
28 th January 2010 

Dear ACCC, 

Attached is the response of the Property Investors Association of Australia (PIAA) to the application 

of the REINSW application to you to supply Accreditation Services to Real Estate licensees and sales 

agents. 

We found their submission difficult to work with as it did not give any discussion on the potential 

impact of the proposed qualifications on their clients and the market place. Consequently we have 

set out information based on our concerns in addressing issues we believe may be caused . 

Please come back to me if you have any questions or you require more information. We would 

welcome the opportunity to have more dialogue about this application. 

Yours sincerely 

Rosemary Johnston 

Regulation Ready Manager 

The Property Investors Association of Australia 

0411382312 

A: PO Box 615, Chatswood NSW 2057; T: 0294999499 
W : www.piaa.asn.au; ABN: 67 840977 DOS 
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Submission 

Issue 

2 	 (a) 

1. 	 REINSW proposes to provide qualifying individual REINSW Members with annual 

accreditation as an Accredited Property Specialist (Accreditation Services.) 

2. 	 Real Estate training courses (Training Services) provided by REINSW approved 

Registered Training Organisations (RTOs) or REINSW approved trainers (Approved 

Trainers). 

The Property Investors Association of Australia (PIAA) 

PIAA is an investor organisation seeking to support investors to help them make better 

investment decisions. We studied the report of the Joint Parliamentary Committee into the 

spruiking of the last property boom and characterised by Henry Kaye, July 20005 (Safe as 

Houses). This report identified that supporting investors directly faced issues of cost, 

marketing and engagement whereas successful international models acted on increasing the 

professionalism and transparency of the Property Investment Advice Industry and were 

measurably successful. 

PIAA provides three main services: 

1. 	 An informational web site providing educational information, professional directory of 

PIAA Accredited Property Investment Advisors, and information about our credentialing 

services for Developers and Investors. 

2. 	 Credentialing Services in standardised Due Diligence. PIAA offers developers an 

independent due diligence audit. This services rates the quality, quantity, timeliness and 

accuracy of the information provided about the development itself. PIAA also provides 

an Advantage Statement, an independent review of the area of the development and its 

potential capital gains and rental returns drivers that support successful investing. 

3. 	 A professional educational service for Property Investment Advisors. The course was 

developed after consultation with industry leaders, allied industry associations and their 

leaders, parliamentarians and key business stakeholders. It is run under the auspices of 

an Registered Training Organisation (RTO) and includes: 

a. RG 146 Financial Services units of General and Investment Advice. 

Purpose: 	 To enable the performance of tailoring investment to the individual 

client circumstances and goals, 
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To enable the compliance with business standards though not 

licensing requirements of ASIC for presenting capital asset 

investment advice, 

To enable them to be regulation ready for potential ASIC regulation. 

b. 	 A Real Estate qualification depending on their business structure this is either a 

Certificate of Registration, a Buyer's Agent Licence or a Full Real Estate Licence. 

Purpose: 	 To enable support for the client through the purchasing process 

To enable them to legally manage the sales process if this is their 

business req uirement. 

c. 	 PIA01, a new course based in registered competencies with NTIS that enables 

the graduate to provide 

• 	 Tailor investment advice to the clients circumstances and goals 

• 	 Develop an investment strategy to support the clients investment 

goals 

• 	 Provide risk analysis and mitigation for their investment strategy to 

suit their circumstances 

• 	 Model different potential investments individually and within their 

existing or proposed portfolio for virtual trialling 

• 	 Provide professional due diligence from reputable sources 

• 	 Transparently and professionally disclose vested interests, 

commissions and other selected property listings 

• 	 Inform the client of their options to support their investment 

education 

This course is currently being prepared for submission to NTIS and NARA for Diploma status 

in Property Investment Advice via our RTO. 

Graduates are currently; 

• 	 Accredited with PIAA for all three components, or Certified with PIAA for PIAOl 

alone using a Trademarked Logo 

• 	 Listed on our website to support investors having a forum from which to seek 

Advisors as there is no Yellow Pages listing, 

• 	 Supported with web based tools to enable multiple property modelling to support 

investor virtual education into sustainable investment and hence practical decision 

making, and 
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• 	 Offered Professional Indemnity Insurance. Just secured, first policies to be offered 

next month . 

