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Letter to Ministers

Dear Ministers,

| am pleased to submit the
2015-16 Annual Report of the
Professional Standards Councils
of the Australian Capital Territory,
New South Wales, the Northern
Territory, Queensland, South
Australia, Tasmania, Victoria and
Western Australia to the relevant

Ministers in each state and territory.

This is a consolidated volume

on the Councils’ operations

and performance, and includes
financial statements for the period
1 July 2015 to 30 June 2016.

This report has been prepared

in accordance with the relevant
Professional Standards Legislation
in each Australian state and
territory, for Ministerial presentation
in your respective parliaments.

During the period covered by
this report, the Professional
Standards Councils have worked
with occupational associations to
improve professional standards
for the professional communities
covered by Professional
Standards Legislation.

Occupational associations continue
to commit to the high expectations
of professional regulation captured
in their Professional Standards
Scheme, as evidenced by the
number of applications for a new
scheme once the previous one
has expired. The role performed
by these schemes is also reflected
in the Commonwealth continuing
to prescribe schemes so that

they operate in relation to relevant
federal legislation.

This report is a formal record of
the compliance and achievements
of the Professional Standards
Councils over the past year.

| commend this report to you.

B Kot

Brian Rayment QC
Chair
Professional Standards Councils
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As Chair, | am pleased to submit my 11th Annual Report
on behalf of the Professional Standards Councils.

[t has been a busy and positive
year for the Councils and |
would like to acknowledge my
fellow Council Members for
their continuous dedication and
commitment. We welcome the
appointment of Mr John Vines
OAM who joined the Councils
on appointment by the Attorney
General in Victoria.

I would also like to acknowledge
the work and support of the
Professional Standards Authority
(PSA). The Chief Executive Officer,
Dr Deen Sanders, along with a
team of experts, continues to
provide invaluable service for our
innovative regulatory system.

Over the last 12 months we saw
growing recognition of the role that
professional standards legislation
can play in providing regulatory
options for governments and
improved consumer protection
through professional associations.
We have seen improved relations
and recognition with the Federal
Government with an increasing
focus on professional standards

in financial services as well as
consideration of professional
standards projects by a number of
State governments.

The relocation of the PSA to the
NSW Department of Finance,
Services and Innovation, under
the consumer protection ambit
of Fair Trading has confirmed
the strong alignment of
regulation with innovation and
consumer protection.

This year also represented another
year of steady growth in regulatory
coverage. The Councils monitored
and oversaw Professional
Standards Schemes nationally

for 20 occupational associations,
with 26 schemes covering a total
of 68,173 members. In addition,
Councils approved a total of five
new schemes. These activities
reflect positively on Australia’s
professional communities and their
willingness to embrace professional
standards regulation.

| commend this report to you and
look forward to a year of continued
focus on outcomes for consumers
through improved professional
standards and an expanded
community of professions in

the future.

B AKongsnt

Brian Rayment QC
Chair
Professional Standards Councils
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It is with pleasure that | present our contribution to the Annual Report from the
perspective of the Professional Standards Authority (PSA), as regulatory support agency
for the Professional Standards Councils.

This year we finalised our
celebration of 21 years of

the Professional Standards

Act 1994 (NSW), with a new
publication, 27 years of requlatory
innovation through professional
standards. As a collection of
academic articles and history of
professional standards legislation
it quickly became a sought after,
informative resource amongst
professional associations,
industry groups, academics and
government departments.

The opportunities for a stronger
alignment between aspiring
professions and consumer
protection was also a strong theme
of work throughout the year, with
a number of new regulatory and
policy activities emerging in the
built environment sector. These
activities were supported by a
number of governments who

are committed to professional
standards becoming a
constructive partner to statutory
occupational regulation.

A collection of articles and
history of Professional Standards
Legislation: 27 years of
regulatory innovation through
professional standards

This is also an active conversation
in international regulatory
environments and we participated
at the international Council on
Licensure, Enforcement and
Regulation (CLEAR) conference
(Boston, USA) presenting on our
unique regulatory environment and
model of professional regulation.
We look forward to supporting an
international event in Australia on
this topic in 2017.

Operationally, this year also saw
the PSA finalise its Machinery of
Government transition into the
NSW Department of Finance,
Services and Innovation (DFSI).
This had some temporary effects
on our structure and staffing
contingent that will be settled by
the end of 2016. I'd like to thank
the Secretary, Martin Hoffman, and
the Fair Trading Commissioner,
Rod Stowe, for providing a warm
welcome and providing a smooth
transition into the DFSI cluster.

In a year of significant governmental
and organisational change, the
extraordinary team of expert,
dedicated PSA staff showed their
unwavering commitment and
steadiness as they delivered our
services to government, business
and the community. | thank them
for their hard work and look
forward to an exciting 2016-17.

