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Time we all worked together 
Since the inception of Part IX debt agreements in December 1996, there has been in some 
cases,  a luke warm reception to registered debt agreement administrators (RDAAs) from 

many financial counsellors.  One of the main points of contention is that most debt 
agreement administrators are private organisations that charge a fee for their 

service.  An alternative to using a private organisation as a debt agreement administrator 
(DAA) is to use the Government body, the Australian Financial Security Authority (AFSA), 

however, they also charge a fee* to administer a debt agreement. 
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AFSA’s fees and charges generally equate to 27% of all contributes paid into the debt 

agreement by the client represented as: 
  

An administration fee component of 20% of all contributions paid into the agreement 
A Government Realisations Charge of 7% of all contributions paid into the agreement 

  
It is acknowledged that AFSA do not charge a set up fee to administer debt agreements 

(other than the $200 per proposal processing fee) and that set up fees from private 
organisations can vary from no up front set up fee to thousands of dollars. 

  
*Source: 
https://www.afsa.gov.au/insolvency/how-we-can-help/fees-and-charges-0 

  
Some examples taken from financial counselling websites are listed below relating to their 

thoughts on debt agreements: 
  

"Warning 
If at any stage of your contact with a ‘financial counsellor’ or ‘debt counsellor’ they ask you to 
sign an agreement which includes paying any costs or fees, check this out carefully and get 
advice from a free Government funded financial counsellor. 
There are a growing number of services advertising on television, radio and in local newspapers 
that say they can solve your debt problems. 
Many of them are costly and don’t set out the full range of choices you may have. They may 
focus on one solution such as a Debt Agreement (under the Bankruptcy Act) or budgeting. 
These “solutions” often provide greater financial benefit to the company offering them, than they 
will to you" 
  
Source: 
https://www.financialcounsellingaustralia.org.au/Corporate/Financial-Counselling 
  
"For-profit debt management companies 
We need urgent action to strengthen the regulatory framework applying to for-profit debt 
management companies - credit repair agencies, debt negotiators, budgeting services, 
bankruptcy advisors and debt agreement administrators. 
 
More and more financial counselling clients are coming to see us after being caught up with 
these type of businesses, believing the "promise" that this will resolve their financial difficulty. 
 
Clients are often not told the true story about the implications of debt agreements - that they are 
an act of bankruptcy - or understand their full costs. Instead, they find themselves in a debt spiral 
and financial hardship that can last many years. 
 
Graham Smith, Chair of the Financial Counsellors Association of NSW provided a current 
example: 
 
"The for-profit industry can be wolves in sheep's clothing targeting those who are vulnerable or 
financially disadvantaged in our community. I am currently working with a refugee, with limited 
English skills, who was convinced by one of these organisation that they were her only option 
because they represented the Government. My client was unaware that her debt agreement was 
an act of bankruptcy and that her credit file would be affected, resulting in greater financial 
hardship." 
  
Source: 
https://www.financialcounsellingaustralia.org.au/Corporate/News/No-one-has-the-right-to-rip-
anyone-off-Statement-f 
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The Part IX debt agreement system had a major overhaul on how it is regulated in 2007, and 
is set for further regulations to come into effect on 27th June 2019.  Prior to the regulation of 
how Part IX debt agreements operated, the system was open to unscrupulous practices that 

may be responsible for the perceived dim views expressed above, however, largely as a 
result of the regulation of debt agreements by AFSA’s Enforcement and Regulation Branch 
the statistics do not portray the anecdotal statements made by many well-meaning financial 

counsellors. 
  

For the 2017 / 2018 period 29 complaints were reported against RDAAs 
  

·         3 were justified 
·         3 were withdrawn 

·         23 were not justified or not investigated 
·         Total debt agreements made for this period: 14,834 

  
As a comparison, complaints against bankruptcy trustees for the 2017 / 2018 were reported 

as 205 in total 
  

·         23 were justified 
·         7 were withdrawn 

·         175 were not justified or not investigated 
·         Total bankruptcies made for this period: 16,811 

  
Source: 
AFSA 
  

The low number of complaints received against RDAA’s may not truly be representative of 
all grievances from individuals entering into DA’s, as it is possible that there may also be a 

number of matters that are not reported to the regulator for further investigation, which begs 
the question; 

  
Are financial counsellors advising their clients how and where a complaint can be made 

when their client has been aggrieved? 
  

·         Has the client been encouraged to contact the administrator to resolve the matter 
through either an internal or external dispute resolution scheme? 

  
·         Has the client been encouraged to contact AFSA’s Enforcement and Regulation 

Branch so that the matter can be investigated? 
  

With the vital role that AFSA’s Enforcement and Regulation provides to scrutinise the activity 
of administrators, it is hoped that there is a shift from publishing anecdotal stories to 

reporting questionable practices by administrators to the regulator. 
  

Likewise, there is hope amongst many administrators that financial counsellors look to 
accept Part IX debt agreements as a legitimate solution in dealing with unmanageable debt 
(where appropriate) and that the purported “independent” advice advertised on the websites 
and other communication do not dissuade individuals from considering a debt agreement as 

an option where it is suitable. 
  

We welcome the opportunity to speak with financial counsellors about any concerns they 
may have with the Part IX debt agreement system. 
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