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An article published in the ABC News on Wednesday 4 

August 2021 draws on the experiences of financial 

counsellors to highlight the avenues available for     

people struggling with debt. Such avenues include 

seeking flexible repayment arrangements from        

creditors, or making a complaint to the Australian     

Financial Complaints Authority if they find themselves 

harassed by debt collectors in breach of the relevant 

laws and guidelines.  

 

But the article also cites research carried out at        

Melbourne Law School to provide insights into the     

experience of financial hardship for Australians at     

different levels of income. This research was carried out 

between 2014 and 2018, and involved an online survey 

of 1,100 Australians who had recently found themselves 

unable to pay a very broad range of debts — including 

mortgage repayments, credit card bills, utility bills and 

council rates. While some of the survey respondents 

had only recently begun having trouble meeting their 

repayments, for others this was a long-term or even 

chronic experience, with 27.4% saying their debt     

problems began “more than five years ago”. 

 

Financial hardship can happen to almost anyone 

 

The survey showed that in the context of increasing 

economic insecurity and rising living costs, financial 

hardship can happen to almost anyone given the right 

set of triggering circumstances in their lives.  

 

For example, 26.9% of the survey respondents had    

experienced physical health problems in the year    

before their debt problems began, while 22.2% had 

mental health problems, including anxiety and         

depression. Large proportions had also been dealing 

with some of unemployment or underemployment,          

including losing their job, not getting enough shifts at 

work, or having variable work hours.  

 

A substantial proportion of the survey respondents     

appeared to be “middle class”, in that they were     

tertiary-educated homeowners with incomes above 

the Australian median personal income at the time the 

survey was conducted ($34,424 per annum according 

to the 2016 Census).  

 

However, this survey also showed that Australians who 

are already in a position of socio-economic                 

disadvantage – particularly people living on social     

security incomes paid by Centrelink, and people living 

in rural or regional areas – experience debt problems at 

higher rates. This finding is especially concerning as, 

until recently, people receiving the JobSeeker          

Payment, the Youth Allowance and other forms of    

income support from Centrelink were excluded from 

Evgenia Bourova, Ian Ramsay and Paul Ali  

Melbourne Law School, Melbourne University 
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In comparison to respondents whose      

incomes came from wages paid by an    

employer, far larger proportions of          

respondents on Centrelink incomes         

experienced mental or physical health 

problems, and had trouble staying in-

volved in their community and maintaining 

relationships with family and friends 

Particularly in the midst of the COVID-19     

pandemic, financial hardship assistance is 

more relevant than ever  

the COVID-19 Disaster Payment scheme introduced by 

the Morrison government soon after the phasing out of 

JobKeeper (see graph on next page).  

 

Few Australians are making use of the legal protections 

for people struggling with debt  

 

Legal protections have long been in place to allow     

Australians in financial hardship to negotiate payment 

plans and other arrangements with banks, utility         

companies and other creditors. Consumers who are   

unable to pay energy or water bills may also be eligible 

for additional assistance through “hardship programs” 

maintained by utility companies. These protections seek 

to allow consumers to reduce their debt and thus avoid 

consequences such as enforcement action, disconnec-

tion from their energy service, and bankruptcy.  

 

Yet this survey suggests that only a minority of people in 

financial hardship are making use of these protections 

by applying for a hardship “variation” or another form of 

assistance. Few are seeking the assistance of financial 

counsellors when they find themselves falling behind 

with repayments — a situation that is not assisted by 

lengthy waiting lists for these services. Instead, debtors 

at all levels of income tend to get by financially by    

taking measures to reduce their expenditure – for some, 

to the point of foregoing essential living needs.  

 

Financial hardship has negative impacts across many 

areas of life 

 

The survey highlights the urgency of broadening the 

range of assistance for Centrelink recipients and other 

low-income earners by highlighting the negative        

impacts of financial hardship on people and their        

families (see graph on next page).  

 

More than half of the survey respondents (50.8%) had 

trouble paying for basics (for example, food, utility bills 

and petrol) after their debt problems began. Thirty six per 

cent said they developed or experienced a worsening 

of mental health problems (including anxiety and        

depression) after their debt problems began, while 27.5% 

had physical health problems, and 21.6% had trouble 

maintaining relationships with family and friends.  

http://www.fcan.com.au
https://www.abc.net.au/news/2021-08-04/service-helps-people-struggling-with-debt/100340304
https://www.accc.gov.au/publications/debt-collection-guideline-for-collectors-creditors
https://www.accc.gov.au/publications/debt-collection-guideline-for-collectors-creditors
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3275131
https://theconversation.com/what-1-100-australians-told-us-about-the-experience-of-living-with-debt-they-cant-repay-105296
https://www.abc.net.au/news/2021-07-28/covid19-disaster-payment-increased-700-week/100326848
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2875555
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These impacts suggest that people’s preferred strategies 

for coping with debt problems — which focus on cutting 

down on living necessities, including medical care — 

may not be effective in preventing the long-term harms 

caused by financial hardship.  