'-Q-Q)\/\J

Dr Deen Sanders
Chief Executive Officer
Professional Standards Authority
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Our Core Purpose

To protect consumers by improving
professional standards.

Our Vision

To lead the way in advancing the highest
standards of professionalism.

Our Mission

To promote professional standards and consumer
protection through thought leadership and education,
and by granting, monitoring and enforcing approved
Professional Standards Schemes.



Why we’re here

PROTECT
CONSUMERS

The Professional Standards
Councils’ goal is to protect
consumers by demanding high
levels of professional standards
and practices from those who
participate in Professional
Standards Schemes.

Associations and members
who participate in Professional
Standards Schemes are
recognised as pursuing
improvement in professional
standards and acting ethically.

IMPROVE
PROFESSIONAL
STANDARDS

In Australia, a growing

number of associations and

their members are making
significant efforts to improve their
professional standards.

The Professional Standards
Councils take a collaborative
approach when working with
associations to help them develop
self-regulatory initiatives and

to improve their professional
standards by implementing risk
management strategies and
professional integrity systems.

The Councils conduct research,
develop policies and guidelines,
and organise events to promote
debate and change in the areas
of professional standards, codes
of ethics and conduct, and

risk management, in order to
protect consumers.

HELP
ASSOCIATIONS

The role of the Professional
Standards Councils is to strengthen
and improve professionalism

within occupational associations
and promote self-regulation while
protecting consumers.

The Councils decide whether

to approve applications for
Professional Standards Schemes
under Professional Standards
Legislation, and monitor and
enforce associations’ administration
of schemes. Schemes allow limits
to be placed on the civil liability of
professionals who are members
of an association covered by a
scheme.
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About the Professional Standards Councils

Formation of
the Councils
and legislation

Following economic unrest
towards the end of the last
century, the NSW Government
recognised a need to raise the
standards in professions within
the community and as a result,
protect the consumer. This
resulted in a statutory regime
intended to promote self-regulation
by occupational associations,
with a Professional Standards
Council established to assist

and encourage the associations,
and oversee the operation of
Professional Standards Schemes.

In 1995, following the passing of
the Professional Standards Act
1994 (NSW), the Professional
Standards Council of NSW was
formed. Over the next 10 years,
Professional Standards Councils
were established in each Australian
state and territory.

The Councils are independent
statutory bodies with powers to
assess and approve applications
from occupational associations for
a Professional Standards Scheme.

One way in which a scheme is
significant is in placing a ceiling
on the amount of civil liability
that a member of an association
participating in a scheme may be
exposed to. This is in recognition
of a range of factors, including
professional indemnity insurance
policy standards, and effective
risk management strategies that
associations must evidence in
applying for a scheme, and that
the Councils consider in deciding
whether to approve it.

Legislation

Following the collapse of insurance
giant HIH over a decade ago,

the reach of the Professional
Standards Legislation was
extended. This significant event,
which affected thousands of
people, highlighted the importance
of maintaining stringent corporate
governance and liability practices
to protect consumers.

Subsequently, the Commonwealth
Government passed legislation
that permitted the civil liability of
occupational associations to be
limited under the Trade Practices
Act 1974 (now the Competition
and Consumer Act 2010), the
Corporations Act 2001, and

the Australian Securities and
Investments Commission Act 2001.

Professional Standards Legislation
seeks to strike a balance between:

> Ensuring sufficient compensation
is available to consumers for
the vast majority of claims
where liability results in an
award of damages

> Requiring rigorous standards
of professional conduct, so
that claims for negligence
are reduced.

Role of the Councils

The Councils play a key role in
promoting the objectives of the
Professional Standards Legislation.
These objectives are to:

> Facilitate the improvement of
professional standards

> Protect consumers who
use the services provided
by professionals

> Enable the creation of schemes
that limit the civil liability
of professionals.



Improving professional
standards

In Australia, a growing number of
associations and their members
are making significant efforts

to improve their professional
standards. Under Professional
Standards Legislation,
associations can apply to the
Professional Standards Councils
to be covered by a Professional
Standards Scheme.

A Professional Standards
Scheme requires an occupational
association to improve the
professional standards of their
members by implementing robust
professional integrity systems and
risk management strategies.

A scheme also requires those
who are covered by one to hold
sufficient professional indemnity
insurance cover and/or business
assets to protect consumers.

Uniquely Australian

Unique to the Australian
professional community,
Professional Standards Schemes
limit the civil liability of association
members who have an insurance
policy and business assets
commensurate with the liability
amount. Each association has a
minimum insurance standard to
which its members must comply.

Each scheme has a maximum
duration of five years. The Minister
may choose to extend a scheme
once for up to 12 months on
submission of an application

by the association. Before the
scheme expires, the association
must submit an application for an
entirely new scheme. This facilitates
regular consideration and scrutiny
of schemes and liability limits by
the Councils and the public, and
what is needed to meet advancing
professional standards and
protect consumers.

