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Purpose of this document 
This Regulatory Impact Statement (RIS) examines the proposed Residential Tenancies (Transfer of Bond Scheme) Regulations 2026 (the Regulations), which support the implementation of Victoria’s Portable Rental Bond Scheme (PRBS). The PRBS enables eligible renters to transfer an existing rental bond to a new rental agreement, reducing the financial burden associated with paying a new bond before a previous bond is refunded.
While the PRBS is established through amendments to the Residential Tenancies Act 1997 (RT Act), the Regulations are required to prescribe application fees, debt recovery fees and debt recovery actions necessary for the effective, fair and financially sustainable operation of the scheme. This RIS assesses options for prescribing those elements and identifies a preferred regulatory approach.
Problem analysis
Under current rental bond arrangements, renters moving between properties are often required to pay a new bond before their existing bond is returned. This double bond requirement can impose significant financial stress, particularly in a context of rising rents, increasing bond values and heightened cost-of-living pressures. Delays associated with bond claims and disputes can further extend the period during which renters are out-of-pocket.
The PRBS addresses this problem by allowing an existing bond to be transferred for eligible renters, with the Government guaranteeing the original bond amount to the rental provider. Where a claim is subsequently made against the original bond, the Government pays the claim and establishes a debt with the renter.
In the absence of the Regulations, the PRBS would operate without a prescribed application fee, debt recovery fee or debt recovery actions (defined as the base case scenario). This would result in the ongoing costs of administering the scheme (estimated at approximately $2.9 million for 2026-35 on average per year, plus a level of debt write off) being funded from general revenue and create uncertainty and inconsistency in the management of unpaid debts. Over time, this would undermine the financial sustainability and effective administration of the PRBS.
The central problems addressed in this RIS include: 
· the need for fees to be charged to recover the Government’s costs of operating the PRBS, and 
· the need for prescribed debt recovery actions and notices, to be outlined in the Regulations, that Government can take and issue to recover unpaid debts established through the PRBS. 
Objectives of government action
The Regulations are intended to support the operation of the PRBS in a manner that is effective, proportionate and consistent with the Department of Treasury and Finance’s Pricing for Value principles.
The key objectives are to:
· Enable recovery of the Government’s ongoing costs of administering the PRBS.
· Ensure that the costs of the scheme are borne by participants, not the broader taxpayer base.
· Encourage appropriate participation in the PRBS by eligible renters.
· Provide clear, fair and transparent processes for recovering unpaid debts.
· Avoid disproportionately limiting access to the scheme for renters with a lower ability to pay.
Debt management and recovery process
Based on the requirements set out in the amended RT Act, the Government has defined the following key stages in the debt management and recovery process as being:
· Stage 1A - Invoice issued to renter: A debt is established once a bond claim is paid by the Government. Renters are provided with an initial eight-week period to repay the debt or enter a payment plan. 
· Stage 1B - Government action to recover debt: If the debt remains unpaid, the Government may commence internal debt recovery. The Regulations propose to prescribe a standardised sequence of recovery notices, including minimum time intervals between notices. These are: 
· A reminder notice of debt. 
· If payment is still outstanding, a final reminder notice. This will not be issued within 7 days of the reminder notice of debt.
· If the debt is still not paid, no payment plan has been entered (during either Stage 1A or 1B) and no write-off exception has been approved, a notice of final demand. This will not be issued within 7 days of the final reminder notice. 
· Stage 2 - Referral of debt to an external Debt Collection Agency (DCA): If internal recovery is unsuccessful, the Government may refer the debt to a DCA for a period of up to 12 months. External DCA fees are not prescribed in the Regulations and are managed separately.
· Stage 3 - Debt management by Government: The Government takes over the debt management process if the debt remains unpaid. New Section 423ZB of the amended RT Act outlines that the unrecovered debt (including any fees that have been added to the debt) may be recovered from the bond of the second rented premises once the second rental agreement has terminated and if there are no outstanding bond claims in relation to that agreement. This recovery mechanism can occur during stages 1B, 2 or 3, depending on when the renter’s second rental agreement has terminated.
Payment plans, hardship arrangements and operational details of this debt management and recovery process will be set out in the Transfer of Bond Guidelines rather than prescribed in the Regulations.
Fee options 
The Regulations propose to prescribe 2 types of fees to support the operation of the PRBS:
· An application fee, payable by renters who elect to transfer a bond under the PRBS. The application fee is intended to recover the Government’s ongoing operating costs for administering the scheme, including system operation, customer support and an allowance for the expected level of debt write-off.
· A debt recovery fee, payable by renters with overdue debts where the Government has paid a bond claim on their behalf. The debt recovery fee is intended to recover the costs of internal debt recovery activities undertaken by Government.
This RIS outlines and assesses the options considered for these fees. 
Application fee options
Three application fee options were assessed: 
· $35 application fee 
· $40 application fee
· $45 application fee 
Under each option, the fee is payable by renters who elect to use the PRBS and is intended to recover the Government’s ongoing operating costs, including an allowance for expected debt write-offs. The higher application fees achieve faster cost recovery but reduce expected participation in the scheme, while lower fees support higher participation but extend the cost recovery timeframe.
Debt recovery fee options
Four options were assessed for recovering the costs of internal debt recovery activities: 
· Option 1: a flat fee charged to all renters with overdue debts at the commencement of internal recovery; 
· Option 2: a percentage-based fee charged at the same point; 
· Option 3: a flat fee charged only where debts are referred to an external debt collection agency; and 
· Option 4: a percentage-based fee charged at the point of external referral.
Table 1: Debt recovery fee options 
	
	Option 1
	Option 2
	Option 3
	Option 4

	Application Fee Option
	Debt recovery fee 
	Debt recovery fee
	Debt recovery fee
	Debt recovery fee

	$35
	$12.80
	0.96%
	$13.46
	1.03%

	$40
	$16.65
	1.30%
	$17.94
	1.40%

	$45
	$21.26
	1.67%
	$23.04
	1.81%


Assessment of impacts
Fee options were assessed using financial modelling and multi-criteria analysis consistent with Better Regulation Victoria guidance. Modelling examined ten-year cashflows including fee revenue, operating costs and debt write-offs, with sensitivity testing for participation and recovery rates. The multi-criteria analysis assessed effectiveness, efficiency, simplicity, equity and user-pays alignment.
The assessment found that all application fee options enable recovery of the Government’s operating costs for the PRBS but differ in their impacts on participation and equity. As previously noted, higher application fees achieve faster cost recovery but reduce expected participation in the scheme, while lower fees support higher participation but extend the cost recovery timeframe. The $35 application fee was assessed as best balancing these trade-offs, achieving cost recovery within the life of the Regulations while supporting broader participation and minimising barriers for renters with lower ability to pay.
The assessment of debt recovery fee options found that all options support recovery of the Government’s internal debt recovery costs (so are considered equally effective and efficient), but differ in terms of equity, simplicity and alignment with the user pays principle. Flat debt recovery fees performed better in terms of administrative simplicity and cost reflectiveness, while percentage-based fees performed marginally better on equity but were less transparent and less closely aligned with the underlying costs incurred by Government. Applying a flat debt recovery fee to overdue debts at the commencement of internal recovery was assessed as providing the most proportionate and effective approach.
Preferred approach
The preferred approach is to prescribe a $35 flat application fee for renters who choose to participate in the PRBS and a flat debt recovery fee of approximately $12.80 charged to all renters with overdue debts at the start of the internal recovery process. This approach achieves cost recovery over approximately 8 years, supports higher participation than alternative fee levels and limits cross-subsidisation between users. Modelling indicates that approximately 96.6% of debts established under the PRBS are expected to be recovered over time.
Payment plans and hardship provisions will be available to mitigate impacts on renters experiencing financial difficulty, and set out in the Transfer of Bond Guidelines. 
Implementation, monitoring and review
The PRBS is intended to commence in 2026. Implementation will include finalisation and commencement of the Regulations, development of operational guidelines, system and staffing arrangements and targeted communications.
The scheme will be monitored on an ongoing basis, with an independent review undertaken between one and three years after commencement. The Regulations will sunset after 10 years, with a further evaluation at that point.


[bookmark: _Toc221890884]Background
This chapter outlines the background and context for the introduction of the Portable Rental Bond Scheme (PRBS) in Victoria. It describes the key features of the PRBS, approaches in other jurisdictions, and the scope of this Regulatory Impact Statement (RIS) for the proposed Residential Tenancies (Transfer of Bond Scheme) Regulations 2026 (the Regulations).
[bookmark: _Toc220522638][bookmark: _Toc221890885]Introduction
In 2023, the Victorian Government (the Government) released its Housing Statement, The decade ahead: 2024-2034, which identified five areas of focus for tackling housing supply and affordability in Victoria. To fulfil one of the Statement’s five priorities, the need to protect renters’ rights, the Government committed to introducing a PRBS. The PRBS will allow renters to transfer their rental bond from one rented premises over to another, alleviating some of the financial burden experienced by renters when they move between rental homes. 
The Consumer Legislation Amendment Act 2025 (the CLA Act), will amend the Residential Tenancies Act 1997 (the RT Act) to establish the legislative framework for the PRBS. The scope of this RIS includes an assessment of options to support the introduction of the PRBS. The RT Act will be amended when Part 2 Division 1 of the CLA Act comes into effect, which will be on 13 October 2026 or a day or days to be proclaimed, whichever is earlier. This RIS refers to the sections to be amended or inserted by the CLA Act broadly as ‘amendments to the RT Act’, or by their section numbers in the RT Act, e.g. ‘new Section xx’, as it will be once amended by the CLA Act. 
About the PRBS
Under the current legislative framework, Victorian renters are required to pay a bond amount (typically one month of rent) prior to moving into a rented premises. The bond is held in a trust by the Residential Tenancies Bond Authority (RTBA), a statutory authority. When renters move between two rental properties, they are often required to pay a bond for the new rented premises before their bond for their former rented premises is returned (often referred to as a ‘double bond’). This leaves renters out-of-pocket, reduces cashflow and can create financial stress. 
Participation in the PRBS is voluntary and will allow eligible renters to transfer an existing bond lodged with the RTBA to another rented premises. The PRBS aims to: 
· [bookmark: _Hlk219102558]Alleviate cost of living pressures for renters – In an increasingly expensive rental market, where the median weekly rent recently reached $550[footnoteRef:2], the PRBS aims to offer financial relief for all eligible rental households in Victoria by removing the need for renters to pay for a new bond, before their old one is refunded, when moving homes. The RTBA currently holds more than 736,000[footnoteRef:3] active bonds for residential rental agreements (rental agreements) in Victoria. Many rental households will have access to and benefit from the PRBS on an opt-in basis. [2:  Homes Victoria, Rental Report: June Quarter 2025, 2025<https://www.dffh.vic.gov.au/publications/rental-report>]  [3:  Residential Tenancies Bond Authority, 2024-25 Annual Report, 2025, <https://www.parliament.vic.gov.au/4addce/globalassets/tabled-paper-documents/tabled-paper-9879/rtba-annual-report-2024-25.pdf> ] 

· Create a more efficient bond lodgement process for renters and agents – For the transfer of bonds under the PRBS, the transfer of bond process will be completed by the renter after the rental provider has submitted the bond lodgement form through RTBA online. This will reduce administrative processes.
· Maintain the right of residential rental providers to make claims against bonds – To ensure rental providers continue to have adequate insurance against damage to their property, the Government will guarantee the existing bond amount in advance to the original rental provider. This will uphold the integrity of the existing bond system and ensure rental providers retain security for their property. 
Similar reforms are under development in New South Wales and Queensland. They are discussed further in Subchapter 1.4 of this RIS.
[image: This diagram outlines the process of participating in the PRBS. The diagram shows the steps associated with the first and second rental bond, and what happens if a claim is made on the first bond.]Under the PRBS, renters would pay an application fee plus any excess on the second bond amount (compared to the first bond), with the Government acting as guarantor for any claims on the first rental bond. If a rental provider makes a successful bond claim, the Government will pay this on behalf of the renter. A debt is then established, whereby the Government will seek to recover the equivalent amount from the renter. Figure 1: The process of participating in the PRBS

For the purposes of this RIS, a bond claim refers to an amount of the bond that is paid to the rental provider at the end of a rental agreement. Existing processes around bond claims remain in place, with the debt being established upon agreement or order on a bond claim.
The rental providers and property agents for the second rented premises will be notified of the transfer once the transfer is complete. There will be no change to rental providers’ financial exposure.
In cases where a bond claim is made on the initial bond and the renter fails to settle the amount after the claim is resolved, renters will undergo a debt management process, which may involve entering a payment plan or being identified for hardship provisions if eligible.
Key features of the PRBS
The key features of the PRBS, as outlined in the amendments to the RT Act, are set out below. 
Renter eligibility for the PRBS
The PRBS will be available to Victorian renters who meet the eligibility requirements. As outlined in the RT Act, new Section 423G(2), renters must have an existing bond for a current rental agreement (held by the RTBA) to participate in the PRBS. They must be transferring this existing bond from one rental agreement to a new rental agreement within Victoria. Renters who have outstanding debt owing under the PRBS will not be eligible to continue participation in the PRBS.
Renters must also be listed on both the bond associated with the current rental agreement and the bond associated with the new rental agreement. In other words, the PRBS does not support splitting current bonds and transferring them into multiple new bonds for multiple new rental agreements, as may be the case for renters in share housing. For a bond to be transferred in share housing, all renters in a share house who have their names on the existing bond registered and the existing rental agreement must all be moving into the second property, and also have their names on the rental agreement for the second property. 
PRBS application fee for users
The amendments to the RT Act provide for an application fee to be prescribed to access the PRBS. This fee will enable cost recovery of the PRBS for the Government and is to be prescribed in the Regulations. This fee is non-refundable once the rental agreement on the second rented premises commences. However, if the request to transfer a bond between rented premises is unsuccessful (i.e. if the bond transfer application is processed but the rental agreement is terminated before the official start date), the transferred bond and the associated fee will be refunded.
Porting a bond to a new rented premises
Once a request to pay a bond for a new rental agreement is made by a rental provider or agent, the existing bond will be eligible to be transferred from the previous rental agreement to the new rental agreement. The amended RT Act states that if the rental bond for the new rental agreement exceeds the amount of the bond being transferred, the renter must pay the shortfall (to cover the difference) prior to transferring the bond. Alternatively, if the bond on the new rental agreement is less than the rental bond being transferred, renters will be refunded any surplus amount upon conclusion of the current rental agreement (after any claims on the current bond have been resolved). If a renter’s new rental agreement becomes invalid or is terminated, the bond will be returned to them. 
Claim payment under the PRBS
The Government will guarantee the full value of the bond to the original rental provider when a rental bond is ported to a new rented premises. This continues until any claim against the original bond is resolved. If a claim is made and agreed, the Government will distribute the rental bond amount to relevant parties, ensuring that the rental provider is not exposed to increased risk due to their renter’s participation in the PRBS. If a bond claim is disputed, the bond amount will be redistributed once an order is made through the existing claim review process, either through an order of the Victorian Civil and Administrative Tribunal or a court, or by a settlement agreement through Rental Dispute Resolution Victoria. Following this, the Government establishes a debt against the renter. 
Establishment of debt and referral for debt collection 
If a rental provider makes a claim on the original rental bond, the Government will pay the claim and a debt will be established with the renter. The amended RT Act specifies that the renter must pay this amount within 8 weeks after receiving the notice, or in accordance with the terms of a payment plan. 
Payment plans 
The amended RT Act states that payment plans will be available to eligible renters in certain circumstances that will be set out in the Transfer of Bond Guidelines (the Guidelines). The RT Act outlines that a payment plan may provide for the repayment of debt by instalments or by an extension of time to pay, or both. If the payment plan does not specify a due date for the payment of the full amount of debt, the renter must repay the debt 8 weeks after the payment plan commences. Payment plans commence when the first payment has been made. Further details on payment plans and the eligibility criteria for a payment plan will be outlined in the Guidelines.
Government action to recover debt 
If a debt is not repaid by the renter after 8 weeks of receiving the notice, or a renter has failed to comply with the terms of their payment plan, the amendments to the RT Act state that the Government may take action to recover the debt from the renter. The specific nature and timing of the Government’s debt recovery actions can be specified in the Regulations and the Guidelines. 
The amended RT Act also provides that fees may be prescribed to cover the costs of this internal debt recovery activity and will be added to the initial debt amount. This is intended to recover the costs of the debt recovery process from renters that cause those costs.
Referral of debt to a debt collection agency 
If the debt is still unpaid after internal debt recovery actions, amendments to the RT Act state that the Government may refer unrecovered debts to an external debt collection agency (DCA), who will further pursue this debt. 
If a DCA is engaged, the agency will recover PRBS debt in a manner that is compliant with:
· The Commonwealth Government’s Debt collection guideline for collectors and creditors, published by the Australian Competition and Consumer Commission (ACCC) and Australian Securities and Investments Commission (ASIC), and 
· Guidance published by Consumer Affairs Victoria.
Renters experiencing hardship can seek support to meet any debt that is owed to the State.
Transfer of Bond Guidelines
The amended RT Act enables the Government to establish the Guidelines for the operation of the PRBS. These Guidelines will cover:
· The administrative process, manner, conduct and timing of the Government’s debt recovery actions, including the eligibility requirements for renters wishing to enter payment plans.
· The definition of hardship and the eligibility requirements for renters’ debt to be written off in hardship circumstances.
[bookmark: _Toc221890886]Context for the introduction of the PRBS 
[bookmark: _Hlk219727368]In Victoria, there are more people renting than ever before, and for longer. Based on the 2021 Census, approximately 1.6 million Victorians live in rented dwellings. The proportion of renters in Victoria from 2006 to 2021 has increased from 24% to 29%.[footnoteRef:4] Over the past 10 years, the number of bonds held by the RTBA (as a proxy for the number of rental properties) has also increased by more than 30%.[footnoteRef:5]  [4:  Parliamentary Budget Office, Housing, home ownership and renting in Victoria: Submission to the inquiry into the rental and housing affordability crisis in Victoria, 2023, <https://static.pbo.vic.gov.au/files/PBO_Submission-to-inquiry-into-rental-and-housing-affordability-crisis-in-Victoria.pdf>]  [5:  Total number of bonds held over the past 10 years has risen from 567,550 in June 2015 to 736,352 in June 2025. See Residential Tenancies Bond Authority, Residential Tenancies Bond Authority Annual Report 2024–25, 2025, <https://www.consumer.vic.gov.au/library/publications/about-us/rtba/rtba-annual-report-2014-15.pdf>
 Residential Tenancies Bond Authority, Residential Tenancies Bond Authority Annual Report 2014–15, 2015, <https://www.consumer.vic.gov.au/library/publications/about-us/rtba/rtba-annual-report-202425.pdf>  ] 

Rising home prices have contributed to a growing proportion of Victorians renting. The ability to save for a home deposit and enter the housing market has been hindered by an increasing average ratio of rent-to-income and other cost of living pressures.[footnoteRef:6] As a result, many Victorians are spending more time in the rental market before seeking to buy a home. It takes the average Australian household over 12 years to save a 20% deposit for a typical home in 2025,[footnoteRef:7] compared to the 6 years it may have taken in the early 1990s.[footnoteRef:8]  [6:  Grattan Institute, Housing Affordability: Re-imagining the Australian Dream, 2018, <https://grattan.edu.au/wp-content/uploads/2018/03/901-Housing-affordability.pdf>]  [7:  Grattan Institute, Renting in retirement: Why Rent Assistance needs to rise, 2025, < https://grattan.edu.au/report/renting-in-retirement-why-rent-assistance-needs-to-rise/>]  [8:  Ibid.] 