Response to REINSW points: 

1. 	 REINSW 

2. 	 Development of REINSW Specialist Accreditation Programme 

The I nstitute has set out : 

• 	 The sectors, 

• 	 The qualifications each individual needs to have to participate in additional 

education, and 

• 	 The ongoing requirements and management to maintain their specialist status. 

All of this is supportive of the business and regulatory compliance of running a Registered 

Training Organisation. However the information provided about the content of the course 

and its proposed support for the community is very limited. As a result we are not fully able 

to understand the intentions of the REINSW. 

Consequently we have provided information about our concerns around the scope of this 

content and the resultant professional claims individuals may intend to make. We would 

like to ensure that they are not straying deliberately or inadvertently into the area of 

Property Investment Advice . 

Whilst many real estate agents act with considerable professionalism it is from this section 

of the business arena that spruikers are drawn. Spruikers being those limited numbers of 

individuals who use their considerable charisma and charm to elicit the confidence of 

uninformed or poorly educated investors to part with their money. The assets purchased 

usually fail to perform because of disregard for the fundamental principles of investing. 

Spruiked properties may underperform due to: 

• 	 Over inflated entry (purchase) prices for assets 

• 	 Poor location and hence limited opportunity for the asset to perform at 

average capital growth rates over time, and 

• 	 Difficulty in attracting tenants or attracting high maintenance tenants both 

of which further erode potential returns. 

We know spruikers can have significant impact based on our experience of complaints about 

professional conduct of members of the real estate community and our interest in the cases 

of Henry Kaye, Kovelan Bangaru and other high profile though currently unprosecuted 

property spruikers. The net result is the investors involved have often substantially eroded 

their retirement income potential. 
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To avoid the rise of this sector in the investment community again, and to support investors 

with quality performance based investment advice are the basis of our major concerns. It is 

our opinion that the skill set required to provide performance based property investment 

advice tailored to the client's circumstances requires specialist education that is not based in 

the premises of real estate transactions nor the current educational requirements of real 

estate professionals. 

a) 	 It is our concern that the conduct of many Real Estate professionals in the field is to 

act in apparent support of the investor in providing real estate style information 

about property investment. We object to this for a number of reasons: 

Concern 1. 

The Real Property Act in each state is different. It is our understanding that it 

describes the process of a real estate professional supporting the sales process 

of a property between two unknown parties. The Act also states in each 

Jurisdiction bar Victoria that the Real Estate Professional may act for either, 

but never both, the vendor or the buyer. 

Our concerns are that many real estate professionals are currently accepting 

listings from vendors, often with service level agreements. They are then 

presenting their sales material in the format of "property investment 

advice". This material is designed for the performance of the sale as a real 

estate transaction: to create an emotional connection with a property, to 

enhance the appeal or glamour of the property/opportunity, and, to 

enhance the perceived scarcity of the opportunity/potential results. 

Firstly, a real estate transaction does not support the provision of capital 

asset investment advice: 

• 	 It is not of the correct business standard for the quality and quantity 

of information required 

• 	 Does not evaluate the potential performance with appropriate due 

diligence for capital growth and rental returns potential 

• 	 Does not take into account the circumstances of the investor 

• 	 Does not create a strategy or plan to support sustainable 

investment over time 

• 	 Does not take into account the risks of the investment or the risk 

profile of the investor 

• 	 Does not take into account their risk profile and seek to mitigate 

potentia I risks 
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• 	 Does not show the investor virtual modelling to enable them to 

appreciate the nature of the decision they are making and 

appreciate the potential impact on their lives. 

Secondly, this appearance of acting for the buyer when they have accepted 

a listing from a vendor, and hence are law bound to act for the vendor only, 

is neither professionally transparent nor compliant with current market 

expectations of professional business standards. 

