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	Practice activity
Learning activities help you to gain a clear understanding of the content in this resource.  It is important for you to complete these activities, as they will enhance your learning. The activities will prepare you for assessments.

	[image: ]
	Collaboration
You will have opportunities to collaborate with others during your study. This could involve group activities such as mini projects or discussions that will enable you to explore and expand your understanding of the content.  
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	Self-check
An activity that allows you to check your learning progress. The self-check activity gives you the opportunity to identify areas of learning where you could improve. If you identify these, you could review the relevant content or activities.
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	Resources (required and suggested)
Additional resources throughout this workbook such as chapters from textbooks, online articles, videos etc. These are supplementary resources, which will enhance your learning experience and may help you complete the unit.
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	Assessment task
At different stages throughout the workbook, after you have completed the readings and activities, you may be prompted to complete one or more of your assessment tasks.
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	Video
Videos will give you a deeper insight into the content covered in this workbook. If you are working from a printed version, you will need to look these up using the URL provided.
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[bookmark: _Toc23490296]What will I learn by completing this workbook? 
This workbook has been developed for the unit of competency CPPREP4005 Prepare to work with real estate trust accounts. 
Successfully completing this unit of competency will give you the skills and knowledge required to prepare working with real estate trust accounts.
In this workbook, you will learn:
· What is a trust account?
· Trust account procedures.
· Computerised software and trust accounts.
Each topic includes opportunities to check your progress and understanding as well as activities that will help you to complete the formal assessments. 
Alright, let’s get started!
[bookmark: _Toc518640492]
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[bookmark: _Toc23490298]1.1 Overview
In this topic you will learn about:
Analysing legislation relating to the operation of trust accounts in real estate
The purpose of trust accounts in real estate
Analysing regulatory requirements for the operation of trust accounts
Roles and responsibilities of real estate personnel for trust account activities
Scope and limitations of own role for trust account activities
Responsibilities of licensee in charge
Inaccuracies in trust account and trust account fraud
The activities throughout this resource will assist you in your learning. These activities do not form a part of your final assessment however they will contribute to your understanding of the topic area.
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Figure 1 Trust account
The real estate agents collect and disburse funds on behalf of their clients by way of a statutory trust account. All monies received for and on behalf of another person must go into the trust account.
A statutory trust account is required in certain industries where funds need to be held on behalf of clients for particular purposes e.g. settlements and rental payments. There are no listed beneficiaries for a Statutory Trust Account and there are no trust deeds. A Statutory Trust Account is not an operating account for running day to day business. Some legislation refers to Statutory Trust Accounts as “general trust accounts’.
In real estate all agencies that collect and hold money for clients must go into a Statutory Trust Account, and the keeping and maintaining a trust account are set out by the Property Stock and Business Agents Act 2002 and the Property Stock and Business Agents Regulations 2014 and real estate agents must ensure that they comply with the requirements which may include limitations on account access (e.g. no cash transactions), naming conventions for the account.
Legislation requires all real estate agents, stock and station agents, strata/community managing agents and business agents have separate trust accounts for sales and property management transactions. Strata/community managing agents keep administration and sinking funds in separate trust accounts.
In addition to these, separate trust accounts may be opened for the exclusive use of vendors and purchasers in the sale of land.  In this case interest earned on the trust account can be transferred to the vendor and purchase on the settlement of the sale.
Section 86 of the Property Stock and Business Agents Act 2002 states: 

86 Trust money to be paid into trust account
(1) Money received for or on behalf of any person by a licensee in connection with the licensee’s business as a licensee:
(a) is to be held by the licensee or (if the licensee is employed by a corporation) by the corporation, exclusively for that person, and
(b) is to be paid to the person or disbursed as the person directs, and
(c) until so paid or disbursed is to be paid into and retained in a trust account (whether general or separate) at an authorised deposit-taking institution in New South Wales and approved by the Secretary for the purposes of this Part.
Maximum penalty: 100 penalty units. (Excerpt only) https://www.legislation.nsw.gov.au/#/view/act/2002/66/whole#%2Fpart7%2Fdiv2%2Fsec86  (Fair Trading 2019)
The agency cannot use trust funds to make payments other than as authorised by the principals (clients such as vendors, landlords, tenants, tradespeople).
It is important to note that agency business payments and expenses such as wages are made from a general account and cannot be made from a trust account money.
The NSW Office of Fair Trading has the role of administering and enforcing the legislation.   Read more about that role on their website https://www.fairtrading.nsw.gov.au/housing-and-property/property-professionals/running-a-property-agency/trust-accounts
The following has been taken from Fair Trading website in relation to Trust accounts.
“Licensees under the Property, Stock & Business Agents Act 2002 must hold clients’ funds in a trust account. The trust account must be kept at an authorised deposit-taking institution in NSW.” (Fair Trading, 2019)
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[bookmark: _Toc11228388][bookmark: _Toc23490300]Activity 1.1: Opening trust accounts
Estimated duration: 15 minutes
Go to NSW Fair Trading at https://www.fairtrading.nsw.gov.au/housing-and-property/property-professionals/running-a-property-agency/trust-accounts) (Fair Trading, 2019) and list the requirements when opening a trust account.




[bookmark: _Toc23490301]1.3 Unique identifying numbers for general trust accounts
Under the Property Stock and Business Agents Regulation 2014:
· A licensee who opens a trust account must provide the authorised deposit-taking institution (bank) with a unique identifying number obtained from NSW Fair Trading (through NSW OneGov).
· The authorised deposit-taking institution lodges its monthly returns using this unique identifying number.
· Licensees maintaining a trust account that was opened prior to 31 December 2014 must also obtain a Unique Identifying Number and have it registered by their authorised deposit taking institution (Bank).
“Each trust account needs a unique identifying number. You will need to register each account separately if you look after multiple trust accounts. Nominate which unique identifying number is associated with each account with your bank. If the trust account is held by a corporation, the trust account must be registered using the corporation's licence number.
NSW OneGov will provide licensees with the necessary form(s) to notify the authorised deposit-taking institution in writing that a new or existing trust account has been registered, and a unique identifying number issued”. (Fair Trading, 2019)
[bookmark: _Toc23159422][bookmark: _Toc23490302]1.4 Registering online
Real Estate agents are advised when registering on line to access the NSW OneGov - Trust account registration page to get a unique identifying number for new and existing trust accounts you intend to open or maintain. Enter your licence number and email address and NSW OneGov will send you a confirmation email with a notification form in duplicate attached. Print the forms and lodge them with your financial institution and keep the duplicate once stamped by the financial institution.
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[bookmark: _Toc23490303]Activity 1.2: Unique identifying number
Access the following site and briefly describe what a Unique Identifying Number is? (20—50 words) https://www.fairtrading.nsw.gov.au/housing-and-property/property professionals/running-a-property-agency/trust-accounts_ (Fair Trading, 2019)

What are two accredited Institutions that you could use in your area if you were licensed and want to open some trust accounts? (20-50 words)

How long does the Licensee have to submit an audit of the Trust Funds to Fair Trading? (20-30 words)