Younger age cohorts are facing the sharpest decline in home ownership out of all age cohorts in Victoria. In 2001, 63% of Victorians aged 30 to 34 owned their home, but by 2021 that figure had dropped to 52%. Among those aged 25 to 29, home ownership fell from 47% in 2001 to just 37% in 2021.[footnoteRef:9] This has resulted in an overrepresentation of young people in Victoria’s rental market, relative to the general population. Younger people comprise the highest proportion of the state’s renters: Victorians aged 20 to 39 account for 45% of renters, despite representing less than 30% of the general population.[footnoteRef:10] [9:  Australian Government Institute of Health and Welfare, Home ownership rate (%), by age group, 1971-2021: Victoria, 2022, <https://www.housingdata.gov.au/visualisation/home-ownership/home-ownership-by-age-group>]  [10:  Australian Bureau of Statistics, ABS Table Builder, 2021 Census, 2021 (counting persons, place of enumeration)] 

With more people renting, Victoria’s rental market is becoming increasingly competitive. Rental affordability across Victoria has also decreased, leading to higher rates of financial stress and tenure insecurity.[footnoteRef:11] This is explored further below. The current state of Victoria’s rental market is important context for the problems the PRBS seeks to address, which are discussed further in Chapter 2 of this RIS.  [11:  Reserve Bank of Australia, Renters, Rent Inflation and Renter Stress, 2023, <https://www.rba.gov.au/publications/bulletin/2023/mar/renters-rent-inflation-and-renter-stress.html> ] 

Low vacancy rates and a shortage of rental supply in Victoria have made it increasingly competitive for prospective renters to secure housing.
The residential rental vacancy rate in metropolitan Melbourne is currently 2.4%,[footnoteRef:12] while in regional Victoria this figure sits at 1.8%.[footnoteRef:13] In addition to a growing population of renters in Victoria, a key driver of low vacancy rates is a declining supply of rental housing. In response to changes in interest rates, land taxes and broader cost of living issues, rental providers and investors have accelerated selling their properties, leading to a decline in rental housing supply.[footnoteRef:14] This is indicated by RTBA bond records, which show that since their peak in June 2023, the number of private rental bonds held by the RTBA has fallen by 23,259, or 3.4% to June 2025.[footnoteRef:15] Similar trends are also reflected in the number of rental listings. For example in March 2024, the number of rental listings were 24% lower in metropolitan Melbourne and 20% lower in regional Victoria than 10-year averages in these areas.[footnoteRef:16]  [12:  Victorian Department of Families, Fairness and Housing, Home Victoria Rental Report – June quarter 2025, 2025, <https://www.dffh.vic.gov.au/publications/rental-report>]  [13:  Ibid.]  [14:  Australian Broadcasting Corporation, Year of investor sell-off benefits homebuyers but shrinks Victorian rental stock by 24,000, 2025, <https://www.abc.net.au/news/2025-05-13/rental-bonds-victoria-investor-selloff/105283014> ]  [15:  Victorian Department of Families, Fairness and Housing, Rental Report statistics - June quarter 2025, 2025, <https://www.dffh.vic.gov.au/publications/rental-report>]  [16:  Commissioner for Residential Tenancies and SGS Economics and Planning, Renting in Victoria: 2024 Snapshot Technical Report, 2024, <https://www.rentingcommissioner.vic.gov.au/the-rental-sector/research/renting-in-victoria-2024-snapshot>] 

These factors have resulted in a highly competitive rental market. Prospective renters may apply for listings without prior viewing, apply for multiple listings with limited success or offer higher than advertised rents. 
In 2021, Victorian real estate agents or rental providers were legally banned from soliciting or promoting higher offers of rent than those listed on the advertisement of a rented premises. However, ongoing pressure on prospective renters to compete in a tight market has resulted in rental applicants making their own unsolicited bids by offering to pay higher weekly rent or to provide more than four weeks’ rent in advance. In further efforts to protect renters’ rights, reforms were made in November 2025 by the Government to outlaw all remaining types of rental bidding, with agents and rental providers now banned from accepting unsolicited offers of increased rent.[footnoteRef:17]  [17:  Consumer Affairs Victoria, No price, no ad – putting a stop to rental bidding, 2025 <https://www.consumer.vic.gov.au/latest-news/no-price-no-ad-putting-a-stop-to-rental-bidding> ] 

Rental affordability has significantly declined, with the market facing consistent rent increases.
Rental affordability has sharply declined in recent years. According to Homes Victoria’s Rental Report for the June 2025 quarter, median rents across metropolitan Melbourne and regional Victoria respectively increased by 2.5% and 5.0% in the 12 months prior to June 2025.[footnoteRef:18] The growth in metro and regional median rents outpaced the annual increase in the consumer price index (2.0%) over the same 12-month period. Regional rents outpaced the annual increase in wages (3.4%) in Victoria over the same 12-month period. [18:  Homes Victoria, Rental Report: June Quarter 2025, 2025, <https://www.dffh.vic.gov.au/publications/rental-report>] 

Renters are also having to spend more of their weekly income on rent. By comparing median weekly rents in Melbourne to median weekly household earnings, the implied ratio of rent-to-income has increased from an average of 25.1% between 2025-2022 (pre-COVID), to an average of 26.0% between 2023-2025 (post-COVID), after reaching a low of 22.2% in 2021 in 2021 (during COVID). 
Table 2: Ratio of median weekly rent to median weekly employee earnings, 2019-2025
	Financial Year
	Median Weekly Rent for Houses in Victoria[footnoteRef:19] [19:  Department of Families, Fairness and Housing, Rental Report, 2025, <https://www.dffh.vic.gov.au/publications/rental-report >] 

	Median Weekly Household Earnings[footnoteRef:20] [20:  Australian Bureau of Statistics, 2021 Census All persons QuickStats, 2025, <https://www.abs.gov.au/census/find-census-data/quickstats/2021/SOS20#:~:text=Table_title:%20Major%20Urban%20(Vic.)%20Table_content:%20header:%20%7C,weekly%20rent%20(b)%20%7C%202%2C098%2C025:%20$383%20%7C >] 

	Ratio of Rent to Income

	30 June 2025
	$550
	$2,098
	26.2%

	30 June 2024
	$540
	$2,007
	26.9%

	30 June 2023
	$480
	$1,920
	25.0%

	30 June 2022
	$420
	$1,838
	22.9%

	30 June 2021
	$390
	$1,759
	22.2%

	30 June 2020
	$399
	$1,691
	23.6%

	30 June 2019
	$400
	$1,623
	24.6%

	30 June 2018
	$395
	$1,555
	25.4%

	30 June 2017
	$380
	$1,487
	25.6%

	30 June 2016
	$360
	$1,419
	25.4%

	30 June 2015
	$350
	$1,351
	25.9%


Note: Median household income data is only available from the 2016 and 2021 census, indicating values of $1,419 and $1,759 respectively. All years in between have been estimated via linear interpolation. FY24 and FY25 have been estimated by taking the average annual growth between these years.
The effect of rising rents has been compounded by the increased frequency of rental increase requests. In the year prior to September 2023, the number of Notices of Rent Increases generated through VCAT’s Residential Tenancies Hub was equivalent to 58.4% of rental households in Victoria, an increase from 29.8% in the previous year.[footnoteRef:21]  [21:  Commissioner for Residential Tenancies and SGS Economics and Planning, Renting in Victoria: 2024 Snapshot Technical Report, 2024, <https://www.rentingcommissioner.vic.gov.au/the-rental-sector/research/renting-in-victoria-2024-snapshot>
Note: it is understood this estimate does not include Notices of Rent Increase issued outside the system, and that not every Notice of Rent Increase generated by the system is necessarily issued. ] 

Rising rents are also directly impacting the value of bonds requested by rental providers, which are typically one month of rent. This is reflected in the RTBA’s rental bond data, which shows that the number of bonds held increased by approximately 7% between 2021 and 2025, while the overall value of those bonds increased by 30% over the same period. Between June 2024 and 2025, the average value of bonds lodged increased by 8.9% to $2,570. Increasing rental bonds are exacerbating the current affordability challenges faced by renters, especially when renters are required to fund a new bond on a rented premises before their existing bond has been returned. 
Table 3: Summary of RTBA bond holdings, 2019-2025
	Financial Year
	Number of rental bonds held by RTBA [footnoteRef:22] [22:  Residential Tenancy Bond Authority, Annual Reports, <https://www.consumer.vic.gov.au/about-us/statutory-bodies-and-committees/residential-tenancies-bond-authority>] 

	Value of rental bonds held by RTBA [footnoteRef:23] [23:  Ibid] 

	Number of rental bonds lodged for year ending[footnoteRef:24] [24:  Ibid] 

	Value of rental bonds lodged for year ending[footnoteRef:25] [25:  Residential Tenancy Bond Authority, FY24 and FY25 data] 

	Average value of bond lodged
	

	30 June 2025
	736,352
	$1,545bn
	245,125
	$630m
	$2,570

	30 June 2024
	732,125
	$1.456bn
	245,744
	$580m
	$2,360

	30 June 2023
	738,414
	$1.384bn
	255,722
	$542m
	$2,119

	30 June 2022
	706,892
	$1.268bn
	257,767
	$492m
	$1,910

	30 June 2021
	686,167
	$1.242bn
	250,170
	$486m
	$1,943

	30 June 2020
	684,163
	$1.267bn
	253,650
	$522m
	$2,058

	30 June 2019
	669,688
	$1.218bn
	244,800
	$503m
	$2,056



Figure 2: Summary of RTBA bond holdings, 2019-2025
 [image: This graph shows the average bond value and the number of bonds lodged each year between 2019 and 2025.  ]
These conditions increase renters’ financial vulnerability, particularly for those experiencing financial hardship. Vulnerable cohorts are also overrepresented within Victoria’s rental market and may be particularly exposed to increasing uncertainty of the Victorian rental market and displacement pressures. For example, more than half (51%) of households that include an Indigenous person in Victoria are households that are renting.[footnoteRef:26] Other cohorts such as non-citizen recent arrivals and lone persons are also overrepresented in the profile of Victorian renters.[footnoteRef:27]  [26:  Commissioner for Residential Tenancies and SGS Economics and Planning, Renting in Victoria: 2024 Snapshot Technical Report, 2024, <https://www.rentingcommissioner.vic.gov.au/the-rental-sector/research/renting-in-victoria-2024-snapshot>]  [27:  Ibid. ] 

Benefits of the PRBS to renters 
The PRBS will provide financial relief for renters facing the financial burden associated with a double bond when transitioning between homes. The RTBA currently holds more than 736,000[footnoteRef:28] active bonds for Victorian rental agreements. It is expected that most renters who have paid these bonds will be eligible for the PRBS. Eligible renters will be able to participate in the PRBS on an opt-in basis. [footnoteRef:29]  [28:  Residential Tenancies Bond Authority, 2024-25 Annual Report, 2025, <https://www.parliament.vic.gov.au/4addce/globalassets/tabled-paper-documents/tabled-paper-9879/rtba-annual-report-2024-25.pdf>]  [29:  Parliament of Victoria, Consumer Legislation Amendment Act, 2025, <https://www.parliament.vic.gov.au/parliamentary-activity/hansard/hansard-details/HANSARD-974425065-33168>] 

The following table outlines some considerations associated with the PRBS that are relevant to different cohorts of renters. Data on each cohort’s reported experience of rental stress (defined as being in the position where rent payments are greater than 30% of household income), indicate that the cohorts that are most likely to benefit from the PRBS are single parents with children and individual renters. Though the PRBS may be particularly beneficial for renters in these cohorts, it will benefit all renters who choose to opt-in to the PRBS.  
Table 4: Potential benefits of the PRBS by cohort[footnoteRef:30]  [30:  Australian Bureau of Statistics, ABS Table Builder, 2021 Census, 2021 (selected dwelling characteristics). Cohorts presented account for 97.7% of households residing in rented dwellings in Victoria. Households not represented here include multi-family households, visitor only households and other unclassified households. Rental stress is defined as households where rent payments are more than 30% of household income. ] 

	Cohort
	Description
	Likely benefit from the PRBS

	Individuals
	People living alone comprise 29% of the private rental market in Victoria. 
Individual renters are most likely to be over 30 years old, with 43% of Victorian renters living alone aged 50 and over. Individual renters are relatively immobile, with 70% of individual renters reporting that they did not move in the past year in the 2021 Census. 
	This cohort is likely to experience some benefit from the PRBS. While the data shows that individuals are relatively less mobile, 51% of this cohort are reported to experience rental stress. Noting the age profile of this cohort, older Australians (aged over 55) living independently are more susceptible to financial stress.

	Single parents with children
	Single parent households comprise 14% of the private rental market in Victoria. 
73% of single parent households reported that they did not move in the past year in the 2021 Census.
	This cohort is likely to benefit significantly from the PRBS, given 48% of this cohort are reported to experience rental stress. However, there is still relatively low mobility between properties by this cohort, likely due to avoiding disruptions for children. 

	Couples with children
	Single family households (i.e. couples with children) comprise 23% of the private rental market in Victoria.
As a cohort, families who rent are relatively immobile, with 70% of single-family households reporting that they did not move in the past year in the 2021 Census.
	This cohort is likely to moderately benefit from the PRBS. This cohort has relatively low mobility between properties, likely due to avoiding disruptions for children (especially those with children enrolled in school), and 20% of this cohort have reported rental stress.

	Couples without children
	Couples without children comprise 21% of the private rental market in Victoria. 
Relative to couples with children, couples without children are more mobile, with 42% of households reporting that at least one member moved in the past year in the 2021 Census.
	This cohort is likely to moderately benefit from the PRBS. While this cohort is relatively more mobile than others, only 18% report rental stress. Further, 69% of couples without children who rent are aged 20 to 39, suggesting that many in this cohort leave the rental market in midlife once they purchase a property. 

	Group households
	Group households comprise 12% of the private rental market in Victoria. 
81% of people living in group households are aged 20-39. As a cohort, group households are the most mobile cohort of renters in Victoria, with 60% of group households reporting that at least one member moved in the past year in the 2021 Census. 
	Despite having the highest level of rental mobility, this cohort is likely to have a lower benefit from the PRBS. 
The PRBS will not allow bonds to be split for the purposes of porting a bond. This means one bond cannot be split and ported to multiple new properties or partially repaid to some renters and ported for others.
Multiple renters can port a bond under the PRBS. For this to take place the following needs to exist:
· All renters moving into the new rented premises are on the lodged bond being ported. These renters must be the only renters named on the lodged bond.
· All renters on the bond being ported are on the rental agreement for the original rented  premises and on the new rental agreement the bond is being ported to.
‘Share house’ arrangements and sub-leases may increase potential for dispute as to which renter is responsible for repaying debt associated with a transferred rental bond.
However, those that are eligible would likely experience some benefit from the PRBS, noting that 24% of this cohort are reported to experience rental stress.


[bookmark: _Toc221890887]Introduction of the PRBS provides a more accessible alternative to the private bond loan market
The establishment of the PRBS also introduces an alternative to the bond loan (private credit) market, whereby renters have historically had as an option if they required short-term liquidity assistance. In this sense, private bond loans function as a parallel solution to the PRBS although demand for private credit may reduce. The competitive dynamics are explored further in Section 6.5 of this RIS. 
Current legislative and regulatory framework for bonds  
The RT Act is the primary piece of legislation that regulates rental agreements in Victoria. It sets out the rights and responsibilities of renters and residents, rental providers and owners of rented premises. The RT Act has several sets of regulations that are attached to it, including the Residential Tenancies Regulations 2021.
The RT Act provides the ability for rental providers to request a bond. A bond is a payment that rental providers can request from renters at the start of a rental agreement. It acts as financial protection for the rental provider and can be used to cover some costs they may have to pay when the renter moves out (e.g. for damage to the property). Bonds are held in trust by the RTBA, a statutory authority within the Department of Government Services. Current arrangements for rental bonds are legislated and regulated through the existing RT Act and the Residential Tenancies Regulations 2021. 
At a high-level, the current arrangements (including legislative, regulatory and administrative arrangements) for rental bonds include:[footnoteRef:31]  [31:  This information is summarised from publicly available information on Victoria’s current framework for bonds. See: Consumer Affairs Victoria, Bond, 2025, <https://www.consumer.vic.gov.au/housing/renting/rent-bond-bills-and-condition-reports/bond>] 

· A bond is not mandatory. The RT Act and the Residential Tenancies Regulations 2021 do not require a provider to request a bond. However, any renter who signs a rental agreement can be asked to pay a bond. 
· There is no timeframe for requesting a bond. However, it is standard practice to request a bond after the rental agreement is signed and before the renter moves in.
· Maximum bond amounts often apply. If the weekly rent is less than $900 per week, the bond amount must not be more than one month of rent.[footnoteRef:32]  [32:  Section 31(1) of the RT Act provides for the maximum amount of bond to be one month’s rent unless the weekly amount of rent exceeds the prescribed amount. Regulation 17 provides that the prescribed amount is $900. Consumer Affairs Victoria, Bond amounts and payments, 2025, <https://www.consumer.vic.gov.au/housing/renting/rent-bond-bills-and-condition-reports/bond/bond-amounts-and-paying-a-bond>] 

· Renters can pay the bond by paying the rental provider, who then pays the amount to the RTBA during the bond lodgement. The rental provider must lodge the bond with the Residential Tenancies Bond Authority (RTBA) within 10 business days of receiving payment.[footnoteRef:33] Alternatively, renters can pay the RTBA directly during the bond lodgement. [33:  Per Section 406 of the RT Act, see Parliament of Victoria, Residential Tenancies Act 1997, <https://content.legislation.vic.gov.au/sites/default/files/2025-11/97-109aa111-authorised.pdf>] 

· If a bond is paid, the rental provider must give the renter a condition report specifying the state of repair and general condition of the premises. This report is used to compare the condition of the property at the beginning of the rental agreement to the end.
· The bond is returned to renters when they move out at the end of the rental agreement, unless there is a reason for the rental provider to claim some or all of the bond. These reasons could include damage to the property (beyond fair wear and tear), if rent is owed after the rental agreement has ended, if the property is not left reasonably clean, if there are missing items, or if certain changes were made to the property without permission.
· The RTBA only repays a bond when there is agreement between the rental provider and renter(s) on how it should be repaid. This is done through a bond claim, which is a form which tells the RTBA how a bond should be repaid. 
· If agreement cannot be reached, renters or the rental provider can apply to Rental Dispute Resolution Victoria (RDRV) for help to reach agreement. Victorian Civil and Administrative Tribunal (VCAT) may also decide the outcome of the bond claim. 
More broadly, there have been several other legislative and regulatory reforms that aim to improve equity and safety of the rental market. These reforms have included:
· Limiting reasons that can be cited by rental providers to end tenancies.[footnoteRef:34] [34:  Per Section 91B of the RT Act, see Parliament of Victoria, Residential Tenancies Act 1997, <https://content.legislation.vic.gov.au/sites/default/files/2025-11/97-109aa111-authorised.pdf>] 

· Prohibiting certain information requests by rental providers, including that the rental provider must not require rental applicants to disclose their rental bond or claim history.
· Mandating reporting requirements for the condition of the rental property by the landlord.
· Changing the allowable property modifications which can be made by renters.
· Maintaining safety-related checks and expanding the definition of urgent property repairs to be carried out by rental providers.  

[bookmark: _Toc221890888]Regulatory approaches in other Australian jurisdictions
At present, New South Wales and Queensland are actively developing portable rental bond schemes, which remain in the planning stages and are not yet operational. Other states do not offer these schemes but there are various forms of rental bond financial assistance available which are summarised in the table below.
Table 5: Bond assistance schemes in place in Australia
Program development in progress within the specified state
[image: Checkmark with solid fill]
  Program is currently active within the specified state
[image: Clock outline]
Program is in development but not currently active
[image: Close with solid fill]
  Program is not available within the specified state

	State or Territory
	Portable Rental Bond Schemes
	Rental bond loans (various)
	Bond guarantees
	Rent and rental bond grants

	VIC
RentAssist bond loans provide an interest-free loan to vulnerable cohorts to cover their rental bond, which is lodged with the RTBA. Loan limits depend on property size and are shared equally among renters. The RentAssist program began on 1 January 2024, replacing the Homes Victoria bond loan scheme which had been in operation since October 2020.
	[image: Clock outline]
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	[image: Close with solid fill]

	ACT
Housing ACT can cover up to 100% of the bond required for a private rental, with interest-free repayments made in small instalments over a period of up to two years. To apply, applicants must not yet have paid their bond.
	[image: Close with solid fill]
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	QLD
QLD is developing a Portable Rental Bond Scheme. In the interim, a Bridging Bond Loan scheme has been implemented as an interest-free loan of up to 4 weeks’ rent, available to eligible renters awaiting the release of their previous bond.
In addition, Queensland offers the Bond Loan Plus, providing up to 6 weeks’ rent (an increase of 2 weeks compared to the standard) and the Rental Grant offering a one-off payment of up to two weeks’ rent to help with moving costs, which does not need to be repaid.
	[image: Clock outline]
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	NSW
NSW provides eligible renters with an interest-free government loan through the RentStart Bond Loan, which covers up to 100% of their rental bond with repayments spread over 12-18 months. A new Portable Rental Bond Scheme (in development) will enable eligible renters to digitally transfer their bond. It has been proposed that participants will need to pay an application fee. The scheme has not been implemented yet.
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	NT
Bond assistance provides up to 4 weeks’ rent as a bond and optionally 2 weeks’ rent in advance for private rentals, with repayments made interest-free over 18 months or less. Applicants must apply before paying the bond and can only request the portion they are responsible for if sharing.
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	SA
The SA Housing Trust provides Bond Guarantees for up to 4–6 weeks’ rent, Rent in Advance (up to 2 weeks within a 4-week limit over 2 years) and Rent in Arrears (to prevent eviction). The latter two options are grants that generally do not need to be repaid.
	[image: Close with solid fill]
	[image: Close with solid fill]
	[image: Checkmark with solid fill]
	[image: Checkmark with solid fill]

	TAS
Private Rental Assistance (PRA) provides one-off grants to eligible low-income renters, helping with costs such as bond, rent in advance, rent arrears, removal expenses, or storage fees for people escaping family violence. 
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	[image: This diagram shows the 3 stages of the debt recovery process]

	WA
Eligible low-income renters can access interest-free loans for rental bonds and up to two weeks’ rent, with repayments starting at $25 per fortnight. Applicants must meet income and asset limits, and rent cannot exceed 60% of gross income. After approval, renters submit a rental provider-signed form for payment or apply for a refund within eight weeks if costs were already paid, providing proof and evidence of bond lodgement.
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[bookmark: _Toc221890889]About the Regulatory Impact Statement
This RIS considers two main aspects of the PRBS that need to be set out in the Regulations to address a set of problems identified in Chapter 2. These two aspects are the prescribed application fee options for the PRBS and the prescribed debt recovery fee options that will be taken by the Government. 
The RIS explores several options for prescribing fees that have been considered by the Government (Chapter 4). It then assesses these fee options using a multicriteria analysis (Chapter 5) to determine which fee option best aligns with the Government’s objectives (Chapter 3). The preferred fee option is detailed in Chapter 6, alongside 10-year cash flow projections for the operation of the PRBS. 
Chapter 6 discusses the debt recovery arrangements envisioned for the PRBS, including the proposed debt recovery actions to be prescribed, and the outcomes of a sensitivity analysis on the assumptions that informed the estimated debt recovery rate for the PRBS. The remainder of the RIS outlines additional details about the planned operation of the PRBS that will be developed through guidelines (Subchapter 6.4), implementation considerations (Chapter 7) and an evaluation strategy (Chapter 8).
The RIS has been prepared through consultation and engagement with Better Regulation Victoria (BRV). It is informed by BRV’s Victorian Guide to Regulation which states the importance of regulations being effective and efficient, clear for stakeholders with an approach consistent with other regulatory obligations, proportionate to the scale of the problem and flexible to changes in broader society across Victoria. 


