
EXTERNAL EXAMINER’S REPORT 2020

UPDATE FOR EXTERNAL EXAMINERS

The legislation

1. The operative legislation for the year ending 31 March 2020 is the Legal Profession Uniform
Law (NSW) 2014 and Legal Profession Uniform General Rules 2015 which commenced on
1 July 2015. The Legal Profession Uniform Law Application Act 2014 (NSW) and Legal
Profession Uniform Law Application Regulation 2015 (NSW) is also applicable in regard to
the requirement to maintain a statutory deposit and the calculation of the amount to be held
on deposit.

2. The due date for completed reports to be submitted online is 31 May 2020.

Results of processing 2019 External Examiner’s Reports

3. The following table discloses the amount of money under the control of law practices in
New South Wales reported as at 31 March 2019:

Type of Trust Money 31 03 2019 # of
A/cs

31 03 2018 # of
A/cs

General Trust Money 3,289,631,787 207,158 3,259,284,440 140,128

Controlled Money 3,527,653,423 23,727 5,985,948,076 33,559

Money subject of a power 96,880,201 300 394,949,005 699

Investment of Trust Money 268,764,511 622 175,825,726 509

Total: 7,182,929,922 9,816,007,248

4. There were 3,679 External Examiners’ Reports received for year ended 31 March 2019 of
which 3,153 were unqualified and 436 qualified. 90 Reports were adverse. A qualified
report has a negative response in the external examiner’s opinion or a qualified/adverse
comment in paragraph 2 or 7 of the report.

5. There were a number of qualified reports received due to the Authorised ADI’s failure to
provide paid cheques. Please refer to the Instructions to External Examiners document in
regard to the sighting of paid cheques which has been published on the Law Society website.

6. There were 1,174 External Examiner’s Reports received which recorded a breach of the
Regulation and 2,505 reports received which disclosed no breaches.

http://www.legislation.nsw.gov.au/maintop/view/inforce/act+16+2014+cd+0+N
http://www.legislation.nsw.gov.au/sessionalview/sessional/sr/2015-330.pdf
http://www.legislation.nsw.gov.au/sessionalview/sessional/sr/2015-330.pdf


7. A very common matter noted during the 2019 review process was the number law practices
reported as carrying adjusting items in the bank reconciliation for extended periods of time.
External Examiners are requested to review this issue and if there are extended delays in
rectifying the issue to draw it to the attention of the Trust Accounts Department by making a
note in Paragraph 7 of the External Examiner’s Report.

8. Another breach that was commonly noted related to the requirement to produce a trial
balance and bank reconciliation within 15 working days after the end of the month. External
Examiners are encouraged to record the extent and frequency of the breach to enable
adequate review by the Trust Accounts Department.

9. The following table illustrates the Trust Accounts Department’s actions in relation to the
reports received which included breaches of the legislation and/or brought other matters to
the attention of the Law Society of New South Wales:

Category/Actions Taken Number of Reports
2019 2018

Noted – No Further Action 1,385 1,363
Correspondence Issued – Reply Not Required 225 204
Correspondence Issued – Reply Requested 57 19
Scheduled for Investigation 59 100
Breaches referred to Investigator (routine investigation already scheduled for an
Investigator)

45 45

Letter to Examiner requesting clarification regarding the breaches reported 7 12
Combination of above 14 30

2020 Forms

10. Law Practice Confirmation and Statement of Trust Money

The data captured by the Law Practice Confirmation and Statement of Trust Money and
External Examiner’s Report are uniform between New South Wales and Victoria.

 Part A – Law Practice Confirmation.

References to the PEXA Settlement Scheme have been replaced by Electronic
Lodgement Network Operator (‘ELNO’) Scheme.

 Part B – Law Practice Statement of Trust Money.

There are multiple minor text changes to the Statement of Trust Money for uniformity
purposes. These do not change the structure of the form.

The Trust Ledger Deficiency Report and General Trust AADI Account Overdrawn Report
have both previously contained one question. This has now been split into two questions
in both sections.



 External Examiner’s Report

There are multiple minor text changes to the External Examiner’s Report for uniformity
purposes. These do not change the structure of the form.
Question 5 of the External Examiner’s Report has been re-designed to align with the
Approved National Form. It now contains seven questions and two tables relating to
deficiencies of Trust Money.

 External Examiner’s Checklist

A Checklist is available to guide Examiners through their examination of the various forms
of trust records maintained by the law practice and to assist in the assessment of
compliance with the Legal Profession Uniform General Rules 2015. The Checklist is
available at the Law Society website.

The use of the Checklist is not mandatory, however Examiners who do not use the
Checklist are required to retain appropriate work papers that evidence the compliance
review.

Examiners will note that the checklist records some breaches with an “-“ at the end of the
breach followed by a number. This has been introduced for rules with more than one
requirement for the record. It now allows the Examiner to report only that piece of
information that is not recorded in the required record.

Administration

11. The 2020 Law Practice Confirmation and Statement of Trust Money and External
Examiner’s Report are required to be submitted online via the Law Society of New South
Wales website. Emails are sent to external examiners and law practices explaining the
process.

Other Matters

12. The Trust Accounts Department received numerous telephone enquiries regarding the
requirement for the Examiner to report on dormant trust ledger balances held in the
general trust accounts. A dormant trust ledger balance is defined as a trust ledger account
whereby the relevant matter had been completed and there is a balance in the ledger
account with no movement in the past 12 months after the completion of the matter.

13. The Examiner is required to review the list of dormant balances (if any) and determine
whether the law practice has taken steps to review and eliminate the balances. If the
Examiner is not satisfied or concerned with the law practice’s procedures, the matter
should be noted in paragraph 7 of the External Examiner’s Report.

14. The same applies for the review of overdrawn trust ledgers. The Examiner is only required
to comment on overdrawn trust ledgers if the Examiner considers (1) that the overdrawn
trust ledgers have not been rectified in a timely manner or (2) that the overdrawn trust
ledgers represents a major breakdown in the accounting for trust money or (3) the law
practice has benefited without reasonable excuse.



15. The overdrawn trust ledgers and dormant balance listings which are supplied to the
Examiner by the law practice are not required to be submitted to the Trust Accounts
Department.

Jim Sofiak
Chief Trust Account Investigator