[bookmark: _Toc23490304]1.5 Authorised deposit-taking institutions’ requirements
The Act sets out requirements for approved authorised deposit-taking institutions with regard to:
· calculating interest on agents' trust accounts
· paying a prescribed proportion of interest earned on agents' trust accounts to the Property Services, Statutory Interest Account
· monthly reporting to the Secretary
· annual auditor’s certificate to the Secretary.
Exempt trust accounts-You are not required to notify NSW Fair Trading when opening a separate trust account:
· on the instructions of the client to whom those funds belong, or
· for the exclusive benefit of a vendor and purchaser of land https://www.fairtrading.nsw.gov.au/housing-and-property/property-professionals/running-a-property-agency/trust-accounts (Fair Trading 2019)
[bookmark: _Toc23490305]1.6 Requirements when closing a trust account
“A licensee must, within 14-days after closing a trust account, notify Fair Trading online through NSW OneGov. The licensee must keep the trust account closure confirmation notice for three years.” https://www.fairtrading.nsw.gov.au/housing-and-property/property-professionals/running-a-property-agency/trust-accounts (Fair Trading, 2019)


	[image: ] 	Practice activity
[bookmark: _Toc23490306]Activity 1.3: Trust accounts
Watch this video on 11 Real estate agents and trust accounts, (duration 04:22) and answer the following questions: 
[image: ]
https://youtu.be/PLwr_adYwhA

1. What happens to the interest from Trust Accounts?

What is the maximum prison term and the maximum fine for mishandling Trust monies noted in the above video?



[bookmark: _Toc23490307]1.7 What payments are held in a trust account?
Real estate agencies collect and hold money for their clients, whether it is a sales transaction or a rental transaction. As such we hold their money in our trust accounts. These monies stay there until we disburse it to the correct party such as sending rental bonds to the Rental Bonds Online. Some of the payments real estate agencies hold include: 
Rental bonds or security deposits on:
· residential land, buildings and company assets
· holiday accommodation that exceeds a 90-day period
· industry commercial or storage buildings, lands and other necessary assets.

Deposit on or payment for:
· sales of a business
· sale of land, buildings, and other accompanying assets (e.g. off the plan sales etc.)
· shares in an organisation that entitles the shareholder to occupy land, property and any other relevant assets
· options to purchase buildings, land and other accompanying assets
· options to purchase shares in an organisation that entitles the shareholder to occupy property, land and other necessary assets.

Rent on:
· commercial, industrial or residential leased
· property, land and associated assets
· residential accommodation for a term that exceeds 90 days.

Fees received ahead of advertising for:
· organisations for sale
· property or buildings, land and other relevant assets for either lease or sale.