[bookmark: _Toc221890890]Problem Identification
This chapter briefly summarises the key policy problems that gave rise to the Government’s commitment to introduce a PRBS and the key issues that require the Regulations to be created.  
[bookmark: _Toc221890891]Policy problems
Renters often pay for a bond on a new rental agreement before their current bond has been returned, leading to financial burden
The primary policy problem that the PRBS seeks to address is the financial strain experienced by renters in the current bond system when having to fund the bond on a new rental agreement before their previous bond has been returned to them. Under the current regulatory framework, renters are required to pay a bond (normally equivalent to a month’s rent) upon signing the lease for a rental agreement. This bond is then returned when they move out of the rented premises and any claims on the bond have been finalised. The problem arises when renters are moving between homes and are required to pay a new bond before their previous bond is refunded. This results in a period where renters are covering the costs of two bonds, which can leave them significantly out-of-pocket. The harm associated with this is that renters may be subject to financial stress on top of existing cost of living pressures. 
This period of financial strain is prolonged for renters in especially competitive rental markets, where high demand for rental properties may make it difficult to exactly align the start date of a new rental agreement with the end date of an existing one. Due to the unreliability of finding housing quickly in these markets, renters may have to secure a new rental agreement, and commence rental payments, prior to providing notice to their existing rental provider (usually 28 days). This may also extend the period for which they are left out-of-pocket for more than one bond. The extent of this problem has not yet been quantified. However, qualitative research by the Australian Housing and Urban Research Institute (AHURI) demonstrates that nationally, the competitiveness of multiple rental markets has resulted in renters paying double rent to secure housing, often causing financial stress.[footnoteRef:35]  [35:  Australian Housing and Urban Research Institute (AHURI), Post pandemic landlord–renter relationships in Australia, 2020. <https://www.ahuri.edu.au/sites/default/files/migration/documents/AHURI-Final-Report-344-Post-pandemic-landlordrenter-relationships-in-Australia.pdf> 
Realestate com.au, The best time of year to nab a rental according to the property data, 2024. <https://www.realestate.com.au/news/the-best-time-of-year-to-nab-a-rental-according-to-the-property-data/>] 

The financial burden associated with paying a double bond is exacerbated for renters navigating bond disputes. Following the end of a rental agreement, a bond refund can only proceed once all parties have agreed on how the bond is divided. Any disputes need to be made to Rental Dispute Resolution Victoria (RDRV) or be escalated to VCAT, which can delay the refund of the bond to the renter. While renters can make a claim on the bond themselves, Consumer Affairs Victoria notes that this route results in a longer refund timeframe, often between 14 and 20 business days, to allow for necessary notice and dispute periods.[footnoteRef:36]  [36:  Consumer Affairs Victoria, Bond claims and refunds, <https://www.consumer.vic.gov.au/housing/renting/rent-bond-bills-and-condition-reports/bond/bond-claims-and-refunds>] 

The financial strain associated with a double bond payment affects all renters who move between rental properties. It is understood that a small proportion of renters who move out of a rented premises transition out of the rental market. For example, each year approximately 10% of renters aged 18 to 32 years old transition into another form of accommodation, such as home ownership or moving back into their parents’ home.[footnoteRef:37] The average bond amount lodged with the RTBA in 2025 was $2,570,[footnoteRef:38] meaning that a renter paying a double bond (while awaiting a bond refund) would need to fund, on average, an additional ~$2,600.  [37:  Australian Housing and Urban Research Institute, Transition into home ownership: a quantitative assessment, 2023, <https://www.ahuri.edu.au/sites/default/files/documents/2023-07/AHURI-Final-Report-404-Transitions-into-home-ownership-a-quantitative-assessment.pdf>]  [38:  Residential Tenancies Bond Authority, RTBA data (FY25 data)] 

Each year, the burden of paying a double bond is expected to cost renters in Victoria approximately $0.7m (in 2025-26 dollars) in lost interest that otherwise could have accrued.[footnoteRef:39] This substantial cost is currently shouldered by a significant portion of renters finalising claims against bonds or awaiting the resolution of a bond dispute. As per the RTBA Annual Report for 2024-25, 35% of bonds returned in 2024-25 had a claim made against them, meaning that for up to 35% of rental agreements that ended that year,[footnoteRef:40] bond refunds to renters may have experienced some additional delay while the claim amount was agreed between parties.  [39:  Based on 2-week bond re-payment duration from Consumer Affairs Victoria (this is the maximum and some would apply earlier, but this may be offset by any disputes – as such, 2 weeks has been assumed), which would be accruing at ~5% interest rate (current interest rates for high interest savings accounts) on the value of bonds expected to participate in the PRBS (379m) – this represents the interest the Government accrues on the holding of double bonds, which is also the interest foregone for renters in the absence of a dual bond requirement (Double Bond Interest = 5% * 379m * 2/52 = $0.7m)]  [40:  Residential Tenancies Bond Authority, Annual Report 2024-25, 2025, <https://www.parliament.vic.gov.au/4addce/globalassets/tabled-paper-documents/tabled-paper-9879/rtba-annual-report-2024-25.pdf>  ] 

In addition to this, 4% of bond claims made in 2024 were escalated to VCAT, further extending the delay of bond refunds and thus the period of double bond payment for renters.[footnoteRef:41] If the bond claim is disputed, it takes on average about 13 days to resolve through RDRV,[footnoteRef:42] or about 6 weeks at VCAT,[footnoteRef:43] but can take several months in some cases.   [41:  Ibid.]  [42:  Premier of Victoria, Resolving Rental Disputes Fast Fair and For Free, 2025, <https://www.premier.vic.gov.au/sites/default/files/2025-09/250913-Resolving-Rental-Disputes-Fast-Fair-And-For-Free.pdf>]  [43:  Victorian Civil & Administrative Tribunal (VCAT), 2024-25 Annual Report, 2025, <https://www.vcat.vic.gov.au/news/annual-report>] 

Both renters and rental providers face administrative burdens through the current rental bond process
The current rental bond process involves double handling of bond amounts by rental providers and additional steps between renters and rental providers to request a bond refund. This creates administrative burden and can introduce time delays for renters and rental providers. 
Under the existing model, renters can pay the bond amount to a rental provider, who then lodges the bond with the RTBA or, after the rental provider lodges the bond lodgement form, the renter can then pay the bond directly to the RTBA. At the end of a rental agreement, the renter will vacate the rental property and the rental provider will undertake a final inspection, which will inform the bond claim amount. Rental providers typically start the bond claim process on behalf of the renter through RTBA Online, once the parties have agreed on the repayment of the bond.[footnoteRef:44] Under the PRBS, the transfer of bond process will be completed by the renter after the rental provider has submitted the bond lodgement form through RTBA Online. This will reduce administrative processes.  [44:  Rental agents or property managers start the bond claim process for approximately 93% of bond claims. In 2023-24, 19,441 claims were initiated by renters (approximately 7% of total bonds repaid that year). RTBA Annual Report, 2023-24. ] 

[bookmark: _Toc221890892]Defining the base case
In this RIS, the base case is defined as the scenario where the Regulations are not introduced, but where the PRBS would operate as outlined in the amendments to the RT Act. In this scenario, and as outlined in the new Section 423A of the amended RT Act, the Secretary would have administrative power to:
· administer the transfer of bonds,
· assess renters’ eligibility for the scheme,
· direct the RTBA to transfer bonds held to certain rental agreements to other rental agreements,
· direct the RTBA to pay claims for repayments of bonds in relation to rental agreements after the bonds have been transferred, and
· issue the Guidelines for the operationalisation of the PRBS.
The absence of the Regulations in this scenario would prevent any fees from being charged in relation to the PRBS, and prevent the Government from taking defined actions to recover unpaid debts established through the PRBS. Specifically, this means: 
· the application fee for the PRBS would be set to $0,
· the debt recovery fee for overdue debts would be set to $0, and 
· there would be no prescribed administrative processes, manner or conduct for the recovery of debts due to the State. (Note that new Section 7 of the amended RT Act states that the Regulations are to prescribe debt recovery actions such as notices of debt, reminder notices, final reminder notices or notices of final demand).
Without fees, the Government would not be able to recover the costs of operating the PRBS. Instead, these costs would be paid for through general tax revenue. The cost of operating the PRBS is estimated at approximately $2.9 million for 2026-35 on average per year, plus a level of debt write off, as outlined in Chapter 5. 
Debt collection action and fees are intended to be prescribed in the Regulations. If the Regulations are not made, then actions by the Secretary which are outlined in the amended RT Act as ‘being prescribed’ cannot be taken by Government to recover unpaid debts. There would also be a lack of clarity about the arrangements for when and how the Government could refer debts to a DCA. This scenario would result in uncertainty for renters and limit the effective administration of the scheme. 
Rental bond reform outside of the Regulations
Beyond the absence of the Regulations, the base case is characterised by other recently legislated rental reforms, such as reforms to the evidence requirements for bond claims. The amended RT Act will deliver renter protection reforms, announced on 30 October 2024, that will complement the PRBS by introducing documentary evidence requirements for bond claims made by rental providers or their agents. 
The aim of this reform is to address renters’ vulnerability to baseless or inflated bond claims, which can create financial stress, particularly on top of other cost of living pressures. Under the new requirements, rental providers or their agents will need to provide supporting documentary evidence to a renter three days before a bond claim is made to reduce the practice of lodging baseless bond claims.[footnoteRef:45] Documentary evidence will include an invoice, receipt, quote, photograph or any other evidence prescribed in the relevant regulations.  [45:  This problem is discussed in the following report by Anika Legal. See: Anika Legal, Brorken Bonds, 2024. <https://www.anikalegal.com/blog/broken-bonds/Broken Bonds | Anika Legal>] 

Amendments to the RT Act also introduce an offence with penalties to rental providers or agents who make an application to VCAT without supporting documentary evidence or if the supporting documentary evidence conflicts with a statement in a condition report. 
This reform is expected to reduce the number and value of bond claims by rental providers, especially spurious claims, and will support renters who wish to negotiate the claim amount. Evidence requirements for bond claims may alter the base case for the PRBS over time. This would occur if the reform resulted in fewer bond claims being placed via the PRBS, and the value of bond claims possibly being lower. Consequently, this may reduce the level of debt established by the Government via the PRBS and thus reduce the balance of unrecovered debt. 
The amendments to the RT Act that give effect to this reform can be found in Part 2 Division 2 of the Consumer Legislation Amendment Act 2026. These amendments will commence on 13 October 2026 or earlier on a day or days to be proclaimed.
[bookmark: _Toc221890893]Problems to be addressed in this RIS
The central problems addressed in this RIS include: 
· the need for fees to be charged to recover the Government’s costs of operating the PRBS, and 
· the need for prescribed debt recovery actions and notices, to be outlined in the Regulations, that Government can take and issue to recover unpaid debts established through the PRBS. 
It is anticipated that the provisions establishing the PRBS will be operational in mid-2026. Without the Regulations, there will be no ability for Government to charge fees associated with a renter’s participation in the PRBS, no prescribed actions in regulations to support the Government to recover debt and no ability to charge fees to recover the costs of these debt recovery actions. In this scenario, the PRBS’s operational costs would not be recovered and the debt write off for the Government is likely to be substantial.
Absence of PRBS fees 
The amendments to the RT Act provide the ability for the Government to prescribe certain fees related to the PRBS. This includes a fee associated with a renter’s application to transfer a bond under the PRBS (an application fee) and a fee associated with debt recovery actions taken by the Government (a debt recovery fee). Although this legislative framework for charging fees for the PRBS exists, in the base case there are no regulations prescribing these fees. The Regulations will provide the legal and administrative basis for Government to charge fees at a level that supports cost recovery for the PRBS. 
In the base case scenario, without the Regulations, the PRBS application fee would be set to $0. Victorian taxpayers would effectively bear the burden of funding the PRBS (estimated for 2026-35 at approximately $2.9m per year on average, plus any debt write off, as outlined in Chapter 5) rather than PRBS users. This is inconsistent with the principles contained in the Pricing for Value Guide established by the Department of Treasury and Finance. Principle 1 notes the PRBS should operate with the aim to recover the full costs of services provided to ensure efficient resource allocation. Principle 2 notes participants in the PRBS should be required to pay associated costs. 
Prescribing fees is also a mechanism for Government to limit the potential level of debt (and subsequent debt write off) established via the PRBS. Without a debt recovery fee, renters may not have a strong incentive to pay a debt on time, and the Government would not be able to recoup the costs of debt recovery activities. This would result in other PRBS users or general taxpayers having to absorb these costs, even if they did not generate them. 
Similarly to the lack of application fees in the base case, the lack of debt recovery fees is inconsistent with Principle 1 and 2 of the principles in the Pricing for Value Guide. Without debt recovery fees, the cost of debt recovery actions is not recovered by government (failing to fulfil Principle 1) and there is no process to ensure that renters with outstanding debts pay the costs associated with debt recovery (failing to fulfil Principle 2). The absence of debt recovery fees also does not align with Principle 8 in the Pricing for Value Guide, which states that pricing should support positive behaviours. Prescribing a debt recovery fee supports Government to manage its risk and exposure to unrecovered debt and therefore supports the sustainability of the PRBS. 
Absence of PRBS debt recovery processes 
As stated, though the amended RT Act outlines the debt recovery actions that are to be prescribed in the Regulations, without the Regulations being made, none of these actions can be taken by Government. The absence of a debt management and recovery process, including debt recovery actions, inhibits the Government’s ability to recover unpaid debts under the PRBS and may lead to high levels of written-off debt. 
As outlined in Subchapter 1.1, a renter may have a debt established with the Government if a claim is paid against the original rental agreement bond. If renters have not paid their debt within the required timeframe of 8 weeks, the amended RT Act enables the Secretary to take prescribed debt recovery actions to recover debts before referring that debt to a DCA. These prescribed debt recovery actions will be stated in the Regulations, to ensure they are set out transparently and are publicly available.  
Without the Regulations outlining the Government’s actions for recovering debt, the following problems may arise: 
· there would be significant uncertainty amongst renters associated with the debt recovery processes and the degree of enforcement taken by the Government related to the payment of debt and 
· the Government would not be able to take a standardised approach to debt recovery, which could risk varied or inequitable treatment of unrecovered debt. 
These issues may limit the Government’s ability to recover unpaid debts and could lead to higher levels of written-off debt, directly impacting the financial viability of the PRBS.  



[bookmark: _Toc221890894]Objectives
This chapter outlines the broad objectives of rental bond reform in Victoria and the policy objectives for prescribing fees and debt recovery actions to support the PRBS. In recognition of the fee setting-element of this RIS, the Government’s Pricing for Value Pricing Principles are also outlined. 
[bookmark: _Toc221890895]Government’s broader policy objectives
Victoria’s Housing Statement recognises that housing affordability in Victoria and across Australia is at its lowest in decades and articulates its central objective of improving housing affordability and supply across the state. To do this, the Statement sets a target to build 800,000 homes in Victoria over the next decade and to build the supporting infrastructure needed to accommodate this increased housing supply. In support of this target, the Government plans to undertake activities such as reforming the State’s planning system to accelerate the delivery of housing projects, foster community in housing developments that are proximate to places of work, strengthening protections for renters and building more social and affordable housing. At a high level, the Statement identifies five objectives to address housing supply and affordability in Victoria, which are:
· Good decisions, made faster, 
· Cheaper housing, closer to places of work, 
· Protecting renters’ rights, 
· More social housing and 
· A long-term housing plan.
Additionally, the Government’s Pricing for Value Pricing Principles should also be considered in relation to any pricing options. Of the 12 principles outlined in Pricing for Value, 8 key principles have been identified as relevant to the establishment of fees and debt recovery arrangements for the PRBS:
· Principle 1: Agencies should aim to recover the full costs of service provision to promote efficient consumption.
· Principle 2: The cost of service provision should be borne by those who benefit from the service.
· Principle 3: Services creating broad benefits for the community should be priced to support efficient consumption.
· Principle 5: The price of services should not limit access to those with a lower ability to pay.
· Principle 8: Pricing should support positive behaviours.
· Principle 9: Pricing should ensure sustainable usage of public services and reflect the value of natural resources.
· Principle 10: Where services are in competition with the private sector, pricing should be relative to market prices.
· Principle 11: Pricing structures should be easy to understand and simple to administer.
Further detail is provided in Appendix C. 
[bookmark: _Toc221890896]Objectives of these Regulations
Objectives of fees for the PRBS
The table below describes the Government’s policy objectives for any fees that may be prescribed through the Regulations. 
Table 6: Policy objectives for fees to be prescribed for the PRBS
	Objective
	Description

	Effectiveness
	The fees should encourage participation in the PRBS.

	Efficiency
	The fees should enable recovery of PRBS operating costs for the Government.

	User pays for costs  
	The fees should fairly reflect individuals’ participation in the PRBS. 

	Equity and fairness 
	The fees do not disproportionately or unfairly limit access to those with a lower ability to pay.


Objectives of debt recovery actions for the PRBS
The table below describes the Government’s policy objectives for any debt recovery actions prescribed through the Regulations.
Table 7: Policy objectives for debt recovery actions to be prescribed to support the PRBS
	Objective
	Description

	Efficient and effective debt recovery arrangements 
	Debt recovery actions should be designed to encourage timely repayment of bond claims, as well as to recover any unpaid debt.  

	Minimise impost to Government 
	Debt recovery actions should be designed to minimise the administrative and cost impost to the Government as the guarantor of the ported bonds. 

	Fairness 
	Debt recovery actions should offer renters a reasonable amount of time for repayment and account for individual circumstances and hardship.

	Simplicity
	Debt recovery actions should be easy to understand and simple to administer.




