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Introduction 

 

When a person is in debt, they feel embarrassed, isolated and lost. They are 

embarrassed about the decisions they have made which have lead them to such a 

difficult situation, isolated because they don’t know where to turn for help and lost 

because they don’t know of any solutions available to them. 

According to a study conducted by Debt Rescue, 70% of Australian’s surveyed said 

they had experienced financial stress at least once in their lives. The fact of the 

matter is, if you are in debt, you are certainly not alone and there are services and 

products available to help you out of your situation.  

This complete guide to Debt Relief in Australia will look at how Australian’s are falling 

into debt and the demographics most at risk. It will also show you how to avoid 

falling into debt and the options available to you to recover from different stages of 

debt. 

The aim of this guide is to put your mind at ease, to show that you are not alone and 

to point you in the right direction for help. 
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About Debt Rescue 

 

Debt Rescue is a company working to be known for changing the stigma associated 

with debt through bringing debt management into mainstream consciousness. 

We differentiate ourselves by: 

 Offering a range of holistic debt relief solutions to clients at all stages of debt. 

 Having developed systems and procedures tailored to efficiently provide 

positive solutions for clients in a caring, non-confronting, client focused 

environment. 

 Providing clients with easy to understand structured strategies on ways to 

eliminate or reduce debt as solutions to immediate financial problems. 

 Combining the extensive experience and knowledge of the Directors and key 

staff whose strengths in the different facets of the business help to facilitate a 

healthy growth strategy of the group. 

We don’t just offer you a quick-fix, one-size-fits-all solution and leave you to fend for 

yourself. We will get to know you and your personal situation to devise a long term 

plan that will give you the skills to get out of debt and stay debt free. 
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The Debt Situation 
 

Why Are Australian’s in Debt? 

Regardless of the shape of the economy, thousands of Australians are experiencing 

severe personal debt every year. This can be caused by many influencing factors. 

According to research conducted by the Australian Financial Security Authority 

(AFSA), 24,438 people entered into Personal Insolvency in the 2013-14 financial year. 

Of these, the majority (8418) blamed unemployment or loss of income for their debt. 

Excessive use of credit, relationship breakdown, ill health, legal action and gambling 

were also some common excuses given for falling into severe debt. 

 

Money Management skills aren’t taught in schools. They are something you need to 

develop on your own. As soon as you receive your first pay check you are expected 

to know what to do to with your money. Unfortunately, personal money 

management is a lot harder than it sounds.   

Causes of Financial Hardship 

Unemployment (loss of

Income)

Excessive Use of Credit

Relationship Breakdown

Ill Health

Adverse Legal Action

Gambling

Liabilities Due to

Guarantees

Not Stated

Other
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Who is most at risk? 

Debt doesn’t discriminate. It doesn’t matter if you earn $30,000 a year or $300,000 a 

year and it doesn’t matter if you are a business professional or stacking shelves. If 

you earn money and spend money, you are at risk of falling into bad debt. 

There is no one-size-fits-all solution to handling your income, and when you hit a 

bump in the road, such as losing your job, things can spiral out of control.   

How you can Avoid Falling into Debt 

If you are still keeping up with repayments but starting to feel the pinch, don’t worry. 

You may only need to tweak your spending habits to get your finances back in 

check. Here are a few tips you can try early on to avoid falling into financial 

hardship.  

1. Sort your money 

Keep a list of what debts are due, how much they will be and when you need to 

pay them. From this list you can figure out how much money you need to set aside 

to cover your debts each pay. For example, you might want to put aside $5 a week 

for 6 months so you can pay your car registration. Transfer this amount into a 

separate bank account from your everyday spending account and try not to draw 

on it unless it’s for your bills. 

2. Avoid unnecessary lines of credit 

Try to rely on your ability to save more than your ability to repay debt. Having too 

many credit cards or personal loans can become hard to manage and you are 

losing so much money on wasted interest. If you have several loans and cards 

already, you may want to consider consolidating them into one. 