 

The survey showed that for consumers on Centrelink   

incomes, financial hardship has particularly serious     

consequences. By comparison to respondents whose 

incomes came from wages paid by an employer, far 

larger proportions of respondents on Centrelink incomes 

experienced mental or physical health problems, and 

had trouble staying involved in their community and 

maintaining relationships with family and friends.  

 

On the basis of these findings, the researchers made  

recommendations for policy changes, including an   

increase to the benefit rate for recipients of the 

JobSeeker Payment and the Youth Allowance. They also 

call for additional funding for organisations providing 

financial counselling services to consumers in financial 

hardship.  

 

 

0 5 10 15 20 25 30 35 40

Unforeseen expenses (e.g., car repairs, appliances…

Relying on a Centrelink income

Unexpectedly high electricity, gas or water costs

Physical health problems

Mental health problems (including anxiety and…

Not doing enough paid work, or working variable…

Unemployment (6 months or more)

Unexpectedly high phone or internet costs

Unemployment (less than 6 months)

Separation or divorce

Experiences in the 12 months before debt problems began 
(%)

0

10

20

30

40

50

60

70

Staying
involved in my

community

Borrowing
from a

mainstream
lender

Maintaining
relationships
with family
and friends

Physical health
problems

Paying for
insurance

Mental health
problems

Paying for
recreation

(e.g., movie
tickets, going

out)

Paying for
basics (food,
utility bills)

Aspects of life that were negatively impacted by respondents' 
debt problems

Wage earners Centrelink recipients All respondents

C’t’d page 9 

file:///C:/Users/jamap/Downloads/These%20impacts%20suggesting%20that%20their%20preferred%20strategies%20for%20coping%20with%20debt%20problems%20may%20not%20be%20effective


 

Sharkwatch The Financial Counselling Journal                                                                  www.fcan.com.au  

- 6 -  

Family Law in Australia 
 

Australian family law is different to other countries.  Many 

people have misconceptions about the Australian family 

law system, which is constantly evolving.  This article    

provides a general overview of the main areas of family 

law, other than child support, that financial counsellors 

will find useful in assisting clients affected by relationship 

breakdown. 
 

No-fault divorce 
 

The Family Law Act 1975 (Cth) introduced a new        

concept called “no-fault divorce”.  This principle means 

that the Family Court is not a moral policeman.  The 

Court is not interested in who cheated on whom, but 

only in whether there has been an irretrievable        

breakdown of the marriage, and how to sort out the 

mess that resulted. Couples who didn’t marry but had a 

marriage-like relationship (de facto) have similar family 

law rights to married couples, and so do LGBTIQA+    

couples, whether they are married or de facto.   
 

Federal Circuit and Family Court of Australia  
 

Why have 2 courts when you can have 1 with an extra-

long name?  The Federal Circuit Court and Family Court 

of Australia (the Court) merged this year and acquired a 

name that suggests a bureaucratic jungle.  The Court is 

unloved, underfunded, inefficient and sensitive to      

criticism.  The Productivity Commission said that: 

“Litigation has been compared to warfare,      

restricted only by the rules of the legal game. The 

adversarial behaviour of parties can hinder the 

resolution of disputes or even exacerbate them. 

Counterproductive behaviour can include: 

• a lack of cooperation and disclosure, particularly at 

early stages of proceedings; 

• the use of procedural tactics, including to delay   

proceedings, where it is perceived to be in a litigant’s 

interest; 

• incurring unnecessary or disproportionate legal and 

other costs.”1 
 

The Court can be very slow to make a decision. One 

extreme example of delay involved a judge’s 7 year 

delay in reaching a child-custody decision, which was 

then overturned on appeal, because of errors2. 
 

The Court charges fees of some hundreds of dollars for 

filing applications and responses, as well as some other 

functions, although these can be reduced or waived for 

The Law Matters

Richard Brading                            

Solicitor 

Family Law Basics

people on some government benefits or in financial 

hardship.  All this means that parties should make every 

effort to participate fully in negotiations to resolve their 

issues relating to children and property outside the Court 

system. 
 