[bookmark: _Toc221890897]Options 
The Government has identified a range of options as part of developing the Regulations that will support the operation of the PRBS. This chapter outlines the options considered for analysis in this RIS. 
[bookmark: _Toc221890898][bookmark: _Ref189049944][bookmark: _Toc189234426]Approach to developing options 
As outlined in Subchapter 2.2, this RIS seeks to address two problems that would otherwise occur in the base case: 
· The absence of any fees related to the PRBS inhibits the cost recovery and sustainability of the scheme.
· The absence of a debt management and recovery process, including debt recovery actions, inhibits the Government’s ability to recover unpaid debts under the PRBS and may lead to high levels of written-off debt.
In accordance with the Subordinate Legislation Act 1994 (the SL Act), which governs the development and establishment of statutory rules and legislative instruments in Victoria, and the Victorian Guide to Regulation, the Government has considered a range of options to address the identified problems. This has included considering co-regulation, non-regulatory approaches, and strategies that reduce the burden on both industry and/or the community. 
The following processes were conducted to identify feasible options to address the two problems identified in this RIS:
· considering which design elements of the PRBS are most suited to being included in the Regulations or Guidelines and the appropriate level of detail to include in these instruments,
· performing a comprehensive analysis of the cost base of the operational expenses related to the function and regulation of the proposed PRBS,
· comparing rental bond loan schemes and proposed portable rental bond schemes in other jurisdictions,
· engaging with various Government agencies and departments on the design of comparative debt recovery mechanisms, and
· utilising this information to review a broad spectrum of options, followed by proposing several options for detailed analysis.
This chapter of the RIS outlines: 
· The proposed debt management and recovery process for the PRBS, including the aspects which are proposed to be set out in the Regulations and the Guidelines, and the considerations which informed the design of the proposed process.
· Options for prescribing fees in the Regulations to support the PRBS, which are further analysed and assessed in this RIS. These options include:
1. Options for an application fee
2. Options for a debt recovery fee. 
[bookmark: _Toc220522653][bookmark: _Toc221890899]Debt management and recovery process
A debt management and recovery process for the PRBS is an important mechanism to ensure the Government can recover any unpaid debts that are established through the PRBS, thereby ensuring the PRBS is financially sustainable. This is balanced against the need to ensure fairness, by offering renters a reasonable amount of time for repayment, accounting for individual circumstances and hardship.
The amendments to the RT Act provide a high-level framework to support Government to recover unpaid debts, but do not define the process or timing for how the various mechanisms will operate. As outlined in Chapter 1, this framework includes four key stages: issuing an invoice, debt recovery actions undertaken by the Government, referral of debt to a DCA and, if the debt is not recovered by the DCA, the management of the debt will be completed by the Government with a mechanism to recover any outstanding debts from a renter’s second bond. The amended RT Act also provides for payment plans, which are to be further outlined in the Guidelines. This RIS does not include options for further impact analysis, however the rationale for the proposed process has been detailed as part of this chapter. A sensitivity analysis is undertaken to understand how variations to the proposed debt recovery process impact the overall effectiveness of debt recovery and the projected cash flows of the PRBS (see Subchapter 6.3). 
Outline of the proposed debt management and recovery process
Based on the requirements set out in the amended RT Act, the Government has defined the following key stages in the debt management and recovery process as being:
· Stage 1A: Invoice for payment issued to renter for payment within 8 weeks. New Section 423Z (5)(a) of the amended RT Act outlines that no debt recovery action can be taken within the first 8 weeks of the renter receiving the notice for payment.
· Stage 1B: Internal debt recovery process by Government for overdue debts. New Section 423Z (3) of the amended RT Act outlines that the Secretary may take prescribed debt recovery actions. 
· Stage 2: External debt recovery if debt remains unpaid. New Section 423ZA (1) of the amended RT Act outlines that the Secretary may refer a debt due to the State by a renter to a DCA for recovery.
· Stage 3: The Government takes over the debt management process if the debt remains unpaid. New Section 423ZB of the amended RT Act outlines that the unrecovered debt (including any fees that have been added to the debt) may be recovered from the bond of the second rented premises once the second rental agreement has terminated and if there are no outstanding bond claims in relation to that agreement. This recovery mechanism can occur during stages 1B, 2 or 3, depending on when the renter’s second rental agreement has terminated.
This is illustrated in Figure 3 below, with further detail on the proposed process provided in the remainder of this chapter. 
Figure 3: Stages in the debt management and recovery process for the PRBS
[image: This diagram shows the 3 stages of the debt recovery process]
Stage 1A: Invoice issued to renter 
Once a claim has been made against a renter’s bond, an invoice will be issued to the renter that outlines: 
· A bond claim has been paid by the Government on behalf of the renter, and that a debt has been established for the renter
· The amount due to the State with a due date at the end of 8 weeks from the issuing of the invoice (or a date specified in a payment plan)
· The processes for debt management and recovery that will take place. This includes the options for payment plans. 
The Guidelines will set out the criteria and processes and timeframes for payment plans.
Stage 1B: Government action to recover debt 
If a debt is not repaid by the renter after 8 weeks of receiving the invoice, or a renter has failed to comply with the terms of their payment plan, the amendments to the RT Act states that the Government may take prescribed debt recovery actions to recover the debt from the renter. 
In designing the internal debt recovery process and considering which aspects of this process should be prescribed within the Regulations, the Government has considered the new Section 511(1) (fh) of the amended RT Act, which makes direct reference to the issue of notices to be included as part of the administrative process, manner and conduct for the recovery of debts. As such, the Government is planning to prescribe the following in the Regulations: 
· A reminder notice of debt. 
· If payment is still outstanding, a final reminder notice. This will not be issued within 7 days of the reminder notice of debt.
· If the debt is still not paid, no payment plan has been entered into and no write-off exception has been approved, a notice of final demand. This will not be issued within 7 days of the final reminder notice. 
It is proposed that the Regulations outline that notices cannot be issued within 7 days of each other to ensure there is clarity for Government and the public for how and when these notices may be issued. 
The notices above are expected to be issued predominantly via email. For notices issued via email, the Government’s period of internal debt recovery will take a minimum of approximately three to four weeks if all notices are issued via email. Timeframes between notices issued via post will be longer to meet legislative requirements.
The Government considers that this 7-day specification between reminder notices strikes a reasonable balance between recovering debts and providing sufficient time for renters to pay their outstanding debts or enter a payment plan. In determining the appropriate timeframe between notices, the Government has considered: 
· Notices not being issued within 7 days of each other allows for flexibility in the process, to account for individual circumstances or notices by mail.
· The renter has already had 8 weeks to pay their debt (excluding those who have sought a payment plan).
· Payment plans will be available. The process for these will be set out in the Guidelines. 
· A longer minimum period between notices will not meaningfully improve the effectiveness of overall debt recovery when considered alongside other debt recovery mechanisms but will prolong the duration (and potentially the cost) of internal debt recovery. Sensitivity analysis performed in Subchapter 6.3 highlights that the difference between allowing 7 days to pass between notices and longer time periods (such as 14 days) has a minimal impact on the overall debt recovery rate.

Stage 2: Referral of debt to a DCA 
If the debt is still unpaid after all notices listed under stage 1B have been issued, the Government may refer the unrecovered debts to a DCA who will further pursue this debt on behalf of Government for an anticipated period of 12 months. Further detail on this process will be outlined in the Guidelines.
In designing the proposed process for this stage, the main consideration was the period of time a DCA would be engaged to recover a debt on behalf of Government. This detail is not proposed to be prescribed in the Regulations but was a key consideration in the design of the debt recovery process and may impact the overall debt recovery rate for the PRBS. 
12 months was considered as the preferred approach as it, is similar to other schemes, provides a proportionate and balanced approach that recovers a reasonable level of debt, while supporting the objectives of equity and fairness. This length of time will be evaluated and tested as part of the PRBS evaluation and review process.
· A longer period of debt collection by an external agency may be an overly punitive approach, noting those who have overdue debts are likely to be experiencing financial stress. It was also considered that the probability of debt recovery beyond 12 months remains low.[footnoteRef:46]  [46:  Indebted, Navigating the Debt Collection Software Tipping Point, n.d., <https://www.indebted.co/blog/guides/navigating-the-debt-collection-software-tipping-point/>] 

· A shorter recovery timeframe (e.g. 6 months) may lead to lower debt recovery, which would require a higher application fee to remain cost neutral (albeit to a small extent). 
· Sensitivity analysis performed in Subchapter 6.3 below highlights that the selection of 12 months relative to other options, alongside the other debt recovery mechanisms, has minimal impact on the overall debt recovery rate of the PRBS. 
· The debt may still be able to be recouped through the second rental bond (stage 3, below). 
As outlined in Subchapter 4.3, any fees associated with external debt collection will be determined through commercial arrangements with the external debt collector and are expected to be borne directly by renters with outstanding debt (not Government). External debt collection fees will be outlined in the terms of use for the PRBS.
Stage 3: Debt management by Government 
If the DCA advises the Government that the debt cannot be recovered, the Department of Government Services will take over management of the debt and can recover the debt from the renter’s second bond when the renter moves out of their next rental, if there is no outstanding claim on the bond. 
This mechanism provides an additional avenue for recovering outstanding debts. However, this deduction cannot occur immediately, as the bond continues to serve as security for the renter’s ongoing tenancy. The deduction can only be made when the renter moves to a new rented premises and a new bond is required - at that point, the bond from the previous rented premises can be used to offset any unpaid claims from the former tenancy. As a result, the full potential of debt recovered from this mechanism will likely only be achieved after 5 years, based on the tenancy duration distribution observed by the RTBA. However, this mechanism can be activated at any stage throughout the debt recovery process when the indebted renter moves again, regardless of whether they are in stage 1B, 2 or 3.
[bookmark: _Toc221890900]Overview of fee options
The introduction of the PRBS circumvents the need for the renter to pay for a dual bond and thus alleviates financial burden from households, but it does operate at a cost to the Government. As a mechanism to recover the costs associated with the PRBS and ensure its long-term financial sustainability, the amended RT Act provides the ability for the Government to prescribe fees associated with the PRBS. The design of any prescribed fees is an important lever for Government to ensure the effectiveness of the PRBS, aiming to strike a balance between facilitating renter participation while also maintaining its financial sustainability. 
The fees the Government is considering prescribing include: 
· Application fee – An upfront fee paid by renters when they apply to have an existing bond transferred to a new rental agreement. 
· Debt recovery fee – A fee charged if renters have an overdue debt, to recover the costs of any action taken by Government to recover that debt. 
The Government’s main considerations in the identification of fee options included: 
· the appropriate structure of the fee (a flat fee or a percentage-based fee), 
· the appropriate time in the debt recovery process at which the fee is charged (for any debt recovery fee) and
· the amount at which the fee (or fees) is set to support cost recovery.  
Note that under all options, the prescribed debt recovery fee does not include fees to engage a DCA. If a DCA under stage 2 is required to recover a debt, there will be an additional fee. This fee will not be prescribed in the Regulations and will be subject to commercial agreements with the relevant DCA. This will be clearly outlined in the terms of use for the PRBS.
Further detail on the consideration of cost recovery
As outlined in Chapter 2, the absence of any prescribed fees inhibits the cost recovery and sustainability of the PRBS. The Government has only considered options for prescribing these fees that would support full cost recovery of the PRBS. This is in line with the Department of Treasury and Finance’s Pricing for Value Guide. 
To support the development of the options, the Government has defined the recoverable cost base as including: 
· Ongoing costs related to the operation of the PRBS (including the overall management of the PRBS, call centre operations, system licenses, bank fees and information technology costs). 
· Costs associated with internal debt recovery activities (including issuing of reminders and notices). 
· Estimated debt write-off (noting that the Government can write off debt under certain circumstances). 
The recoverable cost base does not include establishment costs. Subchapter 5.2.3 provides further detail on the expected cost base of the PRBS. 
The Government has explored the recovery of the recoverable cost base over different time horizons through the application fee level options presented below. 
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Base case
Under the base case, no application fee would be prescribed for the PRBS. Eligible renters would be able to apply to transfer a bond via the PRBS, and there would be no fee payable to participate. In this scenario, the Government has no ability to recover the costs associated with operating the PRBS. This is not in accordance with the Department of Treasury and Finance’s Pricing for Value Guide and does not support the ongoing sustainability of the PRBS.
Options 
In the options, the Government would prescribe an application fee to be charged upfront to all renters participating in the PRBS. This fee would recover the ongoing costs related to the operation of the PRBS plus the estimated amount of debt write-off. The cost base is detailed in Subchapter 5.2.3 of this RIS. 
In identifying options for an application fee, the Government considered the appropriate structure for the application fee, namely a flat fee for all renters or a percentage-based fee that reflects the size of a renter’s bond. As outlined below in Subchapter 4.4.3, a flat fee was considered the most appropriate way to recover the costs of the PRBS as it is more closely linked to the underlying costs and activities of the scheme. 
The Government also considered different fee levels for the application fee. Given the level of uncertainty associated with the effectiveness of the proposed debt management and recovery process, and the level of debt write off that is expected over the life of the Regulations, different application fee levels provide options for Government to recover the cost base in shorter periods of time, lessening the risk that costs remain unrecovered at the end of the 10-year duration of the Regulations. 
The options outlined below all support the Government to recover its costs, but over different timeframes. This is referred to as a ‘cost recovery time horizon’, which is the length of time it would take for the fee revenue to recover the identified costs related to the PRBS – the higher the fee, the shorter the time it will take for those costs to be recovered. The fee level will also have a direct impact on the rate of renter participation in the PRBS, as the higher the fee, the lower the expected level of participation in the scheme. 
Application fee options 
The options for application fee levels are outlined below. 
1. $35 fee application fee (2.08 fee units) 
2. $40 application fee (2.38 fee units) 
3. $45 application fee (2.68 fee units) 
A preferred option will be selected from these fee levels and will be considered in conjunction with the preferred debt recovery fee option. Note that in the Regulations, flat fees will be expressed as fee units and will increase each year in line with the Treasurer’s annual update to the value of a fee unit. However, for the purpose of this RIS the options with flat fees are expressed as dollar figures for simplicity, ease of stakeholder understanding and support determining the number of fee units prescribed in the Regulations. 
Options considered but not progressed
The application fee options outlined above represent those that have been advanced for assessment as part of this RIS. When developing these options, the Government also considered several alternative approaches for the application fee; however, it ultimately decided not to proceed with these alternatives for reasons discussed below. 
The other application fee options considered but not progressed included:
· An application fee that recovers all costs associated with the PRBS, including the costs of Government’s internal debt recovery fees – under this option, a separate debt recovery fee would not be required as all costs would be recovered through a single fee. However, under the amended RT Act, recovering the costs of internal debt recovery fees through the application fee is not legislatively feasible. This option is therefore not feasible. 
· A percentage-based fee structure – in this option, a percentage-based application fee would be calculated as a percentage of the value of the bond transferred under the PRBS. A percentage-based application fee allows those with smaller bond payments to pay less, promoting fair and equitable access to the PRBS, particularly for those with a lower ability to pay. However, this option was not progressed for the following reasons: 
· there would be significant administrative challenges in applying a percentage-based application fee to everyone choosing to use the scheme
· the underlying costs of the activities involved in administering the PRBS do not vary based on the value of the bond transferred. This option is therefore not as closely aligned to principle 2 in the Department of Treasury and Finance’s Pricing for Value Guide.[footnoteRef:47] Given the application fee is the primary mechanism to recover the vast majority of the PRBS costs, there is a strong incentive to ensure everyone pays equally for the service and costs incurred. [47:  Principle two: The cost of service provision should be borne by those who benefit from the service. Principles are outlined in Section 3.1. ] 

Note that options for the debt recovery fee, including options considered but not progressed, are outlined in Subchapter 4.5 below. 
[bookmark: _Toc220522679][bookmark: _Toc221890902]Debt recovery fee options
Base case
Under the base case, no debt recovery fee would be prescribed under the PRBS. This would mean that there is no ability to recover any costs associated with the Government’s effort to recover overdue debts from renters who have participated in the PRBS. This is not in accordance with the Department of Treasury and Finance’s Pricing for Value Guide, and does not support the ongoing sustainability of the PRBS.
Options
In the following options, the Government would prescribe a debt recovery fee. This fee would be set at a level that would recover the costs of Government’s internal debt recovery activities. The timeframe for cost recovery will be consistent with the preferred option for the application fee (see Subchapter 4.3 above). 
In developing these options, the Government has considered different fee structures (flat fee or a percentage-based fee) and different timings for when the fee is charged (i.e. at different stages in the debt management process). Different fee structures and timings will impact the fee amount and the number of overdue renters who will be charged the fee. These design elements therefore have implications on the equity and fairness of the fee, as well as how it supports the principle of cost-reflectiveness. 
Although the costs of Government’s internal debt recovery activities do not vary with the value of debt being recovered, it was considered appropriate to explore a percentage-based structure for the debt recovery fee for the following reasons:
· This is a common fee structure for debt collection in the private market.
· It may act as an incentive for those with larger debts to repay prior to commencement of debt recovery. 
· While there will still be some administrative complexity for a percentage-based debt recovery fee, the fee would only be applied to a very small cohort of renters with overdue debts (~10% of debts will be overdue, see section 6.2 for further detail). This is significantly less complex than administering a percentage-based application fee for all renters participating in the scheme. 
The debt recovery fee amount under each option is dependent on the preferred application fee amount. This is because the debt recovery fee will need to recover costs over the same cost recovery timeframe as the preferred application fee. Thus, for each debt recovery fee structure option, there are 3 different potential fee amounts that could occur under that fee structure. The 4 debt recovery fee options and their respective fee amounts are summarised in table at the end of this subchapter.
Option 1: Flat debt recovery fee for all renters with overdue debts (start of stage 1B)
Under this fee option, the Government would prescribe a flat debt recovery fee that is charged to renters who have an overdue debt. Specifically, the fee would be payable by those who have not paid their debt by the due date specified in their invoice. This aligns with the start of the internal debt recovery period (start of stage 1B) in the debt management process. All renters owing an overdue debt would be required to pay this fee, regardless of whether they repay their debt within the internal debt recovery period (stage 1B) or whether it is referred to an external DCA.
Option 2: Percentage-based debt recovery fee for all renters with overdue debts (start of stage 1B)
Under this fee option, the Government would prescribe a percentage-based debt recovery fee that is calculated as a percentage of the outstanding debt owing to the Government. As in Option 1, this fee would be charged to renters who have an overdue debt. The fee would be charged to renters at the start of the internal debt recovery period (start of stage 1B) and all renters owing an overdue debt would be required to pay this fee, regardless of when their debt is eventually paid.
Option 3: Flat debt recovery fee for renters who have a debt referred to an external DCA (end of stage 1B)
This option explores an alternative approach for the timing of when a debt recovery fee would be payable. Under this fee option, the Government would prescribe a flat debt recovery fee that is charged only to renters who have their debt referred to an external DCA (that is, at the end of the internal debt recovery period or stage 1B). Renters who have outstanding debt at the end of the internal debt recovery period would be required to pay this fee, regardless of whether their debt is referred to an external DCA.  
Option 4: Percentage-based debt recovery fee for renters who have a debt referred to an external DCA (end of stage 1B)
Under this fee option, the Government would prescribe a percentage-based debt recovery fee that is calculated as a percentage of the outstanding debt owing to the Government. As in Option 3, the fee would be charged only to renters who have their debt referred to an external DCA (at the end of Stage 1B). 
Summary of the fee amounts of debt recovery fee options, according to application fee level
As discussed at the start of this subchapter, the below table outlines the different debt recovery fee amounts that could occur under each debt recovery fee structure option, depending on what the preferred application fee level is. 
Table 8: Summary of the fee amounts of debt recovery fee options, according to application fee level
	Option 1: 
Flat debt recovery fee for all renters with overdue debts (start of stage 1B)
	Option 2: 
Percentage-based debt recovery fee for all renters with overdue debts (start of stage 1B)
	Option 3: 
Flat debt recovery fee for renters who have a debt referred to an external DCA (end of stage 1B)
	Option 4: 
Percentage-based debt recovery fee for renters who have a debt referred to an external DCA (end of stage 1B)

	Application fee 
	Debt recovery fee 
	Application fee
	Debt recovery fee
	Application fee
	Debt recovery fee
	Application fee
	Debt recovery fee

	$35
	$12.80
	$35
	0.96%
	$35
	$13.46
	$35
	1.03%

	$40
	$16.65
	$40
	1.30%
	$40
	$17.94
	$40
	1.40%

	$45
	$21.26
	$45
	1.67%
	$45
	$23.04
	$45
	1.81%


For options 1 and 3, which have flat fee levels, the fee units for the debt recovery fee amounts are outlined below. 
Option 1
1. For a $35 application fee, the debt recovery fee is $12.80 (0.76 fee units) 
2. For a $40 application fee, the debt recovery fee is $16.65 (0.99 fee units) 
3. For a $45 application fee, the debt recovery fee is $21.26 (1.26 fee units) 
Option 3
1. For a $35 application fee, the debt recovery fee is $13.46 (0.80 fee units) 
2. For a $40 application fee, the debt recovery fee is $17.94 (1.07 fee units) 
3. For a $45 application fee, the debt recovery fee is $23.04 (1.37 fee units) 
Options considered but not progressed
The options above are those that have been progressed for assessment as part of this RIS. In developing these options, the Government also considered other alternative approaches for the debt recovery fee, but it was decided not to progress these options for various reasons discussed below. 
The other options considered but not progressed included: 
· No prescribed recovery fee – under this option, there would be no debt recovery fee prescribed. While this may support the PRBS’ objectives of equity and preventing financial hardship (noting that people who fall into arrears are likely in financial hardship), this was not considered a feasible option as Government would have no mechanism to recover the costs of their internal debt recovery activities. As discussed above under Subchapter 4.3.3, recovering these costs through an application fee is also not a feasible option under the amended RT Act. 
· A debt recovery fee per notice – under this option, the Government would prescribe a separate debt recovery fee per notice issued. Prescribing multiple debt recovery fees is feasible under the amended RT Act. This approach also aligns closely with the principle of user pays for cost or cost-reflectiveness (whereby people pay for the costs that Government incurs for each notice issued). However, on balance the Government considered this was too administratively complex given the incremental fees are likely to be relatively small (~$3-4 per notice, based on the modelled debt recovery fee levels presented in Subchapter 5.4) and could be seen to be a more punitive experience for renters who are likely to be facing financial stress. 
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[bookmark: _Toc221890904]Overview of this chapter
This chapter sets out the analysis of the options presented in this RIS in 2 stages: 
· Application fee options (outlined in Subchapter 4.3) 
· Debt recovery fee options (outlined in Subchapter 4.4).
This chapter outlines the costs of the options, the expected impacts of the options and how the preferred option was decided. Better Regulation Victoria recommends using the multi-criteria analysis (MCA) decision-making tool to assess fee design options. This method is described is Subchapter 5.2.4 below. Options were compared against each other (relative to the base case) to assess the preferred option. 
[bookmark: _Toc221890905]Methodology
The methodology for assessing the options in this RIS has been undertaken in 2 stages:
Application Fee Level Options
For the fee level options considered, the cashflows for the application fee, recurring operating costs and debt write-offs are modelled based on the following application fee levels:
· $35 fee
· $40 fee
· $45 fee 
The modelling methodology for these options involves projecting the discounted cashflows to analyse their cost recovery timeframes. Elasticity modelling has also been undertaken on the sensitivity of participation in the PRBS in response to fee levels. This is outlined further in Subchapter 5.2.1 below, and in Appendix A. 
Debt Recovery Fee Options
The modelling methodology for the debt recovery fee structure options involves forecasting cashflows associated with debt recovery fee revenue and operating costs. 
For each debt recovery fee structure option, these projected cashflows are then discounted, and an application fee and debt recovery fee are set so that the PRBS achieves cost neutrality. 
[bookmark: _Ref219388566]Assumptions 
The following assumptions have been made to underpin the analysis:
· Inflation rate – the application fee will be adjusted in the long term to reflect the Reserve Bank of Australia’s inflation target of 2-3%, to ensure that fee estimates remain consistent with the expected economic conditions. This is intended to function as a proxy for the increase to fee units over time.
· Participation rate – the share of renters participating in the PRBS follows an inverse relationship, decreasing as the application fee increases. At a $0 fee (i.e. the base case), participation in the PRBS is estimated at 80% due to eligibility and behavioural factors, while higher fees progressively reduce uptake. The following steps have been undertaken to derive the participation curve, with further detail contained in Appendix A:
· The distribution of rental bond amounts (by increments of $100) was calculated using rental bond data from the RTBA
· For each cohort of renters, an assumption was made for their access to credit (ie. the interest rates they would have access to via short-term financing options). These credit options range from personal loans from banks to credit cards and non-traditional loan institutions (based on research into private credit options and outlines in the table below). It was assumed that renters incurring higher bond amounts would be more likely to have higher incomes and thus have better access to credit.
Table 9: Alternative credit options for renters
	Credit Type 
	Interest Rate

