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AUDIT REPORTS
Annual and Final
Important Information for Auditors of Trust Account Records

Property Agents and Land Transactions Act 2005
The Auctioneers and Real Estate Agents Act 1991 and Auctioneers and Real Estate Agents Regulations 1992 were replaced, on 1 December 2006, by the Property Agents and Land Transactions Act 2005 and Property Agents and Land Transactions Regulations 2006.
For this purpose auditors are provided with a set of special purpose audit report forms, and checklists each year which are based on the legislative requirements for the management of trust funds.  Consequently, the Board is the primary regulatory user of such reports and when necessary will seek additional information to clarify reported audit conclusions.
Requirements of Legislation and key internal controls
The Property Agents and Land Transactions Regulations 2006, refer in Regulation 6, to the supervision of trust accounts.  More specifically, subregulation (1) provides that a property agent who receives trust money must supervise the keeping of the trust account records, ensure the reconciliations records, etc. are accurate, and within 2 days after the making of a month end reconciliation record, endorse the record with a written and dated statement that the records are “accurate” and his or her signature.  As a matter of good practice the preparer of the month end reconciliations should also certify the record upon completion prior to the agents review and endorsement.
It is also requested that the written endorsement be extended to state that the reconciliation records are complete and accurate.  This is because (in practice) often not all supporting printouts to the reconciliation figures are provided which may conceal regulatory breaches, and/or varying degrees of fraudulent transactions.
Auditing Requirements of the Legislation
The Property Agents and Land Transactions Act 2005 refers, in Section 147(1)(d), to the making of regulations regarding the auditing of accounts in which trust money is held by real estate agents, property managers and general auctioneers.

The Property Agents and Land Transactions Regulations 2006 refer, in regulations 30-37, to the provisions which relate to the conduct of audits and the lodgement of an audit report.  

Notwithstanding the Board’s recommendation that auditors obtain a copy of the Act and Regulations, these provisions which primarily regulate good internal control procedures are summarised hereunder:-

Regulation 30 - defines the “audit year" for the lodgement of an audit report as being the period of 12 calendar months ending on 30 June each year and a "prescribed period" in relation to a property agent who dies or a person who ceases to carry on the business of a property agent in any audit year, as being the period from immediately after the end of the previous audit year to the day in the audit year on which the person dies or ceases to carry on the business.

Regulation 31 - an audit undertaken by an auditor must be completed within three months after the end of each year.  Also, an audit must be undertaken within three months after the day on which a business ceases to be conducted and also within three months of the date on which a licensee dies.

The Board, at any time and at its own expense, may cause the trust account records of a property agent to be audited.

Regulation 32 – property agents who do not have any trust account transactions may lodge with the Board a declaration to that effect and the lodgement of that declaration has the same effect as the lodgement of an audit report. (Form 10 is available on the website for that purpose).
Regulation 33 – all property agents, whether their trust accounts are being audited at their own request, or at the request of the Board, must co-operate fully with the auditor and allow access to the records at all reasonable times.

Regulation 34 - an auditor is required to complete an audit within three months of the end of the year in respect of which the audit is carried out, or in the case of an audit for a person who has ceased to carry on business, or has died, within three months after the end of that period.

When an audit is requested by the Board, the Board may specify the time for its completion.

Regulation 35 (1) - as soon as possible after the audit is completed, the report must be given to the person who appointed him or her (the property agent), together with a copy certified by the auditor to be a true copy.

Regulation 35 (2) - sets out the information an auditor must provide to the Board in the audit report.

Regulation 35 (3) - requires that the auditor, should he/she discover that the requirements of the Act in respect of trust money and the keeping of trust accounts have not been complied with fully, the auditor must specify in the audit report the matters in respect of which the Act has not been complied with fully.

Regulation 36 – provides that an auditor must give a report to the Board as soon as practicable after discovering one or more irregularities, that is the trust accounts were being kept in a manner which prevented them from being properly audited; something that appears to the auditor to involve dishonesty or a breach of the law; a deficiency of trust money in the trust account or ledger account, a failure to pay or account for trust money, or a failure to comply with the provisions of the Act relating to the keeping of trust accounts.

A report lodged as required above is to specify the details of each irregularity discovered by the auditor and be signed by the auditor with a copy being given to the property agent. 

Regulation 37 - requires the property agent to give the audit report to the Board within seven days after receiving it from the auditor.

Specific Information in Audit Report
As mentioned above, Regulation 35 (2) refers to the information which must be mentioned in an audit report.  Specifically this is whether, in the opinion of the auditor: -

(a)
the trust account records being audited were properly kept up and kept in accordance with the Act;

(b)
there is any defect or irregularity in the trust account records;
(c)
each trust account after being reconciled under regulation 21 and the amount of trust money invested under regulation 29 were sufficient to meet all the trust account liabilities at the end of the period being audited;

(d)
the auditor obtained all the information, documents, explanations and assistance that he/she required to complete the audit; and

(e)
the requirements of the Act in respect of trust money and the keeping of trust accounts have been complied with.

If an auditor finds that the requirements of the Act in respect of trust money and the keeping of trust accounts have not been fully complied with, the auditor must specify in the audit report  (Regulation 35 (3)) the matters in respect of which only substantial compliance have been achieved, together with rectification agreed or not agreed to by the agent.
Audit Program
The legislation does not attempt to define a program appropriate to the audit of trust account records of a Property Agent.  The Board has however, determined that a Check List which records the precise requirements of the legislation, forms an integral part of the Audit Report.

For an auditor to be satisfied that "the requirements of the Act in respect of trust money and the keeping of trust accounts have been complied with", the following must be determined;-

(i) Have the trust accounting records been reconciled (this means actually balanced) with the authorised deposit taking institution trust statement (bank etc) each and every month?

(ii) Does the closing balance of the trust account reconciliation at the end of the year/period (that is the cash book balance and the bank reconciliation balance with the  end of month adjusting entries such as unpresented cheques and deposits not credited) agree with the sum of the ledger balances?  In other words, are there sufficient funds on hand to meet all trust account liabilities?
(iii) That the contents of any buffer, suspense, holding or similar clearing accounts are identified and managed appropriately throughout the year.

(iv) Have adjustments for errors been cleared promptly eg within several days of detection in the reconciliation process?

(v) That there were no overdrawn ledger balances throughout the year which were not rectified promptly eg within several days of monthly reconciliations?

(vi) Are unpresented deposits banked promptly and do not contain any unbanked receipts in excess of 2 days of receipting?

(vii) That there is full and relevant disclosure of all electronic fund transfers to whom and which accounts in deposit taking institutions funds are transferred.
(viii) Have the trust accounting records been maintained in accordance with the requirements of the Act and Regulations at all times during the year/period being audited?

The Board believes that it is not appropriate for an auditor to accept appointment to audit a Property Agent’s trust account records in circumstances where he/she has been involved in their preparation.
It is important that the current form of audit report and check list be used for each separate trust account as there have been some changes.  Form 8 is available on the website for that purpose.
Alicia Hutton
Executive Officer
1 June 2011 
	Royal Engineers Building

2 Davey Street

Hobart    7000


	Email: board@propertyagentsboard.com.au

www.propertyagentsboard.com.au
	Telephone (03) 6234 2700

Fax (03) 6234 2216

ABN 93 793 560 726


	
	
	



