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What is a Debt Agreement? 

 

A Debt Agreement (also called Part 9 / Part IX) is a    

compromised repayment arrangement between 

you and your unsecured Creditors.  

It provides a means to combine all unsecured debt 

into one manageable payment based upon what 

you can afford, rather than what each Creditor is 

demanding.   

Under a Debt Agreement, interest on your debts is 

frozen and you have legal protection from further 

collection, recovery or legal action in respect of 

these debts.   

 

A Debt Agreement is serious.  It is classified as an 

“Act of Bankruptcy” as it falls under the Bankruptcy 

Act 1966, however, it is important to note that a 

Debt Agreement is an alternative to Bankruptcy 

and therefore many of the restrictions of Bankruptcy 

do not apply. 

 

How does it work? 

 

We will assist you to compile the formal Proposal 

which details your full financial situation to include 

all income, expenses, assets and liabilities.  Based 

upon this we can calculate the amount you can 

afford to contribute to your debts and over what 

time period.     

 

Each unsecured creditor will be given the             

opportunity to vote on the offer.  If the majority (in 

dollar value) vote in favour of the Proposal, then it is 

deemed accepted and is legally binding across all 

unsecured Creditors. As long as you make the pay-

ments detailed in your Proposal, then your debts will 

be discharged upon successful  completion of your 

obligations. 
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What is the process? 

Proposal Voting Outcome 

Life After Debt ® will assist you to 

collate the relevant supporting 

documents and information  

necessary to  draw up the    

Debt Agreement Proposal.   

Once prepared, we will discuss 

and explain the documentation 

with you which needs to be 

signed and returned. 

We will then lodge the Proposal 

with AFSA for processing, at 

which time you will need to pay 

the AFSA Lodgement Fee*. 

Once AFSA has accepted the        

Proposal for processing you will be  

assigned an Administration Num-

ber.   

All interest on the unsecured debts 

will be frozen and you are protect-

ed from legal and recovery action 

until the result of the voting is 

known. 

Your details will be entered onto 

the NPII register. 

The voting period is 35 days from 

the date the Proposal is accepted 

for Processing (unless lodged in De-

cember when it is 42 days). 

After the voting deadline has 

passed, AFSA will collate the 

votes and advise  us of the 

result.   

If the majority (in dollar value) 

of Creditors vote in favour of 

the Proposal, then it will be 

accepted.     

You will then only need to pay 

the amounts outlined in your 

offer.  Once you have com-

pleted your obligations,  any 

balances owing are            

discharged. 

Benefits of a Debt Agreement 
• One manageable repayment 

• Interest frozen 

• Legal protection 

• Assets protected from recovery action by unsecured Creditors 

• Total debt repayment is commonly less than 100% of balance 

owing 

• No longer dealing with multiple unsecured Creditors;  all  

 administration goes through Life After Debt  ® 

• Avoid Bankruptcy  

! 
Who is AFSA ? = Australian Financial Security Authority 

This is the Government department which facilitates the processing of Insolvencies 

and the regulation of Personal Insolvency Practitioners in Australia. 
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Consequences of a Debt Agreement 

• Your details will be recorded on the National Personal Insolvency 

Index (NPII) for 5 years, or until the Debt Agreement is completed, 

whichever is longer. 

• Your credit will be affected.  It will be recorded on your Credit File 

for a minimum of 5 years or until the Debt Agreement is           

completed, whichever is longer. 

• If you hold a professional membership/license or are employed in 

a position which prohibits an ‘Act of Bankruptcy or Insolvency’ 

then your employment could be affected.  You should take steps 

to verify this with your professional organisation or union prior to 

lodging a Debt Agreement. 

What fees are involved? 

Upfront Fee (paid to Administrator)   

A Debt Agreement Administrator commonly charges an upfront fee to cover their 

professional time, costs and background checks completed prior to lodging your 

Proposal.  Any balance owing of this fee, which is unpaid at the time of lodgement, 

will be included as an outstanding unsecured debt in your Debt Agreement          

Proposal. 