	Personal Loans (Larger Banks)
	6%-22%[footnoteRef:48] [48:  Commonwealth Bank of Australia, Personal loans & car loans, 2025,  <https://www.commbank.com.au/personal-loans.html>] 


	Credit Cards
	20%-30%[footnoteRef:49] [49:  Latitude, Low Rate Mastercard, 2025,  <https://www.latitudefinancial.com.au/credit-cards/low-rate/>] 


	Non-Traditional Loans
	30%-60%[footnoteRef:50] [50:  City Finance, Our Loan Rates, 2025,  <https://cityfinance.com.au/our-costs/>] 


	Specialist Bond Loan Providers
	50% After 21 Days[footnoteRef:51] [51:  Fair Go Finance, VIC Rental Bond Loans, 2025, <https://www.fairgofinance.com.au/rental-bond-loans-vic/>] 




· Equivalent application fees were calculated based on the interest each cohort would pay after 4 weeks.
· Based on the equivalent (or notional) application fees from short-term financing options, a population-level participation curve was determined based on the points at which the PRBS application fee exceeds the equivalent amount from the private credit market for each cohort.
· Further adjustment was made to the curve to allow for renters who may not search for alternatives (similar to how households may not shop around for insurance upon renewal), and to allow for a maximum participation rate of 80% (further detail of this outlined in Appendix A).
· Claim rate – the proportion of total refunded bond funds that are repaid to the rental provider has been assumed to be 18%, which reflects the 2022-23 claim rate published by the RTBA. 
· Non-payment rate – the proportion of renters with bond claims lodged who do not make on-time payment has been assumed to be 10%. This reflects the non-payment rate reported by local council on their rates.[footnoteRef:52]   [52:  Essential Services Commission, Local Councils outcomes report 2025, 2025, <Local Council outcomes report 2025 | Essential Services Commission>] 

· Debt write-off rate – the proportion of unrecoverable overdue debts, as a subset of all overdue debts, is assumed to be 34%. This is a result of debt recovery activities undertaken in stages 1B, 2 and 3 recovering 66% of overdue debts. It should be emphasised that this debt write-off rate of 34% is expressed as a proportion of overdue debts, which is a small subset (10%) of the total debts. As such, the overall debt write-off rate should instead be viewed as ~3.4% of the total debts incurred from bond claims. Further detail can be found in Subchapter 6.2.
Further detail on the adopted assumptions can be found in Appendix A.
Base case
The costs and impacts of the fee options are considered relative to a base case. The base case refers to the operation of the amended RT Act where the Regulations are not introduced and are not present to support the operationalisation of the PRBS. Under this scenario, no fees would be payable by renters and the costs of the PRBS would be funded entirely by the Government through general taxpayer revenue. The base case is defined in more detail in Subchapter 2.2 and is discussed in reference to the options outlined in Chapter 4.
Calculation of costs 
Cost to Government
The total cost to the Government of operating the PRBS is estimated at approximately $2.9 million per annum (in 2025-26), plus an estimated $3.5 million of unrecoverable debt that is projected to be written-off over time (further detail is included in Subchapter 6.2.1 in Table 15). 
The PRBS operating costs include the resourcing of Victorian Public Service (VPS) staff for general operations, customer support and internal debt recovery activities. It is estimated that nine VPS 3, one VPS 5 and two VPS 6 staff will be required to maintain and administer the PRBS. The operating costs also include licencing costs for additional IT systems and debt collection management platforms. 
The estimated annual cost of each operational aspect of the PRBS is outlined in Table 7 below. Costs are forecast to increase with inflation and wage growth rates each year.   
Table 10: Estimated ongoing costs of the PRBS (inflated, undiscounted figures)
	Cost
	Description
	Average Cost Base p.a. (2026-2035) 

	General operations
	PRBS management costs, including program governance and financial management, general customer service functions and administration of hardship provisions.
	$1.61m

	Initial payment period 
(Stage 1A) 
	Cost of recovering a bond claim payment before it becomes overdue, including issuing initial invoices, electronic and physical notifications and interim reminders of payment, as well as maintaining customer support staff that are available to respond to inquiries.
	$0.30m

	Internal debt recovery managed by the Government
(Stage 1B)
	Cost of recovering a bond claim payment once it has become overdue, including issuing initial invoices, electronic and physical notices, as well as maintaining customer support staff that are available to respond to inquiries.
	$0.03m

	External Debt Recovery by an external DCA
(Stage 2)
	Cost of internal customer support provided to renters who have their debt referred to an external DCA – this includes available customer support staff to respond to inquiries but excludes the cost of the services provided by the DCA. 
	$0.01m

	Debt recovery returned to the Government for management 
(Stage 3)
	Cost of the Government taking over the debt management process may include recovering a bond claim payment from the bond held on a renter’s second rental agreement when they next move. As this is an automatic process, the costs of this stage are negligible and include electronic notifications issued to the renter to communicate this, at ~$0.01 per notification. 
	$0.00m 
(total is $90)  


	Bank fees
	Cost of fees charged by banks for participating in electronic transactions for bond top-ups and application fees paid by renters in the bond transfer process.
	$0.21m

	Other costs
	Costs related to IT licences for PRBS customer support staff, BMS licences and the debt management IT system.
	$0.62m

	Total cost base (excluding written-off debt recovery)
	The aggregation of all annual costs based on components above.
	$2.90m

	Debt write-off
	An initial estimate of the annual average amount of unrecovered debt written off.
	~$3.5m

	Total cost base
	The aggregation of all annual costs and unrecovered debt amounts.
	~$6.4m


Other costs to Government outside the cost base
This cost base reflects the amount the Government expects to recover from fee revenue and does not include the following costs:
· Establishment costs of the PRBS: This includes costs for the staffing required for the design and feasibility phase of establishment, the IT system build, the testing of PRBS operations prior to go-live, any legal advice and the development of the RIS and any other communications materials. This also includes any other costs related to the initial set-up of the PRBS, such as additional IT set-up costs or costs of external contractors. Given these are one-off costs to be absorbed by the Government, they are excluded from the cost base. These costs are estimated to be $9.3 million.
· Foregone interest on dual bonds: When a renter moves from one rented premises to another, the current rental bond system (prior to implementation of the PRBS) involves the payment of a second bond before the first bond can be refunded. During the period in which the Government is holding both bonds, interest is earned and accrued on them. However, the introduction of the PRBS removes the need for a dual bond to be held by the Government as the first bond will simply be transferred to the new rented premises. The foregone interest refers to the resulting amount of reduced interest the Government earns on these bonds as they are held. As opposed to being an explicit expense, this line item is considered an opportunity cost to the Government of introducing the PRBS and thus has been excluded from the cost base. These costs are estimated to be $0.8 million.
· Foregone interest on paid claims: Under the proposed PRBS, the Government will pay the claim amount to the rental providers on behalf of the renters, who will have a debt subsequently established against them. The Government will hence forego interest accrued on cash used to pay these claims, which is not a feature of a current rental bond system. Similarly to the dual bonds, this is considered an opportunity cost rather than an explicit expense and has been excluded from the cost base. These costs are estimated to be $0.5 million.
Cost to participants
The cost to participants includes an application fee related to the PRBS and a debt recovery fee which would be applied to renters failing to make timely payment on their debts. The cost (that is, the fee amounts) are detailed further in the assessment of the options below. 
Multi-criteria analysis for fee options
Multi-criteria analysis (MCA) is used in this RIS to evaluate the indirect impacts of the fees with respect to the principles in the Pricing for Value Guide. This method requires judgements about how each option will contribute to a set of criteria that are chosen to reflect the associated benefits and costs. A qualitative score is assigned based on the impact of the proposal on each criterion, and an overall score is calculated by multiplying the score assigned to each measure by its weighting and summing the results. Quantified costs are reflected (where relevant) in the MCA scores.
The MCA provides a mechanism for comparing options when the available data is neither consistent nor comprehensive. It can also be applied in situations where there is a combination of quantitative and qualitative data available.
Criteria and weights
Two different sets of criteria are used to assess the application fee options and the debt recovery fee options. Both sets of criteria for the MCA have been selected to reflect the Government’s objectives and priorities related to establishing the PRBS and align with the objectives outlined in Chapter 3 of this RIS. They are designed to be mutually exclusive and completely exhaustive to support a robust assessment. 
The weighting each criteria has been determined on the basis that encouraging participation in the PRBS will most strongly support the Government to achieve its objectives for establishing the PRBS. 
Application fee criteria weightings
For the application fee, the criteria for (1) effectiveness and equity[footnoteRef:53] is weighted most highly at 50%, as the primary objective of the PRBS is to encourage participation and alleviate cost of living pressures for renters who would otherwise be required to pay a second bond in their transition to another property. With the application fee being the main lever to achieve this, the (1) effectiveness and equity criteria has been assigned the highest weighting. The (2) efficiency and (3) user pays for cost criteria are weighted equally, at 25% each, as the PRBS requires recovery of operating costs and an efficient fee level to achieve financial sustainability while minimising surplus revenue. [53:  For assessment of the application fee options, the criteria of effectiveness and equity have been combined. This is because both criteria are assessing how well each application fee option minimises barriers to PRBS participation for Victorian renters. ] 

Table 11: Criteria used to assess application fees
	Criteria
	Description
	Weight (%)

	Effectiveness and equity
	The fee should encourage participation in the PRBS and not disproportionately or unfairly limit access to those with a lower ability to pay.
	50%

	Efficiency 
	The fee should enable recovery of PRBS operating costs for the Government.
	25%

	User pays for costs  
	The fee should fairly reflect individuals’ participation in the PRBS.
	25%


Debt recovery fee criteria weightings
For the debt recovery fee, the criteria points of (1) effectiveness and (2) efficiency are weighted equally highest, at 25% each. For debt recovery, these criteria are considered the most significant criteria for the ongoing sustainability and cost recovery of the PRBS. The criteria points of (3) equity and (4) user pays for costs, are weighted equally second highest, at 20% each. Finally, the criteria of simplicity is considered of lower significance relative to the other criteria, hence its weighting of 10%.  
[bookmark: _Ref216946353]Table 12: Criteria used to assess debt recovery fees
	Criteria
	Description
	Weight (%)

	Effectiveness
	The fee should encourage participation in the PRBS.
	25%

	Efficiency 
	The fee should enable recovery of PRBS operating costs for the Government.
	25%

	User pays for costs  
	The fee should fairly reflect individuals’ participation in and benefit from the PRBS.
	20%

	Equity
	The fee does not disproportionately or unfairly limit access to those with a lower ability to pay.
	20%

	Simplicity
	The fee should be easy to understand and simple to administer.
	10%


Scoring
The MCA uses a scoring scale that ranges from -10, where a proposal does not meet any of the Government’s objectives relative to the base case, to +10, where the Government’s objectives are fully met relative to the base case. A score of 0 represents a position equivalent to no improvement on the base case. Table 3 shows the range and description of the scoring within that range that will be applied to each element of the major issues being dealt with through the options.
[bookmark: _Ref190430433]Table 13: MCA scoring scale
	Scoring scale
	Description

	-10
	Very significant negative impact compared to base case

	-7
	Significant negative impact compared to base case

	-3
	Moderate negative impact compared to base case

	0
	No impact compared to base case

	3
	Moderate positive impact compared to base case

	7
	Significant positive impact compared to base case

	10
	Very significant positive impact compared to base case



[bookmark: _Toc221890906]Application fee options analysis
The purpose of this subchapter is to examine the 3 options for application fee levels that are outlined in Subchapter 4.3. To support the analysis, this subchapter explores the impact of different application fee levels on the time to achieve cost recovery and the participation rate of the PRBS. It then assesses the options using an MCA, against the identified criteria.
Impact of application fee options
The table below summarises the impact of the application fee options with respect to the timeframe for cost recovery and the estimated participation rate. This is compared to the base case scenario (no application fee), where participation in the PRBS is estimated at 80% due to eligibility and behavioural factors (further detail is contained in Appendix A). Higher fee amounts result in faster cost recovery as the cost base remains relatively stable under the various options. 
It is noted that all 3 fee level options are estimated to achieve cost recovery in under 10 years. The PRBS is a new scheme and there is a level of uncertainty about the participation rate and the effectiveness of debt recovery processes that will materialise over the life of the Regulations. While robust modelling and sensitivity analysis has been undertaken through this RIS, there is a level of uncertainty about the total fee revenue, PRBS costs and projected debt write off that will occur once the PRBS is operational. 
To account for this uncertainty, more conservative cost recovery time horizons will enable Government to reduce the risk that their costs remain unrecovered at the end of the 10-year duration of the Regulations and assess how successfully they can recover PRBS costs and debt over time. This will be incorporated into the PRBS evaluation strategy to determine whether a future amendment of the fees is required. This can also be informed by assessments of the Government’s projected surplus or deficit, which can be undertaken as part of the ongoing monitoring processes, the Independent Review of the PRBS or the evaluation of the Regulations at their 10-year sunset. Further detail on these stages of the PRBS evaluation strategy can be found in Chapter 8 of this RIS.
Table 13: Impact of application fee options on cost recovery timeframe and estimated participation
	Option
	Application fee level
	Estimated years to achieve cost recovery
	Estimated participation rate

	Base case
	$0
	n/a
	80%

	Option 1
	$35
	8 years
	63%

	Option 2
	$40
	5 years
	54%

	Option 3
	$45
	4 years
	45%



Scoring of application fee options against MCA criteria 
Effectiveness and equity: The fee should encourage participation in the PRBS and not disproportionately or unfairly limit access to those with a lower ability to pay.
All options are less effective and less equitable than the base case scenario, where there is no application fee for the PRBS. The application fees charged in all 3 options may disincentivise renters when deciding whether to port their bond via the PRBS and as such, fee levels score more negatively for effectiveness as the fee increases and the participation rate decreases. For every $5 increment in an application fee between $35 and $45, the participation rate is expected to decrease by approximately 9% (see Appendix A for further detail), which translates to approximately 22,500 renters. Across all options, prescribing an application fee for the PRBS does also present a small barrier to access, and would impact those with the most limited ability to pay, relative to the base case. For this reason, all options score negatively compared to the base case. 
Option 1: $35 application fee level with cost recovery over 8 years – This fee level of $35 is estimated to decrease participation from 80% in the base case to 63%. As such, Option 1 scores negatively for effectiveness and equity compared to the base case, given that it reduces the base case participation rate by ~21%. However, it does not decrease participation as significantly as the other higher fee levels in Options 2 and 3, so Option 1 scores the least negatively for effectiveness and equity out of the three options.
A score of -2.1 is assigned for this criterion, to reflect the 21% decrease in participation in Option 1, relative to the base case. 
Option 2: $40 application fee – This fee level of $40 decreases participation from 80% in the base case to 54%. As such, Option 2 scores negatively for effectiveness given that it reduces the base case participation rate by ~33%, which means Option 2 scores more negatively than Option 1 for effectiveness, but does not score as negative as Option 3 which has a higher fee level. This option also scores negatively for equity in comparison to the base case and to Option 1. However, it does not score as negatively as Option 3, which has a greater potential to limit renters’ access to the PRBS.
A score of -3.3 is assigned for this criterion, to reflect the 33% decrease in participation in Option 2, relative to the base case.
Option 3: $45 application fee – This fee level of $45 decreases participation from 80% in the base case to 45%. As such, Option 3 scores the most negatively of all fee level options for effectiveness given that it reduces the base case participation rate by ~44%. This option also scores negatively for equity in comparison to the base case and the other two fee options as it is the highest fee level and thus has the greatest potential to limit renters’ access to the PRBS.
A score of -4.4 is assigned for this criterion, to reflect the 44% decrease in participation in Option 3, relative to the base case.
Efficiency: The fee should enable recovery of PRBS operating costs for the Government
All options are designed to fully recover the PRBS’ general operating costs, including the estimated debt write-off. This means that all options score significantly positively for efficiency, relative to the base case where no costs are recovered. However, the options differ in the likelihood to which they will fully cost recover after 10 years. For instance, as noted in Subchapter 4.4.2, there is significant uncertainty regarding the overall cost base of the PRBS. This is due to the possibility that the actual participation and deb recovery rates are different from the estimates that have been used for modelling in this RIS. Under all options assessed, there is a risk that the PRBS cost base is not fully recovered if the participation rate or debt recovery rate are lower than expected. Therefore, the higher the fee level and the shorter its cost recovery timeframe, the higher the option scores for efficiency.
Option 1: $35 application fee - This fee level scores the lowest for efficiency relative to the other fee level options as it has the longest time frame for cost recovery. Because of this, there is marginally less certainty that this option will fully recover costs within 10 years, compared to Option 2 or 3.
A score of 8 is assigned to this criterion. 
Option 2: $40 application fee - This fee level scores higher for efficiency than Option 1, as its 5-year cost recovery time frame is quicker than Option 1 and results in a higher likelihood that full cost recovery will occur after 10 years. However, it does not recover costs as quickly as the fee level in Option 3, meaning there is marginally less certainty that this fee level full cost recovers in 10 years compared to the $45 option.
A score of 9.9 is assigned to this criterion.
Option 3: $45 application fee – This fee level scores the highest for efficiency out of the three fee level options, as its short cost recovery timeframe of 4 years is marginally shorter than the 5-year timeframe of Option 2. Because the Option 3 cost recovery timeframe is considerably shorter than the 10 year duration of the Regulations, it is considered fairly certain that this option will fully recover the PRBS cost base in 10 years. 
A score of 10 is assigned to this criterion.
User pays for costs: The fee should fairly reflect individuals’ participation in the PRBS
All options involve the recovery of a projected level of debt write off through the application fee. This is a cost to Government associated with operating the PRBS. The PRBS works as a risk pool, where all participants share the burden of debts owed by a few users who fail to pay. Since renters using the PRBS cannot predict if they'll incur a claim or not pay their debt in a timely manner, the cost of debt write-offs is treated as a risk premium and factored into what users pay. All 3 application fee options therefore support the user pays for cost criteria and score positively relative to the base case. 
However, as the application fee options recover costs in less than 10 years (the life of the Regulations), this means that users in later years are likely to be contributing to surplus revenue once cost recovery has been reached, rather than the direct costs associated with their participation in the PRBS. The higher the application fee, the shorter the timeframe to achieve cost recovery, and the higher likelihood and quantum of surplus revenue from the application fee. The extent of the estimated surplus revenue has been used as the measure for scoring the options against this criterion, as outlined below.   
Option 1: $35 application fee – The surplus revenue from the application fee is expected to be 2% of the relevant cost base and has the lowest risk that users will be contributing to surplus revenue. Given the expected surplus revenue is the lowest across the options, it scores the highest for this criterion compared to other options.
A score of 9.8 is assigned to this criterion. 
Option 2: $40 application fee - The surplus revenue from the application fee is expected to be 9% of the relevant cost base and has moderate risk that users will be contributing to surplus revenue. Given the higher expected quantum of surplus revenue, it scores the higher than Option 1 for this criterion.
A score of 9.1 is assigned to this criterion.
Option 3: $45 application fee - The surplus revenue from the application fee is expected to be 12% of the relevant cost base and has the highest risk that users will be contributing to surplus revenue. Given the highest expected quantum of surplus revenue, it scores the highest for this criterion compared to other options.
A score of 8.8 is assigned to this criterion.   
Summary of MCA fee levels assessment
The table below outlines the results of the MCA for the debt recovery fee options. The weighted score for each option is calculated by multiplying the score for each criterion by the weight for that criterion and summing the total to establish an overall weighted score for that option. Based on the MCA, Option 1 – $35 application fee level with cost recovery over 8 years scores highest against the qualitative criteria and is thus the preferred fee level for the PRBS application fee.
Table 14: Weighted MCA scores by option
	Criterion
	Weight
	Base case
	Option 1
	Option 2
	Option 3

