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Understanding the Consumer Proposal Process



	
		
			Financial difficulties can arise at any time for many reasons. More often than not, filing a Consumer Proposal  can help you satisfy your creditor obligations without filing for bankruptcy.

Depending on your circumstances, the majority of your debts, up to and even over 90% of debts, in some cases, can be eliminated with an open payment arrangement extending for up to 5 years without creditors being able to charge additional penalties or interest.

Kunjar Sharma & Associates Inc. has successfully filed over 6,000 Consumer Proposals. Our experience enables us to help you better understand the proposal process and how it will address your specific financial problems. We explain in simple terms: the time lines, flexibility of payment options (including early pre-payment) as well as the responsibilities imposed on a person who files a Consumer Proposal.

For comprehensive financial solutions, including assistance with Consumer Proposals, Personal Bankruptcy services in Toronto, and more, turn to our experienced team at Kunjar Sharma & Associates Inc.

Consumer Proposals are intended to help reduce the number of bankruptcy filings by allowing persons who owe less than $250,000 (excluding mortgages on their homes), to reduce their obligations based on what they can afford over an extended period of time. The procedure to be followed for Consumer Proposals is quite simple and easily adapted to meet your needs.

Additionally, for those seeking guidance in managing their finances, Kunjar Sharma & Associates Inc. offers Credit Counselling Services in Toronto to assist in making informed financial decisions.


		

	

What is a Consumer Proposal?




	
		
			A Consumer Proposal is a legal process utilizing the provisions of the BIA, which provides a debtor or a bankrupt with an opportunity to reduce payments to creditors by extending the time for payment (up to 60 months)  without additional penalties or interest.  Executions, garnishes, and other actions by creditors will  be stopped once the Consumer Proposal is filed.


		

	




Purpose




	
		
			The Purpose of the Consumer Proposal legislation  is to give a debtor or a bankrupt an opportunity to make a settlement with creditors so as to avoid bankruptcy. Executions, garnishes, and other actions by creditors will be stopped once it is filed. Interest and penalties being applied to debts will also be stopped.


		

	









Book Your FREE Consultation today!
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			The following warning signs may indicate you need the assistance of a Licensed Insolvency Trustee:

	Calls from collection agents
	High credit card debt
	Being turned down for loans
	Low Credit Score
	Making only minimum monthly payments
	Garnishment of paycheque or bank account



		

	









Who can make a Consumer Proposal?



	To qualify to make a Consumer Proposal a debtor must owe between $1,000 and $250,000 (excluding the mortgages on a personal residence).  If the debts exceed $250,000, there are other provisions of the Act to deal with these debts.
	An individual who has filed an assignment in bankruptcy may make a Consumer Proposal, (prior to discharge).
	A second Consumer Proposal can be filed if a prior one was annulled (missed 3 payments) with a Court Order.
	Two or more individuals may file a joint Consumer Proposal (e.g. married couple, common-law partners and people with common financial interests).






Major Steps in a Consumer Proposal



	Contact Kunjar Sharma & Associates Inc. ((KSAI) who will file your Consumer Proposal and communicate with your creditors.
	Creditors vote on the acceptance of the Consumer Proposal. 99% of our consumer proposals are approved.
	Once the Consumer Proposal is accepted, your obligation is limited to making regular monthly payments to KSAI who will in turn makes payments to the creditors according to the terms of the Consumer Proposal.
	You are required to attend two financial counselling sessions which can be held by video call or in-person. The purpose of the counselling sessions is to assist you with understanding financial budgeting and use of credit.
	Once you have fulfilled the terms of your consumer proposal, KSAI. will  provide you with a Certificate of Full Performance.  Any balance then still owing to the unsecured creditors is legally forgiven/eliminated.








How we do things differently!



	Flexible payment plans that reflect your ability to pay.
	Undischarged bankrupts, who filed with other LITs/Trustees, can file a consumer proposal with KSAI as a means of ending their bankruptcy.
	Consumer proposals in default can be revived or a new proposal filed (even those filed with with another LIT/Trustee).
	Debt obligations that arose after default in the consumer proposal  can also be addressed in a new consumer proposal.
	Bankrupts subject to high conditional orders or high surplus income obligations can adjust their monthly payments to more manageable amounts by filing a consumer proposal.
	Having a high equity in a property but being unable to refinance to pay debts due to your credit rating or financial situation can be addressed through a consumer proposal.
	End costly vehicle financing contracts by surrendering the vehicle and including the financing shortfall in a consumer proposal.




How is a Consumer Proposal different / better than a bankruptcy?



	Consumer Proposal avoids bankruptcy and any stigma associated with being a bankrupt.
	Monthly payments under the Consumer Proposal are based on your income and budget not the Surplus income requirements set by Government Standards applied to bankruptcies (which can often be unaffordably).  Also, there is no change to your agreed upon proposal payment amount if your income in the future increases.
	Personal assets that may be seized in a bankruptcy, such as RESP’s, your house or car can be protected.
	You can be a director of a corporation, whereas in a bankruptcy scenario you are prevented from being a director of any corporation.
	Once a Consumer Proposal is approved, you need only make the monthly proposal payments and attend counselling. There is no monthly reporting of income as is required in a bankruptcy.
	Your credit rating can recover quicker in a consumer proposal.








More Details




	
		


	
		Contact a Trustee who will act as your Consumer Proposal Administrator

		
			
	
		
			The first step in the process is to contact a Trustee in our office. A Trustee is an individual or corporation who is licensed by the Government to administrator (the “Administrator”) bankruptcies and Proposals.

The Administrator will inform you of the effects of a Consumer Proposal and will prepare the necessary documents to file the Consumer Proposal with the Office of the Superintendent of Bankruptcy.