If investors knew that the agent was not acting primarily for them how 

might this change the nature of the interaction? The ensuring clarity in the 

market place alone would prevent many investors from taking 

unnecessary and unsustainable risks with their property investment 

capital. 

Concern Two 

The investment information is often presented as appropriate for a real 

estate sale which is all the law currently requires, but it is not sufficient to 

meet investor expectations or current financial planning standards as an 

investment product for sustainable investment. 

Our current definition of real estate marketing material and investment 

advice has recently changed. 

Previously it was the Safe as Houses definition from the Joint Parliamentary 

Committee that: 

• 	Real estate expertise was historical and current performance of 

property in their area . 

• Property investment advice expertise was projections of potential 

future performance based on past performance, and use of expert 

information to support these projections. 

Our new and evolving definition is more pertinent to the nature of advice 

based in the Financial Service and the Financial Services Reform Actsi. 

• 	 Real estate expertise is using the information provided by the 

vendor to present to the client to support the sales process. 

Typically this would be glossy brochures and maybe some other 

material 

• 	 Property Investment Advice is the creation of additional 

information and material to support the capital asset decision 

making process. It is led by the performance of the property 
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and tailored into the personal circumstances of the individual(s) 

and their risk profile for sustainable investment. 

This definition is reflective of the Financial Services Act and the nature of 

advice in financial business communities. Under this definition it is our 

concern that many real estate agents are modifying information from the 

developer or the vendor and in doing so are taking personal responsibility 

this additional information and the resultant advice. They are not being 

informed of this additional liability and many are unaware of the business 

risks they are taking. Some are even straying into the domain of Financial 

Advice and Mortgage Broking Advice . 

The purpose of the additional material is, in general, to create greater 

confidence in the investor and more sales for that property, hence meeting 

service level agreements with vendors. We have been told of situations 

where the investor is literally picking properties to invest in from pictures 

and information with no reference to their circumstances and a planned 

strategy of sustainable success. Much of the information is not of a 

standard we would deem appropriate, mainly consisting of past property 

sales, newspaper articles and ABS modified demographic information. 

At PIAA we hear from many disgruntled investors looking for support and to 

understand their options. We also hear from many that are disappointed 

with the performance of their property investment portfolios. 

We are also aware through networking in the sector that many magazine 

articles writing about purportedly successful property investors are merely 

presenting a gloss view when the underlying facts are that the featured 

property investor is often struggling with their debt burden and close to 

collapsing into bankruptcy. 

It seems many real estate professionals operating in the property 

investment advice sector are in fact seeking to load their clients to their 

full borrowing capacity and full negative gearing potential with no 

underlying sustainable strategy for holding, let alone exit or down scaling 

should health or career change. This is driven by the real estate 

professionals needs to support their business results with their vendors 

and is rarely disclosed to the investor. 

We strongly support the investor being given much more prudent 

information to support their sustainable investment. This is anchored on a 

sustainable strategy to pre mapped their investment intentions, virtually 

challenged to understand the potential impact of the investors and general 

A: PO Box 615, Chatswood NSW 2057; T: 0294999499 
W: www.piaa.asn.au; ABN: 67 840977 005 

http:www.piaa.asn.au


concerns, tailored to their circumstances and potential performance-based 

assessment of individual property selections. 

Concern 3. 

To increase investment commitment in reluctant/potentially more prudent 

investors, they are regularly given best scenario rental returns to model 

their holding costs. When the property settles and these rental returns are 

not delivered many investors are unable to proceed to acquire the number 

of investment properties they need to meet their investment goals. They 

may even be compromised in their life style choices which can lead to 

serious financial hardship for some. 

Concern 4. 

Lastly the terminology of the REINSW proposal uses specialist to denote 

someone with a higher real estate qualification. Our concern is that this 

terminology is the same as that used by Property Investment Advisors . 

Further blurring and confusion within the investor community about the 

type of professional and the style of information they need to be 

considering for an individual asset purchases would not be useful. 

3. The Conduct 

REINSW have presented information about their proposed conduct in relation to their 

training candidates and have not presented information in relation to the conduct of these 

members in with the public. 