As members of occupational
associations may work across
multiple states and territories,

the Professional Standards
Legislation includes mechanisms
for Professional Standards
Schemes to be recognised across
multiple Australian state and
territory jurisdictions.

IN AUSTRALIA,
A GROWING
NUMBER OF
ASSOCIATIONS
AND THEIR
MEMBERS

ARE MAKING
SIGNIFICANT
EFFORTS TO
IMPROVE THEIR
PROFESSIONAL
STANDARDS

1
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Professional Standards Schemes

Lifecycle and
management of
schemes

Each Professional Standards
Scheme approved by the
Professional Standards Councils
has a lifespan of up to five years.
The Minister also has the option to
extend a scheme once for up to

12 months if an association applies
for an extension.

The Professional Standards
Authority (PSA) works with
associations that hold a Professional
Standards Scheme to help them:

> Achieve their
self-regulatory goals

> Understand their
legislative obligations

> Monitor and enforce the
professional standards of
their members

> Increase consumer
protection by improving
professional standards.

Associations with an active
Professional Standards

Scheme must maintain an
ongoing Professional Standards
Improvement Program (PSIP), and
submit detailed annual reports on
this program to the Councils.

The Councils review these annual
reports to make sure associations

are meeting their obligations under
Professional Standards Legislation.

If an association doesn’t meet
its legislative requirements, the
Councils can issue warnings,
seek fines through the courts, or

consider revoking the association’s

Professional Standards Scheme.

Scheme administration

During the 201516 reporting
period, the Professional Standards
Councils monitored and enforced
Professional Standards Schemes
for 20 occupational associations.
Most schemes operate in

multiple jurisdictions under
mutual recognition. As at 30 June
2016, there were 26 schemes
covering a total of approximately
68,173 members.

Figure 1 demonstrates the
changes throughout the 2015-16
reporting period.

FIGURE 1. PROFESSIONAL STANDARDS SCHEME CHANGES 1 JULY 2015 - 30 JUNE 2016

The Institution of Engineers Australia (EA)

Schemes held reduced from three to one. The remaining scheme in
NT is mutually recognised in ACT, Qld and WA. The scheme expires on
26 December 2016.

RICS Valuers Ltd (RICSV)

New scheme commenced in ACT, NSW, NT, Qld, SA and WA

on 1 January 2016, and in Vic on 25 February 2016.

e occupgtional New schemes approved for the RICSV.
associations

64,451* members
covered

Membership growth was largely as a result of accountants and valuers.

30 June 2016

e d 26 schemes

9 20 occupational
associations

9 68,173 members
covered

* Methodologies for the calculation of member numbers have been reviewed and improved by the PSA, which has resulted in changes to some
historical membership values disclosed in previous Annual Reports.
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In 201516, the Councils approved a total of five Professional Standards Schemes for five associations as shown in
Table 1, including associations that operate across multiple states and territories and schemes commencing in the
2015-16 financial year and due to commence in 2016-17. However, there are no longer any Professional Standards
Schemes operating in Tasmania as the only Professional Standards Scheme approved in Tasmania has now expired.

TABLE 1. PROFESSIONAL STANDARDS SCHEMES APPROVED BY COUNCILS 1 JULY 2015 - 30 JUNE 2016

23 October 2015 Australian Computer Society (ACS)
New scheme approved in NSW, where it commenced on 1 January 2016; it applies
under mutual recognition in all other mainland jurisdictions.

23 October 2015 RICS Valuers Ltd (RICSV)

New scheme approved in NSW, where it commenced on 1 January 2016; it applies
under mutual recognition in all other mainland jurisdictions.

19 February 2016

Australian Property Institute Valuers Limited (APIV)
New Scheme approved in NSW, where it commenced on 1 September 2016; it
applies under mutual recognition in all other mainland jurisdictions.

19 February 2016

Law Institute of Victoria (LIV)
New Scheme approved in Vic, where it commenced on 1 July 2016; it applies under
mutual recognition in all other mainland jurisdictions.

15 April 2016

Queensland Law Society (QLS)
New Scheme approved in Qld, where it commenced on 1 July 2016; it applies under
mutual recognition in all other mainland jurisdictions.

ANNUAL REPORT 2015-16
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The legislation in all jurisdictions allows the duration of
a Professional Standards Scheme to be extended once
for a maximum period of twelve months with Councils’
support. Table 2 shows the schemes to which this
provision was applied over the current reporting period.

TABLE 2. PROFESSIONAL
STANDARDS SCHEMES EXTENDED
1 JULY 2015 - 30 JUNE 2016

Association  New expiry date

EA (NT) Scheme to expire on 26 December 2016
APIV Scheme to expire on 31 August 2016
LIV Scheme to expire on 30 June 2016

QLS Scheme to expire 30 June 2016

Throughout 2015-16, the Commonwealth prescribed the
following schemes under the Corporations Act 2001, the
Australian Securities and Investments Commission Act
20017 and/or the Competition and Consumer Act 2010.

