whether or not it has other debt, and if so, the term and periodic amortization 31 
requirements thereof, any collateral security given therefor, and any other material terms thereof, 32 
and 33 

b. Without limiting the generality of the foregoing, whether any other such debt might “compete” 34 
with the guaranteed debt for church dollars to be applied to debt service or loan payoff with 35 
unpleasant results for the guarantor. 36 
 37 

6. Primary Obligor Ability to Service; Coverage Ratio; PILP Underwriting Criteria. 38 
 39 

a. The projected ability of the church to service (from current operating income and any specifically 40 
designated pledges in hand and/or reasonably expected to be in hand as needed) its obligations in 41 
respect of the indebtedness to be guaranteed as they become due and payable, both during the 42 
term and at final maturity, and  43 

b. The ratio of operating income for the period of four (4) fiscal quarters then most recently ended to 44 
the aggregate scheduled debt service payments (both principal and interest) that would have been 45 
required to be made on the loan during such period if it had been outstanding at all times during 46 
such period.  (Depending upon a particular church’s staffing needs and other fixed charges, and 47 
its income sources, among other factors, a ratio in the vicinity of 4:1.0, or devotion of about 25% 48 
of operating income to ongoing debt service, seems reasonable.) 49 

c. Application of PILP’s “Credit Evaluation Matrix” (as at the time in effect) to the church’s 50 
incurrence of the proposed indebtedness shall result in an overall average evaluation score not 51 
greater than 1.80.7 52 

                                                             
6 Collateral value should be appropriately discounted for any applicable deed or other restrictions on use that would 
limit the resale market for such collateral, i.e., real estate that may be used only for a church or school. 
7 PILP has kindly offered to assist the Committee by evaluating proposed member-church loan transactions pending 
before  the Committee by application of its Credit Evaluation Matrix, as at the time in effect, whether or not it is the 
lender in the proposed transaction.    The required score of 1.80 or less denotes, in PILP’s terms, a rating of 
“outstanding” (1.0-1.5) or at the high end of “above average” (1.6-2.1).  Requirement of these ratings reflects the fact 



  

 1 
7. Required and Prohibited Loan and/or Guaranty Terms; Agreement between Presbytery and Church. 2 
 3 

a. As with any contract creating material obligations of Presbytery, the loan documentation, 4 
including the guaranty, should be submitted to Presbytery counsel for review, and counsel’s 5 
advice obtained as to provisions (applicable either to the church or Presbytery) in the loan 6 
documentation that should be of particular concern to Presbytery as a guarantor.  Ordinarily, the 7 
documents should include the required provisions specified on Annex C and should not include 8 
the prohibited provisions specified in Annex D. 9 

b. Depending upon how odious the terms of a particular guaranty may be, if the lender refuses to 10 
negotiate the form of the guaranty, the only realistic solution may be for Presbytery to decline to 11 
issue it. 12 

c. Church to sign “standard” agreement with Presbytery (see Annex E). 13 
 14 

8. Use of Proceeds. 15 
 16 

a. Whether the use of proceeds of the loan requested to be guaranteed is consistent with/furthers 17 
Presbytery’s vision as at the time in effect.  18 

 19 
9. Presbytery’s Financial Condition; Lender Set-Off Rights. 20 

 21 
a. Whether it appears reasonably likely that, if Presbytery were called on the guaranty (in a non-22 

doomsday scenario), either to pay ongoing debt service on the guaranteed loan, or to pay it off in 23 
full or to purchase it, Presbytery would have, or be able to obtain, the funds required to do so.  24 

b. Presbytery should be aware that many guaranty agreements grant a lender the contractual right to 25 
“set-off” or deduct, from a guarantor’s accounts held by the lender, any amounts owed by the 26 
guarantor to the lender under the guaranty.  In addition, there may be common law, as well as 27 
contractual, set-off rights in favor of the lender.  Presbytery should be cognizant of the risks of 28 
possible set-off scenarios when Presbytery is considering the issuance of a guaranty to a lender at 29 
which Presbytery has its bank or other accounts. 30 

 31 
—oOo— 32 

 33 
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that Presbytery will not necessarily be willing to guarantee every loan that PILP might be willing to make:  by reason of 
PILP’s guaranty requirement it will generally seek to have two obligors to look to, to satisfy its debt, whereas as 
guarantor Presbytery will have but one.  