3. Plan your spending in advance 

Splurging can be a huge problem in financial management. Think about your 

weekly purchases in advance and if you come across something you haven’t 

budgeted for, leave it a few days and plan to purchase it in the future. Better to wait 

rather than blow your budget and be left short for more important things, like bills. 
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Debt Relief Strategies 

Debt Consolidation 

As we go through life, we tend to accumulate certain debts. Common debts 

include credit card debt, personal loans, car loans and mortgages. Each of these 

loans has an individual interest rate, a separate set of fees and charges and a 

different policy and fee when it comes to late repayments.  

After a while you could find you are juggling 6-7 different repayments and paying 

interests and fees on each one. Consolidating your debts is when you take out a 

single loan and borrow enough to repay all your debts in full.  Then you are left with 

a single repayment, one interest rate and one set of fees. 

Debt consolidation is designed to reduce your repayments by reducing excessive 

interest across different lines of credit. It can also shorten the life of your debt and 

simplify your finances with a single, manageable repayment.   

This can have several advantages in your life.   

 The money you save through reduced interest can help pay off other secured 

debts  

 It can improve your cash flow in a difficult financial time.  

 Having a single repayment is much easier to keep up with so you are less likely 

to miss a repayment or fall into debt through late repayments. 

Debt Consolidation is great for people who have only just begun to feel the financial 

pinch. If you have fallen behind on your debt and have been missing repayments, 

there is a chance your credit file may have defaults or judgments listed which may 

make it difficult for you to apply for a Debt Consolidation Loan. 

You may be able to apply for a Debt Consolidation Loan through Positive Solutions 

Finance. Positive Solutions Finance specialises in finding loans for people with bad 

credit. It can draw on a large database of sub-prime lenders who believe in offering 

second chances.  
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Formal Debt Agreement (Part 9) 

A Debt Agreement is one of the most popular debt relief solutions in Australia with 

more than 10,000 Aussies entering a Debt Agreement last financial year. It is also one 

of the most effective.  

A Debt Agreement is a way for you to reduce your debt, freeze your interest and 

repay your debt in peace. It is a contract between you and your creditors outlining 

a new repayment arrangement which is better suited to your circumstances. It 

needs to be negotiated by a professional who will work with you to determine how 

much you can afford to pay. 

A Debt Agreement comes with many benefits: 

 Once it has been approved all recovery actin must cease – so no more 

harassing phone calls 

 Each agreement is negotiated differently, but most commonly, a Debt 

Agreement will reduce your overall debt so you are only paying a 

percentage of what you owe. 

 It will also freeze all the interest on the loan. 

 Entering into a Debt Agreement will save you from having to declare 

bankruptcy  

 The approval process is easy if you use a professional to negotiate the 

agreement. 

Debt Agreements form part of the Bankruptcy Act so entering into one is an act of 

bankruptcy. A Debt Agreements can have some negative implications on your 

credit file and your name will appear on the National Personal Insolvency Index for 

life. However because you are still attempting to repay your debts and honour your 

creditors, you can avoid the severe restrictions and obligations associated with 

bankruptcy.  
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Debtstroyer Agreement (Informal Debt Agreement)  

A Debtstroyer Agreement is much like a formal debt agreement in that it allows you 

to reduce your debt, freeze your interest and make your repayments in peace. The 

key difference is, unlike a formal debt agreement, a Debtstroyer Agreement won’t 

impact your credit file like bankruptcy would. 

The reason for this is because a Debtstroyer Agreement is negotiated privately with 

your creditors so your name won’t be listed on the NPII. Unlike a formal debt 

agreement, a Debtstroyer Agreement is not an act of bankruptcy and the 

agreement itself won’t be noted on your credit file. This makes Debtstroyer 

Agreements a great debt relief solution for people, such as real estate agents or 

some trades people, who can’t work or operate if they are bankrupt. 