Lodgement Fee (paid to AFSA) 

Every Debt Agreement Proposal lodged with AFSA must pay a Lodgement Fee.    

Your Debt Agreement Administrator needs to collect this fee from you (or make ar-

rangements to collect it) as it is payable at the point of lodgement with AFSA. 

Administration Fee (paid to Administrator)   

This fee is calculated as a percentage and is deducted from your payments to   

Creditors (not on top of).  Only applicable if your Debt Agreement is accepted. 

Realisations Charges (paid to AFSA) 

This fee is calculated as a percentage and is deducted from your payments to   

Creditors (not on top of).  Only applicable if your Debt Agreement is accepted. 
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Fr
Am I Eligible for a Debt Agreement? 

We will assess and advise you on eligibility, however you are eligible for a Debt Agreement if you 

meet the following criteria: 

• You are insolvent (Unable to pay your debts as and when they fall due) 

• You have unsecured debts of less than the indexed amount.  ** 

• You have assets (or equity) of less than the indexed amount. ** 

• Your after-tax income is less than the indexed amount. ** 

• You have not been Bankrupt, in a Debt Agreement or Personal Insolvency Agreement in the 

last 10 years. (10 year period starts from date of Discharge. Eg. the end) 

** These amounts are indexed bi-annually each year.   

Which debts can I include in a Debt Agreement? 

All provable unsecured debts must be included in your Debt Agreement.  Some examples would be 

credit cards, personal loans,  ATO tax debts, store cards, lines of credit, overdrafts, personal debts to 

friends/family,  professional fees.  Certain debts cannot be included in a Debt Agreement (or even 

Bankruptcy) such as Fines, HECS/HELP debts, child support debts and unliquidated damages. 

Can I include only some of my debts? 

No.  In order to provide you with a solution, we need to be aware of, and include, all provable       

unsecured debts.   

Do you pay out my debts and then I repay you? 

No.  A Debt Agreement  is a compromised payment arrangement.  You agree to pay one regular 

amount, which we collect from you and distribute amongst your creditors on your behalf. 

Will it affect my mortgage? 

A Debt Agreement  only combines your provable unsecured debts.  Your mortgage is a secured 

debt against your property so whilst you do need to disclose it, the mortgage  would  not be          

included in your Debt Agreement.   

Can I pay it off faster? 

Absolutely.  Circumstances can and do change over time, so if you find yourself in a better financial 

position and able to repay the Debt Agreement off faster than the original terms that is fine.  As it is 

not a loan there are no ’early exit fees’ or ’penalties’.  Once you have repaid the total amount in 

your offer, then your Debt Agreement obligations are completed and you are discharged from your 

debt liabilities.   

I have bad credit—can I still do a Debt Agreement? 

A Debt Agreement  is not a loan so your credit history (good or bad) is not a factor.  In fact, you 

should be aware that by entering into a Debt Agreement a listing will be placed on your credit file 

which will negatively affect your credit for 5 years (or until the Debt Agreement is completed, which-

ever is longer). 

What if I don’t complete the Agreement? 

A Debt Agreement has a set term and completion date.  If you do not meet the terms of the    

Agreement it may be terminated and then all debts plus interest would be reinstated.   There are  

options to re-negotiate your Agreement if your circumstances change so it is best to remain in     

contact with your Administrator who can give you guidance. 

https://www.afsa.gov.au/insolvency/how-we-can-help/indexed-amounts-0
https://www.afsa.gov.au/insolvency/how-we-can-help/indexed-amounts-0
https://www.afsa.gov.au/insolvency/how-we-can-help/indexed-amounts-0
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Frequently Asked Questions 

What are the consequences of  failing to meet the terms of the Debt Agreement? 