Family Violence 
 

Family violence is a common factor in relationship break-

down and family law disputes.  There are now a wide 

range of supports for victims of family violence, from local 

police taking out Apprehended Domestic Violence Or-

ders to specialist Family Advocacy and Support Services. 
 

Many victims of family violence struggle with feelings of 

shame and self-blame and may prefer to initially disclose 

their experiences to a trusted financial counsellor instead 

of an unknown person at the other end of a helpline.  It is 

important that all financial counsellors are equipped to 

respond appropriately to those disclosures and be aware 

of available victim support services. 
 

The Court requires parties to disclose information about 

family violence in proceedings involving children and 

can make a range of orders to protect children and 

adults from family violence. Legal Aid gives priority to 

supporting victims of family violence and there are a 

number of other support services that may be able to 

assist. 
 

Divorce 
 

Getting a divorce is essentially an administrative process. 

The applicant simply needs to prove “irretrievable break-

down of marriage” which means: 

• living separately for at least 12 months; 

• no reasonable chance of getting back together; 

• either husband or wife believed marriage ended at 

time of separation and told the other; 

• Australian citizen, or permanent home and lived here 

for a year. 
 

There is a filing fee of $940 for divorce applications.  Peo-

ple on Centrelink or in financial hardship only pay $310. 
 

It is possible to live separately “under the one roof” if the 

husband and wife are in the same home but living      

separate lives (i.e. not sleeping together, doing their own 

cooking, washing and socializing).   
 

Applying for a divorce is simple and involves completing 

and filing forms and arranging personal service.  Clients 

http://www.fcan.com.au
http://classic.austlii.edu.au/au/legis/cth/consol_act/fla1975114/
https://www.fcfcoa.gov.au/
https://www.fcfcoa.gov.au/
https://www.fcfcoa.gov.au/
https://www.pc.gov.au/inquiries/completed/access-justice/report
https://www.police.nsw.gov.au/crime/domestic_and_family_violence/apprehended_violence_orders_avo
https://www.police.nsw.gov.au/crime/domestic_and_family_violence/apprehended_violence_orders_avo
https://familyviolencelaw.gov.au/fass/
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requiring the child to be returned.  Clients who want to 

stop the other parent of their child taking their child to 

live a long distance away, either within Australia or over-

seas should act quickly.  The Court can make an order 

putting the child on a Family Law Watchlist If there is a 

possibility that the other parent may attempt to take the 

child out of Australia. Legal Aid may be available to   

obtain these orders.   
 

Financial Agreements 
 

The law allows couples to make a legally binding       

Financial Agreement setting out the terms of division of 

property in the event of relationship breakdown.  A   

Financial Agreement can be made before co-

habitation, during the relationship or after separation. 
 

Certain formalities are necessary for a Financial      

Agreement to be legally binding.  The main requirement 

is that each party retain their own lawyer to prepare the 

document, and for both lawyers to attach a certificate 

of independent advice to the Financial Agreement.  The 

Financial Agreement does not need to be approved or 

registered by the Court, so there is no requirement that it 

be fair. Lawyers will charge some thousands of dollars to         

prepare and advise on a Financial Agreement and    

legal aid is not available. 
 

A Financial Agreement can be set aside where: 

• there is fraud; or 

• it was made under duress, mistake, or undue          

influence; or 

• it is impractical for it to be carried out; or 

• there has been a material change in the care of a 

child leading to hardship if the financial agreement 

remains; 

• a party engaged in unconscionable conduct when 

making it; or 

• a trustee in bankruptcy claims property that was 

transferred. 
 

Property Settlement 
 

It is not necessary for a couple to have a legal property 

settlement after separation.  When couples have few 

assets, the cost and paperwork involved in the formal 

Family Law process can be prohibitive.  Some people 

make their own informal agreement dividing property, 

while others may simply grab what they can before 

leaving.   

The Law Matters 

Family Law Basics 

can download a ‘How to apply for a Divorce’ flowchart 

and other forms from the Court website and apply online. 
 

Divorce does not change a person’s name.  To change a 

name, an application has to be made to the NSW Registry 

of Births, Deaths and Marriages.  The cost is about $200. 
 

It is not necessary to get a divorce before seeking orders 

from the Family Court relating to property maintenance or 

children.  Married but separated people can apply for 

final orders about property and children without ever   

having to legally divorce. 
 