Costs for:
· utilities and outgoings related to property/buildings,
· land and accompanying assets for either sale or lease
· Water, electricity, insurance, council rates on behalf of the landlord.
[bookmark: _Toc23490308]1.8 Licensee requirements
Section 20 of the Property Stock and Business Agents Regulations 2014 states: https://www.legislation.nsw.gov.au/#/view/regulation/2014/563/part4/sec20
· Records of trust monies received must be kept
· Records are to be in plain English and kept at the licensee’s office 
· If a computer system is used, the licensee must keep the computer system records at the licensee’s registered office
· Licensee must, within 21 days after the end of each month prepare and keep a trial balance statement for that month
· Maintain a summary of the total trust money disclosed in the trial balance statements for that month as well
[bookmark: _Toc23490309]1.9 Audit requirements
All licensees who receive and hold money in their trust accounts must have their trust accounts audited once a year. All trust accounts must be audited now whether they are qualified or not qualified. An example of an auditor’s guidelines can be found at the following link on Fair Trading-https://www.fairtrading.nsw.gov.au/housing-and-property/property-professionals/running-a-property-agency/trust-account-audit-requirements (Trading, 2019)
The following people must have their trust accounts audited if they received or held trust money during the financial year ending 30 June 2019:
· a licensee (corporation or individual)
· a former licensee (corporation or individual), or
· a personal representative of a licensee.
The following people must submit an audit of their trust account to the Secretary if they received or held trust money during the financial year ending 30 June: 
· a licensee (corporation or individual)
· a former licensee (corporation or individual), or
· a personal representative of a licensee.
The qualified audit must be lodged within three months after the end of the audit period. The qualified audit for most agents must be lodged with the Secretary no later than 30 September.
If a trust account audit is not lodged by the due date, licensees could be disqualified from holding a licence and possibly prevented from renewing a licence.
Note that the auditor is now also required to lodge a copy of the audit with Fair Trading within 14 days after providing the report to the licensee.
A Professional Accounting Body is defined under the Australian Securities and Investments Commission Regulations 2001 of the Commonwealth and includes CPA Australia, the Institute of Chartered Accountants of Australia and the National Institute of Accountants.
[bookmark: _Toc23490310]1.10 Who can conduct an audit? 
Auditors must be registered with the Australian Securities and Investments Commission (ASIC), or be qualified under section 115 of the Property Stock and Business Agents Act 2002. The list of persons who are qualified to conduct audits has been widened. These include-
· Registered company auditor within the meaning of the Corporations Act
· Authorised audit company within the meaning of the Corporations Act
· Members of a Professional Accounting Body within the meaning of the ASIC Act 2001 holding a Public Practising Certificate or Certificate of Public Practice
And a person who has been nominated by the person whose records and documents are to be audited and who has been approved by the Secretary by order in writing. 
[bookmark: _Toc23490311]1.11 Who cannot conduct an audit? 
Within the last 2 years of the audit period an auditor must:
·  not have been employed by, nor be a partner of, the person whose records or documents are to be audited
· must not be a licensee, or a shareholder in a corporation that is a licensee with less than 20 shareholders
An auditor can be checked by searching for their details on the ASIC website. Auditors must be registered with the Australian Securities and Investments Commission (ASIC) and must be qualified under section 115 of the Property Stock and Business Agents Act 2002. 
Auditors Reports and Auditor’s Guide
These are available from Fair Trading and can be accessed at the following website. https://www.fairtrading.nsw.gov.au/housing-and-property/property-professionals/running-a-property-agency/trust-account-audit-requirements)  (Trading, 2019)
Auditors have duties placed upon them by the legislation when conducting the audit of the trust account.  Section 116 of the Property Stock and Business Agents Act, 2002 sets out these duties as:
(1)  An auditor appointed to make an audit for the purposes of this Division must provide a copy of the report on the audit to the Secretary:
(a)  in the form and way approved by the Secretary (if any), and
(b)  within 14 days after providing the report to the licensee.
(1A)  If the auditor discovers any of the following in the course of making the audit, the auditor must fully set out the facts discovered in the report:
(a)  a contravention of this Act or the regulations has been committed,
(b)  a discrepancy relating to the trust money to which the audit relates,
(c)  the records or documents concerned are not kept in such a way as to enable them to be properly audited.
(2)  An auditor, or an assistant of an auditor, appointed to make an audit for the purposes of this Division must not communicate any matter which may come to the auditor’s knowledge in the course of the audit to any person except:
(a)  in the course of the auditor’s duties as an auditor or assistant of an auditor, or
(b)  in accordance with this section, or
(c)  in the like circumstances and to the like extent as an employee of the Department is permitted under this Act to publish that information.
(3)  An auditor’s report under this Division (including under this section) relating to documents or records of any person, and any statutory declaration lodged with the Secretary under this Division, are available from the Secretary for inspection by an auditor appointed to carry out for the purposes of this Division any subsequent audit of the records or documents of that person.
(4)  An auditor must not fail without reasonable excuse (proof of which lies on the auditor) to comply with a requirement under this section.
(Source:  https://www.legislation.nsw.gov.au/#/view/act/2002/66/part8/div2/sec116 accessed 30 October, 2019)
Failure to carry out their duties may lead to a penalty being imposed.  The maximum penalty prescribed under the legislation is 50 penalty units.
[bookmark: _Toc23490312]1.12 Internal and external audits
Any business in the state of NSW that collects money on behalf of a client must keep that money in a statutory trust account. In NSW all real estate agencies that collect and hold money on behalf of their clients must also maintain a trust account. And as such it is a requirement by law to have the trust account audited by a qualified auditor once a year. As an extra compliance measure it may be considered good practice for an agency to conduct their own internal audits. 
Purpose of an internal audit
To ensure compliance and to make sure there are not any discrepancies an internal audit should be carried at every two months. This is to make sure that procedures that are in place are being followed. The audit should be carried out by a senior staff member such as the sales manager, office manager or senior property manager.  During this audit they will check all transactions in both trust accounts including all the receipts, payments, from the cash book, to ledger to trial balance and finally the bank reconciliation statements.  These are randomly picked and checked.
Internal audits may be used for regular checking before annual audits are due. They are skilled in all areas, not just trust accounting and again randomly check files for discrepancies and failures to follow policy. 
Purpose of an external audit
All trust accounts in NSW must be audited by a qualified auditor once a year.  It is a legislative requirement under the Property Stock and Business Agents Act 2002 to ensure that the trust account has been handled and maintained properly. Anyone who collects and holds money on behalf of a client must keep the client’s money in a trust account. And as such the trust account must be audited once a year to make sure that there are no discrepancies and it has been maintained properly. 
[bookmark: _Toc23159427][bookmark: _Toc23490313]1.13 Unclaimed trust monies
Occasionally there are funds that are handled by Real Estate Agents that are unclaimed. In July 2013 Revenue NSW became the authority to handle unclaimed trust money. This responsibility was passed from Fair Trading to Revenue NSW.
Fair Trading provide this explanation- 
“The Unclaimed Money Act 1995 (the Act) now applies to unclaimed money held in a trust account under the Property, Stock and Business Agents Act 2002. According to the Act, trust money is considered unclaimed if it has been held by a licensee for more than two years in a trust account. This applies to all amounts of money.
A licensee must make reasonable efforts to locate the owner of any money and failure to do so could attract a penalty of up to $5,500.
Money held in a trust account by a former licensee or the personal representative of a deceased licensee is unclaimed money and must be returned to the Revenue NSW within three months after the person ceased to be a licensee or became a personal representative. Failure to comply can attract up to 50 penalty units ($5,500) and up to 5 penalty units ($550) for each day after it was required to comply”. https://www.fairtrading.nsw.gov.au/housing-and-property/property-professionals/running-a-property-agency/trust-accounts  (Fair Trading, 2019)
[bookmark: _Toc23159428][bookmark: _Toc23490314]1.14 Trust account fraud
Fraudulent activities by agents on their trust accounts is a serious concern. The average agency has very substantial amounts of money pass through their trust accounts on a monthly basis. Those that commit offences in relation to trust accounts can expect substantial fines and probably imprisonment. An example of this is the 2018 case against a Sydney Real Estate agent noted here- (https://www.finance.nsw.gov.au/about-us/media-releases/penrith-real-estate-agent-convicted-trust-account-fraud) (NSW Finances, 2018)
Another example of a larger fraud conviction is in Shellharbour in 2015- (https://www.finance.nsw.gov.au/about-us/media-releases/illawarra-real-estate-agent-convicted-trust-account-sentenced) (NSW Finances, 2015)
[bookmark: _Toc23490315]1.15 Prevention
Fair Trading have guidelines to help prevent fraud. The Rules of Conduct in the Property Stock and Business Agents Regulations 2014 clearly set out disciplinary and compliance procedures for agents.  These include: 
Property Stock and Business Agents Regulations 2014: Schedule One: Rules of Conduct
· Rule two requires agents to comply with the fiduciary obligations arising as an agent.
· Rule three requires that an agent must act honestly, fairly and professionally with all parties in a transaction and must not mislead or deceive any parties in negotiations or a transaction.
· Rule four requires that an agent must exercise reasonable skill, care and diligence.
· Rule six requires that the agent must act in the client’s best interest at all times unless it would be contrary to the Act or regulations under the Act or otherwise unlawful to do so. 
Fair Trading have released document titled Real Estate Fraud Prevention Guidelines. This can be found at the following website address: https://www.fairtrading.nsw.gov.au/__data/assets/pdf_file/0008/371888/Real_estate_fraud_prevention_guidelines.pdf (Fair Trading 2019)
This guideline assists agents in their everyday workplace arrangements to help prevent this occurring.
[bookmark: _Toc23490316]1.16 Internal controls to prevent fraud
Under the supervision guidelines it is the licensee’s responsibility to provide procedures for the trust account process.  They should have a good working knowledge of the trust accounting process.
Here are some internal controls that may prevent fraud:
· Restrict access to computer software to limited and qualified employees by the use of unique passwords and usernames.
· A senior officer or manager to carry out spot checks of the trust account transactions and reports at irregular intervals for accuracy and adherence to legislative requirements.
· Maintain better control over the cheque books and EFT payments.
· Retain printed reports for auditing in chronology order at the end of each month.
· Licensee to verify and sign the end of month reports.
· Have written procedures instructing employees of their duties regarding the trust account from receipt of monies to the bank reconciliation.
· Have property manager and office manager or a senior officer responsible for performing each part of the process.
· Ensure that an audit takes place and the report is lodged with the Office of Fair Trading before 30 September each year.
· Backup data is kept offsite in a safe location.


[bookmark: _Toc23490317]1.17 Impact on clients and business
Fraud and inaccuracies can have an impact on clients whose funds are held in trust. Imagine not being able to cover the mortgage payments because money has not been released from the trust account on time. 
Properties for sale may not settle if the 10% deposit has not been banked and is not available. In both these cases, clients may suffer financial difficulties that may result in damages being sought from the agent.
There have been cases recorded where the bond has not been transferred to the Rental Bond Board and cannot be repaid to tenants when they vacate their property.  In this case, the agent must pay them from their general account and investigate how this occurred.
Fraud has a serious impact as well on the reputation of the business. The term goodwill is associated with all businesses and is best described as the “attracting force of a business”. The loss of goodwill results in decreased sales and rental activity and it is difficult for businesses to survive. This could well be the cause of someone in the business, and not the whole business. Guarding against fraud and setting up procedures to minimise the chance are always sought.
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[bookmark: _Toc23490318]Activity 1.4: Fraud prevention
Download the Real Estate Fraud Prevention Guidelines pdf from this site: http://www.fairtrading.nsw.gov.au/__data/assets/pdf_file/0008/371888/Real_estate_fraud_prevention_guidelines.pdf 
Discuss in class the recommendations contained in the Real Estate Fraud Prevention Guidelines. (Trading, 2019) What are the 6 listed possible fraud warning signs for agents?
1)  
2)  
3)  
4)  
5)  
6)  
Scenario- Access this article about fraud in the property industry and then consider how you would help to prevent identity fraud in a real business that is similar to this one. 
What prevention and identity checks would you put in place?