  

Annex A 1 
 2 

A Word About Guaranties 3 
 4 
 Types of Guaranties. Broadly stated, a guaranty is an undertaking by one party (guarantor) in favor of a 5 
second party (obligee) in respect of the obligations to obligee of a third party (primary obligor).  Guaranties may relate 6 
to payment obligations of primary obligor to obligee, performance obligations of primary obligor to obligee, or both.  In 7 
the most common form of guaranty, the guarantor undertakes to the obligee that if the primary obligor does not duly and 8 
timely discharge, i.e., defaults on, its obligations (payment, or performance, or both) to the obligee the guarantor will 9 
itself discharge such obligations.  The obligation of the guarantor is thus ordinarily conceived of as secondary to that of 10 
the primary obligor, and expressed as contingent upon the primary obligor’s failure to make payments, and/or perform 11 
other obligations, owing by it to the obligee.  Because of its secondary and contingent nature, liability in respect of a 12 
guaranty normally appears in a footnote to the liability side of the guarantor’s balance sheet, not as an “above-the-line” 13 
fully choate liability.8  14 
 15 

Guaranties may be “full recourse” or “limited recourse” in nature.  A “full-recourse” guaranty is one that may 16 
be satisfied from, that is, the obligee has recourse to, all assets of the guarantor (including both free assets and its 17 
residual interest in any assets subject to a mortgage or other lien in favor of one, or an identified class, of the guarantor’s 18 
creditors other than the obligee).  A “limited recourse” guaranty is one that may be satisfied only from particular 19 
identified assets of the guarantor, such as a particular account, fund or other asset, including one not yet wholly in hand, 20 
such as a stream of future payments owing to the guarantor from a third party.9  To confuse matters further, a guaranty 21 
may be a full-recourse guaranty but limited in amount; that is, it may be limited to a specified dollar amount which, 22 
though collectible from all of guarantor’s assets, may be less than the full amount of primary obligor’s obligation to 23 
obligee.  Such guaranties can be tricky and in such a case it is important to determine whether the limited dollar amount 24 
guaranteed is understood to represent the “first dollars” or “last dollars” owing by the primary obligor in respect of its 25 
obligation.  26 

 27 
A guaranty ― even a full recourse guaranty ― may be a “guaranty of payment” or a “guaranty of collection.”  28 

From the standpoint of the obligee, a guaranty of payment is distinctly preferable.  Under a guaranty of collection the 29 
obligee has a legal obligation to proceed, first, against primary obligor and is allowed to proceed against the guarantor 30 
only to the extent its claim remains unsatisfied after its proceedings against the primary obligor have been completed.  31 
By contrast, under a guaranty of payment the obligee, as it may elect, may proceed against the guarantor without having 32 
previously proceeded against the primary obligor, or it may proceed against both the primary obligor and guarantor 33 
simultaneously, or it may proceed against the primary obligor first as if the guaranty were one of collection and not of 34 
payment.  A guaranty that does not state on its face that it is a guaranty of payment and not of collection risks being held 35 
to be the latter if the guarantor raises the issue in defense of a claim against it when the obligee has not previously 36 
exhausted its remedies against the primary obligor. 37 
 38 
 Why Guaranties?  A lender may request a guaranty for one or more of a number of reasons:  the most common 39 
is that the lender has concern that the primary-obligor borrower may over time prove unable to service the debt by itself 40 
from its own cash flow, and/or that any collateral security for the loan, such as mortgaged real property and/or other 41 
assets, may liquidate for an amount less than that necessary to discharge in full the primary obligor’s debt.  In such a 42 
case the lender seeks additional assurance that it will be able to keep the loan alive, and/or call it and be paid out, by 43 
resort to the assets of a credit party (guarantor) financially stronger than the primary obligor.  In the case of loans to a 44 
presbytery’s member churches, and despite the credit standing, strong or weak, of the primary obligor on the date the 45 
loan is made, a lender may seek a presbytery guaranty simply as a hook to ensure the presbytery’s continuing interest in, 46 
i.e., that it will not just walk away from, its member church, and the church’s loan, if the loan should become a troubled 47 