	Effectiveness and equity
	50%
	0
	-2.1
	-3.3
	-4.4 

	Efficiency 
	25%
	0
	8
	9.9
	10

	User pays for costs
	25%
	0
	9.8
	9.1
	8.8

	Weighted score
	100%
	0
	3.4
	3.1
	2.5
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The purpose of this section is to examine the debt recovery fee options for the PRBS that are outlined in Chapter 4, using the MCA criteria outlined above. In undertaking the analysis, it is assumed that a debt recovery fee would be prescribed in conjunction with a $35 application fee, the preferred option for the application fee identified above. 
Impact of debt recovery fee options 
The table below outlines the calculated debt recovery fees under each option, and the estimated number of renters that would be charged the fee under each option. 
The debt recovery fee options below have been calculated on the basis that the fees recover the costs of Government’s internal debt recovery activities (estimated at $0.314 million, discounted) over a period of 8 years. This is to ensure consistency with the preferred option for a $35 application fee which will recover the general operating costs of the PRBS and an estimated level of debt write-off over an 8-year period.
While the debt recovery fee will be charged to all overdue renters at the start or end of stage 1B (depending on the option), it is inevitable that a proportion of debts will be unrecoverable and therefore some overdue renters will never pay the debt recovery fee. The methodology for calculating the debt recovery fee (flat fee or percentage) takes this into account. To ensure cost recovery, the internal debt recovery costs are spread between the number of overdue renters who will pay their debts (including the debt recovery fee). These are referred to as fee payers. 
The estimated number of fee payers is calculated using the assumptions for non-payment and debt recovery outlined in Subchapter 5.2.1, and is based on an estimated participation rate of 63% with a $35 application fee (the preferred option for the application fee). Broadly, the modelling suggests of the ~5,500 (10%) of renters who haven’t paid by the due date (at the start of stage 1B): 
· ~200, or 4%, will pay by the end of stage 1B,
· ~3,400, or 62%, will pay via a DCA (stage 2) or via recovery of debt through the second bond (stage 3) and
· ~1,900, or 34%, will never pay (and will therefore not pay a debt recovery fee). 
The rationale for these assumptions is detailed further as part of the preferred option outlined in Subchapter 6.2.1. 
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	Option
	Debt recovery fee
	Estimated number of fee payers (year 1)

	Base case
	$0
	0

	Option 1
	$12.80
	~3,600

	Option 2
	0.96%
	~3,600

	Option 3
	$13.46
	~3,400

	Option 4
	1.03%
	~3,400


Scoring of debt recovery fee options against MCA criteria
Effectiveness: The fee should encourage participation in the PRBS
Prescribing a debt recovery fee may deter a small number of renters from participating in the PRBS. However, as the amounts and percentages outlined in Table  are relatively low across all four options, the fee is unlikely to have a material impact on the overall participation rate of the PRBS, relative to the base case. The timing of when the fee is applied (at the start or end of stage 1B) is also unlikely to influence a renter’s decision to participate.  
The 4 options are only marginally less effective than the base case scenario where no debt recovery fees are prescribed for the PRBS. They equally score -1 for effectiveness in the MCA as any small impact on participation as a result of prescribing a debt recovery fee is likely to be similar across all four options.
Efficiency: The fee should enable recovery of PRBS operating costs for the Government
All 3 options seek to recover internal debt recovery costs through fees charged to renters who have overdue debts (with Options 3 and 4 recovering from renters with overdue debts at the end of stage 1B). As noted above, it is inevitable that a proportion of those with overdue debts may never pay their debt or the debt recovery fee. However, the calculation of the fee amount or percentage in each option takes this into account. Given the uncertainty associated with the overall debt recovery process and assumptions for non-payment, there is some risk in each option that the fee does not fully recover Government’s costs. However, the costs of internal debt recovery are also very small, relative to the general operating costs of the scheme.   
As a result, the options cannot score 10 for this criterion, and instead equally score 9 for efficiency, noting the revenue generated under each option remains the same.
User pays for costs: The fee should fairly reflect individuals’ participation in the PRBS
Across all options, prescribing a debt recovery fee supports the objective of ‘user pays for costs’ more than the base case where no fees are charged and these costs are funded through general tax revenue. For this reason, all debt recovery fee options score more positively than the base case for this criterion. 
However, none of the options can score 10 for this criterion as there is some level of cross-subsidisation across all options: 
· As explained above, the debt recovery fee accounts for a rate of non-payment by some renters with outstanding debt. Those who pay their debt and the debt recovery fee (fee payers) will be recovering the full internal debt recovery costs incurred by Government. This means that in all 4 options, those who pay their debt recovery fee will be paying for those who do not pay their debt but who still incur costs to Government. 
· Charging a single debt recovery fee (flat fee or percentage) rather than a fee per notice also introduces a small amount of cross-subsidisation amongst fee payers, whereby fee payers are charged the same regardless of whether they pay after the first or last notice. 
The timing and structure of the debt recovery fee under each option drives the variation in scoring for this criterion, as outlined below.  
Option 1: Flat debt recovery fee for all overdue debts (start of stage 1B) – the debt recovery fee in Option 1 is charged to all participants with outstanding payments after the due date, estimated at approximately 3,600 renters. That is, all renters that generate the need for Government to undertake debt recovery activities ultimately cover the Government’s costs of collecting their debt. A flat fee of $12.80 spreads this cost base evenly across all renters. For this reason, this option most closely reflects the objective of user pays for cost, compared to the base case and the other three proposed options.  
A score of 9 is assigned for this criterion.
Option 2: Percentage-based debt recovery fee for all overdue debts (start of stage 1B) – as in Option 1, the debt recovery fee in Option 2 is charged to all participants with overdue payments, estimated at approximately 3,600 renters. As such, this option fulfils the objective of users pays for costs to a significant extent. However, it does not score as highly as the flat fee in Option 1. The Government’s costs to undertake internal debt recovery activities are the same for every renter, regardless of the level of debt owed by the renter. A percentage-based debt recovery fee therefore less closely reflects the flat incremental costs the renter generates. 
A score of 7 is assigned for this criterion.
Option 3: Flat debt recovery fee for debts referred to a DCA (end of stage 1B) – the debt recovery fee in Option 3 is marginally less successful in reflecting the user pays for cost objective, compared to Options 1 or 2. This is because renters who pay their debts late but before referral to a DCA are not charged a fee and therefore do not contribute to the cost of Government’s internal debt recovery activities. However, the modelling suggests the impact of this on this criterion is likely to be relatively small. It is estimated approximately 200 renters with overdue debts will pay before their debt is referred to a DCA (during stage 1B), and will not be charged a fee. This results in a flat debt recovery fee that is only $0.89 higher relative to Option 1 to ensure recovery of the cost of Government’s internal debt recovery activities. It is marginally more fair than the percentage debt recovery fee in Option 4, as a flat fee reflects the flat costs associated with users’ debt recovery more accurately than a percentage-based fee.    
A score of 8 is assigned for this criterion.
Option 4: Percentage debt recovery fee for debts referred to a DCA (end of stage 1B) – As per Option 3, this option scores lower than Option 1 and 2 as a debt recovery fee is not charged to participants who have overdue debts and pay before their debt is referred to a DCA. Further, noting that the costs of debt recovery do not vary between renters with differing levels of debt, this option less accurately reflects this criterion of user pays for costs than Option 3, which has a flat debt recovery fee. 
A score of 6 is assigned for this criterion.
Equity: The fee does not disproportionately or unfairly limit access to those with a lower ability to pay
Across all options, prescribing a debt recovery fee for the PRBS does present a small barrier to renters who have incurred debt and may already have a low ability to pay. Thus any debt recovery fee would impact those with a lower ability to pay, relative to the base case. For this reason, all options score negatively compared to the base case. It is noted that under all options, renters will have the option to enter a payment plan. This is intended to support renters with a lower ability to pay and avoid the need to charge a debt recovery fee. This analysis focuses on the equity impacts of different approaches for the debt recovery fee under each option, in instances where it is charged. 
Option 1: Flat debt recovery fee for all overdue debts (start of stage 1B) – Option 1 scores the most negatively for equity out of all options as it charges all renters with overdue payments a flat debt recovery fee at the start of the internal debt recovery period, regardless of how quickly the renter makes payment after this point. This may impose greater financial pressure on renters repaying debt, especially those with a lower ability to pay, compared to the other options. 
A score of -4 is assigned for this criterion.
Option 2: Percentage-based debt recovery fee for all overdue debts (start of stage 1B) – Option 2 scores marginally higher than Option 1 for equity, but only because the debt recovery fee charged is proportionate to the debt incurred and may pose less of a barrier for renters with a small amount of debt, in comparison to a flat debt recovery fee. This option does not score higher than Options 3 or 4, as in Option 2 all renters with overdue payments are charged a debt recovery fee at the start of the internal debt recovery period. This imposes additional financial pressure on all renters, regardless of when they make payment after this point.
A score of -3.5 is assigned for this criterion. 
Option 3: Flat debt recovery fee for debts referred to a DCA (end of stage 1B) – The timing of the debt recovery fee under Option 3 scores marginally higher than the flat debt recovery fee in Option 1, as it provides a grace period for renters to pay their overdue debts without being charged a fee. Late paying renters under this Option will pay a slightly higher debt recovery fee to cover the cost of Government’s internal debt recovery activities, noting that renters who pay their debts late but before referral to a DCA are not charged a fee and therefore do not contribute to these costs. While this is a slightly less equitable outcome for the renters who do pay this fee, on balance, it has been assessed that Option 3 scores higher than Option 1. This is because the Option 3 debt recovery fee is only minimally higher than the fee in Option 1 and renters are already given a 4-week period to repay their debt before this fee is charged.
A score of -3.5 is assigned for this criterion.
Option 4: Percentage debt recovery fee for debts referred to a DCA (end of stage 1B) – The equity considerations related to the timing of the debt recovery fee in Option 4 are the same as Option 3; that is, a debt recovery fee at the point of DCA referral is considered slightly more equitable than a fee for all late payments, as in Options 1 and 2. Similarly to Option 2, Option 4 scores higher than Options 1 and 3, given the debt recovery fee charged is proportionate to the debt incurred and may be less burdensome for renters with a small amount of debt owing, in comparison to a flat debt recovery fee option. 
A score of -3 is assigned for this criterion.
Simplicity: The fee should be easy to understand and simple to administer
Across all options, prescribing a debt recovery fee for the PRBS is less easy to understand and less simple to administer than the base case. For this reason, all options score negatively compared to the base case. However, the flat debt recovery fee options of Option 1 and Option 3 are considered equally simpler to understand and administer than the percentage-based fee options in Option 2 and Option 4, which also score equally. 
Option 1: Flat debt recovery fee for all overdue debts (start of stage 1B) – Option 1 is considered to score moderately negatively for simplicity, relative to the base case, as the existence of a debt recovery fee may not always be easy for participants to understand and presents some administrative work for Government. However, the flat fee in this option is considered simpler than the percentage fee options in Option 2 and 4, hence why Option 1 and 3 score less negatively for simplicity than the other options.
A score of -3 is assigned for this criterion.
Option 2: Percentage-based debt recovery fee for all overdue debts (start of stage 1B) – Option 2 is considered to score more negatively for simplicity, relative to the base case and relative to Option 1. This is because a percentage-based fee is considered less easy to understand and administer than a flat fee option, which is a blanket amount charged to all debt-owing renters equally. 
A score of -5 is assigned for this criterion. 
Option 3: Flat debt recovery fee for debts referred to a DCA (end of stage 1B) – As outlined for Option 1, flat debt recovery fee options such as in Option 3 score moderately negatively for simplicity, relative to the base case, but score less negatively relative to percentage-based fee options. Option 3 scores equally to Option 1 for simplicity. This is because it is understood that there is not a difference in the ease of administration if the debt recovery fee is charged at the start or end of stage 1B.  
A score of -3 is assigned for this criterion.
Option 4: Percentage debt recovery fee for debts referred to a DCA (end of stage 1B) – Option 4 also scores negatively for simplicity, relative to the base case and relative to Options 1 and 3. Similarly to Option 2, the percentage-based fee option is considered less simple to understand or administer than a flat fee option, as percentage-based fee creates different fee amounts for every debt-owing renter. However, like Options 1 and 3, Option 4 scores equally to Option 2 as both percentage-based fee options are equally simple to administer, regardless of whether they will be charged at the start or end of stage 1B.
A score of -5 is assigned for this criterion.
Summary of MCA fees assessment
The table below outlines the results of the MCA for the debt recovery fee options. The weighted score for each option is calculated by multiplying the score for each criterion by the weight for that criterion and summing the total to establish an overall weighted score for that option. Based on the MCA analysis, Option 1 – Flat debt recovery fee for all overdue debts scores highest against the qualitative criteria and is thus the preferred debt recovery fee for the PRBS.
Table 17: Weighted MCA scores by option
	Criterion
	Weight
	Base case
	Option 1
	Option 2
	Option 3
	Option 4

	Effectiveness
	25%
	0
	-1
	-1
	-1
	-1

	Efficiency 
	25%
	0
	9
	9
	9
	9

	Equity
	20%
	0
	-4
	-3.5
	-3.5
	-3

	User pays for costs
	20%
	0
	9
	7
	8
	6

	Simplicity
	10%
	0
	-3
	-5
	-3
	-5

	Weighted score
	100%
	0
	2.7
	2.2
	2.6
	2.1
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Note that in the Regulations, the proposed fee amounts are expressed as fee units to correspond with the preferred dollar amount for the fee. Following the MCA of the application fee and debt recovery fee options, the proposed prescribed fee amounts and corresponding fee units are:
· An application fee of $35.00 (2.08 fee units) – a flat fee charged to all participants of the PRBS, with the purpose of recovering the PRBS’ general operating costs and estimated debt write-off.
· A debt recovery fee of $12.80 (0.76 fee units) – charged only to renters who have an overdue debt beyond the specified payment due date (start of stage 1B), with the purpose of recovering the costs of Government’s debt recovery actions. This ensures that the costs associated with debt recovery are borne by those who generate them, rather than being distributed across all participants. 
The Government considers that the preferred fee options will best balance the objectives of the PRBS, relative to the other options considered. Although charging fees will reduce participation in the PRBS relative to the base case where there are no fees, the Government’s preferred options are fees that are affordable for most renters and will support broad access to and participation in the PRBS. Based on elasticity modelling, the $35 application fee is expected to result in a participation rate of approximately 63%, which was higher than the other application fee options considered (see elasticity modelling in Appendix A). 
The preferred fee options will support the recovery of the PRBS’ general operational costs and estimated debt write off, as well as the costs of internal debt recovery activities. The application fee level of $35 (combined with the debt recovery fee of $12.80) will support the recovery of Government’s costs over a period of 8 years. This was preferred to other options with shorter cost recovery time horizons and higher application fees, due to the equity impacts of a higher fee in limiting accessibility and participation in the PRBS. While robust modelling and sensitivity analysis has been undertaken through this RIS, there is a level of uncertainty about the PRBS participation rate, the total fee revenue, PRBS costs and projected debt write off that will occur once the PRBS is operational. To account for this uncertainty, a more conservative cost recovery time horizon of 8 years will enable Government to reduce the risk that the costs remain unrecovered at the end of the 10-year duration of the Regulations and evaluate whether any future changes to the fee amounts are required to support an appropriate level of cost recovery.
Both preferred fee options best supported the objective of user pays for cost relative to the other options considered. Relative to the other application fee level options, the $35 application fee minimised the risk of users contributing to surplus revenue, given the options are estimated to achieve full cost recovery before 10 years. The chosen flat debt recovery fee applies evenly across all users who generate the need for Government to undertake internal debt recovery activities for their overdue payments. 
The proposed timing of the preferred debt recovery fee (at the start of stage 1B) may have some equity impacts by imposing greater financial pressure on renters repaying debt, especially those with a lower ability to pay. However, compared to the other options, this was still the preferred option given its relatively strong support for the broader objectives of the Regulations, which are outlined in Subchapter 3.2.1. The table below outlines the estimated cost base the selected fees will recover, and the estimated number of fee payers (in year one). 
Table 18: Fee amounts, cost base and estimated number of payees for preferred option 
	Fee
	Fee amount (Year 1)
	Estimated cost base to recover after 10 years (discounted)
	Estimated number of fee payers (Year 1)
	Rationale 

	Application fee 
	$35.00
	$23.76m opex + $29.38m debt write off
	~156,000
	Fee paid by those who participate in the PRBS, estimated at ~62% of bonds ported each year

	Debt recovery fee
	$12.80
	$0.406m opex
	~3,600
	Fee paid by those who have an overdue debt 
Note: in practice, the fee will be charged to all ~5,500 renters who have outstanding debts, but of those ~1,900 are estimated to not pay.


Note: Fee amount multiplied by number of fee payers will not necessarily add to the estimated cost base as the model assumes number of fee payers increases over 10 years. 
As outlined in Subchapter 4.2, if a debt is not recovered by Government in stages 1A and 1B of the debt management and recovery process and a DCA is required under stage 2, an external debt recovery fee may apply. This fee will not be prescribed in the Regulations as this fee will be dependent on the external debt recovery agency fees outlined in future commercial agreements. 
Further detail on the preferred option is outlined throughout this section. 
Cashflow impact of the preferred option 
The table below provides a forecast of the Government’s expected cashflows for the preferred option over the first 10 years of the operation of the PRBS, discounted at 4% per annum (based on Guidance from the Department of Treasury and Finance)[footnoteRef:54]. This demonstrates how the fee revenue ‘breaks even’ with operating costs and estimated debt write off over an 8-year duration. It is likely there will be levels of under or over-recovery in each individual year given the debt recovery profile changing over time.  [54:  Department of Treasury and Finance, Guidance on Discount Rates] 

The 10-year cashflows also demonstrate how the Government’s debt write off balance from the PRBS will slowly decline as debts are recovered through debt recovery mechanisms (particularly the mechanism to recover outstanding debts through second bonds), reaching a steady-state level after approximately 5 years as the PRBS matures. After this point, the debt write off balance will rise in accordance with the general number and value of bonds ported via the PRBS, driven by factors such as rising population and rent. Revenue from the application fee is expected to cover the costs of the debt write off over the modelled duration.
Table 15: Ten-year cashflows (discounted) for the preferred option ($’000s), Years 1-6
	Cashflows for the preferred option over ten years ($’000s)
	Y1
	Y2
	Y3
	Y4
	Y5
	Y6

	Application Fee Revenue
	$5,338
	$5,351
	$5,364
	$5,376
	$5,389
	$5,401

	Debt Recovery Fee Revenue
	$18
	$32
	$40
	$43
	$45
	$45

	Annual Operating Cost
	-$2,534
	-$2,497
	-$2,461
	-$2,426
	-$2,391
	-$2,356

	Debt Deficit Balance
	-$4,965
	-$3,570
	-$2,921
	-$2,602
	-$2,447
	-$2,488

	Total
	-$2,142
	-$683
	$21
	$390
	$596
	$602



Table 16: Ten-year cashflows (discounted) for the preferred option ($’000s), Years 7-10
	Cashflow for the preferred option over ten years ($’000s)
	Y7
	Y8
	Y9
	Y10
	Total 
(8-Years)
	Total
(10-Years) 

	Application Fee Revenue
	$5,414
	$5,426
	$5,439
	$5,452
	$43,060
	$53,951

	Debt Recovery Fee Revenue
	$45
	$46
	$46
	$46
	$314
	$406

	Annual Operating Cost
	-$2,322
	-$2,289
	-$2,256
	-$2,223
	-$19,277
	-$23,757

	Debt Deficit Balance
	-$2,530
	-$2,574
	-$2,617
	-$2,662
	-$24,097
	-$29,376

	Total
	$606
	$609
	$612
	$612
	$0
	$1,224



Figure 4: Ten-year cashflows (discounted) graph for the preferred option ($’000s)

[image: This graph shows the cumulative cashflows for the PRBS over 10 years. The graph shows that the PRBS is expected to recover full costs after 8 years.]

The above graph shows the projected cumulative cashflows of the PRBS and its ability to recover costs up until each point in time. It can be observed that full cost recovery occurs at year 8 under the preferred option, with years 9 and 10 expected to lead to a surplus. Given the newness of the PRBS, the ability to recover costs remains highly dependent on the success of debt recovery practices. As such, an 8-year recovery allows for this volatility to an extent. Additionally, the performance of the PRBS will be monitored, with future amendments possible under a required and robust evaluation process if actual experience deviates significantly from the projection.
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Modelling was undertaken to understand the overall debt recovery rate of the PRBS, based on the preferred fee option and the associated debt recovery arrangements outlined above.  
The table below summarises the key assumptions and outputs of the modelling. Overall, the total projected debt recovery rate under these arrangements is 96.6% of total debts that are established under the PRBS.
When looking at the recovery of overdue debts, the mechanisms are expected to achieve a debt recovery rate of 65.8%. The breakdown is provided in the table below. 
Table 17: Debt recovery assumption rationale
	Debt recovery stage
	Assumption 

	Stage 1A: DGS issues invoice 

	90% of total debts paid on time (after 8 weeks, or in accordance with a payment plan) 
Source: Based on reference to unpaid Victorian council rates.

	Stage 1B: DGS takes action to recover debt (4 weeks)

	~4% of outstanding debts are paid (0.4% of total debts)
Based on similar Government agency rates for comparable debts and published rates from debt collectors. Refer to Appendix for further details. 

	Stage 2: Debt is referred to a DCA (12 months)

	~21% of outstanding debts are paid (2.1% of total debts) 
Based on similar Government agency rates for comparable debts and published rates from debt collectors. Refer to Appendix for further details.