[bookmark: _Toc23159431][bookmark: _Toc23490319]1.18 Staff procedures and responsibilities
Every real estate office may vary according to the size of the business, and the number of employees. A small business may have 5 employees, whereas medium and larger sized business may have 17 employees.  You will generally find the following:
Front Office/Receptionist- Staff known under various titles such as receptionist, director of first impressions depending on the business franchise model. These employees will have authority to receipt trust monies. Cash is rarely taken as rental payments are now nearly all electronic. The receipt is entered into a computerised system that automatically posts the notification and amounts to the various ledgers.
Office Manager - may deal with the business accounts and maintain the general account and pay wages and running costs. Often, they are also responsible for the banking of the trust funds. Their responsibility allows them to pay (upon authorisation by the licensee) amounts from the trust accounts for settlements and end of month rental disbursements to landlords.
Salespeople and property managers – in larger businesses there may be assistants, representatives and supervisors in these roles.  Each of them may have varying responsibilities related to the trust accounts.  Ultimately the licensee-in-charge will decide what levels of access they will have to the trust accounts.
Licensee in Charge- Has overall responsibility for compliance of trust accounts and responsibilities for supervision of staff. They are personally responsible for all aspects of the maintenance, upkeep and prevention of trust account fraud.
Section 32 of the Property Stock and Business Agents Act 2002 explains the requirements for supervision of the business.
There are three specific requirements concerning the licensee’s duty to property supervise:
1. to supervise employees engaged in the business
2. to establish procedures designed to ensure that the provisions of the act and any other laws relevant to the conduct of that business are complied with,
3. to monitor the conduct of the business to ensure the procedures are complied with.
In relation to maintaining the trust accounts, the licensee should have written procedures for:
· the daily banking and receipt of trust monies,
· conducting a review of trust account cash flow on a monthly basis, showing amounts banked and verified financial institutions records licensee’s responsibility), and
· the referral by employees of errors and inaccuracies in the trust account to appropriate agency personnel.
[bookmark: _Toc23490320]1.19 The real estate industry award 2010 - Section 13.1 Schedule B 
Classification has the structure and definitions of employees in a real estate office. This list indicates the tasks at each level.
Here is a brief summary of the tasks at each level of the following roles:
Level 1 Associate level - includes Sales Assistant or Associate; Property Management Assistant or Associate; Property Officer, Leasing Officer or Assistant; Strata/Community Title Management Assistant or Associate. Amongst other tasks they may collect rents and issue rental receipts.  As the name suggests they assist other employees at higher levels. 
Level 2 Representative level – include Property Sales Representative or Real Estate Salesperson; Property Management Representative or Property Manager; Strata/Community Title Management Representative or Strata Title Manager. Amongst other tasks they may account for rents and expenses to property owners and/or carrying out all duties and function required under a management agency agreement.
Level 3 Supervisory level – at this level an employee is expected to supervise employees at a lower level.  They will have the responsibility for allocation of duties, checking progress, co-ordinating work flow, and quality of work and resolving problems of those employees. This will include supervision of trust accounting processes. 
Level 4 In Charge level - includes Licensee-In-Charge or Agency Manager - they are responsible for ensuring the business complies with its statutory obligations under the Act and Regulation.
Duties include overall supervision and management of the office and employees including maintaining the trust accounts. 
For more detailed information on the indicative tasks at each level of employment, go to Fair Work Commission: https://www.fwc.gov.au/documents/documents/modern_awards/award/ma000106/default.htm

[bookmark: _Toc23490321]Topic 2: Trust account procedures
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[bookmark: _Toc23490322]2.1 Overview
In this topic you will learn about:
Standard transactions in a trust account
Maintaining trust accounts
Common inaccuracies and frauds
Payment of trust money
Trust accounting
End of month procedures
Goods and services tax (GST).
The activities throughout this resource will assist you in your learning. These activities do not form a part of your final assessment however they will contribute to your understanding of the topic area.
[bookmark: _Toc23159432][bookmark: _Toc23490323]2.2 Maintaining a trust account
A licensee that operates a trust account must account for all money into and out of the trust account to their clients. An agent will receive and pay money out of the account and as such there are procedures for receipting money and paying money out of the trust account and balancing the trust cash books and the trust account. 
A licensee that receives trust money must:
·  receipt the money
· pay it into the licensee’s trust account before the end of banking the day after the day of receipting it or as soon as practicable
·  if this is not practicable, then the next business day.
The Property, Stock and Business Agents Regulation 2014 list penalty points as: 
· 40 for a corporation OR
· 20 in any other case if guilty of this offence. https://legislation.nsw.gov.au/#/view/regulation/2014/563/historical2016-07-01/part4/sec18  (Fair Trading, 2019)
Receipting of moneys is described under section 23 Receipts for trust money of the Property Stock and Business Agents Regualtions2014 (excerpt 1-8) as: 
(1) A licensee must, immediately on receiving money for or on behalf of any person, prepare or cause to be prepared a receipt in accordance with this clause.
(2) When a receipt is being prepared by a licensee:
a. from the trust receipt book, a copy of the entries made on the receipt must be made simultaneously on the machine numbered duplicate form provided in the book, or
b. otherwise than from a trust receipt book, a copy of the entries made on the receipt must be made simultaneously in the record required to be kept by clause 26 (Record of trust account transactions).
(3) The following particulars must be shown on a receipt:
a. the date of issue,
b. the number of the receipt in numerical sequence,
c. the name of the licensee and the words “Trust Account”,
d. the name of the person from whom the payment was received,
e. the name and ledger reference number of the person on behalf of whom the payment was made,
f. particulars sufficient to identify the transaction in respect of which the money was paid,
g. the amount of money received and whether (or the extent to which) it was paid in cash or by cheque, by electronic funds transfer or otherwise.
(4) Receipts must be prepared in the numerical order of the series to which they belong.
(5) The original of a receipt must be issued, on demand, to the person from whom the trust money is received.
(6) A licensee must retain:
a. any original receipt that is not issued to the person from whom the trust money is received, and
b. any original receipt that is cancelled after it is prepared, and
c. duplicate receipts.
(7) Despite subclause (6) (c), a licensee is not required to retain duplicate receipts in relation to money received if an electronic record of receiving the money was made as soon as was practicable after the money was received.
(8) When a receipt is issued by a licensee in respect of rent collected, there must be shown on the receipt (in addition to the particulars required by subclause (3)) the date to which rent has been calculated and the position of the rental account as at that date.
Maximum penalty:
a. 40 penalty units in the case of a corporation, or
b. 20 penalty units in any other case.

[bookmark: _Toc23159433][bookmark: _Toc23490324]2.3 Electronic transfers, deposits and receipting
The original receipt is given to the tenant or purchaser when they pay their required or nominated amount. If using a manual system then –
· A duplicate is kept by the agent
·  All receipts are machine numbered 
· Must have the date of receipt
· The number of the receipt
· “Trust Account” in words 
· The name of the Licensee
· The name of the person who paid the amount
· Name and ledger number of the landlord or vendor
· Transaction particulars 
· The amount of money received and whether it is by cash, cheque or by electronic transfer means. 
· If it is for a rental then the date to which the amount paid takes the tenant’s account balance to must also be noted.
This process of receipting starts the accounting journey that leads to Trust Account Ledgers and then to a Trial Balance.  All licensees have responsibility on a daily basis to oversee their trust accounts and to supervise of staff in this regard. All agencies should have their own checklists and guidelines for trust accounting in their policies and procedures, for their staff to follow. 
The Real Estate Institute produces their own checklists and supervision guidelines, to help Licensees and senior officers to make sure that the trust account procedures are maintained and they can use these on a daily basis. (Institute, 2019) The checklists can be found here. (https://www.reinsw.com.au/Web/Advice/Supervision_guidelines/Web/Advice/Supervision_Guidelines.aspx)
If money is received electronically it is not necessary to physically send a receipt, however the licensee has to provide a rent ledger if requested.