		

	






		

	


	
		Notification

		
			
	
		
			Upon filing of the Consumer Proposal with the Superintendent, the Administrator will send a notice of the Proposal, together with a copy of the proposal and some financially relevant personal information of the debtor and to all known creditors. At the time of filing the proposal, a creditor is prohibited from instituting or continuing any legal action unless they obtain permission (leave) from the Bankruptcy Court. Interest on the amounts owing to the creditors stops accruing at the time of filing the proposal.


		

	






		

	


	
		Voting

		
			
	
		
			The unsecured creditors will have up to forty-five days to request a meeting to vote on the Consumer Proposal. If creditors do not respond, they will be considered to have accepted the proposal.

Unsecured creditors may request a meeting. If the unsecured creditors requesting a meeting are owed more than 25% of the total value of creditors who have responded to the proposal, the Administrator will arrange a meeting to vote on whether to accept or reject the proposal. At the meeting, if the majority in value of the unsecured creditors, who are voting, accept the proposal, it will become binding on the debtor and all creditors. When the creditors accept a Consumer Proposal, it is deemed approved by the Court after fifteen days have expired, unless a court hearing to approve the proposal is requested.


		

	






		

	


	
		Counselling

		
			
	
		
			The Administrator will arrange for two counselling sessions during the proposal. The counselling will help you understand the cause(s) of your financial difficulty, which sometimes is non-budgetary. These sessions will also provide information to assist you in managing your financial affairs in the future. You must attend both of the counselling sessions. Additional counselling is available if you need more assistance.


		

	






		

	


	
		Payments

		
			
	
		
			Once the proposal is accepted, the debtor will make the payments to the Administrator, as provided for in the proposal. Payment terms may involve a one-time lump sum payment or monthly payments for a period of no more than five years or a combination of both.

The Administrator will distribute the funds received by making dividend payments to the creditors in accordance with the terms of the proposal.

Once all payments under the Consumer Proposal have been made, the Administrator will issue a Certificate of Full Performance, which shows that the terms of the Consumer Proposal have been completed. Any balance still owing to the unsecured creditors is legally forgiven.


		

	






		

	


		

	





FAQ




	
		


	
		What happens if the Consumer Proposal is Rejected?

		
			
	
		
			If it is not accepted by creditors you can make changes to the proposal terms, such as offering a higher monthly payment or lengthening the term of the proposal to a maximum of 5 years to see if the additional funds will change creditor’s votes.

Other insolvency options can be discussed with your Trustee, including filing for bankruptcy.


		

	






		

	


	
		What Happens if the Debtor Stops Making the Payments?

		
			
	
		
			The Consumer Proposal will be in default if:

	You are required to make monthly payments and the equivalent of three of the monthly payments under the proposal are missed; or
	You are required to make the payments less frequently than monthly and you miss any payment for more than three months.


If this happens, the creditors will again be able to take steps to recover their debts, less any payments paid to them during the proposal.


		

	






		

	


	
		What Happens if the Debtor’s Circumstances Change?

		
			
	
		
			The debtor is required to advise the Administrator of any changes in his/her circumstances that could jeopardize his/her ability to make the payments required under the proposal. However, this will not change the amounts to be paid as agreed to in the proposal. If the debtor’s financial circumstances change for the better, the proposal provides for it be paid faster or in full with no penalty. No additional payments are required.


		

	






		

	


	
		How long does the Consumer Proposal Last?

		
			
	
		
			It provides for payments over time up to a maximum of five years.


		

	






		

	


	
		Does the Debtor Require a Lawyer?

		
			
	
		
			Generally, a lawyer is not required. However, if the debtor feels the need for legal advice, he/she may retain a lawyer.


		

	






		

	


	
		How are Secured Creditors Dealt With?

		
			
	
		
			If a creditor has a lien on any assets (known as a secured creditor), the debtor may wish to do one of the following:

	Surrender the asset to the secured creditor and obtain a receipt. Any balance left due after the asset has been sold by the creditor may or may not be a claim in the Consumer Proposal, depending on Provincial legislation, or
	Make arrangements to continue to pay the secured creditor in order to keep the asset.



		

	






		

	


	
		How does a Consumer Proposal Affect Co-signers?

		
			
	
		
			It will not cancel the liability of anyone who has guaranteed or co-signed any loans. These guarantors will still be responsible for the debts less any payments the creditor receives from the proposal.


		

	






		

	


	
		What Happens to the Debtor’s Assets?

		
			
	
		
			The assets generally remain with the debtor. This includes any assets acquired during the term of the Consumer Proposal such as gifts, inheritance or winnings.


		

	






		

	


	
		What Happens to the Credit Cards in the Possession of the Debtor?

		
			
	
		
			If you file a Consumer Proposal, you will be required to surrender all of your credit cards to the Administrator. Even if they do not have a balance, a notice of the filing is submitted by the office of the Superintendent of Bankruptcy to the credit rating agencies. The Administrator will provide references for a secured credit card if one is required later on.


		

	






		

	


		

	







	


	


			

		


	
	


	

	
	
	

		
			
				
					
						YOUR FIRST STEP TO BECOMING DEBT FREE!
			Kunjar Sharma & Associates Inc. (KSAI) is a firm of federal licensed Consumer Proposal Administrators and Licensed Insolvency Trustee practising in Ontario.

Our focus is exclusively on helping those individuals, families and business owners that need assistance in restructuring their finances or require the services of a Licensed Insolvency Trustee.



		CONTACT US
			Email: info@kunjarsharma.com

Phone Number:  (416) 975-0910

Address:  120 Eglinton Ave East, Suite  707

Toronto, ON M4P 1E2

Office Hours: Monday to Friday 9:00 am to 5:00 pm

Evenings and Weekends by appointments



We will accommodate your needs!
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