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Introduction 
 

REINSW had the privilege of attending the Rental Bonds Roundtable Meeting on 24 August 

2018, hosted by the Department of Finance, Services and Innovation (Department), to 

discuss the proposed reforms in relation to rental bonds surety products. That meeting was 

held subsequent to REINSW lodging its submission on 22 August 2018 in response to the 

Consultation Paper on Easy and Transparent Trading – Empowering Consumers and Small 

Business (Paper). A copy of that submission is enclosed.  

 

REINSW has prepared this addendum to its submission as a result of discussions held at the 

Rental Bonds Roundtable Meeting. 

 

Addendum to Section 2.7 - Rental Bond Surety Products 
 

40. What option do you support? Why? 
 

REINSW reiterates its strong opposition to options 2 and 3 set out in Section 2.7 of the Paper 

and, therefore, supports maintaining the status quo. 

 

Undoubtedly, there are risks associated with the involvement of third parties in a 

landlord/tenant relationship. REINSW specifically wishes to draw attention to the use of 

alternative online bond “solutions” that, more often than not, place landlords in a position that 

is subordinate to their position under the status quo.  

 

REINSW is aware of service providers in the market who promote the use of insurance bonds 

and guarantees rather than conventional bonds lodged with the Rental Bond Board. These 

bond insurance and other surety product providers offer complicated schemes with the aim of 

paying funds equivalent to the amount claimed. However, and unfortunately, this is not what 

happens in practice. Some providers of such products have strict claim processes that are 

managed in-house, which creates an administrative nightmare for landlords, not to mention 

the requirement for them to negotiate with third parties for the payment of a claim when their 

rental agreement is with the tenant and not the third party. This creates an unjust and unfair 

process for landlords seeking to make a claim on the bond. More often than not, bond surety 

providers work on the basis that claims must firstly be made through them and, if an agreement 

cannot be reached, then a landlord may apply to the NSW Civil and Administrative Tribunal 

(NCAT). This creates a two-step process for negotiation, thus creating more work for everyone 

involved. REINSW is also concerned that the use of third party surety providers limits the 

ability for tenants and landlords to negotiate and resolve the issue privately. Ordinarily, a 

landlord may refund a bond once the tenant has completed its make good obligations or the 

parties may, between themselves, agree on the terms of any refund. The ease and efficiency 

of such negotiation is hindered by the involvement of third parties who apply their own 

procedures and steps that need to be taken by the parties, removing much of the freedom 

from the hands of the landlord and their tenants. 

 

REINSW would like to highlight the commercial benefit gained by rental bond surety providers 

from being in control of the claims process. In practice under the current system, the efficiency 

of the Rental Bond Board allows for landlords to claim 100% of the bond amount without the 

tenant’s signature and the tenant has 14 days to respond to the claim or apply to NCAT if they 

dispute it. NCAT is independent and impartial, likely to have the best interests of the parties 
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involved. In contrast, rental bond surety providers are likely to have their own commercial 

interests in mind (and those of their shareholders, if any) as they become increasingly in 

control of the claims process. It is in their best interest to determine that a claim is invalid, 

allowing them to avoid fronting the costs of claims made by landlords. It is also in the provider’s 

interest to pay out the lowest amount possible in order to reduce the debt that they then have 

to chase from the tenant in an event of a successful claim. 

 

Such a scheme also means that a landlord is unable to lodge a claim without the tenant’s 

signature, something that is a practical and necessary step in the process under the current 

regime. Take the hypothetical situation whereby a tenant has abandoned the premises, 

leaving it damaged or in an unclean state. In these circumstances, it becomes incredibly 

difficult to locate the tenant once they have abandoned the premises. As a result of the tenant’s 

wrongdoing and without having the tenant’s signature on a claim form, how will a landlord be 

compensated? With added layers of unnecessarily complicated bureaucracy, landlords may 

be forced to face the out-of-pocket expenses with no relief available. Unfair processes such 

as these make it undesirable for landlords to continue to lease their properties, which will have 

a detrimental impact on the NSW rental market. 

 

REINSW is adamant that Government taking security away from landlords is not an 

appropriate course of action. REINSW questions what will occur in situations where rental 

surety product providers enter into liquidation. In that circumstance, what security is afforded 

to landlords who have not lodged a bond with the Rental Bond Board because of the tenant’s 

engagement with alternative rental surety providers? In addition, where rental bond insurance 

has been taken out by a tenant, what happens to landlords when a tenant decides to cancel 

or does not renew their policy? One of the main reasons that the current bond system works 

is that it creates a strong incentive for tenants to act in good faith and to do the right thing 

when renting a property. The introduction and use of rental bond surety products undermines 

the security and safety of the current scheme and exposes landlords to significant, unfair and 

unnecessary risk. 

 

REINSW supports the current Rental Bond Board scheme because funds are invested back 

into the economy with a majority of the interest earned on the collective pool of rental bonds 

being used to cover services such as Tenants Advice and Advocacy Programs, NCAT and 

many other organisations that benefit consumers at all levels. This is in stark comparison to 

rental bond surety providers who commercially benefit from exploiting the vulnerable. With 

these products aimed at those who are unable to afford rental bonds upfront, bond surety 

providers are able to take advantage of those who are in financially vulnerable positions. 

Accordingly, these providers often have excessive interest rates and costs associated with 

their products, allowing them to benefit from a tenant’s inability to afford to cover their costs of 

living. In light of this, tenants are better off using their credit cards to cover the rental bond for 

their new premises. Using a credit card means that once the refund from their previous 

tenancy is made, the tenant is able to use these funds to pay off the debt accrued on their 

credit card. With a short turnover period in between vacating their previous rental premises 

and having that bond refunded to them, tenants are unlikely to incur any interest or charges. 

This avoids the high interest repayments on offer from the alternative bond surety providers 

and REINSW sees value in supporting this system which keeps tenant costs to a minimum. 

 

In addition, REINSW is also concerned that alternative bond surety products are likely to 

create a market of tenants that are perpetually unable to cover their upfront fees and debts as 
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they fall due. These products, like many others in the market, are creating a sense of reliance 

amongst consumers who are buying things before they are able to afford them. With a market 

of tenants who constantly rely on such schemes to pay for their bonds when entering into a 

tenancy, landlords will permanently be placed in a position of significant and unfair risk, being 

forced to accept alternate methods of bond payments as less and less tenants are able to 

cover their bonds upfront and without assistance. 

 

Another reason why REINSW is of the view that the use of rental bond surety products creates 

an unnecessary administrative and unfair burden is that it would require landlords to not only 

come to an agreement with tenants with respect to the payment of a claim, but also the tenants’ 

third-party rental bond surety product providers. This creates the opportunity for unnecessary 

delay and demands negotiating with individuals and organisations who are not party to the 

residential tenancy agreement.  

 

Whilst REINSW appreciates that there are technologies and systems which provide new 

alternatives in the rental market, REINSW strongly encourages the Department to consider if 

there is even a problem that needs to be fixed in the first place. 

 

To reiterate, and as mentioned in REINSW’s Submission dated 22 August 2018, REINSW is 

not opposed to short-term bond financing where the landlord is provided with a cash bond if it 

so chooses to accept. In that circumstance, landlords are placed in the same position as if the 

tenant was funding the bond themselves. However, REINSW strongly opposes the use of 

rental bond surety products and products that are imposed on landlords by way of legislation.   

 

REINSW thanks the Department for the opportunity to lodge this addendum and is happy to 

discuss the issues above with the Department if the Department would like. 

 

Yours faithfully 

 

 

Tim McKibbin 

Chief Executive Officer 

 








