	[image: ] 	Practice activity
[bookmark: _Toc23490325]Activity 2.1: Receipting
Fill in the following receipts:
1. Billy Bob lives at 13 Matthews Street Lockhart and has just paid 6 weeks rent in cash. According to his lease the rent is $385 per week, and Billy is currently paid up to the 15th April 2019, Billy’s rent is due on 16th April 2019.  Complete the receipt for the tenant as of 16th April 2019.
Sandra’s Realty    Property Management and Real Estate Agency             200 Brown Street Lockhart
          Receipt no. 277                                                                                    Date…./……./…….. 
Received from………………………………………………………………………………………………….
The sum of………………………………………………………………….dollars………………………….cents
Being for……………………………………………………………………………………………………………………
Property Management Trust account                                          $..................................
Per…………………………………………………….                                          By EFT Cash Cheque


Bianca Bob has just purchased the Blue Bird Café in Green Street Lockhart for $350,000. Current owner is Debbie Dolittle. The purchase was on the 20th April 2019 and an EFT 10% deposit has been paid by Bianca Bob.
Sandra’s Realty    Property Management and Real Estate Agency             200 Brown Street Lockhart
          Receipt no. 320                                                                                    Date…./……./…….. 
Vendor……………………………………………To………………………………………………………………..….
Received from………………………………………………………………………………………………….
The sum of………………………………………………………………….dollars………………………….cents
Being for……………………………………………………………………………………………………………………
Sales Trust account                                                                 $...................................

Per…………………………………………………….                                          By EFT Cash Cheque



[bookmark: _Toc23159436][bookmark: _Toc23490326]2.4 Payment of trust money by cheque or electronic funds transfer (EFT) 
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Figure 2: Cheque
Trust money can only be drawn from a licensee’s trust bank account by cheque or electronic funds transfer. In the Property, Stock and Business Agents Regulation 2014, clause 24, the regulations stipulate payments from the Trust account-
(https://www.legislation.nsw.gov.au/#/view/regulation/2014/563/part4/sec24) (Fair Trading, 2019)


	[image: ] 	Practice activity
[bookmark: _Toc23490327]Activity 2.2: Payments from the trust account
Research from the following website (https://www.legislation.nsw.gov.au/#/view/regulation/2014/563/part4/sec24) (Government, 2018) “Payment of trust money by cheque or electronic funds transfer” from the Property, Stock and Business Agents Regulation 2014 and answer the following:
1. Do all cheques have to be marked “not negotiable” and be machine numbered?

Are payments allowed by cash instead of cheque?

What are the requirements by staff under Clause (5) for electronic transfers?




[bookmark: _Toc23159439][bookmark: _Toc23490328]2.5 Signing of cheques or effecting electronic funds transfers—trust account
The licensee in charge has the authority to draw funds from the trust account when authorised. They have authority to: 
· Sign a trust cheque or effect a trust EFT
· Delegate that authority in writing and signed by the licensee and the delegate
[bookmark: _Toc23159440][bookmark: _Toc23490329]2.6 Record of trust account transactions
Cash Book
A cash book is also required by licensees as a record for all daily receipts and payments in and out of the licensees trust account. Under section 26 of the Property Stock and Business Regulations, it states:
“the record must be in the nature of a cash book in which the pages are consecutively numbered and on the respective pages of which are shown:
(a)  the consecutive numbers of receipts issued or cancelled, and
(b)  the consecutive numbers of cheques drawn or cancelled, and
(c)  in the case of money received or disbursed by means of electronic funds transfer, the consecutive reference numbers or other means of identification of the transfers.
(3)  When money required to be paid into the trust account is received, the licensee must enter into the record the particulars required by clause 23 (3) (a), (b) and (d)–(g) to be entered in a receipt for the money, together with the date of the deposit of the money to the trust account and the amount of the deposit.
(4)  When money is paid out of the trust account, the licensee must enter into the record the particulars required by clause 24 (3) to be recorded for a cheque or required by clause 24 (5) to be recorded for an electronic funds transfer.
(5)  At the end of each named month, the licensee must balance the cash book or other record and either:
(a)  carry forward the balance to the commencement of the next month, or
(b)  carry forward the balance to a ledger account provided for the purpose.
(6)  The licensee must, at the end of each named month, prepare a statement reconciling the balance of the licensee’s trust account with the balance of the related cash book or other record”.
Failure to do so will incur a maximum penalty of: 
40 in the case of a corporation and
20 in any other case. (Fair Trading, 2019)
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Sample of the Trust Cash Book	Page # 
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Sample of the Trust Cash Book	Page #
Payment Side: 
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	Cheque #
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	On Account Of
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[bookmark: _Toc23159441][bookmark: _Toc23490330]2.7 Trust accounting flow chart
Here are the basic steps which must be followed to comply with the Property Stock and Business Agents Act 2002 and the Regulation 2014.
FIRST STEP – all transactions must be entered on to a source document.  This provides written evidence of the transaction, and it is required for compliance with the Act.  Some examples in a real estate agency, are receipts, cheque butts, bank deposit books and invoices.
SECOND STEP – Source documents are entered into journals. These journals are called “books of original entry”. 
THIRD STEP – Enter (post) the journal entries into the ledger accounts. Ledgers are called “books of secondary entry”.
FOURTH STEP – Extract a trial balance.  A trial balance is a listing of all the balances in the trust account ledger. It verifies that the debits equal the credits. 
Prepare a bank reconciliation which identifies discrepancies between the bank statement and the journals (cash books).
FIFTH STEP – Prepare Reports. For example, landlords will receive a monthly rental statement and vendors will receive a settlement statement. 



This flow charts shows the movement of funds through the trust accounting cycle:

[image: ]
Figure 3: Flowchart


[bookmark: _Toc23159442][bookmark: _Toc23490331]2.8 Documents used in the trust accounting process
Source documents: receipts, cheques, invoices and bank statements.
Example of Receipt
Sandra’s Realty    Property Management and Real Estate Agency             200 Brown Street Lockhart
          Receipt no. 277                                                                                    Date…./……./……..                                                                                         
Received from………………………………………………………………………………………………….
The sum of………………………………………………………………….dollars………………………….cents
Being for……………………………………………………………………………………………………………………
Property Management Trust account                                          $..................................
Per…………………………………………………….                                          By EFT Cash Cheque
Figure 4: Receipt
Example of Cheque 
[image: ]
Figure 5: Cheque


[bookmark: _Toc23159443][bookmark: _Toc23490332]2.9 Journal
The requirements of keeping a journal for the trust account is outlined under section 27 (Journal) under the Property Stock and Business Agents Regulations 2014 
1) A licensee must record in a journal, maintained exclusively for the licensee’s trust account, all transfers between accounts in the trust account ledger that are not effected by cheque or electronic funds transfer.
2) The recording must include the following:
a. the date of the transfer,
b. the amount transferred to and from each ledger account,
c. the names of all ledger accounts to be debited or credited,
d. the relevant reference number or other identification,
e. sufficient particulars to identify the transfer and the reason for the transfer.
3) Each transfer, when entered in the journal, is to be numbered consecutively.
Maximum penalty:
a. 40 penalty units in the case of a corporation, OR
b. 20 penalty units in any other case.
Sample of a Journal