Children 
 

Parents are expected to try to negotiate an agreement 

about their children through Family Dispute Resolution 

(FDR) before commencing court proceedings.  If they 

can’t reach an agreement through FDR, then the FDR 

practitioner will give them a section 60I Genuine Steps 

Certificate, which is necessary to file a Court application. 

The FDR process can be bypassed if there is a history or a 

high risk of family violence or child abuse or if the matter is 

urgent (e.g. child abduction cases). 
 

Agencies that provide free or low-cost family dispute    

resolution include Family Relationship Centres, Legal Aid, 

Relationships Australia, Centacare and Unifam.   
 

Parents have responsibilities and children have rights.  

There is no law that says parents are entitled to equal time 

with their child.  Shared parenting arrangements where a 

child spends equal time in each parent’s household     

generally only work when both parents are fully co-

operative.  In many cases, an independent children’s   

lawyer is appointed to advise the judge on what the 

child’s wishes are and what is likely to be the best result for 

the child.  The cost of the children’s lawyer is split between 

the parents. 
 

Family violence is a major consideration for the Court, 

which has arrangements for the protection of children 

and former partners.  If there is evidence that a child 

won’t be safe with a parent, the Court may decide that 

the parent should have less time or no time with the child.  

Children’s contact services provide a safe venue for 

handover of children and enable a parent to have time 

with their child under supervision.  Reduced fees are   

available for people on low incomes; however there are 

waiting lists. 
 

The Court can make orders preventing one parent taking 

a child to live a long distance from the other parent or 

https://www.lawaccess.nsw.gov.au/Pages/representing/Divorce/Applying%20for%20a%20divorce/Applying-for-a-Divorce-Order---step-by-step-guide.aspx
https://www.nsw.gov.au/births-deaths-marriages
https://www.nsw.gov.au/births-deaths-marriages
https://www.ag.gov.au/families-and-marriage/families/family-dispute-resolution
https://www.familyrelationships.gov.au/talk-someone/centres
https://www.legalaid.nsw.gov.au/
https://relationships.org.au/
https://www.centacare.org.au/
https://www.healthdirect.gov.au/australian-health-services/20151568/unifam-counselling-and-mediation-service-sydney---elizabeth-street/services/sydney-2000-130-elizabeth-street
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a credit to the non-gambler if there is evidence of the 

extent of gambling expenditure. 
 

Superannuation 
 

The Court can order superannuation fund trustees to 

change the entitlement to superannuation.              

Superannuation can also be split by a financial    

agreement or consent orders.  This can be an          

important consideration when one party has a lot of 

superannuation and the other party has only a small 

amount.  It is also important to remember that super-

annuation is usually a protected asset in bankruptcy. 
 

Legal Aid 
 

Legal Aid may be available for some Family Court 

matters concerning children, especially where family 

violence is involved.  Some private lawyers do legal 

aid work and will complete and submit the              

application for the client.  Information about bank 

accounts and income will be required.  You can get 

LawAccess to post out a legal aid application form 

(1300 888 529) or file it online at the Legal Aid website. 

An independent children's lawyer ordered by the 

Court may be covered by Legal Aid where the parties 

cannot afford to pay for the lawyer. Legal Aid may 

also be available in limited circumstances for a family 

law property dispute over the parties home or super-

annuation benefits if the estimated equity in the home 

or superannuation is more than $20,000, and it is likely 

that the applicant will be able to retain the home.  
 

If Legal Aid is not available, then the client may have 

to choose between retaining a private lawyer or    

running their own case.   
 

Private lawyers and costs 
 

If the client can afford a family lawyer, they should 

choose one who has sufficient expertise in family law.  

Most family lawyers charge by time, so the client will 

save money by doing as much of the preparatory 

work as they can, such as gathering documents and 

writing out statements. Lawyers’ costs for disputes in-

volving property or children are typically in the range 

of $10,000-$100,000.  The lawyer will provide the client 

with a costs agreement that sets out the method of 

billing and a guesstimate of the likely total costs.  The 

lawyer will usually send the client regular itemised bills 

that must be paid if the lawyer is to continue working 

for the client. 
 

The lawyer has a lien over the client’s family law file.  If 

the client changes lawyers or fails to pay the lawyer, 

the lawyer may not have to release the file until the 

client pays the lawyer’s bill. If the client feels they have 

been overcharged, they have 12 months after receiv-

ing the bill to apply for a costs assessment.  The client 

usually has to pay for the costs assessment; however, if 

the costs assessor reduces the bill by more than 15%, 

then the lawyer has to pay for the costs assessment.   
 