Debtstroyer Agreements operate outside stringent criteria and guidelines of Debt 

Agreement restrictions. So if you are earning over the maximum income level or 

have too much debt for a formal debt agreement, you may be able to use an 

informal debt agreement to gain control of your finances. 

A Debtstroyer Agreement will work to improve your situation: 

 Negotiate a debt settlement or repayment plan for your debts 

 Reduce your debts, interest and repay your debt in peace 

 Debtstroyer Agreements won’t impact your credit file like bankruptcy would 

 You can include as many or as few debts as you require – secured debts too. 

 No limits on income, assets or amount of debt owing 

Because a Debtstroyer Agreement operates outside the government regulations it 

can be difficult to get all your creditors to agree to your proposal. You need to be 

experiencing genuine financial hardship for your case to be considered. Cases of 

genuine financial hardship include permanent loss of income, ongoing medical 

expenses, relationship breakdown or you may be approaching retirement with no 

means to repay your debt. 
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Bankruptcy 

Bankruptcy in Australia eliminates your commitment to repay your debts. Declaring 

bankruptcy is telling your creditors you do not have enough money, or value in 

assets, to repay the debt you owe and your current circumstance doesn’t look as 

though it will ever improve. 

Once you have declared bankruptcy in Australia, your Trustee will do the best they 

can to compensate your creditors for their loss by selling the assets you do own. 

However once the period of bankruptcy has ended you will have no debt to speak 

of and a solid foundation to try to rebuild your credit file. 

Once you have declared bankruptcy in Australia, the Australian Financial Security 

Authority (AFSA) will assign a Trustee to your case. Your Trustee will then asses your 

situation and your assets to determine what must be sold. Any valuable assets over a 

certain amount will be sold with the proceeds from the sale being divided among 

your creditors. Your Trustee will also take any income you earn over a certain 

amount and go through your history to ensure you haven’t passed off any assets. 

While you are bankrupt your travel to overseas destinations or borrowing capacity 

will be restricted. 

Bankruptcy is an intrusive and stressful debt relief solution and should only be 

considered as a last resort. The period of bankruptcy generally last for 3 years, 

however it will appear on your credit file for up to 7 years and can have long term 

consequences on borrowing money or applying for credit. At the end of your 

bankruptcy your debts will be eliminated and you will no longer have the obligation 

to repay the money you owed. 
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Where to turn for Help 
 

If you are struggling with your finances and don’t know what to do to get back on 

track, it’s time to pick up the phone and ask for help. The worst thing you can do 

when you are struggling with debts is nothing at all because the longer you leave 

your situation, the worse it will become and it can limit your options for debt relief. If 

you are experiencing debt, here is a 3 point plan to try and get it back under 

control: 

1. Call your creditors. 

They might be the last people you want to speak to right now, but believe it or not, 

many banks and financial institutions have plans and processes in place for people 

experiencing financial hardship. By simply explaining your situation to your creditors, 

you may be able to put a payment arrangement in place or temporarily freeze 

interest or fees until you find your feet. 

2. Talk to a Financial Counsellor 

If you feel like you are losing control of your money, a financial counsellor will be 

able to assist you with planning and money management. They can arm you with 

the skills and knowledge you need to tackle your debt while it is still manageable. 

You should be able to call 1800 007 007 from most places across Australia to reach a 

Financial Counsellor Hotline. You will be able to get free advice from qualified 

Financial Counsellors.  

3. Contact a Debt Management Company 

If your debts are in excess of $10,000 and you have no way of making the minimum 

repayment, you should seek the assistance of a debt management company, such 

as Debt Rescue. Unlike other debt management companies, Debt Rescue will listen 

to your situation and tailor-make a debt relief plan especially for you. In fact, Debt 

Rescue can help you with any of the Debt Relief Solutions found in this book. To 

speak to a professional, caring Aussie about your debt, call 1800 00 3328 or visit our 

website www.debtrescue.com.au for more information. 

http://www.debtrescue.com.au/