Page #










Date
Accounts
Folio
Debit
Credit
 
 
 
 
 
 
 

 
 
 
 
 
 
 




[bookmark: _Toc23159444]Advertising and auction contributions
Advertising and Auction contributions when paid in advance, must be banked into the Trust Account. If the payment is a reimbursement for expenses already incurred by the Licensee, then the payment can be banked by the Licensee directly into their business account. It does not need for it to go into the Trust account. In the case of a reimbursement, the Licensee must first have issued an itemised account to the client for funds already disbursed from the general business account on their behalf, in accordance with Section 36 of the Property Stock and Business Agents Act 2002 and the Property Stock and Business Agents Regulations 2014. https://www.legislation.nsw.gov.au/#/view/act/2002/66/whole#%2Fpart3%2Fdiv2%2Fsec36  (Fair Trading 2019)
[bookmark: _Toc23159445]Dishonoured cheques
A dishonoured cheque is usually referred to as a “bounced cheque”. It occurs when there are insufficient funds in the bank account.
Standard procedure involves a purchaser or tenant paying to the agency in the form of a personal cheque an amount as requested. The agency then banks the cheque into the Trust account.
The agency’s bank then presents the cheque to the tenant’s bank and asks that funds be transferred to the agency’s bank in exchange for the cheque. If there is not enough money in the tenant’s account to cover the cheque the tenant’s bank will return the cheque back to the agency’s bank and the cheque is said to be dishonoured.
When this occurs, the Agency’s bank will reverse the amount deposited in the Trust account by showing it on the Payments side of the Bank Statement. When the cheque was originally received by the Agency a receipt was issued to the tenant, the cheque was then deposited into the Trust bank account, the cheque and deposit amount were recorded on the Receipts side of the Cashbook. Now that the cheque has been dishonoured the agency needs to reverse the receipt in the Cashbook and Ledger.
[bookmark: _Toc23159446][bookmark: _Toc23490333]2.10 Trust account ledger
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Figure 6: Account ledger
The rules that apply to trust account ledgers are listed under Section 28 Trust Account Ledger from the Property Stock and Business Agent’s Regulations 2014 in relation to ledgers, states-
“(1) A licensee must maintain a separate ledger account for trust money received on behalf of or paid to each person on behalf of whom the agent acts.
(2)  The ledger account must include the name of the person on behalf of whom the licensee acts, a reference number or other identification and particulars of each transaction affecting trust money.
(3)  Those particulars must include the following:
(a)  the date of the transaction,
(b)  a description of the transaction,
(c)  particulars sufficient to identify the trust record originating the transaction,
(d)  the amount of the transaction,
(e)  the resulting current balance of account arising from the transaction”. (Fair Trading, 2019)


Sample of a Trust Account Ledger
Account Name	Account #
Date
Description
C/B
Debit
Credit
Balance














[bookmark: _Toc23159447][bookmark: _Toc23490334]2.11 Trial balance and bank reconciliation
The last requirement is completing a Trial Balance and Bank Reconciliation.  The ledger accounts will then be recorded in the trial balance. 
A licensee is required under section 29 of the Property Stock and Business Agents Regulations 2014 to prepare a trial balance statement of all current ledger accounts held within 21 days from the end of each month.  
 The trial balance statement must:
specify the month to which it refers and the date of its preparation, and
list each ledger account that does not have a zero balance at the end of that month by stating the name of the person on behalf of whom the agent is acting, the reference number or other identification and the balance of the account at the end of the month, and
show the total of the ledger account balances at the end of that month, and
show a comparison between that total and the balance in the cash book reconciled with the balance in the trust account as required by clause 26 (6).
Maximum penalty:
40 penalty units in the case of a corporation, or
20 penalty units in any other case. (Fair Trading, 2019)
Generally, in property management a real estate Licensee will undertake a daily trial balance if they are receipting rent every day, and as such the property manager is required to reconcile and balance the trust account after receipting the rent.   Should you fail to balance then you only have to go back over one day’s work to find the problem.  Real Estate Institute under their supervision guidelines, number 2 have the checklist for a monthly trial balance. You can find it here- https://www.reinsw.com.au/REINSW_Docs/Supervision%20guidelines/SG2%20Checklist%20V25012008.pdf (Institute, 2019)
Sample of a trial balance
Trial Balance as at                 /                /
Name
Ledger 
Debit
Credit










Sample of Trust Bank Reconciliation
Trust Bank Reconciliation as at       /        /

Credit balance as per bank statement       /          /                        $ ……………………
Add:         Outstanding Deposits and Bank Charges debited in error
…………………………………………………………………………………………… $..................................
…………………………………………………………………………………………… $..................................
…………………………………………………………………………………………… $..................................
…………………………………………………………………………………………… $.................................
…………………………………………………………………………………………… $..................................
…………………………………………………………………………………………… $..................................
                                         Total                    $ ……………….                      $ ……………………
                                                                                                                    $……………..……..
Less: Unpresented Cheques            
…………………………………………………………………………………………… $..................................
…………………………………………………………………………………………… $..................................
…………………………………………………………………………………………… $..................................
…………………………………………………………………………………………… $..................................
…………………………………………………………………………………………… $..................................
…………………………………………………………………………………………… $..................................
…………………………………………………………………………………………… $..................................
…………………………………………………………………………………………… $..................................
                                         Total                    $ ………………. 		$ ……………………

Debit balance as per Trust Cash Book   ………/………/……		$ ……………………

	[image: ] 	Practice activity
[bookmark: _Toc23490335]Activity 2.3: Trial balance and bank reconciliation
 Watch Bank Reconciliation video on YouTube (duration 12:44) and answer the following questions:  
[image: ]
https://youtu.be/mQwJtOA8gkg
1. Explain (from the video) how inaccuracies can occur in trust accounting when undertaking a trial balance.

What is the relevance of outstanding deposits and unpresented cheques in a trial balance?

[bookmark: _Toc23159450][bookmark: _Toc23490336]2.12 End of month processing
Section 29 of the Property Stock and Business Agents Regulations 2014 requires a trial balance to be completed within 21 days after the end of the month. As such at the end of each month both sales and property management trust accounts must be balanced using an “end of month” process that ensures that the journals balance with the trial balance and bank reconciliation. 
Any discrepancies (includes errors and inaccuracies) can be identified and corrected at that time. 
The property management department will pay their landlords either at mid-month or end-month or both. They will make sure all of the invoices have been debited against the right landlord, receipt all rent up to that date. Once the property manager or office maanger has completed this they will then disburse the money to the landlords, the tradespeople, pay any other accounts suc has the land and water rates and take their management fees and charges. Once this is done they will carry out a trial balance and reconciliation to make sure the rental trust account balances with the bank trust account. To make sure that the mid month and end of month returns are carried out they are diarised to occur on a particular day and time. 
In the sales department a trial balance is completed at the end of the month to make sure the sales trust account balances with the bank trust account. However, whenever a deposit is taken or a settlement occurs, a trial balance and a bank reconciliation are carried out to reconcile the sales trust account to the bank trust account. To make sure that the end of month trial balance is carried out it is diarised to occur on a particular day and time.