Self-represented litigants 
 

The high cost of private legal representation forces 

many people to represent themselves in family law 

disputes. However, the Court rules and processes were 

designed by lawyers for parties with legal representa-

tion. Issues relating to self-represented litigants include: 

When a person has to leave suddenly because of family 

violence, the police may be able to assist them to enter 

the property safely and retrieve their property. The Local 

Court has power to order the return of property or      

payment of money up to a limit of $100,000.  This may be 

helpful for someone who was in a short relationship who 

does not want to go the Federal Circuit and Family 

Court of Australia.  
 

Federal Circuit and Family Court of Australia property 

orders 
 

An application for property settlement may be made 

immediately after a couple separate. There is no need 

to get divorced first, but there is a time limit of 1 year af-

ter a married couple’s divorce becomes final, or 2 years 

after a de facto couple separate. After that, permission 

from the court must be obtained to commence an    

application for property settlement. To obtain permission 

the client will have to explain the delay and what hard-

ship will be suffered if a property order is not made. 
 

Property dispute resolution  
 

The parties are normally required to make a genuine 

effort to settle their property issues before filing a Court 

application.  This means providing detailed disclosure to 

the other party of their financial position, exploring      

options for settlement by correspondence, and           

attending a dispute resolution service. If agreement is 

reached, consent orders can be made by lodging an 

application for consent orders with the Federal Circuit 

and Family Court or the Local Court. It is helpful for each 

party to get a lawyer to provide independent legal    

advice and draw up the consent orders in proper legal 

form.  A Court registrar checks whether the consent    

orders appear to be a fair settlement of the property 

before the consent orders are made. If the parties can’t 

agree on a property settlement, then they will get a s.60I 

Genuine Steps Certificate from the dispute resolution 

service which they file with their Court application. 
 

Who gets what ? 
 

The Court will follow a 4-step process in dividing the 

property: 

• Identifying each major item of property of the parties, 

and its value at the hearing date; 

• Examining the financial and other contributions 

made by each party to the acquisition and improve-

ment of assets; 

• Considering the parties’ future needs, including    

earning capacity, care of children and other         

financial resources; 

• Deciding a just and equitable division of the property. 
 

In the event that one of the parties to the Court          

proceedings becomes bankrupt, the person’s trustee in 

bankruptcy can apply to become a party in the       

property proceedings.  This can complicate the Court 

proceedings as the Court may need to weigh up the 

respective claims of the spouse against the creditors. 

There is no legal principle that the starting point for     

dividing assets is 50-50, and the Court’s decisions can be 

quite complicated. 
 

Gambling may be considered by the court as a        

negative contribution, but the court will usually only give 

http://www.fcan.com.au
https://www.lawaccess.nsw.gov.au/Pages/representing/Divorce/Applying%20for%20a%20divorce/Applying-for-a-Divorce-Order---step-by-step-guide.aspx
https://www.legalaid.nsw.gov.au/
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the Supreme Court of Victoria in 2016. 

Continued from Page 5 
 

Another issue that needs to be addressed, particularly 

amidst the current lockdowns in New South Wales and 

other parts of Australia, is the provision of relief for tenants 

who find themselves unable to make rent payments on 

time as a result of the pandemic. In New South Wales, a 

freeze on evictions for eligible residential tenants         

impacted by COVID-19 was in place from 14 July until 11 

September 2021. However, if the tenant has fallen into 

arrears after this date, the landlord may be able to   

commence action to terminate the tenancy agreement.  
 

For more information about this research 
 

This survey was carried out by Evgenia Bourova 

(Research Fellow), Professor Ian Ramsay and Associate 

Professor Paul Ali as part of their work on the Financial 

Hardship Project. This was a research project funded by 

a Discovery grant from the Australian Research Council. 

Work on the project was completed in June 2018. 
 

In addition to a survey of Australians who had              

experienced financial hardship, the researchers also    

carried out a survey of financial counsellors around     

Australia, as well as focus group interviews with financial 

counsellors, consumer solicitors and case workers        

employed by and associated with organisations          

including Consumer Action Law Centre, Good Shepherd 

Australia New Zealand and Financial Counselling Austral-

ia, as well as Diversitat, Lentara UnitingCare, South East 

Community Links and WIRE Women’s Information.  
 