PIAA would support the REINSW in creating business standards that are clear and allow 

inclusion or disqualification from their community of professionals based on their 

professionalism, transparency and business activities with their clients. 

PIAA is currently reviewing the model offered by the FPA; a well structured peer review 

committee to evaluate misconduct and seek appropriate education or action. This is a 

comprehensive and considered document. 

4. The Market 

REINSW has talked about the market as the individuals they are seeking to train. However 

these individuals will be going to into the market place with their clients with fresh 

qualifications that they presumably will want to make additional claims about. 
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PIAA would support REINSW talking about the needs of the investor market they are seeking 

to support; further confusion in the market place about where to seek real estate services 

and where to seek property investment advice would be most unfortunate . 

PIAA was invited to present, along with Senator Nick Sherry in his capacity as Minister for 

Superannuation and Corporate Law, at the Financial Services Summit in Sydney in 2008. We 

astounded the other attendees from various sectors of the Finance Industry that we were an 

unregulated industry, without a listing in the Yellow Pages and hence investors were more 

vulnerable as they had to assess the credentials of their property investment advisor 

personally. 

Currently investors seeking a suitably qualified and supportive investment advisor can use: 

• 	 Investment Magazines for advertisements for professionals 

• 	 "Educational" Seminars; thinly disguised sales events at worst and useful but 

incomplete education at best, 

• 	 Networks of friends 

• 	 Accredited Professionals from PIAA 

• 	 Various other professional qualifications from various institutes that we 

believe do not provide the business standards and process to support 

property investment advice being standardised across the industry. 

PIAA believes that regulation of the property investment advice industry is critical. The vast 

majority of investors interviewed about why they are investing state it is to support their 

retirement income. Given this is a huge financial burden on the Federal Government it is in 

no one's interests that investors have limited opportunities to be successful due to the 

confusion about the professional required and their qualifications. 

We believe education would be a useful place to create a barrier to entry for professionals in 

this field. Our recently acquire Professional Indemnity Insurance for Graduates of our 

Accreditation Course provides support for additional compliance within their business 

practices. 

PIAA has also created a set of proprietary software tools to support virtual modelling of 

investment portfolios to support investor decision making. Currently investment strategy 

modelling is limited with most tools providing modelling for only individual properties. 

A major concern is that we are seeing many situations where the concept of a strategy for 

investment is being degraded or undermined in the real estate trained professional sector. 

• 	 Entry phase of a strategy is being equated to lending capability 

• 	 Holding phase being equated to how many cups of coffee/ bottles of water/ 


sandwiches you don't have a day, and 


• 	 Exit phase being equated to buy and hold forever - which is not a strategy but a lack 

of planning. Alternatively investors are offered a release equity strategy to 
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cannibalise their portfolio over time. This strategy relies on banking lending policies 

at the time of their planned exit being sympathetic to this erosion of asset base by 

living costs. 

Investors are confused by this and think this is the standard of investment strategies in 

the market place and the current standard is representative of good advice. Real 

strategies show how to buy, hold and sell property and create sustainable wealth over 

time that are not based on the performance of the professionals business interests. 

The period of investment may be one to two property cycles which could be 7 to 20 

years depending on their investment choices. 

5. Public Benefit and Detriment 

REINSW have addressed their potential participants concerns regarding additional training 

or no additional training as the choice being offered. They have not addressed how this will 

be used in the market place, what messaging will be used and how this might impact 

property investors. 

PIAA once again expresses its concerns that investors are not caught up in a new wave of 

claims by Real Estate Professionals that cloud the fact that they are not property capital 

asset investment specialists. Most do not have the training, in many cases they do not 

have the business standards and are not being transparent in line with current business 

expectations about whose interests they are supporting. 

Material presented in the market place addresses these concerns also. 

i Provided by Michael Perkins, Principal at SCL Andreyev and special advisor to FPA on the discrepancy in the 
law between the financial services act and the corporations act. 

http://dnn.scla.com.a u/Home/AboutUs/tabid/80/Articleld/97/Michael-Perki ns.aspx 
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