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SUMMARY

The District of Columbia Court of Appeals held that a guarantor of a secured loan is a “debtor” under
Article 9 of the Uniform Commercial Code even when the guarantor does not own the collateral.
Because the creditor failed to provide the guarantor notice of the foreclosure sale, the creditor was

barred from recovering a deficiency judgment against her.
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QUESTIONS PRESENTED

1. Whether a guarantor of a secured loan who does not own the collateral is a debtor under Article 9 of the

Uniform Commercial Code.



2. Whether a creditor must provide that guarantor with reasonable notice of a foreclosure sale under D.C.
Code § 28:9-504(3).

3. Whether the creditor's failure to provide the required notice precludes recovery of a deficiency judgment

against the guarantor.

HOLDINGS

1. A guarantor who owes payment or other performance of a secured obligation is a debtor within the
meaning of D.C. Code § 28:9-105(1)(d), even if the guarantor does not own or have rights in the

collateral.

2. A secured creditor must send reasonable notification of the time and place of a public sale, or of the time
after which a private sale or other disposition will occur, to a guarantor who may be liable for the
deficiency.

3. Under the District of Columbia's absolute-preclusion rule, a secured creditor that fails to provide the
required notice of sale forfeits the right to recover a deficiency judgment; recovery is limited to the sale

proceeds.

KEY QUOTATIONS

““Debtor” means the person who owes payment or other performance of the obligation secured, whether or
not he owns or has rights in the collateral, and includes the seller of accounts or chattel paper.” (772 A.2d at
253-54)

“It is simply inequitable, therefore, to permit the secured party, who fixes the amount of the guarantor’s
liability in the first step of the collection effort by repossession and sale, to deny in the face of this economic
reality that the guarantor is in fact its debtor.” (772 A.2d at 255)

FACTUAL BACKGROUND

HEW Federal Credit Union loaned Steve M. Rhinehart $30,000 to purchase a Porsche and obtained a security
interest in the vehicle. Sharon Battle executed a separate guaranty requiring her to pay Rhinehart's loan
obligation if he defaulted, although she did not own the collateral. After Rhinehart defaulted and surrendered the
vehicle, HEW repossessed and sold it for $12,000 without giving Battle advance notice of the foreclosure sale,
then sued for a deficiency.

PROCEDURAL HISTORY

HEW loaned Steve M. Rhinehart $30,000 secured by a Porsche, and Battle separately guaranteed Rhinehart's
repayment obligation. After Rhinehart defaulted, surrendered the vehicle, and HEW sold it without giving Battle
notice of the sale, HEW sued Rhinehart and Battle for the deficiency. The Superior Court entered a default
judgment against Rhinehart and granted Battle summary judgment because she had not received the notice
required by D.C. Code § 28:9-504(3). The Court of Appeals affirmed.

DISPOSITION



affirmed
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