For a full list of the publications from the project on topics 

including debt and economic abuse, and debt prob-

lems among recent migrants from a non-English-

speaking background, please refer to the project web 

page or see the list and links below. For more information 

on any aspect of this research, please contact Evgenia 

Bourova. 

 

 

 

Publications linked to this important project  

 

E Bourova, I Ramsay and P Ali, 'Debt Can Be a Powerful 

Tool for Control over Women', The Power to Persuade. 3 

April 2020 (online). 

• the need for information about court procedures and 

court etiquette; 

• lack of understanding of legal principles;   

• difficulties in completion of forms and preparation of 

documents; 

• registry staff dealing with angry and frustrated       

people. 
 

Judges struggle to redress the power imbalance          

between the parties when only one side has legal      

representation while avoiding giving an unfair              

advantage to the self-represented litigant. 
 

The Court has inadequate resources to ensure that all 

parties comply with its orders.  When the other party fails 

to comply with a Court order, it is often necessary to  

apply to the Court for further orders to enforce the     

original order.   
 

Resources 
 

Family Advocacy and Support Service  

Family Relationship Advice (Ph:1800 050 321).    

Federal Circuit and Family Court of Australia 

LawAccess NSW (Ph: 1300 888 529) 

Legal Aid NSW (Ph: 9219 6300) 

Legal Aid Family Violence Unit: Ph: 1800 551 589 

Mensline: Ph: 1300 78 99 78 
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Gemma Garrash 

Bankruptcy Team Leader, Shaw Gidley  

Your clients may ask what forces a person into          

bankruptcy in the first place. It is worthwhile pointing out 

to your client not only are people forced into           

bankruptcy by aggrieved creditors, but others opt to 

enter bankruptcy voluntarily. Bankruptcy is first and    

foremost designed to protect individuals from signifi-

cant financial duress and ultimately gives your client a 

fresh start without the financial hardship. Recognising 

and acting on the signs early allows your client to start 

the process before the matters get out of control.  

 

The common causes of bankruptcy, in statistical order, 

are as follows:  

 

Excessive use of credit 

 

Defaults on credit cards and other forms of personal 

finance facilities are the major cause of bankruptcy in 

Australia. Personal short-term finance is often easy to 

get and attractive to consumers as there is the promise 

of satisfying an individual’s wants immediately, whether 

it is a new car or a designer handbag. This often leads 

to people living beyond their means financially.        

Unfortunately, easy finance is often very expensive 

adding to likelihood of consumer default.  Individuals 

then erroneously seek out loans from family and friends, 

draw upon savings, sell the assets they purchased with 

the finance, gamble, etc. but this is simply robbing Pe-

ter to pay Paul and bankruptcy becomes inevitable, 

often leaving further financial wreckage along the way.   

 

Unemployment or a reduction in income 

 

As you would expect, unemployment or a reduction in 

income is the second most prevalent reason individuals 

enter bankruptcy. I expect both unemployment and 

reduced income will become quite a common reason 

for individuals visiting financial counsellors once the true 

impact of COVID-19 lockdowns filters through our   

economy. Unfortunately, most people earn a basic 

wage and live hand to mouth, using income for        

essentials. Any interruption to their income can become 

financially catastrophic in quite a short period of time.  

Most people don’t have emergency savings or funds 

set aside of sufficient quantum to cope with extended 

periods of unemployment or reduced income. In fact, it 

may lead to those people accessing easy to get forms 

of expensive personal finance, sending the individual 

into a spiral of financial distress. The only way to stop 

spiralling out of control is to go bankrupt.  

 

Domestic discord or relationship breakdown 

 

Whilst not the main cause of bankruptcy, domestic  

discord and relationship breakdowns are probably the 

most complex and damaging causes of financial      

despair and often the burden is the heaviest with the 

 

If you have any questions in relation to this article, 

please contact Gemma Garrash by telephone on (02) 

4908 4444 or by email at: ggarrash@shawgidley.com.au. 

female in the relationship. Bankruptcy often adds salt to 

very deep wounds and tends to be the straw that 

breaks the camels back. Whilst it may seem counter-

intuitive, I believe in these circumstances, if it’s possible 

to get your clients to give thought to their financial    

position, and bankruptcy is looking inevitable, to        

consider entering bankruptcy earlier. This may help   

eliminate financial distress from the equation and    

hopefully free up what little tolerance and sanity       

remains to deal with more important issues emanating 

from the domestic discord and relationship breakdown.  