                                                             
8 Some guaranties, reflecting overkill on the part of ambitious draftsmen, state expressly that they are primary and not 
merely secondary or contingent obligations of the guarantor.  Some such “primary obligation” guaranties also contain 
the usual language purporting to condition guarantor’s obligation upon primary obligor’s default, while others do not.  
Those that contain both types of language are internally inconsistent, as the guarantor’s obligation cannot be both 
primary and contingent or secondary.  In such a case there exists a good argument that guarantor’s obligations should be 
construed as only secondary to those of the primary obligor, and conditional upon its default.  By contrast, those 
purported “primary obligation” guaranties that do not also contain such conditional language may in law turn out to be 
what they say they are, i.e., primary and not just contingent or secondary obligations of the “guarantor” (in effect as if it 
had co-signed, and not merely guaranteed, a note).   
9 Such guaranties are sometimes (somewhat misleadingly) referred to as “non-recourse” because the obligee has no 
recourse thereunder to any assets of guarantor apart from the specific assets identified as the payment source. 



  

credit.  We have been advised, for example, that it is for this reason that PILP seeks presbytery guaranties in addition to 1 
real property mortgages, in all its member-church loan transactions, regardless of the credit quality of the primary-2 
obligor church (or, for that matter, of the presbytery), or the fair market value of the collateral, at the time the loan is 3 
made. 4 
 5 
 Form of Guaranties; Negotiation.  Guaranties are typically written by lenders’ counsel and are as one-sided 6 
(lender-oriented) as any commercial contracts in common use in today’s loan market.  They commonly employ 7 
purported waivers of the guarantor’s rights and other overreaching language intended to protect the lender and/or 8 
commensurately disadvantage the guarantor under a variety of circumstances that may arise during the life of the loan.  9 
While it is always appropriate to attempt to negotiate the contract’s more odious provisions, in the “middle market” loan 10 
market in which many of Presbytery’s member churches are likely to find themselves, lenders may present both the 11 
requirement for the guaranty, and the form of the guaranty itself, as non-negotiable, and have the negotiating leverage to 12 
make that stick.  In such a case, those reviewing the request for the guaranty may fairly conclude that it makes sense to 13 
pay greater attention to the question whether to recommend that Presbytery give the particular guaranty at all, than to 14 
attempts to refine or ameliorate its language.  That said, Presbytery should under no circumstances issue a guaranty 15 
containing a purported waiver (as distinct from an agreement to defer exercise) of its right of subrogation against a 16 
primary-obligor church, or other “off-market” provisions.  See item 7a under “Criteria” in the text above. 17 

18 



  

Annex B 1 
 2 

Required Documents 3 
 4 
Copies, in each case in duplicate, of: 5 
 6 

1. The lender’s loan commitment letter or outline of principal terms. 7 
2. The church’s “loan application” or similar documents as furnished to its lender. 8 
3. The proposed loan documentation (including the proposed form of guaranty). 9 
4. The church’s annual financial statements as at the end of and for each of the three years, and the fiscal 10 

quarter, then most recently completed. 11 
5. A budget for each of the then current and next succeeding fiscal years, and computations as to the ratio in 12 

6b under “Criteria” in the text above, each demonstrating in reasonable detail the church’s ability to 13 
service the principal of and interest on the proposed loan as they become due and payable. 14 

6. If the loan is to be secured by real estate, 15 
a. a recent appraisal, 16 
b. a current survey, and 17 
c. a current title commitment from a satisfactory title company, together with copies of all 18 

documents constituting exceptions to the commitment. 19 
7. To the extent not set forth above, all documents currently required by PILP in connection with its credit 20 

evaluation, including a completed copy of their application form, available at 21 
www.pcusa.org/pilp/loans2.htm, and all required attachments.10 22 

8. Any and all other documentation considered by the church to be material to evaluation of the request 23 
(particularly in terms of the “Criteria” specified in the text above, e.g., under Criterion 1, the lender’s 24 
reason for requesting the guaranty), or as may otherwise have been submitted to the lender, or be 25 
reasonably requested by the Committee. 26 

27 

                                                             
10  IMPORTANT:  Churches should note  that (A) PILP's loan application form is used solely to elicit information for 
PILP's credit review of the proposed loan on Presbytery's behalf and is NOT submitted to PILP with any understanding 
that it will consider underwriting the loan itself, and (B) portions of the application relating to actions by presbytery to 
provide assurances of various sorts to PILP are irrelevant unless the church is in fact seeking PILP financing in the first 
instance -- in which case Presbytery may consider, but makes no commitment as to, its compliance with any of the PILP 
"requirements" in order to facilitate the church's obtaining the loan.   