[bookmark: _Toc23159451][bookmark: _Toc23490337]2.13 Common errors or inaccuracies 
There are many ways that errors can occur during the processing of transactions. Here are a few common errors and remedies:
· Entering the transaction into the wrong client’s ledger – using a journal to transfer transaction to the correct client’s ledger.
· Using trust funds to pay for licensee’s debts – licensee’s business debts should be paid through their general business account. This should never occur as it is illegal and it will be seen as committing fraud. 
· Having unqualified or inexperienced personnel dealing with the trust accounts – all software providers offer training.  Provide mentoring to inexperienced personnel.
· Unexplained transactions – deposits or payments. Deposits made into the trust account by clients without names or identification on the bank statement – check tenants in arrears and contact them to find out whether they have paid their rent.  Deposits and payments, under the Act require a reason for the transaction.
· Unexplained adjustments in the bank reconciliation – these will attract the attention of an auditor so any adjustments should have a reason and detailed information. Correct as soon as possible.
· Monetary differences between receipts and payments and bank statement – these must be corrected.  For example, money may be receipted as $2350 but the deposit on the bank statement is $2305. These are corrected either in the journals or in the bank reconciliation but never both.
· Not backing up daily.  Trust accounts should be backed up and a copy kept offsite (in the cloud, for example). In the event of a natural disaster (fire or flood) data may be lost.
· Not reconciling weekly or daily in most cases.  Mistakes are harder to find and correct, if left too long.
· Disbursing uncleared cheques. Dishonoured cheques will result in a client’s ledger being overdrawn which is not compliant with the Act.  Allow time for cheques to clear before being disbursed.  
· During the reconciliation process, not ticking the presented cheques off.
· During the reconciliation process not using the bank’s closing balance to reconcile with the trust cash book account. 
· Bank fees have been deducted from the trust account instead of the general account.



[bookmark: _Toc23159452][bookmark: _Toc23490338]2.14 Debits and credits
Debits are traditionally on the left-hand side of the account and include; 
· assets
· expenses 
· drawings. 
Funds go to three basic places and go in as debits. You can:
· buy assets
· pay for expenses
· repay the owner (drawings). 
Credits are traditionally on the right-hand side of the account and include; 
· liabilities
· income (revenue) 
· proprietorship (owner’s equity).
Funds come from three basic sources and go in as credits. You can:
· earn it (Income)
· borrow it (Liabilities) 
· or the owner can put money into the business (Proprietorship). 
Most accounts have debit and credit transactions going through them, but at the end of the day they will have either a Debit or Credit Balance as per above.


[bookmark: _Toc23159453][bookmark: _Toc23490339]2.15 Goods and services tax (GST)
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Figure 7: GST
Goods and Services Tax (GST) is defined by the Australian Taxation Office as “a broad-based tax of !0% on most goods, services and other items consumed in Australia.” https://www.ato.gov.au/Business/GST/ (ATO, 2019)
GST will apply to some real estate transactions and the building industry. Some business transactions such as the agency operating expenses and fees charged by the Agency for services rendered will have a GST component.
Every time you charge commission or a fee for services rendered, you will need to calculate, charge and state the GST component on your Settlement Statement or Tax Invoice.
Note- If GST applies it must be included under Australian law on services and goods quoted as inclusive. 
The GST charged and collected by the Agency does not belong to the Agency and therefore, is not included in the Income of the Agency, and all GST charged on management fees, commission and other fees is shown as a part of the fee charged in the trust records but once disbursed it is set aside for payment to the taxation office. It is collected on behalf of the Australian Taxation Office (ATO) and as such is a Liability for the Agency, until paid to the ATO. This payment usually occurs at the end of the month or quarter when the Agency’s Business Activity Statement (BAS) is prepared and lodged. 
The GST collected is recorded in the Agency’s business accounting records in the Liability account called, “GST payable Control”. It is later shown as a Current Liability in the Agency’s Balance Sheet.


When goods or services are acquired by the Agency as part of the business to earn income, the amount of GST paid is posted to the Agency’s Asset account; “GST Input Tax Credit Control” or as some prefer to call it “GST Receivable”. It is later deducted from the GST Payable or alternatively, shown as a Current Asset in the Agency’s Balance Sheet.
The GST paid is deducted from the GST collected and the balance is paid to the ATO with the BAS. If more GST is paid than collected, then the Agency is entitled to a refund of the excess GST.
Calculating GST
The price of goods or services:
· before GST is added is called the GST Exclusive price
· after GST is added is called the GST Inclusive price.
To calculate the GST on a price we simply calculate 10% or 1/10th of the price and then add it to the price.
If the price already has the GST included in it however, we calculate 1/11th of the price.
Example (1)- A Real Estate agent sells a property and charges $25,300 commission, GST inclusive. How much GST is included in the commission?
Answer: $25,300 / 11 = $2,300 GST


	[image: ] 	Practice activity
[bookmark: _Toc877353][bookmark: _Toc11228380][bookmark: _Toc23490340]Activity 2.4: GST
What is the GST on a letting fee of $250?
Answer: $250 ÷ 10 = $25 or $250 x 10% gives $25 or $250 x .10 = $25
1. What is  the GST on the following transactions (1-20 words):
· GST payable on a sale of $315 excluding GST?

· GST payable on a sale of $462 including GST?

· GST on commission (exclusive) of $15,250?


· GST on a sale included in a total fee of $36,000


[bookmark: _Toc23490341][bookmark: _Toc23159456]2.16 GST and property
Generally, selling or renting existing residential premises are input-taxed sales and do not include GST. So, the sale of “second-hand” residential real estate (e.g. a home or apartment that someone has lived in) will rarely trigger a GST liability. In most ordinary sales of residential real estate the vendor will not be required to pay GST, and the purchaser cannot be made liable to pay an amount for GST. It doesn’t matter if the property is owner-occupied or an investment property; so long as it is a residential property and it is not new, it will be GST exempt.
However, if the residential premise is considered 'new', it is a taxable sale and GST is applicable.
From 1 July 2018, purchasers of new residential property or potential residential land are required to:
· withhold the GST from the contract price at settlement.
· pay that amount directly to the Australian Taxation Office (ATO).
[bookmark: _Toc23490342]2.17 Overdrawn trust accounts
A licensee has a responsibility to notify the secretary of Fair Trading if the Trust Account becomes overdrawn. The provision is for this to happen within 5 days after becoming aware of the situation. Information to be provided at the time includes-
·  the name and number of the account
·  the amount by which the account is overdrawn and 
· the reason for the account becoming overdrawn
This is noted in Clause 89 of the Property, Stock and Business Agents Act 2002 Part 7. 
The deposit taking Institution also obligated to inform Fair Trading within 5 days to inform of becoming aware of the situation.
[bookmark: _Toc23159457][bookmark: _Toc23490343]2.18 Interest on trust accounts
Agents do not receive the interest on their trust Accounts. This interest is paid to the Statutory Interest Account of Fair Trading. At the end of each month the financial institution will calculate the interest and will then send it to Fair Trading.  Refer to section 90 of Property, Stock and Business Agents Act 2002. https://www.legislation.nsw.gov.au/#/view/act/2002/66/whole#%2Fpart3%2Fdiv2%2Fsec90 
[bookmark: _Toc23159458][bookmark: _Toc23490344]2.19 Banking of trust money
Property, Stock and Business Agents Regulation 2014 Part 4 Clause 18 states-
A licensee who receives trust money must pay it into the licensee’s trust account:  
before the end of the next banking day after the day of its receipt, if that is practicable, or 
if that is not practicable, as soon as practicable after that day. (Fair Trading NSW, 2019)