 

Ill health 

 

Rare or serious sickness and injuries can easily result in 

hundreds of thousands of dollars in medical bills and loss 

of income. Very few people have sufficient insurances 

and financial reserves to see out the dramatic financial 

impact ill health can have on an individual, particularly 

if that individual is the main bread winner in the family. 

Bills mount quickly, wiping out savings, superannuation 

accounts and home equity. Bankruptcy often becomes 

inevitable once all alternatives have been exhausted.  

 

Economic conditions 

 

Poor economic conditions cause financial distress for 

businesses and for individuals, so is a double whammy 

when it comes to bankruptcy causes. It is worth noting 

that economic conditions have been the most        

common business-related cause of bankruptcy every 

single year since the 2007-08 financial year.  

 

Economic booms are often followed by economic    

recessions. Further, most business proprietors tend to be 

risk seekers and entrepreneurial, that is why they are in 

business. During business booms these characteristics 

lead to risk taking and expansion as opportunities arise, 

often funded by finance backed by personal            

guarantees. It may be surprising to readers, but not too 

many small businesses keep aside cash reserves for a 

rainy day. When a business downturn hits, income      

declines and small businesses find themselves over 

geared, without access to capital, unable to service 

current finance commitments, and in breach of         

covenants.  If the business fails, bankruptcy is not far 

away for those who lose jobs and for business owners 

who guaranteed business debts. 

 

Personally, I believe bankruptcy should be viewed as a 

solution to personal financial distress and a means to 

normalise the individuals life (and often improve cash 

flow) by eliminating the turmoil that financial pressure 

causes. 

Most common causes of bankruptcy 

http://www.fcan.com.au
mailto:ggarrash@shawgidley.com.au
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Although we understand the attempt of the Govern-

ment to control or eliminate the spread of Covid-19 

and its variants is the constant, revolving lockdowns are 

having a large detrimental effect on individual lives. 

From a personal perspective and from anecdotal    

evidence gathered from colleagues, we are seeing an 

escalation in financial, emotional, psychological and 

relationship difficulties. Financial distress is on the rise. 

The most vulnerable are the most affected, but we 

have those who are new to the experience of financial 

hardship as well. Rent arrears are on the rise as are 

mortgage arrears.  
 

Small business owners: Some who were affected in 

2020 were desperately attempting to catch up on 

debts that had been put on hold when along came 

yet another lockdown. Now, these folk are scrambling 

just to keep their heads above ‘water’. Payment of 

debts again put on hold, unable to pay rent for their 

business premises, and/or having to make the difficult 

decisions such as ‘Do I pay rent for my ‘shop’ or do I 

put food on the table for my family, pay the electricity 

bill or the water bill’. Often it is almost impossible for 

clients to decide toward which of their debts they can 

make a payment. 
 

There are clients who earned their living by having a 

small business. English being their second language 

was not too much of an issue - now the business has 

been lost, they have no work and have no capacity to 

pay their debts! Being in their 60’s finding alternative 

work is almost impossible. 
 

There are clients who had a high level of debt before 

Covid-19 existed, but with both parents working were 

able to manage even though it was a struggle. Covid-

19 lockdown 2020 shut down the beauty consultancy 

of the mother, and the father struggled to maintain his 

employment which he eventually lost. Government 

payments did not near cover the cost of living for this     

particular family. Come 2021 the consultancy is up and 

running again – and helping to cover cost of daily    

living. Many debts on moratoriums or reduced pay-

ment plans. Stress levels of both parents are sky high 

and rising. Along comes the 2021 lockdown. No       

income – Centrelink payments do not even cover rent 

and so we have rent arrears and an eviction notice.  
 

Car Loans: We need the family car! Do I pay for my car 

loan? Do I cut back on food for the family to do so?  

Sometimes the creditor for a car loan simply will not 

extend a hold on payments because the arrears are 

just too big. The client has not yet caught up the      

arrears from 2020, now they can’t maintain current 

payments much less extra for last years arrears. Yet 

they are desperate to keep their car. 
 

As a financial counsellor I have ‘begged’ the creditor 

for extensions on moratoriums, but often the answer is 

no – simply because the creditor has already provided 

Around the Traps 

several extensions and the debt is pretty much out of 

control.  
 

Single parents: Many single parents working part time to 

supplement Centrelink income. Now unemployed and 

struggling to make ‘ends meet’. They find it difficult to 

access services which may be closed. Emotional       

distress, coping with home schooling, loss of support 

worker networks. The potential for psychological     

damage is high, especially with no end to the lockdown 

in sight. 
 