	Stage 3: Outstanding debts are recouped from second bond (over 2-5 years)

	~40% of outstanding debts are paid (4% of total debts) 
Calculated to achieve an outstanding debt recovery rate of ~65% (i.e. stage 1B-3) - a blend between an ~80% (theoretical maximum recovery following bond claims) and a 50% recovery rate in the QLD bond loan scheme (page 106), which is operationally similar in that the Queensland Government can recoup debts from the bond, but has nuanced differences such as the Bond Loan Plus scheme resulting in some debts being higher than bond amounts (which is not a feature of the PRBS). 
The ~80% theoretical maximum recovery is calculated as the proportion of outstanding bonds remaining after the 18% claim rate is applied on the second bond. However, it is not expected that the final recovery rate will be 80% given the following:
1. Renters that have a claim against them on their first bond may be more likely to make a claim on their second bond (compared to the renters who do not make a claim on their first bond).
2. Renters may declare bankruptcy, further reducing likelihood of full recovery.
3. Unclaimed monies may need to go to a public register rather than automatically being recovered by the Government
However, it is also expected that the overall recovery rate will be higher than the 50% in the QLD bond loan scheme due to the following:
1. QLD Bond Loan plus offers loans for the 4 week bond requirement, along with an additional 2 weeks of rent, resulting in debt balances higher than the bond amount – this is likely to reduce debt recovery rates and is not a feature of the PRBS.
As such, the mid-point of 65% is adopted. It should be noted there is a high degree of uncertainty associated with this assumption. Due to this, sensitivity analysis is performed in Subchapter 6.3.

	Hardship provisions
	~1.25% of outstanding debts are paid (0.1% of total debts)
Calculated by applying hardship application rates (~5%) on mortgage loans with a high loan-to-value ratio (LVR) as published by APRA to the improvement in outcomes (~25%) as outlined by ASIC. 


Debt write-off rate
The debt write-off rate reflects the proportion of overdue bond payments that are ultimately deemed unrecoverable. This rate is calculated as the complement of the debt recovery rate (as a proportion of total debts), which comprises of the following components as detailed in the table above:
1. Stage 1A: 90% recovery rate (proportion of total debts expected to paid on time)
2. Stage 1B: 0.4% recovery rate (proportion of total debts expected to paid within 4 weeks of becoming overdue)
3. Stage 2: 2.1% recovery rate (proportion of total debts expected to be recovered by the external DCA)
4. Stage 3: 4% recovery rate (proportion of total debts expected to be recoverable via deduction of the second bond when the renter moves again)
5. Hardship: 0.1% recovery rate (proportion of total debts expected to be recoverable due to receiving hardship provisions) that otherwise would not be paid. Further detail on this process is outlined in Subchapter 6.4.2. 
6. Total: 96.6% recovery rate
For all debts incurred by the Government each year, it is expected that 96.6% of the total debt will be ultimately recovered over time. The remaining 3.4% is expected to be written off. 
Modelled debt recovery 
The debt recovery assumptions are applied to the renters that incur a debt to the State by debt recovery stage. Of the debts expected to be incurred in 2025-26, the below table illustrates both the number and value of bonds subject to each stage of debt recovery over time and their ultimate recovery. Similarly, the table outlines the number and value of debts that are ultimately estimated to be written off after the exhaustion of all debt collection processes. These estimates are initial estimates of debt recovery relating to the first year of scheme operation. Actual debt recovery outcomes are subject to deviation from this estimate and will be monitored post launch of the scheme. 
Table 18: Application of debt recovery rates
	Application of debt recovery rates[footnoteRef:55] [55:  Details on modelling steps can be observed in Appendix B.] 

	No of bonds
	Value
	% of total debt
	

	Debt established 

	Total bonds repaid in Victoria 
	250,738
	$603m
	n/a
	

	Total number of bonds transferred via PRBS
	157,647
	$379m[footnoteRef:56] [56:  Applying a participation rate of 63% to the total value of bonds repaid in Victoria] 

	n/a
	

	Total debts established between renter and the Government 
	55,176
	$68m[footnoteRef:57] [57:  Applying the claim rate of 18% to the total value of bonds transferred between renter and the Government] 

	n/a
	

	Debt recovered

	Stage 1A: Invoice issued to renter 
	Debts paid on time  
	49,659
	$60.8m
	90% of total debt

	
	Outstanding debts 
	5,518
	$7.2m
	

	Debt recovery actions
For the remaining 5,462 (10%) of outstanding debts
	Stage 1B: Debts recovered by DGS (after 4 weeks)
	221
	$0.3m
	0.4% of total debt
(90.04% cumulative) 

	
	Stage 2: Debts recovered by a DCA (after 12 months) 
	1,159
	$1.4m
	2.1% of total debt
(92.5% cumulative) 

	
	Stage 3: Debts recovered from second bond (after 2-5 years) and returned to Government for management
	2,207
	$2.7m
	4% of total debt (96.5% cumulative) 

	Sub-total outstanding 
debt recovered (Stage 1B-3)
	3,586
	$4.4m
	6.5% of total debt

	Total debt recovered (Stage 1A-3)
	53,245
	$65.2m
	96.5%

	Hardship provision
	
	
	

	Total debt recovered from hardship provision that would otherwise be written off
	69
	$0.1m
	0.1% of total debt (96.6% cumulative)

	Debt recovery (initial estimate of 1st year)
	
	
	

	Total debt recovered (Stage 1A-3)
	53,314
	$65.3m
	96.6%

	Outstanding unrecovered debts (initial estimate of 1st year of bond transfers)
	1,862
	~$2.7m[footnoteRef:58] [58:  Initial estimate of the outstanding recovery debts from the 1st year of scheme operation. Actual outcomes may deviate from estimates and this will be monitored post launch of the scheme.] 

	3.4%
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Timing of debt recovery arrangements 
As outlined in Subchapter 4.2.1., the Government considered alternative approaches when determining: 
· The minimum period the Government would seek to recover overdue debts (Stage 1B).
· The period a DCA is contracted to recover overdue debts (Stage 2).
The purpose of this sensitivity analysis is to understand how the selection of different timeframes impacts the overall debt recovery rate for the PRBS under the preferred option. The following table summarises the debt recovery outcomes and net cashflows under different debt recovery options for comparison. The preferred option is highlighted in bold.	
Table 19: Debt recovery rates for alternative arrangements considered
	Debt recovery options ​
	Stage 1B: Internal debt recovery 
	Stage 2: External debt 
recovery (DCA) ​
	Stage 1B and 2: Total internal and external 
recovered​
	Overall PRBS debt recovery ​

	Internal DGS debt recovery timing  ​


	1) Not issuing new notices within 7 days of the previous notice (~4 weeks) ​
	3.8%​
	20.8%​
	24.6%​
	96.5%​

	2) Not issuing new notices within 14 days of the previous notice (~8 weeks)​
	7.5%​
	16.7%​
	24.2%​
	96.4%​

	External DCA debt recovery timing ​

	1) 6 months ​
	3.8%​
	15.8%​
	19.6%​
	96.0%​

	2) 1 year ​
	3.8%​
	20.8%​
	24.6%​
	96.5%​

	3) 2 years ​
	3.8%​
	22.8%​
	26.6%​
	96.7%​


This sensitivity analysis demonstrates that changes to the period of debt recovery in stage 1B and stage 2 has minimal impact on overall debt recovery, with the preferred option still achieving a strong rate of 96.6% following inclusion of hardship provisions. Further analysis and justification for the selection of the preferred approach is outlined below. 
Internal debt recovery timings 
It has been assumed that allowing 14 days before issuing a new notice (~8 weeks, assuming notices are issued electronically) would achieve a higher debt recovery than allowing a period of 7 days (~4 weeks, with notices issued electronically). However, when combined with contracting a DCA for a period of 12 months, and accounting for hardship circumstances, issuing new notices after 7 days results in a ~0.1% higher overall debt recovery rate of 96.6%. This is because during weeks ~5-8 (assuming notices are issued electronically), it is more effective for an external DCA to recover debt due to their expertise.[footnoteRef:59] Further, debts that have aged beyond 1-year are usually deemed significantly less likely to be recovered, and the rate of recovery drops off quite significantly.  [59:  Fair Capital, Debt Collection: among the most stressfule jobs – Statistical analysis, 2023, <<https://www.thefaircapital.com/post/reducing-stress-a-benefits-of-outsourcing-debt-collection>>] 

It should be noted that the debt recovery assumptions across the different timeframe scenarios have been set with reference to research into relative likelihood of debt recovery by age of debt from the Tax Ombudsman[footnoteRef:60] and cross-referenced this against other debt collection agency sources.[footnoteRef:61] A profile of debt recovery rates by age of debt is then assumed for the PRBS (based on the total ~25% debt recovery rate for Stage 1B-2) for internal and external recovery mechanisms.  [60:  Tax Ombudsman, An Investigtation and Exploration of Undisputed Tax Debts in Australia, 2023, <<https://taxombudsman.gov.au/wp-content/uploads/2021/07/Final-Report-Investigation-and-Exploration-of-Undisputed-Tax-Debts-in-Australia_1.pdf >>, Table 40]  [61:  JG Wentwoth, How much do debt collectors pay for debt?, 2024, <<https://www.jgwentworth.com/resources/how-much-do-debt-collectors-pay-for-debt>>] 

It should be noted that this assumption remains highly uncertain, with possibility of actual outcomes deviating.
Given the expertise of external debt collection agencies in managing debt, the preferred internal recovery timing is to not issue a new notice within 7 days of the previous notice. This means renters have a total of at least 3 months to pay their debt or enter a payment plan prior to the commencement of external debt recovery action (stage 2).
External DCA debt recovery timing 
Overall, the combination of an approximate 4-week recovery period and efficient external collection in the preferred option provides a balanced approach to financial sustainability and effective debt management, supporting its selection as the preferred option for implementation. This structure is intentionally designed to maximise the chances of resolving debts efficiently within the Government in-house process, while also providing a reasonable window for external recovery.
The analysis shows that reducing the period of DCA engagement in stage 2 from 1 year to 6 months would reduce the overall PRBS debt recovery by ~0.5%. Extending external debt collection beyond 1 year (e.g., up to 2 years) may have a very minor incremental improvement in the recovery rate. However, this approach may induce additional stress on renters. By limiting external recovery to one year, the PRBS recognises that those unable to settle debts within this period will likely not be incentivised from further prolonged collection efforts. It also avoids the pitfalls of extensive debt recovery timeframes being perceived as being an overly aggressive approach to debt collection, which could undermine the PRBS’ core purpose: alleviating financial stress for renters.
Overall, the combination of allowing 7 days to pass before sending a further notice in stage 1B and allowing for an appropriate period of efficient external collection provides a balanced approach to financial sustainability and effective debt management. This supports this method as the preferred option for implementation. This structure is intentionally designed to maximise the chances of resolving debts efficiently within the Government in-house process, while also providing a reasonable window for external recovery.
Debt recovery assumption sensitivity analysis  
Given the inherent uncertainties pertaining to the debt recovery rates, sensitivity analysis has been conducted to measure the impact of adopting the following scenarios relative to the adopted assumption of 66% (% of overdue debts). The impact is determined by the change in the 10-year cashflows against the preferred option.
1. 80% debt recovery rate (% of overdue debts): This scenario assumes a higher recovery rate (55%) for debts recovered from second bond, relative to the adopted assumption of 40%.
2. 50% debt recovery rate (% of overdue debts): This scenario assumes a lower recovery rate (25%) for debts recovered from second bond, relative to the adopted assumption of 40%.
The application fee of $35 is maintained across all scenarios below.

Table 24: Sensitivity analysis on impact of debt recovery rate on 10-year cashflows for preferred option
	Scenario (Application Fee $35)
	Application Fee Revenue
	Debt Recovery Fee Revenue
	Operating Cost
	Debt Deficit Balance
	Total (10-Year Cashflows)

	66% debt recovery (adopted assumption in preferred option)
	$53,951
	$406
	-$23,757
	-$29,376
	$1,224

	80% debt recovery
	$53,951
	$491
	-$23,757
	-$20,285
	$10,401

	50% debt recovery
	$53,951
	$320
	-$23,757
	-$38,468
	-$7,953



Based on this analysis, the PRBS financial position would be in a surplus of $10.4 million at 10 years if debt recovery rates emerge at 80%. Conversely, the PRBS financial position would be in a deficit of $7.9 million at 10 years if debt recovery rates emerge materially lower than expected at 50%. This compares to the preferred option which estimates a $1.2 million surplus at 10 years.

These sensitivities are primarily driven by the debt deficit balance in each scenario.
Participation rate assumption sensitivity analysis
As outlined in Subchapter 6.1, the preferred option includes an application fee of $35.00 and a debt recovery fee of $12.80. Based on elasticity modelling (see Appendix A), this fee structure is expected to generate a participation rate of approximately 63%.
Given the participation rate is a key assumption, this sensitivity analysis examines how variations in the participation rate affect the cashflows under the preferred option. 
Table  presents the summary of the total discounted cashflows for the preferred option over 8 years, under scenarios where the participation rate varies by ±15% from the original estimate derived from the elasticity modelling.
· Under the original 63% participation assumption, the PRBS breaks even over 8 years, with a surplus estimated at 10 years as shown in the table below.
· When participation increases by 15% (to 78%), the PRBS’ financial position enters surplus, with higher application fee revenue driving a surplus of approximately $7.2 million over 10 years. Under this scenario the PRBS is expected to break even after approximately 5 years.
· Conversely, when participation decreases by 15% (to 48%), total revenue falls noticeably, resulting in an 10‑year deficit of around $4.7 million. 
[bookmark: _Ref219462023]The application fee of $35 is maintained across all scenarios below.
Table 25: Total discounted cashflows for the preferred option ($’000s) over 10‑years across alternative participation‑rate scenarios
	Scenario
(Application Fee $35)
	Application Fee Revenue
	Debt Recovery Fee Revenue
	Operating Cost
	Debt Deficit Balance
	Total (10-Year Cashflow)

	63% participation rate
	$53,951
	$406
	-$23,757
	-$29,376
	$1,224

	+15% participation rate
	$66,823
	$502
	-$23,757
	-$36,385
	$7,184

	-15% participation rate
	$41,080
	$309
	-$23,757
	-$22,368
	-$4,736
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The amendments to the RT Act state that The Secretary may issue guidelines in relation to the PRBS. The content for these Guidelines will be in relation to administrative processes, manner and conduct for the recovery of debt including payment plans and the management of merchant fees on bond and debt payments. While the PRBS Guidelines are not formally subject to the RIS process, the outcome of the RIS will inform them and any detail on fees and debt recovery action notices will be included where appropriate and will be in alignment with the outcomes of the RIS and the Regulations.
Payment plans 
To ensure that the PRBS addresses cost of living pressures for renters in Victoria, payment plans will be available. Payment plans aim to improve the accessibility the PRBS for renters, while also marginally improving the rate of debt recovery for the Government. 
Payment plans help balance the need to recover debt owed to the State with the provision of flexibility and options for renters to ensure compliance with the PRBS. The approach to payment plans will be outlined in the Guidelines and reviewed to ensure it meets policy aims, requirements and the effective recovery of debt.  


[bookmark: _Toc221890917]Competition and small business impacts 
Small business 
The Victorian Guide to Regulation states it is best practice for a RIS to specifically consider the impacts of any proposed regulations on small businesses. Small businesses may experience disproportionate effects from regulatory requirements for a range of reasons. This may be due to limited resourcing to interpret compliance requirements or to keep pace with regulatory changes. Small businesses may also disproportionately feel the cumulative effect of different requirements in the sector. 
There is no fixed definition of small business, however, it is generally considered to refer to businesses with fewer than 20 employees (Australian Bureau of Statistics) or turnover of less than $10 million per year (Australian Taxation Office).[footnoteRef:62]  [62: Department of Prime Minister and Cabinet, Small Business, 2023, <https://oia.pmc.gov.au/sites/default/files/2023-12/small-business.pdf> ] 

This chapter considers whether the Regulations are likely to have a disproportionate impact on small businesses. 
Fees
The proposed application fee and debt recovery fee will be charged directly to individual renters who are eligible and choose to participate in the PRBS. As such, fees are not expected to be borne directly by small businesses. 
While some businesses that provide competing bond loan or personal financing products may be impacted by the introduction of the PRBS (discussed in the competition impacts section below), there are no known small businesses that provide short-term bond loan products in Victoria. 
Debt management and recovery process 
The 3 notices (reminder of debt notice, final reminder notices and notices of final demand) that are proposed to be prescribed will be issued by the Secretary or delegate to individuals who have an overdue debt. The notices are not considered to have any impact on small business. 
Competition impacts 
Victoria is party to the Intergovernmental Agreement on National Competition Policy, which requires that any new primary or subordinate legislation should not restrict competition unless it can be demonstrated that the Government’s objectives can only be achieved by restricting competition and that the benefits of the restriction outweigh the costs. 
In some cases, regulation can affect competition by preventing or limiting the ability of businesses and individuals to enter and compete within particular markets. Where this occurs, there are likely to be adverse effects for consumers, and can result in lower innovation and productivity, reduced choice of products and/or higher prices. Due to the potential for adverse effects, the Victorian Guide to Regulation requires competition impacts of proposed Regulations to be assessed in the RIS. 
As outlined in Chapter 1, renters seeking financial assistance to cover a double bond payment have access to a range of financing options in Victoria. General financing options include personal loans, bridging loans or credit cards from banks or other financial institutions. There are also a small number of private lenders that offer specific products for rental bonds such as FairGo Finance, 2Apply Bond Loans and RentBond, which offers loans of up to $10,000 to cover bond payments interest-free for a 21-day period. 
The fees and debt recovery arrangements outlined in the Regulations are unlikely to have any competition impacts themselves. However, it is noted that the operation of the PRBS may impact the demand for these existing personal financing and bond loan products, as renters may choose to transfer a bond via the PRBS rather than take out a loan to cover a double bond payment. 
The equivalent fees (including application fees and interest rates) charged by the market for a loan for an average bond ranges from approximately $20 to $50 (with 75% of renters expected to pay within this range). This is broadly in line with the proposed $35 application fee for the PRBS. The introduction of the PRBS may therefore slightly reduce demand for loan products offered by the market, given the PRBS offers a similarly priced alternative to these products. Additionally, the PRBS reduces administrative financial burden (no loan application required), and no further costs arise in the case of a dispute (whereas alternative loan options would charge periodic interest based on duration). Reduced demand makes it more difficult for these suppliers to compete in the market, and there may therefore be some reduced incentive for them to compete. 
However, the impact on the market is likely to be limited due to the size of the personal loan market. Compared to the estimated PRBS fee revenue of $5.3 million per annum, the interest paid on the personal loan market in Australia is estimated as $5.4 billion (based on an average interest rate of 14% p.a. applied to national outstanding personal loan balances of $153 billion at September 2025,[footnoteRef:63] with a further allocation to Victoria based on population, which is approximately 25%[footnoteRef:64]). As such, the PRBS is estimated to represent 0.1% of the size of the personal loan market in Victoria. [63:  Jacaranda Finance, Australian Household Debt Statistics 2025, 2025, <https://www.jacarandafinance.com.au/general/average-australian-household-debt-statistics/>]  [64:  Australian Bureau of Statistics, National, State and Territory Population, 2025, <https://www.abs.gov.au/statistics/people/population/national-state-and-territory-population/latest-release#states-and-territories>] 

It is noted that the PRBS assists renters in transferring bonds or paying bond claims for rental bonds that have already been paid on a rental agreement, rather than financing renters’ initial bond payment, which bond loan products can offer. Participation in the PRBS is also on an opt-in basis and comes at a cost, so renters with a small bond amount and/or with strong access to credit may find it cheaper to take out a loan instead to cover a double bond payment. Because of this, the Regulations assessed in this RIS and the operation of the PRBS is unlikely to disproportionately restrict competition in the market for rental bond assistance products. 
Although there may be some competition impacts for bond loan products as a result of the PRBS, the PRBS will meet broader policy and social objectives, such as alleviating cost of living pressures for renters. 

[bookmark: _Toc221890918]Implementation plan
The PRBS is intended to commence in mid-2026. This chapter outlines the key activities that will be undertaken by the Department of Government Services between now and then to support the launch of the PRBS.
· Consultation and finalisation on the Regulations – this has involved the development of this RIS document, including the design of options for application and debt recovery fees and the assessment of these options against PRBS objectives. The next steps are to commence consultation on the RIS with relevant stakeholders and the public so that the proposed PRBS Regulations can be finalised in 2026.  
· Establishing the PRBS Guidelines – this involves the development of the Guidelines, which will specify the payment options, the process for entering payment plans, provisions and other key operational policies for the PRBS.
· Communications and awareness of the PRBS – this includes the design and the distribution of communication materials for key stakeholders that outline how the PRBS will work and how renters can participate in the PRBS. This is likely to include the development of frequently asked questions and other materials to support awareness and participation in the PRBS. 
· Operationalisation of the PRBS – this involves hiring staff and implementing adequate technology systems that will ensure the PRBS is ready to commence in early 2026. Additional resourcing is required to establish a contact centre, with available staff to respond to user inquiries at the point of go-live. The Government will also need to ensure adequate resources are available to process payment plans and undertake internal debt recovery activities. In addition to resourcing, necessary technology must be implemented to support contact centre functions and internal debt recovery activities, which may include establishing data platforms and obtaining appropriate software licenses.
· Evaluation – Assess the PRBS against its intended objectives. This includes establishing reporting processes that support the ongoing monitoring of the PRBS. The approach to evaluating the PRBS is discussed in Chapter 8.


