
Types of credit arrears and credit impairment 
 

Credit arrears, whether paid or unpaid can seriously effect an application for a home loan or a 
home loan refinance. What the arrears is and how bad it is will determine what that effect will 
be. There are several types that range from minor to very serious arrears I have listed them 
along with the likely impact on an application for a home loan. 
 
Mortgage arrears: Mortgage arrears is always a problem when it comes to a refinance as very 
few lenders want to take on a client who has shown a history of inconsistent payments. And 
don’t bother with the good excuse because most of them don’t care. Most lenders require the 
past 6 or 12 months of home loan statements prior to approving a refinance, if there are any late 
payments, missed payments or references to default interest or default fees, you will start to 
struggle. It helps if you have caught the arrears up and are currently up to date but they will still 
take into account that you were in arrears. If that is your only credit problem, you may still get a 
loan but if you could wait until you had 6 months of on time payments, that would be better. If 
you have to refinance, it’s still possible, you choice of lenders may be limited though. 
 
Rates Arrears: The amount of rates arrears I see on a daily basis is frightening. Rates are con-
nected with your property and the council can and will take your property to recover them if they 
have to. Most councils are pretty quick to slap a judgement on you to make life more difficult as 
well. Just about every lender requires a copy of your current rates notice to do a refinance, they 
will pick up whether your rates are in arrears or not. The lenders consider your rates to be the 
same as any other credit and many loans are knocked back because the rates are overdue. If 
you can pay them and get a new rates notice issued before your refinance (provided they have-
n’t lodged a judgement) then all should be ok. If you have to refinance anyway, you will need to 
talk us on 1300 139 883 about your options. 
 
Tax Arrears: The tax department are currently trying to reel in the increasing tax liabilities owed 
by the community and are slapping judgements around all over the place. If you have a tax li-
ability, mainstream lenders don’t like it and almost certainly won’t approve a loan to consolidate 
a tax debt. If you have a tax liability that hasn’t yet become a judgement, you can still consoli-
date it into your mortgage but you will probably need to use a specialist lender.  
 
Credit Card & personal loan arrears: In these times of high consumer debt, one of the more 
popular loans we do is a debt consolidation. To do this, the new lender will want up to 6 months 
statements on credit card and car loan statements. If these statements show irregular or missed 
payments or cards consistently over the limit, they are unlikely to approve the loan. With some 
lenders we can get around this but clear statements will give you a bigger choice of lenders. 
Again, if you can wait for a clean set of statements, then try, the odds are much better. Which-
ever situation you are in you will need to speak to us on 1300 139 883 about how we can make 
it work. 
 
Body Corporate arrears: Same as rates and Tax arrears. If they’re in arrears, the mainstream 
lenders are unlikely to do a consolidation loan to fix it, specialist lenders shouldn’t have a prob-
lem consolidating them however. 
 
Defaults: Defaults are easily lodged on your consumer credit file, show up for 5 to 7 years 
whether they are paid or not and most people who have one, don’t even know it. The Telephone 
companies in particular love to lodge them whether incorrectly or not. From a credit point of 
view, they are not tolerated by most lenders as they are there because you have defaulted on a 
credit contract. If you have a default, whether paid or unpaid, you will probably struggle to get a 
loan. The only exception to this rule is for paid defaults under $500 which have a good excuse. 
There are so many of these around, usually from telephone companies, that most lenders are 
now ignoring them. If you have more than one, you will need a very good excuse 



 
Judgements: Judgements are worse than defaults as they are court orders ordering you to 
pay a debt you have breached the terms on. They stay on your Credit file for up to 7 years 
whether paid or unpaid and most lenders won’t lend to a person who has one unless you have 
a very, very good excuse. You may still be able to get a loan but you will probably have to use 
a specialist lender. When you do a debt consolidation to pay out an existing default or judge-
ment, it will need to be done through a specialist lender although, if it’s done correctly, we may 
be able to negotiate a reduced payout figure which can sometimes save you thousands of dol-
lars. 
 
Part 9 Debt Agreement: There is a great deal of confusion regarding part 9 debt agreements 
as some people who sell them don’t necessarily know what they do to your lending potential 
and/or don’t always tell you the full story. Part 9 debt agreements are part of the bankruptcy act 
and as such, are treated by lenders in the same way. In reality, they prevent people from going 
bankrupt by consolidating all debts into one payment with no interest, generally over several 
years until the debt is cleared (although there are a couple of ways to set them up). You proba-
bly won’t be able to get a loan while under a part 9 and will find it very difficult to get a loan af-
ter a part 9 as they stay on your credit record for 7 years. If you currently have a Part 9 and 
can show you have paid it on time consistently, you are a chance of getting a home loan 
through a specialist lender, you can also re-finance yourself out of a part 9 using the equity in 
your home to consolidate the loans but that will also require a specialist lender. 
 
Part 10 Debt Agreement: Is similar to a part 9 debt agreement except that it will often involve 
the liquidation of a business or sale of assets to recover some of the debts (again, there are a 
couple of possible forms). It will also be on your credit file for 7 years and will make it extremely 
difficult for you to get a home loan or any other sort of loan for that matter. As with a part 9, one 
possible solution is to refinance your house to pay out the part 10 but you will need to speak to 
us on 1300 139 883 to get it right. 
 
Bankruptcy: Bankruptcy will stay on your credit file for 7 years and you can’t get a loan while 
you are still in bankruptcy. Once you are out of bankruptcy, you can get a loan but only through 
a specialist lender until it is several years behind you. You can refinance yourself out of bank-
ruptcy using the equity in your home using a specialist lender provided that there’s enough eq-
uity in the hose to discharge the entire bankruptcy agreement and that the bankruptcy is dis-
charged at settlement of the new loan. 
 
As you can see, any bad credit is bad for your chances of getting a loan although the small 
number of specialist lenders gives you a chance despite having any of the problem listed 
above. The best solution is to stop the bad credit happening in the first place so if you are 
struggling to make all your payments on time do something now before it’s too late. Refinanc-
ing you house and consolidating your debt is usually the best option. But if you already have 
bad credit and want to buy, talk to us now on 1300 139 883 to discuss your chances. 
 
Dorian Traill 
Grand Capital Finance Group 



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJDFFile false

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /Description <<

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /DAN <>

    /DEU <>

    /ESP <>

    /FRA <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /PTB <>

    /SUO <>

    /SVE <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