TABLE 3. PROFESSIONAL STANDARDS
SCHEMES PRESCRIBED DURING
1 JULY 2015 - 30 JUNE 2016

Scheme prescribed Date of prescription

ACS 25 February 2016
NSW Bar 25 February 2016
RICSV 25 February 2016

Additionally, there was a name change from ICAA

to CA ANZ for the CA ANZ Professional Standards
Schemes in ACT, NSW, NT, Qld, SA, Vic and WA under
all three Commonwealth Acts.



FIGURE 2. NUMBER OF PROFESSIONALS AND OCCUPATIONAL ASSOCIATIONS OPERATING UNDER
PROFESSIONAL STANDARDS SCHEMES OVER THE PAST TEN YEARS
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* Methodologies for the calculation of member numbers have been reviewed and improved by the PSA, which has resulted in changes to some
historical membership values disclosed in previous Annual Reports.
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FIGURE 3. NUMBER OF PROFESSIONALS* PER STATE AND TERRITORY COVERED BY PROFESSIONAL
STANDARDS SCHEMES OVER THE PAST FIVE YEARS
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*

Methodologies for the calculation of member numbers have been reviewed and improved by the PSA, which has resulted in changes to some
historical membership values disclosed in previous Annual Reports.

Note: CPA scheme member participants are shown in their domiciled state or territory as opposed to the jurisdiction of the scheme (NSW).



TABLE 4. PROFESSIONAL STANDARDS SCHEMES

Association Profession Members Limitation liability Start date End date
ACT
CA ANZ Accountants 661 $2m to $756m 08/10/14  07/10/19
Mutual recognition ~ NSW — ACS, CPA, NSW Bar, CIRCEA, PSOA, APIV, RICSV

NT - EA

QLD - BAQ

SA - SA BA, LSSA
VIC — ATMA, LIV, Vic Bar
WA - WA BA, LSWA

NSW
CA ANZ Accountants 11,004 $2m to $75m 08/10/14 08/10/19
CPA Accountants 6,876 $2m to $75m 08/10/13  07/10/17
IPA Accountants 1,505 $1m to $20m 01/01/13  31/12/17
NSW Bar Barristers 2,242 $1.5m 01/07/15 30/06/20
CIRCEA Engineers 15 $1m, $5m or $10m 28/02/13  27/02/18
ACS T 7 $1.5m 01/01/10  31/12/15
$1.5m 01/01/16 3112/17
LSNSW Lawyers 10,355 $1.5m to $10m 28/02/13  27/02/18
PSOA Surveyors 39 $1m to $30m 11/11/13 10/11/18
APIV Valuers 4,447 $1m to $20m 01/09/10  31/08/16
RICSV Valuers NIL $1m to $20m 01/01/16  31/12/20

Mutual recognition QLD - BAQ
SA-SABA, LSSA
VIC — ATMA, EA, LIV, Vic Bar
WA — WA BA, LSWA

=z
‘

CA ANZ Accountants 132 $2m to $75m 08/10/14  07/10/19
EA Engineers 16 $1.5m to $20m 27/12/10  26/12/16
Mutual recognition ~ NSW — ACS, CPA, NSW Bar, CIRCEA, PSOA, APIV, RICSV

QLD - BAQ

SA - SA BA, LSSA
VIC — ATMA, LIV, Vic Bar
WA — WA BA, LSWA

QLD

CA ANZ Accountants 4,456 2m to $75m 08/10/14  07/10/19

BAQ Barristers 973 $1.5m 01/07/13 30/06/18
QLs Lawyers 5116 $1.5m or $10m 01/07/10  30/06/16'

* Total number under mutually recognised scheme represents 82 in ACT, 21 in NT, 1,339 in QLD, 315 in SA, 2,464 in VIC and 817 in WA. This scheme
commenced on 8 October 2013 in NSW, and on 1 February 2014 in other jurisdictions.
i. New scheme starting 1 July 2016, which is not in this reporting period.