[bookmark: _Toc221890919]Evaluation strategy
Evaluation of the preferred option in 6.1 will be critical to ensure the PRBS is meeting its long-term objectives. It will also support the effective administration of the PRBS over time.
This chapter outlines the various approaches to evaluating the PRBS, which include the desire for ongoing monitoring of the PRBS to support continual improvement, the Independent Legislative Review and the sunsetting process of the Regulations.
[bookmark: _Toc221890920]Ongoing monitoring of the PRBS
On an ongoing basis, the PRBS will be monitored to ensure that it is making progress against the objectives of the Regulations, outlined in Subchapter 3.2. To do this, the Government will monitor key operational parameters of the PRBS, such as the volume of users, the number and amount of unpaid debts, the volume and content of user complaints, the inquiries and feedback received on the PRBS user experience, the operating costs of the PRBS and the PRBS participation rate.
This data will be used to monitor the operational design and effectiveness of the PRBS and to evaluate the accuracy of any assumptions that were made prior to the implementation of the PRBS. This includes testing whether the assumed participation rates and estimated cost base have reflected the actual scope of the PRBS in its operation. Ongoing monitoring processes will also test the suitability of participation and debt recovery fees and assess the effectiveness of internal debt recovery activities and notices. 
These ongoing monitoring activities will support the refinement of the PRBS’ operations.
[bookmark: _Toc221890921]Independent Review  (between 1 and 3 years after commencement)
An independent review of the PRBS will be undertaken no sooner than 12 months after the commencement of the PRBS and no later than 3 years afterward, as specified by the amended RT Act in Section 423ZD. The review will consider the operation of the PRBS and other relevant matters.
A review of the fees charged under the scheme will be carried out, either as part of this independent review, or, alternatively, between 3 and 5 years following the commencement of the PRBS.
[bookmark: _Toc221890856][bookmark: _Toc221890922][bookmark: _Ref190858153][bookmark: _Toc191043332][bookmark: _Toc221890923]Sunsetting of the Regulations
The Regulations will sunset after 10 years. At this point, an evaluation of the Regulations will be undertaken to identify if they remain necessary, and if any refinements are necessary to support the continuing operation of the PRBS. As per the Victorian Guide to Regulation, the sunsetting process will involve consultation with relevant stakeholders to understand the effectiveness of the Regulations, and if any changes to the Regulations are required to ensure the PRBS continues to achieve its objectives.


[bookmark: _Toc221890924]Appendix A – Assumptions used in the analysis of options
This chapter provides further information on the assumptions outlined in 5.1.3.
Participation rate
The participation rate refers to the proportion of renters who choose to engage with the PRBS when they move between properties. This rate can differ under the various fee structures and options/sub-options.
Our approach to determining the participation rate for each scenario and fixed fee level involved determining an implied application fee derived from alternative short-term financing options available to renters. 
The participation rate is inversely related to the application fee: lower fees are expected to result in higher participation, while higher fees are likely to reduce uptake.
  Figure A1: Selected participation curve
[image: This graph shows the modelled participation rate for the PRBS. The graph shows how the participation rate would be expected to decline as the participation fee increases.]
To model this relationship, RTBA bond-level data was grouped increments of $100, with a calculation performed to determine the proportion of bonds within each cohort.  
Each cohort was then assigned an assumed access to credit (ie. interest rate they would have access to) if they were to adopt an alternative form of short-term financing to fund the second bond rather than using the PRBS as these 2 options offer similar outcomes. The range of interest rates available from these short-term financing options was researched and is outlined below:
  Table A1: Range of short-term financing options
	Credit Type 
	Interest Rate

	Personal Loans (Larger Banks)
	6%-22%[footnoteRef:65] [65:  Commonwealth Bank of Australia, Personal loans & car loans, 2025,  <https://www.commbank.com.au/personal-loans.html>] 


	Credit Cards
	20%-30%[footnoteRef:66] [66:  Latitude, Low Rate Mastercard, 2025,  <https://www.latitudefinancial.com.au/credit-cards/low-rate/>] 


	Non-Traditional Loans
	30%-60%[footnoteRef:67] [67:  City Finance, Our Loan Rates, 2025,  <https://cityfinance.com.au/our-costs/>] 


	Specialist Bond Loan Providers
	50% After 21 Days[footnoteRef:68] [68:  Fair Go Finance, VIC Rental Bond Loans, 2025, <https://www.fairgofinance.com.au/rental-bond-loans-vic/>] 



It was assumed that the lower bond cohorts would have a lower access to credit (i.e higher interest rates within the range quoted above), and this would gradually decrease as the bond amounts increased (i.e renters paying higher bond amounts would have better access to credit and lower interest rates). This profile is shown in the table below. 
  Table A2: Access to Credit Profile
	Min Bond ($)
	Max Bond ($)
	Proportion
	Access to Credit
	Notional Application Fee ($)

	0
	99
	0%
	60.0%
	2.50

	100
	199
	0%
	50.0%
	6.25

	200
	299
	0%
	40.0%
	8.33

	300
	399
	0%
	30.0%
	8.75

	400
	499
	1%
	29.5%
	11.06

	500
	599
	1%
	29.0%
	13.29

	600
	699
	1%
	28.5%
	15.44

	700
	799
	1%
	28.0%
	17.50

	800
	899
	1%
	27.5%
	19.48

	900
	999
	1%
	27.0%
	21.38

	1000
	1099
	2%
	26.5%
	23.19

	1100
	1199
	2%
	26.0%
	24.92

	1200
	1299
	3%
	25.5%
	26.56

	1300
	1399
	4%
	25.0%
	28.13

	1400
	1499
	4%
	24.5%
	29.60

	1500
	1599
	4%
	24.0%
	31.00

	1600
	1699
	5%
	23.5%
	32.31

	1700
	1799
	5%
	23.0%
	33.54

	1800
	1899
	5%
	22.8%
	35.07

	1900
	1999
	5%
	22.5%
	36.56

	2000
	2099
	5%
	22.3%
	38.01

	2100
	2199
	5%
	22.0%
	39.42

	2200
	2299
	4%
	21.8%
	40.78

	2300
	2399
	4%
	21.5%
	42.10

	2400
	2499
	3%
	21.3%
	43.39

	2500
	2599
	3%
	21.0%
	44.63

	2600
	2699
	3%
	20.8%
	45.82

	2700
	2799
	2%
	20.5%
	46.98

	2800
	2899
	2%
	20.3%
	48.09

	2900
	2999
	2%
	20.0%
	49.17

	3000
	3099
	2%
	19.8%
	50.20

	3100
	3199
	2%
	19.5%
	51.19

	3200
	3299
	2%
	19.3%
	52.14

	3300
	3399
	2%
	19.0%
	53.04

	3400
	3499
	1%
	18.8%
	53.91

	3500
	3599
	1%
	18.5%
	54.73

	3600
	3699
	1%
	16.5%
	50.19

	3700
	3799
	1%
	14.5%
	45.31

	3800
	3899
	1%
	12.5%
	40.10

	3900
	3999
	1%
	10.5%
	34.56

	4000
	4099
	1%
	10.0%
	33.75

	4100
	4199
	1%
	9.5%
	32.85

	4200
	4299
	1%
	9.0%
	31.88

	4300
	4399
	1%
	8.5%
	30.81

	4400
	4499
	1%
	8.0%
	29.67

	4500
	4599
	1%
	7.5%
	28.44

	4600
	4699
	1%
	7.0%
	27.13

	4700
	4799
	1%
	6.5%
	25.73

	4800
	4899
	1%
	6.0%
	24.25

	4900
	4999
	0%
	5.5%
	22.69

	5000
	99999999
	1%
	5.0%
	21.04



The interest rate that each renter cohort has access to increases with bond size, with the lowest bond cohort assumed to only have access towards the higher end of the range of interest rates within Table A1 (~60%). This is assumed to decrease quickly towards the 20%-30% range, which is aligned to a majority of Australians having access to a credit card[footnoteRef:69]. For higher bond balances of $3,000 or more, access to personal loans at larger banks becomes possible, further reducing interest rates as per Table A1.  [69:  Money.com.au, Credit Card Debt Statistics 2026, 2026, <https://www.money.com.au/credit-cards/research-insights/credit-card-statistics#:~:text=How%20many%20credit%20cards%20do,free%20up%20their%20borrowing%20capacity.>] 

For each cohort, an initial participation curve was determined based on the point at which the actual application fee exceeds the notional application fee implied by the short-term financing options (ie. when it becomes rational to opt for alternative credit over the PRBS). 
Additional adjustments were made to the participation curve to allow for the 2 following factors:
· A proportion of renters may not make a comparison between the cost of the PRBS and short-term financing alternatives to optimise cost. Based on research on insurance policy renewals, approximately 60% of policyholders renewed their home insurance without searching for alternatives[footnoteRef:70]. This was adopted as the proportion of renters expected to pay for the PRBS without searching for alternative short-term financing options. [70:  Roy Morgan, Australians are increasingly approaching other companies before renewing their household insurance, 2023, <https://www.roymorgan.com/findings/9337-general-insurance-policy-switching-october-2023>] 

· Maximum participation rates is expected to be approximately 80% due to eligibility criteria which excludes the following cohorts of renters:
· ~10% of renters transitioning to home ownership.[footnoteRef:71]  [71:  The University of Melbourne, Is rent-for-life becoming the new norm for families, 2018, << https://pursuit.unimelb.edu.au/articles/is-Is rent-for-life- becoming- the- new- norm- for- families? | Pursuit by the University of Melbourne>>] 

· ~5% of renter bonds are funded by Homes Victoria and hence ineligible for the PRBS.[footnoteRef:72]  [72:  Residential Tenancies Bond Authority, RTBA data briefing with follow-up 130824 (FY24 data)] 

· ~4% of renter bonds are related to share houses with 3 or more members, which typically have lower rates of moving together (which is an eligibility requirement of the PRBS).[footnoteRef:73]   [73:  Residential Tenancies Bond Authority, RTBA data briefing with follow-up 130824 (FY24 data)] 

· ~1-2% of renters utilise non-electronic methods of bond lodgements which is not a feature of the PRBS.[footnoteRef:74]  [74:  Residential Tenancies Bond Authority, Annual Report 2023-24, <https://www.consumer.vic.gov.au/library/publications/about-us/rtba/202324-residential-tenancies-bond-authority.pdf>] 

The initial participation curve was scaled to allow for 60% of renters not searching for alternatives at a $30 application fee (given this is roughly the average notional application fee implied by alternative credit options), with this proportion decreasing as the application fee increases (i.e. as more renters would become price-sensitive at higher application fees). It was assumed that this would decrease to 5% of renters who would still participate in the PRBS at an application fee of $75, to effectively allow for a small proportion of renters who may be price insensitive.
A further adjustment was also made to cap the participation rate at 80% (with the remaining curve also scaled down by 20%) given it is expected that 20% of renters will be ineligible for the scheme.
As the application fee increases, the model assumes a corresponding decrease in participation rate, consistent with observed and expected renter behaviour. However, while careful consideration has been made to inform the participation curve, it remains assumption-based, with a high degree of uncertainty and as such, a sensitivity analysis has been included in Subchapter 6.3.3.
Claim rate
For the purposes of this analysis, the claim rate is defined as the proportion of total refunded bond funds that are repaid to the rental provider, whether the refund is made to the renter or the rental provider. Based on 2023-24 data from the Residential Tenancies Bond Authority (RTBA), the claim rate is approximately 18% (as determined by 10% of all bond repayments fully paid to the rental provider with the remaining 25% split between the renter and rental provider). This figure has been adopted for analysis.
Non-payment rate
The non-payment rate is defined as the proportion of debts to Government that are not paid on time (i.e. overdue after the initial eight weeks after the debt is established). This reflects the non-payment rate reported by local Australian councils.[footnoteRef:75] [75:   Essential Services Commission, Local Councils outcomes report 2025, 2025, <Local Council outcomes report 2025 | Essential Services Commission>] 

Debt write-off rate
The debt write-off rate represents the proportion of overdue bond payments that are deemed unrecoverable. It is calculated as the complement of the debt recovery rate.
The financial cashflow model adopted a debt recovery rate assumption of 66%, which corresponds to an internal debt recovery duration of no less than 7 days between notices (~4-weeks) and an external debt recovery duration of 12 months. The debt write-off rate is, therefore, 34%.
The rationale for selecting this assumption is outlined in detail in Subchapter 6.2.1.
Inflation
Given analysis of the PRBS cashflows occurs over a long-term horizon (between 3 to 10 years), cashflows are expected to be inflated over time. There are three metrics of inflation relevant to the analysis as detailed below:
· Consumer Price Index (CPI): A future CPI inflation rate of 2.5% was adopted, reflecting the long-term target range from the RBA of 2-3%. The exception was for the 2026-27 year where 3% was adopted to align with RBA forecasts. This is applied to the application fee, debt recovery fee and annual operating costs annually. This is intended to function as a proxy for the increase to fee units over time.
· Rental Bond Value Growth: A future rental bond value growth rate of 4.0% p.a. was adopted, reflecting the six-year average historical rental growth rate of Victoria.[footnoteRef:76] This is applied to the average value of bonds repaid each year, which subsequently impacts the number of bonds participating in the PRBS. This is intended to represent a long-term average assumption, which may deviate from shorter-term forecasts for 2026. [76:  Residential Tenancies Bond Authority, RTBA data briefing with follow-up 130824 (FY24 data)] 

· Growth in Number of Bonds Repaid: A 1.7% growth rate in the number of repaid bonds each year was adopted, closely aligning to the long-term (ten-year) average historical growth rate of bonds repaid in Victoria[footnoteRef:77] (~2%).  This is applied to the number of bonds repaid each year, which subsequently impacts the number of bonds participating in the PRBS. [77:  Residential Tenancies Bond Authority, Annual Reports, updated 2025, <https://www.consumer.vic.gov.au/about-us/statutory-bodies-and-committees/residential-tenancies-bond-authority>] 

Discounting
A discount rate of 4% p.a. is applied to all future cashflows to calculate their present value. Based on guidance from the Department of Treasury and Finance, it was recommended that this discount rate be used for the provision of goods and services where the benefits are not easily quantifiable in monetary terms[footnoteRef:78]. [78:  Department of Treasury and Finance, Guidance on Discount Rates, updated 2026, <https://www.dtf.vic.gov.au/wage-inflation-and-discount-rates>] 



[bookmark: _Toc221890925]Appendix B - Model schematic (cash inflows and outflows)
This chapter provides further information on the cash inflows and outflows considered as part of the analysis of options, along with a model schematic to demonstrate the yearly cashflow calculation.
The following cashflows are modelled as part of the options assessment:
· (Inflow #1) Application fee revenue, which is considered a key consideration given flow-on impact to:
· Participation rate into the PRBS,
· Subsequent impact on number and cost of bonds with claims,
· Number of dollars of debts established against renters, and;
· Volume and cost of debt write-offs due to renters not paying their debt to Government.
· (Inflow #2) Internal debt recovery fee revenue, which refers to the additional fee charged to renters with overdue debt to recover the costs incurred by Government in pursuing the debt and is dependent on:
· Volume and cost of debts that are paid on time (as this fee is only applied to renters that miss the eight week deadline);
· Debt write-off rates, volumes and costs as Government is only able to recover from renters that ultimately pay their debt.
· (Outflow #1) Costs from debt write-offs due to renters not paying their debt to Government. A portion of this may be recovered as part of the application fee.
· (Outflow #2) Annual operating costs to Government which are intended to be recovered from the application fee and internal debt recovery fee revenue.
    Figure B1: Operating schematic for the PRBS
[image: This diagram shows the net cashflow for the PRBS. The diagram shows how the key steps in the PRBS result in the net financial position for the scheme.]















The impacts of different fee options are illustrated in this chapter by considering the relative advantages and disadvantages of varying fee levels. Assumptions observed in the diagram above and adopted for analysis are detailed in later chapters of this document (Subchapters 5.2.3 and 5.3.3).
[bookmark: _Toc221890926]Appendix C – The Government’s Pricing for Value Guide
In implementing a PRBS in Victoria, a fee setting process must be adhered to. In line with the direction from the Treasurer and Department of Treasury and Finance, the Government’s Pricing for Value principles must be considered when setting fees.
The Pricing for Value guide sets out 12 pricing principles that extend beyond mere cost recovery, offering a rigorous framework for Government entities to use when evaluating, creating, and reviewing user charges and regulatory fees. This guide aims to ensure that cost recovery practices in Victoria are transparent, efficient, effective, and comply with legislative requirements and Government policy.
Within this framework, cost recovery is just one of a comprehensive set of principles. These principles cover various scenarios where it may be appropriate to set prices for individual regulatory activities at, above, or below their actual costs, such as setting prices above cost to signal higher risks to regulated parties or below cost to prevent barriers to entry or other unintended negative consequences (including barriers to entry).
The Pricing for Value Pricing Principles are intentionally flexible, allowing them to be applied across a variety of scenarios, including the State's provision of services and industry-managed co-regulatory schemes. For the purposes of this RIS, the table below offers a summary of the key pricing principles and their interpretation in the context of setting the fees for this PRBS. These principles have guided the fee setting process and will be incorporated into the analysis of options in this RIS.
Table C120: Victorian Government Pricing for Value Pricing Principles
	Principle
	Application to this RIS

	1
	Agencies should aim to recover the full costs of service provision to promote efficient consumption
	The fee pricing should reflect the costs of delivering the associated rental bond services. Doing so ensures that the value of resources required to administer the PRBS are known. It also ensures that costs are only borne by those who engage in or interact with the PRBS.
	ü

	2
	The cost-of-service provision should be borne by those who benefit from the service
	Only those wishing to engage in the PRBS should be required to pay the application fee. Similarly, only those with an overdue debt should be required to pay the debt recovery fee.
	ü

	3
	Services creating broad benefits for the community should be priced to support efficient consumption
	While there is a public benefit to participants in the PRBS, this benefit would be outweighed if the PRBS wasn’t fully cost recovered. Options explored in this RIS ensure full cost recovery and hence support efficient consumption of the PRBS.
	ü

	4
	The cost of interagency services should be borne by the user agency
	There is not expected to be any costs borne by other Government agencies, and the users of this scheme are private renters. This principle does not apply. 
	û

	5
	The price of services should not limit access to those with a lower ability to pay
	Despite the PRBS being operated on an opt-in basis, pricing should not be expected to be a barrier for entry for low-income households. Considerations for this have been made in the broader MCA assessment in Subchapter 5.3.3.
	ü

	6
	Users should pay for differentiated service based on the value created by that differentiation
	There is not expected to be different services for renters who have a higher willingness to pay.
	û

	7
	The public should share in the value generated by pricing based on user differentiation
	There is no differentiation of pricing based on factors such as ability to pay or risk profile. A flat uniform application fee is applied to all participants, and a flat uniform debt recovery fee is applied to all renters with an overdue debt.
	û

	8
	Pricing should support positive behaviours
	The implementation of a debt recovery fee encourages renters to repay their debt in a timely manner where possible, a positive practice that would improve the efficiency of the PRBS.
	ü

	9
	Pricing should ensure sustainable usage of public services and reflect the value of natural resources
	The PRBS ensures sustainable usage of public services by operating on a basis of full cost base recovery. This enables the Government to recover all recurring costs and resources required to administer the PRBS, including the operating costs and debt write-offs.
	ü

	10
	Where services are in competition with the private sector, pricing should be relative to market prices
	There are a range of credit products or bond loan products available in the market, which allow renters to take out a loan to cover a double bond payment. Although the PRBS will not operate on a commercial basis, it does offer an alternative to these products.   
	ü

	11
	Pricing structures should be easy to understand and simple to administer
	The application and debt recovery fee structure should be straightforward for users to comprehend and easy for the regulator to manage. Whenever possible, the Regulator should adopt simple and clear schedules of fee types to reduce complexity and minimise the time required for administrative processing.
	ü

	12
	Pricing arrangements should be monitored annually and reviewed periodically
	The periodic review of fees is defined in the legislation and will not be used to differentiate between the fee options.
	û



The following table notes how the preferred option for the application fee and debt recovery fee supports the relevant principles identified above. 
Table C221: Alignment of the preferred option with Victorian Government Pricing for Value Pricing Principles 
	Relevant principle
	Alignment of Preferred Option 

	1
	Agencies should aim to recover the full costs of service provision to promote efficient consumption
	The preferred option supports full cost recovery. 
	ü

	2
	The cost-of-service provision should be borne by those who benefit from the service
	The preferred option ensures the costs of the PRBS are incurred by the users of the scheme. 
	ü

	3
	Services creating broad benefits for the community should be priced to support efficient consumption
	The preferred option ensures full cost recovery and hence supports efficient consumption of the PRBS. 
	ü

	5
	The price of services should not limit access to those with a lower ability to pay
	The fee levels in preferred option are considered to support access to the PRBS and not be too high such as to those with a lower ability to pay. 
	ü

	8
	Pricing should support positive behaviours
	The implementation of a debt recovery fee for all overdue debts encourages renters to repay their debt in a timely manner. 
	ü

	9
	Pricing should ensure sustainable usage of public services and reflect the value of natural resources
	The preferred option supports sustainable usage of public services by operating on a basis of full cost base recovery.
	ü

	10
	Where services are in competition with the private sector, pricing should be relative to market prices
	The preferred option may have some competition impacts, which are discussed in Subchapter 6.5.  
	ü

	11
	Pricing structures should be easy to understand and simple to administer
	The flat fees in the preferred option are easy to understand and simple for Government to administer. 
	ü
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