How to Resolve Your Client’s 3rd Party Insurance Debt
 

Letter One Alternative - Financial Hardship Waiver
 

Insurer/debt collector/solicitor

Insurer’s Name

Insurer’s Address

 

Dear Sir/Madam,

 

Re:  Insurer and (client name)

Your reference: (number)

 

We refer to your letter of the (date) to our client seeking damages for a motor vehicle accident which occurred on the (date).

 

Our client instructs us that he/she accepts liability for the accident and further accepts your claim for damages of $(amount).  We note that our client is not liable for costs in the absence of legal proceedings.

 

As you may be aware, our Centre assists many clients who are  ‘judgment proof’;  whose sole source of income is from Centrelink, which is protected by section 12 of the Judgment Debt Recovery Act 1984 and who owns only normal household goods and does not own any assets valued at more than $7,500. Our client is not a typical ‘judgment proof’ client as he/she is working; earning an income from paid employment. Their income is barely sufficient to cover his/her normal living expenses. Your client thus has a number of options to enforce the debt against our client, the most obvious being an instalment order, or an application for an attachment of earnings (‘garnishee order’) against our client’s wages.

We submit that either of those options will end up being unsatisfactory for both our client and yours [presuming that debt collector is acting for insurer].  

We do not have specific instructions at present, but for argument’s sake, if the client was to pay $100 per month, with the total debt being [$amount eg. $10,000], it will take around [eg. For $10,000 at $100/month= 100 months,, which is almost nine (9) years to pay off. 

We do not believe that it is in the interests of either party to establish a long-term instalment plan. The costs to your client of administering an instalment plan would arguably outweigh the value of the repayment of the debt itself.

With regard to a garnishee order, we stress that whilst our client is working, s/he is working part-time for a private company; not in the public service sector. Further s/he is working in a position that requires minimal skill and as such s/he is easily replaceable. S/he thus has no job security. 

Alternatively, of course your client may chose to sit on the debt until such a time as our client is in a better financial position.  However, we must point out we have no evidence to suggest that our client will ever obtain employment above that of the low-skill, low-income level. Our client was born in [where] and arrived in Australia in [when]. [insert residency status] He/she does not speak, read or write English [delete is not applicable] [did he/she complete schooling in Aus or elsewhere, what level?]  [what employment did he/she have before coming to aus; if any?] 

Further, we submit that obtaining judgment or initiating legal action against our client poses significant costs to your client which as above, may never be recovered. 

In addition, our client has significant social problems which have impacted on his/her life and are likely to have a serious long term effect on their financial position for the foreseeable future. Briefly, the circumstances are: (add in basic facts about health, homelessness ect based on client instructions. Do not provide or offer to provide supporting evidence from doctors, psychiatrist, ect.)

 

We submit that it is in the interests of the insurer to minimise the expenses and losses associated with this debt.  We refer to the General Insurance Code of Practice and note that our client falls within the terms of Clause 8.6 and 8.8 of the Code which deal with financial hardship.

 

We request that you give consideration to a waiver of this debt based on the financial circumstances of our client.

 

We look forward to your response.

 