17
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Association
QLD

Mutual recognition

Profession Members Limitation liability Start date End date

NSW — ACS, CPA, NSW Bar, CIRCEA, PSOA, APIV, RICSV

NT - EA

SA - SA BA, LSSA

VIC — ATMA, LIV, Vic Bar

WA — WA BA, LSWA

(%]
‘

CA ANZ Accountants 1,978 $2m to $75m 08/10/14  07/10/19
SA BA Barristers 213 $1.5m 01/01/12 31/12/16
EA Engineers NIL $1.5m to $20m 01/09/09  31/08/15
LSSA Lawyers 1,149 $1.5m or $10m 01/01/12 31/12/16"
Mutual recognition ~ NSW — ACS, CPA, NSW Bar, CIRCEA, APIV, RICSV

QLD - BAQ

VIC — ATMA, LIV, Vic Bar

WA — WA BA, LSWA
TAS
Professional Nil
Standards Schemes
Mutual recognition ~ No provision in the legislation
VIC
ATMA Accountants 361 $1m to $100m 01/01/13  31/12/17
CA ANZ Accountants 7,159 $2m to $75m 08/10/14 07/10/19
Vic Bar Barristers 979 $2m 01/07/14 30/06/19
EA Engineers NIL $1.5m to $20m 19/01/10 18/01/16
LIV Lawyers 4,190 $1.5m or $10m 01/07/10  30/06/16'

Mutual recognition

NSW — ACS, CPA, NSW Bar, CIRCEA, PSOA, APIV, RICSV

QLD - BAQ

SA - SA BA, LSSA

WA — WA BA, LSWA

CA ANZ Accountants 2,858 $2m to $75m 08/10/14  07/10/19
LSWA Lawyers 1,232 $1.5m or $10m 01/07/14 30/06/19
WA BA Barristers 210 $2m 01/07/14 30/06/19
Mutual recognition ~ NSW — ACS, CPA, NSW Bar, CIRCEA, APIV, RICSV

NT - EA

QLD - BAQ

SA - SA BA, LSSA

VIC - ATMA, LIV, Vic Bar

ii. Extension requested to 30 June 2017.
iii. Extended to 30 June 2016. Replacement scheme approved and gazetted for commencement 1 July 2016.



Compliance monitoring and reporting

Our compliance approach is one
of partnership.

Monitoring and ensuring
compliance with Professional
Standards Legislation is key to
improving professional standards
within the Australian professional
community and is vital to
protecting consumers.

The annual Professional Standards
Improvement Program (PSIP)
Report expected from each
professional association is required
under the legislation. It also reflects
the self-regulatory commitments
that each association makes to
improve professional standards in
their community.

These commitments are made
when associations apply for a
Professional Standards Scheme.
The statutory and professional
obligations of individual scheme
members; and the incorporation
of various corporate governance
and risk management principles,
policies and Australian Standards;
enhance professional standards
within the professions.

Professional Standards
Improvement Program
Reports for calendar
year 2015

All associations provided the
necessary board and governance
approvals with their PSIP annual
report. The Councils consider this
o be a strong indicator of board
commitment and management
awareness of the associations’
Professional Standards
Legislation obligations.

The Professional Standards
Authority (PSA) updated the
reporting template in 2015, due

in part to deficiencies identified in
associations’ previous responses to
PSIPs, and partly to further clarify
the Councils’ regulatory assurance
strategy and requirements from
associations in the PSIP process.

Key changes included:

> Requesting additional data
relating to the association and
scheme administration, including:

— Asking associations to identify
and attach all documents
that specify the relationship
between the association
and its members, to reflect
that most associations
do not have one discrete
membership agreement.

— The addition of a new section,
Section 1.5 Discretionary caps
and exemptions, which asks
associations to provide the
number of members applying
for a discretionary increase
in their liability cap or an
exclusion from a scheme, and
the criteria and process to be
applied by the association.

> Enhancing data provided by
associations on their monitoring
of compliance with scheme
elements through:

— The inclusion of an individual
table to be completed for
each of the five scheme
requirements;

— Detailing monitoring activities
that have been carried out;

— The outcomes and results of
this monitoring, and the audit
activity of the association.

> Expanding claims data captured
by associations, by advising that
notifications data and analysis be
provided for the reporting cycle,
as well as for claims data.

> Improving associations’
complaints and discipline data
through the inclusion of three
new tables for associations
to complete. This includes
requesting information on
complaints received and their
resolution, the root causes of
complaints, and the average
time taken by the association to
resolve complaints.

19
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> Ensuring associations are
aware that no modifications
to their complaints and
discipline system or association
insurance standards should
be made without notification
to the Professional Standards
Councils. This is done by asking
associations to review data
provided in their most recent
scheme application, and advise
of any changes.

Improved annual
reporting format
uptake

The new PSIP reporting template
was distributed in December
2015 with associations required to
report on the calendar year 2015
on or before 31 March 2016. The
PSA worked with associations

on their uptake of the new PSIP
template. The updated elements
of the template required additional
information which tested existing
systems and processes, and extra
attention to data handling was
required by associations.

Generally, the updated PSIP
reporting template generated
an improved response from
associations in terms of delivery
of information, compliance,

risk analysis and strategies
implemented/proposed, and
the clarity of reporting for
regulatory purposes.

Some general outcomes of the
2015 PSIP include:

> Fifteen of 17 scheme

associations submitted their
PSIP in the new template form.
The Professional Surveyors
Occupational Association and
South Australian Bar Association
submitted their 2015 PSIP
reports in the 2014 PSIP report
format, and as a result did

not adequately respond to a
number of elements of the 2015
PSIP report.