[bookmark: _Toc11228372][bookmark: _Toc23490345]Topic 3: Computerised software and trust accounts
 [image: \\umvcorpres1.sydres.sydneytafe.edu.au\data\SkillsPoint-HQ-Ultimo\Getty images\FNS\gettyimages-494118898-170667a.jpg]

[bookmark: _Toc11228373][bookmark: _Toc23490346]3.1 Overview
In this topic you will learn about:
Software requirements
Computerised trust accounts
The activities throughout this resource will assist you in your learning. These activities do not form a part of your final assessment however they will contribute to your understanding of the topic area.
[bookmark: _Toc23159459][bookmark: _Toc23490347][bookmark: _Toc11228374]3.2 Software requirements
[image: Home Office, Workstation, Office]
Figure 8: Workstation
Agencies don’t necessarily need a computerised system. Those that are starting out and have a small rent roll, perhaps home- based, may want to run their Trust Accounts manually. It all depends on the volume of transactions, and the cost and time associated with the introduction of a computerised system. Most of these businesses are mainly sales orientated businesses with minimal amount of rental properties. Real Estate Legislation does not require agencies to become computerised.
Balancing your trust accounts manually though takes time and at the end of each month reconciling the rentals and issuing manually typed statements. 
As a business grows the cost efficiency of computerised processes become more cost effective and make for the best use of time available. Security can sometimes be an issue as well.
Modern software systems have evolved to the point where access to information is virtually instantaneous, and month end reconciliations, and payments to owners and creditors can be completed very quickly and easily. Most Landlords require their monies to be paid into their account as soon as possible after the end of the month, as Banks automatically withdraw payment for any mortgages from the Landlord’s account early into the following month.
Added advantage of data collected by the software includes financial as well as non-financial information. An example of non-financial is owner and tenant details, inspection history, maintenance and repair history, notes, reminders, sales and booking details, creditor information and tradesmen details.
[bookmark: _Toc23490348]3.3 Computer packages
There are numerous software packages on the market. Those that are Australian orientated are the most sought after, as these are regularly maintained and updated with any Legislation changes that come through.



[bookmark: _Toc23159460][bookmark: _Toc23490349]3.4 Advantages and disadvantages of a computerised system
	Advantages
	Disadvantages

	Increases efficiency - integrity
	Reliance on the system can lead to neglect or laziness by staff

	High level of accuracy
	System can become out-dated if software is not properly maintained and updated

	Saves time
	Initial purchase, set up costs and ongoing maintenance can be expensive

	Access to information is virtually instantaneous - security
	Data can be lost with loss of power

	Saves money, once fully operational
	Fraudulent activity can be difficult to detect

	Less staff required to run the system, freeing them up to attend to other duties
	Staff need to be trained and keep up to date with changes

	Preparation and printing of information, Reports or Statements is quick and easy
	Soft and hard copy information needs to be secured from both physical and electronic damage and loss.

	System  can generate the necessary Documents, Receipts, automatically transfer information, update the Cashbook, Trust Ledger, Trial Balance and generate all Reports and Statements - integrity
	Errors and internal workings are not visible and could go undetected or take longer to detect and fix

	Maintains the Trust records in accordance with the requirements of the Privacy Act and Regulations
	Security breaches can lead to manipulation of information, theft or fraud

	Minimises errors during the processing of the information and generation of reports
	Backups need to be maintained off the premises

	Automatically updated to comply with changes to legislation and procedures
	Initial set up can be time consuming

	Lack of corruption in electronic data - integrity
	Incorrect data entry can result in inconsistencies 

	Information privacy between collection and dissemination of data
	Difficulty of using data while protecting privacy preferences and personally identifiable information

	Higher measures of having data confidentiality
	Unauthorised people can access and share client’s data


[bookmark: _Toc23159461][bookmark: _Toc23490350]3.5 Computerised trust accounts
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Figure 2: Software
There is a need for all computerised trust records to comply with the Property, Stock and Business Agents Act 2002, Property, Stock and Business Agents Amendment (Property Industry Reform) Bill 2017 and the Property, Stock and Business Agents Regulations 2014.
The Regulations in Part 4 Clause 22 state- (https://www.legislation.nsw.gov.au/#/view/regulation/2014/563/part4/sec22) 
(1) If a licensee maintains records for the purposes of this Part by means of a computer system, the licensee must comply with this clause in relation to the records.
(2) The licensee must maintain a record, compiled in chronological sequence, of all changes (including creation, amendment or deletion) to any of the following information:
a. the name of the person on behalf of whom the licensee acts,
b. the address of the person on behalf of whom the licensee acts,
c. the code reference number, if any, of the person on behalf of whom the licensee acts,
d. agency description,
e. trust account number,
Disclosing the details of the information before and after the change.
(3) The licensee must ensure, in respect of any journal:
a. that entries balance before those entries are made in the ledger, and
b. that any journal reference numbers are allocated in sequence under program control.
(4) The licensee must ensure in respect of any ledger that no program is capable of accepting the entry of a transaction resulting in a debit balance to an account unless a contemporaneous record of the transaction is made in such a manner as to enable the production in permanent legible form, on demand, of a separate chronological report of all such occurrences.
(5) The licensee must ensure in respect of any ledger that no program enables the deletion of an account unless:
a. the balance of the account is zero, and
b. the account when deleted is retained (as it was immediately before deletion) in a form from which the information can be produced on demand in permanent legible form in the English language.
(6) The licensee must ensure that any entry in a record produced in visible form appears in chronological sequence.
(7) The licensee must ensure that a report, or each page of or entry in a report, is numbered sequentially under program control in a manner that enables the completeness of the records required to be kept by this Part to be conveniently verified.
(8) The licensee must ensure that no amendment to the particulars of a transaction already recorded can be made otherwise than by a separate transaction effecting the amendment.
(9) The licensee must ensure that each program requires input in each field of a data entry screen intended to receive information required by this Part to be included in records.
(10) The licensee must ensure that either:
a. a back-up copy of all records to which this clause refers is made on a computer disk or magnetic tape or by other electronic means not less frequently than once each month, and the most recent back-up copy is kept in such a place at a separate location that any incident (such as fire, or a power or disk failure) that could adversely affect the records would not also affect the back-up copy, or
b. all records to which this clause refers are backed up using cloud technology through the internet not less frequently than once each month.
Maximum penalty:
· 40 penalty units in the case of a corporation, or
· 20 penalty units in any other case. (Fair Trading NSW, 2019)


	[image: ] 	Practice activity
[bookmark: _Toc11228383][bookmark: _Toc23490351]Activity 3.1: Software
Property Tree is a software entity that is a division of Rockend. We will be working with Property Tree Property Management software in a later subject. 
Watch this You Tube video of Property Tree Online Walkthrough 2018 and note down some advantages for class discussion.
[image: ]
https://youtu.be/azvmxB7qXbY
Advantages of using the Property Tree Software:
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