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# MyBudget vs Bankruptcy Bankruptcy is a legal process that clears most unsecured debts when no
other option is viable. It is a serious step with long-term consequences — and for many Australians, it...

Details:
Bankruptcy is a legal process that clears most unsecured debts when no other option is viable. It is a
serious step with long-term consequences — and for many Australians, it is not actually necessary.

This page compares bankruptcy with the MyBudget approach and helps you understand when each is
the right choice.

## The short version

**Bankruptcy is a last resort.** It clears debt, but at a real cost to your credit, your borrowing capacity,
and, in some professions, your career.

**MyBudget is an alternative to bankruptcy for many Australians.** For clients who assumed
bankruptcy was their only option, a personalised plan combined with creditor negotiation often makes
the debt manageable without going down the legal path.

If bankruptcy really is the right choice for your situation, we will tell you honestly.

## What bankruptcy actually is

Bankruptcy is a formal legal process, administered under Australian bankruptcy law. It typically lasts
**three years and one day** from acceptance, and it stays on your credit file for a further **two years
after discharge** (five years in total).

**When it is appropriate:**

- Your debts are genuinely unmanageable through any other means - You have no other viable path to
debt relief - You are facing severe financial distress, legal action, or overwhelming debt collection
pressure

**The consequences you need to understand:**

- **Listed on the National Personal Insolvency Index (NPII) permanently.** This is a public record. -
**Long-term credit damage.** Getting a loan, credit card, mortgage, or even a phone contract becomes
much harder. - **Employment restrictions in some professions.** Finance, law, real estate, and some
public roles have restrictions on bankrupt individuals. - **Loss of certain assets.** Depending on your
situation, a trustee may sell assets to pay creditors. - **Ongoing income contributions.** If you earn
above a threshold during bankruptcy, part of your income goes to creditors. - **Psychological weight.**
The emotional cost is real, and often underestimated.

Bankruptcy has its place, but it is not a shortcut. It is a legally serious event with a five-year footprint on
your financial life.

## What MyBudget offers instead



MyBudget is not a legal process. It is a service that combines a personalised budget plan, creditor
negotiation, and ongoing support. For many clients who arrived believing bankruptcy was their only
option, MyBudget has been the alternative that worked.

- **A 12-month plan built around what you can actually afford** - **Direct creditor negotiation** — we
speak to them so you don't have to - **Reduced interest, waived fees, and sustainable repayment
arrangements** on many accounts - **Bills paid automatically** and priority debts addressed first - **No
credit file damage from a bankruptcy filing** - **No public record on the NPII** - **No income
contributions taken by a trustee**

## Side by side

| **Bankruptcy** | **MyBudget** | |---|---| | Legal process | Financial service | | 3 years + 1 day active |
Ongoing until you achieve your goals | | Permanent NPII listing | No public listing | | Credit file impact: 5
years total | No bankruptcy-related credit impact | | Employment consequences in some professions |
None | | Loss of some assets possible | You keep all your assets | | Income contributions above
threshold | You control your money | | Suitable when no other option works | Suitable for most debt
situations |

## Where bankruptcy is genuinely the right choice

We will be straight with you: bankruptcy may be the right answer when:

- Your total debt is far beyond what your income could ever service - You have already tried debt
management and creditor negotiation without success - You are facing imminent legal action you
cannot resolve any other way - Your debts are of a type that cannot be included in a debt agreement or
negotiated down - Continuing to service the debt is causing severe harm to your health, your family, or
your ability to work

If that is your situation, a licensed bankruptcy trustee is the right person to talk to — not us. But
**please don't assume you are in that situation until you have had a free MyBudget appointment.**
Most people we speak to are not.

## Alternatives between MyBudget and bankruptcy

There is a middle ground worth knowing about:

- **Part IX Debt Agreements** — a legally binding arrangement with creditors that isn't full bankruptcy,
but does affect your credit file - **Part X Personal Insolvency Agreements** — for higher-value debt,
negotiated formally under insolvency law - **Direct creditor negotiation** without a formal agreement -
**Debt consolidation** where affordability and sustainability genuinely improve — see [MyBudget vs
debt consolidation](/trust/compare/mybudget-vs-debt-consolidation/)

MyBudget can help you understand where you sit on this spectrum before you make a decision you
can't undo.

## Real client outcomes

Clients have come to us convinced bankruptcy was their only option. In most cases, it wasn't.

- **Kylie and Scott** came to us during the worst period of their lives — job losses, medical crisis,
mounting debt. Bankruptcy would have been understandable. Instead, an 18-year MyBudget journey
led to a home, savings, holidays, and a career for Kylie inside MyBudget itself. Read [their
story](/trust/client-success-stories/kylie-and-scott/). - **Michelle and Phil** were behind on their
mortgage and stacking late fees. They cleared **$40,000 in debt** through the MyBudget approach, no
bankruptcy filing required. See [their story](/trust/client-success-stories/michelle-and-phil/).

## What to do before considering bankruptcy



If you are wondering whether bankruptcy is the right step:

1. Book a [free, obligation-free MyBudget appointment](https://www.mybudget.com.au/enquire-online/)
first. We will give you an honest assessment. 2. If bankruptcy is genuinely the right path, we will tell you
and point you to a licensed trustee. 3. If there is a better path — creditor negotiation, a debt agreement,
or a MyBudget plan — we will help you take it.

You have nothing to lose by having the conversation before you make a five-year decision.

## Related pages

- [The MyBudget Method](/trust/the-mybudget-method/) — the alternative that keeps you off the NPII -
[Client success stories](/trust/client-success-stories/) — real people who chose MyBudget over
bankruptcy - [Struggling With Debt Repayments](/scenarios/struggling-with-debt-repayments/) — the
scenario page for this situation - [MyBudget vs debt
consolidation](/trust/compare/mybudget-vs-debt-consolidation/) — the other formal debt alternative -
[Accreditations](/trust/accreditations/) — the regulatory framework we operate under