Associations’ 2015 reports were
assessed across 10 elements:
association and scheme
governance data; scheme
monitoring activities; scheme
monitoring improvements; risk
analysis; risk management
system improvements;
complaints and discipline data;
complaints handling system
improvements; notifications
and claims data; association
insurance standards; and
oversight, member certification,
and declaration.

PSIP submission times were
largely the same as 2014. This
year 10 scheme associations
(52.6%) submitted their PSIP
report within 24 hours of the

31 March deadline. Six scheme
associations were granted
extensions and provided their
reports within one month of the
deadline, and the Law Institute
of Victoria submitted its report
on 12 April 2016 (four days after
its revised deadline, following
the grant of an extension). The
Association of Taxation and
Management Accountants and
the Victorian Bar Association
provided their annual reports on
17 June 2016 (78 days late).

FIGURE 4. PSIP SUBMISSION
TIMES. COMPARISON 1 JULY
2014 - 30 JUNE 2015 AND

1 JULY 2015 - 30 JUNE 2016

2014-15 2015-16

100%
90% ——
80%

70%
60%
50%
40%
30%
20%
10%

0%
@ Submitted by 31 March

@ Submitted after 31 March (with extension)
Submitted late

> This year’s reporting
demonstrated a healthy cycle
of work by associations in
regards to:

— Scheme Monitoring Review

— Risk Management Review
(see Figure 5)

FIGURE 5. PSIP REVIEW
ELEMENTS
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70.6% 70.6%
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Scheme Risk
Monitoring Management
Review Review

@ % undertaken by associations



Common areas for
improvement identified

Although the general response
was positive, the PSA identified

a number of deficiencies arising
from the analysis of the 2015 PSIP
reports. The deficiencies will form
the targeted areas of improvement
for the PSA to work with

individual associations to improve
throughout 2016.

THE PSA

WILL BE
WORKING WITH
ASSOCIATIONS
TO ENSURE
THE IMPROVED
INTEGRATION
OF DATA

The opportunity for improvement in
self-regulatory programs includes:

> Analysis and/or discussion

of trends identified by
complaints and discipline,
and notifications and claims
data, and the proposal

and implementation of risk
management strategies in
response. There is a general
need for improvement in

some associations’ analysis of
complaints and discipline, or
notifications and claims data.

A number of associations failed
to identify trends or the root
cause of complaints made.
Associations typically conduct
superficial analysis of data, for
example merely categorising
claims and complaints, rather
than investigating their cause.
The PSA will be working with
associations to ensure the
improved integration of data and
associations’ risk management
strategies, so that analysis of
data feeds into the revision of the
association’s risk management
plan, and new risk management
strategies that are proposed or
have been implemented.

Reporting on the overall
effectiveness of risk
management strategies

in relation to containing
risks, complaints and
claims, and any proposed
or implemented changes to
those strategies. There was
a generalised inadequacy of
associations’ assessment of
the effectiveness of their risk
management strategies, with
a tendency to simply deem
existing controls effective, and
assert that no additional controls
were needed. Associations

as a whole did not integrate
notifications and claims, or
complaints and discipline data
into their assessment of the
overall effectiveness of their risk
management strategies.

Improving associations’
membership agreement
and/or renewal to include

a positive undertaking to
comply with the Professional
Standards Legislation (PSL),
and scheme requirements.
Associations’ membership forms
and renewals did not include a
specific undertaking to comply
with requirements of the PSL,
such as provision of notifications
and claims, complaints and
discipline, professional indemnity
insurance data, and responding
to PSl-based surveys. Many
association’s membership forms
and invoices made no specific
mention of the existence of

the Professional Standards
Scheme, or participation in

the scheme. The PSA will be
working closely with associations
to ensure that all associations
have in place a clear agreement
between the scheme member
and the association so that
participation in a scheme, and
the requirements of participation
in a scheme, are fully disclosed
and transparent.

21



ANNUAL REPORT 2015-16

N
N

Industry sector comparison on compliance elements

Analysis of the 2015 PSIP data, when compared to the previous year, indicates changes in trends within professions, as
well as across professions. Overall, the associations reported a reduction in complaints. There was a slight increase in
the number of claims but a reduction in the dollar value of claims. Generally, professional indemnity insurance premium
costs have fallen slightly or remained stable. See Figure 6 for a breakdown by professional group.

FIGURE 6. 2015 PSIP INDICATOR MOVEMENTS IN COMPARISON TO THE PREVIOUS FIVE-YEARS
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*Other includes valuers, surveyors, engineers and computer professionals.