Some parents struggle with decisions between having 

groceries delivered or to take the kids shopping which 

potentially leads to extra costs. Sometimes the parent 

feels it is worth the extra cost, just to get the kids out of 

the ‘house’ for a short while. 
 

The elderly: Apart from the many who have become 

afraid to leave their home, there are those who may 

have a loved one in a nursing home or in respite care. 

Debts may be joint debts or in the partner’s name.    

Potentially those debts could be waived – but there are 

all sorts of blocks in the way of obtaining an authority 

from the partner in the nursing home especially when 

he/she has signs of dementia. Nursing staff refuse to ask 

for the signature on an authority and the other partner 

or the FC is unable to visit, and a lawyer is unable to do 

so either by phone or zoom. How does the burden of 

that debt get resolved when every avenue is blocked? 
 

Casual workers: The casual hours for workers in many 

industries/professions have been reduced or cut         

altogether so they are facing various financial            

difficulties. In one case the client was sending money 

overseas to help the family pay for oxygen for her   

mother who had a Covid-19 infection. 
 

For those who are experiencing financial difficulties for 

the first time during the current lockdowns, financial 

counsellors are able to negotiate with creditors who are 

willing to help with moratoriums and/or reduced       

payment plans often to the end of the year.  
 

For those who might have been already experiencing 

difficulties and need to find work the problem is just that 

bit more complex as finding work during lockdown is not 

easy. 
 

There has been a very big increase in the number of 

people needing Emergency assistance (EAPA and/or 

food vouchers). Many have never before needed this 

kind of assistance. 
 

Finding a job is challenging at the very least, especially 

for those over 50 but under retirement age. Some have 

submitted 100’s of job applications with no success. 
 

We are living through a tough time and look forward to 

a time when things will be better.  

 

Gabrielle Locke, Anglicare Bankstown 
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Tell me a little about your background  

I grew up in a low to middle class spiritual family in Fiji 

and after graduating from the University of South    

Pacific, high school teaching was my first role. After 

managing mega chemical production facilities 

around the world and Australia, I switched to the    

finance, insurance and banking industries, and       

managed my own business.   

What drew you into Financial Counselling?  

Initially I applied for a financial counsellor position to 

relocate and experience outback Northern Territory. I 

then joined Moneycare in Sydney and this work, 

alongside a dedicated family, beautiful wife and 4 

children who devote their time in charity and         

community work, means a lot. Coming into this industry 

resonates and fits well with my spirituality, values and 

beliefs. Now looking back at the past 11 years as a 

financial counsellor, I can safely say that this was 

meant to happen. Every day in this role is a reward.   

What are some of the specific challenges you face in 

your role?  

Providing hope and glory to people’s lives is rewarding 

and aspiring. The outcomes, individual success stories 

and impact of our role on the community play a 

greater part when reflecting upon the challenges. The 

challenges include working alongside vulnerable    

people, especially undiagnosed mental health issues, 

managing people’s expectations of the financial 

counsellor role. We also face funding uncertainties, 

creditor requirements and changes, and dilemmas 

around transitioning to reliance on technology and 

the virtual amongst people who are perhaps not IT 

savvy.     

Making everyone happy is difficult and you need to 

be intuitive and dedicated.   

If you could pass one law in Australia, what would it be 

(and why)? 

Two laws – firstly increase the minimum income for       

welfare recipients to bring it in line with cost of living.   

Secondly, review and reform protections for consumers 

by legislating against predatory lending and maintaining 

responsible lending obligations.  

Tell me about some of your interests outside financial 

counselling?  

I balance my work and personal life with giving spiritual 

support and guidance to like-minded people with similar 

faith and values. Being a marriage celebrant provides 

the opportunity to journey, cherish and celebrate along-

side people who are making critical life choices.  

I enjoy exercise and travel (please join me to pray that 

restrictions ease and that travel begins soon), watching 

sport such as the Matildas and Socceroos and spending 

time with grand kids. 

What are you currently reading and listening to?  

For the past 10 years, lots of energy and emphasis on 

contemporary theology, spirituality and devotion.       I 

have a particular interest in how different scholars reflect,       

forward think, and relate, to the journey of soul, spirit, the 

remaining inner self beyond death.  

What is your favourite meal?  

I enjoy a variety of styles and tastes as long as it is        

vegetarian. Recently, I have been cooking  and          

preparing a variety of meals. Except for my 3 year old 

grandson, who is perhaps training his taste buds,            

unfortunately my family do not have an appetite for my 

innovations.    

Rovind Kant 
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