If a Debt Agreement is terminated the following applies: 

• All debts are reinstated 

• Suspended interest is backdated and applied to all debts, as applicable 

• Loss of legal protection from recovery, collection and legal action in respect of these debts 

• Ineligible to lodge another Debt Agreement for a period of 10 years from the termination date 

 

Termination may also occur automatically if:-  

• No contributions are received within 6 months of a payment becoming due ; or 

• For not completing the obligations due under the Agreement within 6 months of the  

 scheduled completion date. 

 

The key to remember is that your Administrator is there to help you achieve your debt elimination 

goals.  Communication with your Administrator will ensure you have guidance on your options  

regarding whatever changes in circumstances you may be facing.  For example, if you have missed 

a few payments and can afford a simple catch-up arrangement, then your Administrator can put 

this in place for you and advise Creditors accordingly. 

Are there other Insolvency options available? 

Other Insolvency options may include: 

• Informal creditor negotiation 

• Part X Personal Insolvency Arrangement  

• Bankruptcy 

Each of these options have advantages and disadvantages, depending on your individual circum-

stances.  Your Professional Insolvency Practitioner will provide guidance on which option they recom-

mend is suitable for you.  Further information can be located at www.afsa.gov.au/insolvency  

What is Financial Counselling? 

Financial Counselling is a free service provided by a community of not-for-profit organisations to give 

guidance, advice and advocacy assistance to those struggling financially.  They have trained pro-

fessionals who can discuss issues such as budgeting, debt negotiation, community education and 

micro finance eligibility.  Visit http://ndh.org.au/Talk-to-a-financial-counsellor/Find-a-financial-counsellor/ or call      

1800 007 007. 

What is Hardship Assistance? 

All lenders are required to have a Hardship Policy designed to set out the criteria of how the Creditor 

can assist its customers when they are facing temporary financial hardship.   

Creditors want the opportunity to communicate and assist their customers directly prior to more  

serious options being explored.  Simply contact your lender and ask to speak with their Hardship 

team;  they will then go through your circumstances and discuss what assistance may be available 

for you  

https://www.afsa.gov.au/insolvency
http://ndh.org.au/Talk-to-a-financial-counsellor/Find-a-financial-counsellor/
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There really is  

Life After Debt ® 

 

Call today to get started    

with our free debt solutions   

assessment. 

Helping everyday  

Australians to  

lose their debt,  

not their dignity. 

Australian Financial Solutions Pty Ltd,  

Life After Debt ® 

 

T   1300 237 669 

F   08 6378 4082 

E   info@lifeafterdebt.com.au 

W   www.lifeafterdebt.com.au 

 

AFSA RDAA Registration No 1211 



Debt Agreement Preparation Process

Australian Financial Solutions Pty Ltd trading as Life After Debt ®
PO Box 67 Mt Hawthorn  WA 6915

abn 95 361 076 338   acn 065 349 395  RDAA No. 1211
T  1300 237 669    F  08 6378 4082   E   info@lifeafterdebt.com.au

Stage 1

Stage 2

Stage 3

Voting Result.

If the majority, in dollar value, of Creditors votes in favour of your offer, then the 
Debt Agreement is accepted and direct debits will commence as detailed in your 
Proposal.

If the majority, in dollar value, of Creditors votes against your offer, then the Debt 
Agreement is rejected.  We will contact those Creditors to gain feedback on their 
decision and contact you to discuss options for re-lodgement, if appropriate.

NB:  To re-lodge, AFSA will charge $200 per Debt Agreement Proposal.

Your Debt Agreement Proposal and Statement of Affairs are ready to sign.  

Once we have all required documentation signed from you, we will arrange for the 
$200 AFSA Lodgement Fee to be debited.

We will lodge the application with AFSA, who will process the Proposal and issue to 
Creditors for voting and consideration.

The voting period is 5 weeks (unless lodged in December when it is 6 weeks) and we 
will be notified of the voting outcome within 2 business days of the voting deadline.

We are working on drawing up your Debt Agreement Proposal.

This includes verifying all balances, outstanding accounts and liabilities as well as 
background searches and reports pertinent to your Financial Position.

During this time, we will commence direct debits towards our Upfront Fee.  
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