EXPLANATION OF TABLE TERMS

Complaints received Amount of claims paid Note: These indicators are sourced

Number of complaints Total known settlements paid from a comparison of current 2015

against members received by against claims made against PSIP data against previous five year
scheme associations and/or association members. 2010-14 annual risk management

relevant regulators.

reports data for each scheme

Professional indemnity association (where available) and

Number of cllalms/notlfncatlons msura_ance costs (average represent median values within the
Number of claims and premiums) professional groups.
notifications made against Average cost of professional

association members.

indemnity insurance as a
proportion of gross fees/income.



Examples of improved
risk management

There were some noteworthy
examples of improved risk
management strategies being
reported by associations. Two
areas of focus in the 2015 PSIP
were increased engagement

of associations in scheme
management and risk management
reviews, and improved Five Year
Risk Management Plans and risk
management frameworks.

> All associations adopted the
process of having their governing
bodies review and endorse their
PSIP reports prior to submission
to the Professional Standards
Councils. This represents a
marked increase from the 2013
and 2014 reports, signifying
continuing commitment of the
associations’ management
teams to their obligations
under the Professional
Standards Legislation.

> The Institute of Public
Accountants and Western
Australian Bar Association,
pboth conducted a review of
all five elements of scheme
monitoring, and of their
respective association’s
management and treatment of
risks. Both associations also
saw a measurable improvement
in their compliance with annual
reporting obligations.

> CPA Australia (CPA) and the
Australian Property Institute
Valuers Limited (APIV) each
demonstrated commendable
engagement in review
processes. Each association
conducted managerial
reviews of all five elements
of scheme monitoring, and
formal reviews of their risk
management strategies
and processes.

The CPA Board, in conjunction
with management, undertook an
annual review of its Strategic and
Operational Risk in September
2015. They, along with CPA’'s
Audit & Risk Committee, used
the review in their development
of CPA’s Internal Audit

Program. This risk assessment
included documentation of

new and emerging risks, and
amendments to existing controls.

APIV conducted a number

of risk reviews with relevant
stakeholders in 2015, including
the Australian Property Institute
National Council and APIV Board
and National Leadership Team,
in reviewing APIV’s Five Year
Risk Management Plan and Risk
Register. APIV provided details
of the outcome of these reviews,
including the identification of
new and emerging risks, and
the need to review controls for
existing risks.

> The Law Society of Western
Australia (LSWA) developed and
implemented an integrated
Risk Management and
Compliance Framework
consistent with ISO 37000:
2009 Risk management —
Principles and guidelines and
ISO 19600:2014 Compliance
management systems —
guidelines. This framework
includes an amended Five
Year Risk Management Plan;
Professional Liability and
Standards Risk and Control
Register; and Scheme
Compliance Risk and Control
Register; alongside Key Risk
Indicators (KRls) for control
strategies. Risk management
strategies are now based on
significant risks identified through
a thorough risk identification and
assessment exercise conducted
by the LSWA. Performance
measures on which the LSWA
scheme are to be monitored
and reported on are set out
within the framework. This
includes its risk management
and compliance performance,
and the performance of
scheme members. The LSWA
has developed a cohesive
compliance program, and
has developed and revised its
risk management framework
to ensure the existence of a
comprehensive Five Year Risk
Management Plan reflecting the
operations and exposure areas
of the LSWA.
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Regulatory
assurance action

The Professional Standards
Councils have a number of
regulatory assurance powers,
including but not limited to,
reviewing a scheme and initiating
the revocation of a scheme.

During the year two associations,
the Association of Taxation &
Management Accountants and
the College of Investigative and
Remedial Consulting Engineers
of Australia, were given directions
for compliance letters by the
Councils. The associations have
indicated their commitment to
resolving these outstanding issues
and working with the PSA. As at
30 June 2016, these regulatory
assurance actions are ongoing.

These two regulatory assurance
actions illustrate the Professional
Standards Councils’ obligations
to take regulatory assurance
actions when associations are
non-compliant with Professional
Standards Legislation.



Association support programs

The Professional Standards determined that the Grants
Councils have a long-term programs were not the most
objective to raise the capacity effective means of meeting the
of occupational associations to Councils’ objectives.

improve professional standards
and to self-regulate effectively.
From 2010 to 2015 Councils’ key
support initiatives were in the form
of Grants programs.

In April 2016 the Councils
embarked on a new strategy
based on an integrated program
of research, technical resources
and association development.

During 201516 the Councils The initial focus of this strategy
reviewed the Grants programs is the development of an Online
and other options for association Resource Centre. The Online

support into the future, and Resource Centre is a long-term

project to provide information, tools
and reference materials on the
professions, professional standards
and regulation.

Options for other future association
support programs will be considered
by Councils during 2016-17.

In adopting this new strategy
Councils have suspended the
Grants programs, putting a hold on
further grant offers.
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Grants programs

Prior to their suspension by the
Councils in April 2016 there were
two Grants programs:

> Research Grants funding
evidence-based studies into
improving and advancing
professional standards in
Australia, and

> Professional Standards Grants
funding projects that help
associations and their members
improve their professional
standards frameworks.