  

Annex C 1 
 2 

Required Provisions 3 
 4 

Ordinarily the loan or credit agreement, or mortgage, should include provisions of the following types: 5 
 6 

1. Written notice of default to be given to borrower and Presbytery, with some grace periods (e.g., 5 days for 7 
monetary defaults, and 15 to 30 days for non-monetary defaults) prior to lender being able to exercise 8 
remedies. 9 

2. Borrower and Presbytery right to cure curable defaults during grace periods. 10 
 11 
     Ordinarily the guaranty should include provisions of the following types: 12 
 13 

1. Copies of all notices to borrower, including written notice of default, to be sent to Presbytery. 14 
2. Right to cure for Presbytery after notice of default (e.g., 5 days for monetary defaults, and 15 to 30 days 15 

for non-monetary defaults). 16 
3. Guaranty is a “specific” not a “continuing” guaranty (i.e., it guarantees only the specific loan ― and 17 

possibly renewals (but not increases) ― but not all indebtedness of the particular church to the lender). 18 
4. No renewal, extension, modification, or increase of indebtedness without Presbytery written consent. 19 
5. Guaranty expires after some standard specified time, say, 5 years.  (This would cut down on the 20 

accumulated contingent debt of Presbytery and free up Presbytery’s “capacity” to issue additional 21 
guaranties for other churches over time.)  In the alternative, the guaranty has a “burn-off” or reducing 22 
feature. 23 

6. Guaranty is a “guaranty of collection” and not a “guaranty of payment” (i.e., it is not a primary guaranty, 24 
but is only secondary). 25 

7. Texas law and venue apply. 26 

 27 
28 



  

Annex D 1 
 2 

Prohibited Provisions 3 
 4 

Provisions in loan documentation that (either alone or in combination) would ordinarily result in denial of the requested 5 
guaranty include: 6 
 7 

1. “Demand loan” provisions. 8 
2. Provisions that lender’s “insecurity” constitutes a deemed default. 9 
3. Cross-default provisions. 10 
4. Cross-collateralization provisions. 11 
5. Uncapped floating interest rate provisions.11 12 
6. Provisions whereby the guarantor purports to waive its right to subrogation, i.e., to make a claim over 13 

against the primary obligor in respect of amounts guarantor has paid to the obligee in respect of primary 14 
obligor’s defaulted obligations (deferral of exercise of subrogation rights, typically until the obligee has 15 
been paid in full is commonplace and generally not objectionable; a full waiver of the right is not and 16 
should be rejected). 17 

7. Provisions whereby guarantor agrees not to commence (or join in commencing) insolvency or bankruptcy 18 
proceedings against primary-obligor church, or agrees to give over to lender the right to control of 19 
guarantor’s claim against primary obligor in any such proceedings, and/or the right to receive payment on 20 
it. 21 

8. Provisions purporting to allow modification (and, in particular, enlargement) of the primary obligation, 22 
and/or of guarantor’s liability in respect if it, without guarantor’s concurrent express written consent. 23 

9. Provisions containing waivers, other than customary waivers, of guarantor’s rights (counsel can readily 24 
advise what is customary). 25 

10. Provisions prohibiting payments by church to Presbytery. 26 
11. Provisions requiring Presbytery’s provision of financial statements to lender. 27 
12. Provisions requiring Presbytery to “monitor” loan on an ongoing basis, and/or notify lender of defaults. 28 
13. Provisions waiving right of trial by jury. 29 
14. Provisions requiring legal opinions. 30 

31 

                                                             
11 Lenders may be expected to fight to retain provisions of the sorts specified in items 3, 4 and 5. 



  

Annex E 1 
 2 

Church/Presbytery Agreement Provisions 3 
 4 

The agreement between Presbytery, as guarantor, and the church, as primary obligor, would contain provisions of the 5 
following types: 6 

1. Church indemnifies Presbytery for liabilities and expenses in connection with guaranty. 7 
2. Church required to send to Presbytery copies of any and default notices from the lender. 8 
3. Church agrees there will be no renewal, extension or loan modifications without prior written Presbytery 9 

consent. 10 
4. Acknowledgment that Presbytery’s attorney does not represent the church. 11 
5. Church agrees to pay or reimburse Presbytery legal fees. 12 
6. Such other provisions as Presbytery may reasonably require. 13 
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