Since 2011 the Councils have
awarded a total of $931,000 to
grant projects. Information on past
grant projects are published on the
Councils’ website.

Research Grants

The Research Grants program
aimed to encourage and reward
innovative research to develop the
community’s confidence and trust

in professional services in Australia.

TABLE 5. RESEARCH GRANT PROJECTS CONTINUING IN 2015-16

Research Grants were not offered
in the 2015-16 financial year.

Three ongoing Research Grant
projects were completed

in 2015-16. The remaining

two did not proceed due to
internal reasons.

Funding
distributed in
Recipient Project Amount awarded 2015-16 Status
Creative Assessing Australia’s unique approach $40,000 $40,000 Completed
Consequence to professions — a creative solution to a (December 2013) August 2015
persistent problem
SOCAP and Professional standards for complaints $55,000 $15,000 Completed
Monash University  managers and handlers (December 2013) August 2015
The Tax Institute Professional standards and code $43,575 Nil Did not proceed
of professional conduct for the tax (December 2013)
profession
Vic Bar Quality criminal trials — baseline $38,700 Nil Did not proceed
measurements (December 2014)
Knowledge Knowledge transfer in Australia: $98,000 $98,000 Completed
Commercialisation  is there a route to professionalisation? (December 2014) June 2016

Australasia




Professional Standards Grants

The Professional Standards These grants were open only to One Professional Standards Grant
Grants program aimed to improve those associations operating under of $61,900 was awarded to the
professional standards in Australia, a Professional Standards Scheme, Law Society of South Australia
and enhance the standards and and their members. (LSSA) in 2015-16.

practice of scheme associations
and their members.

TABLE 6. PROFESSIONAL STANDARDS GRANT PROJECTS AWARDED IN 2015-16

Funding
distributed in
Recipient Project Amount awarded 2015-16 Status
LSSA Health and Wellbeing Package for the $61,900 Nil Funding
Legal Profession (December 2015) Agreement under

development

Four Professional Standards Grants projects awarded in previous years were continued into 2015-16. Of the four
recipients, two completed their grant project during the year and the remaining two withdrew from the grant during the
year for internal reasons.

TABLE 7. PROFESSIONAL STANDARDS GRANT PROJECTS CONTINUING IN 2015-16

Funding
distributed in
Recipient Project Amount awarded 2015-16 Status
ICAA (CA ANZ) Interactive quality assurance review for $50,000 $9,773 Completed
small-medium accountancy practices (May 2013) May 2016
NSW Bar New barrister assessment program $57,000 $40,925 Completed
(August 2014) June 2016
APIV Australian Property Institute professional ~ $57,000 Nil Did not proceed
compliance project (June 2015)
CA ANZ Interactive quality assurance $68,000 Nil Did not proceed
questionnaires for small and medium (June 2015)

practices conducting audit engagements
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Research and thought leadership

The Councils support research that
expands academic and community
knowledge in professional
standards and regulation.

The research strategy is designed
to deliver benefits to professions
and their members. It aims to
generate debate and interest in
regulatory design, professional
standards and Professional
Standards Legislation.

ARC Linkage Project

During 2015—16 substantial
progress was made on the three
year Australian Research Council
Linkage Grant project ‘Professions
in the 21st Century: Regulatory
Engagement, Design and Strategy’
led by the University of NSW in
partnership with the Professional
Standards Councils. This three-
year project commenced in

March 2015, and the Councils
reviewed the project’s progress
against budget and schedule in
December 2015.

The Australian Research Council
(ARC) is funding the project to
the amount of $520,070 over
three years. The Professional
Standards Councils contributed
$100,000 during 2015-16 and are
contributing a total of $300,000
over the duration of the project.

The University of NSW is the
principal administering organisation
for the grant. The other partner
organisations for the project are
the University of Technology
Sydney, Griffith University, Harvard
University, University College
Dublin, University of Leeds, and
industry partners Allens, Corrs
Chambers Westgarth, and the
Investment Industry Association

of Canada.

The project investigates the
challenges faced by professionals
in the 21st century, and evaluates
different mechanisms for
professional regulation. The
significance of the project is

that it considers professional
regulation from both a theoretical
and practical perspective, and
will utilise research to develop
practical resources for professional
associations and professionals.

During 2015-16 a project workshop

and a public symposium were
held and research papers were
delivered on the following topics:

> Mapping models of professional
regulation across the globe

> Professions in the
twenty-first century

> The Exam as Panacea

> Professional Indemnity Insurance

as a regulatory mechanism
for professions.

The research will produce a
body of evidence on professional
regulation, professional obligation
and Professional Standards
Legislation that can be used fo<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>