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Executive Summary 
This Compliance Plan (‘Plan’) demonstrates how the Trustees of the Master Builders Fidelity 
Fund (‘the Fund’) will ensure ongoing compliance with the Building Act 2004, associated 
regulations, prudential standards and the Trust Deed. It establishes the Fund’s governance 
framework, risk management processes and reporting obligations, ensuring financial stability 
and regulatory adherence. 

Authority 
BUILDING (PRUDENTIAL STANDARDS) DETERMINATION 2005  

Divisions 6.4 and 6.5 of the Building Act 2004 (the Act) establish a fidelity fund scheme for 
consumer protection. Section 103 of the Act empowers the Minister to set prudential standards 
for the scheme. Building (Prudential Standards) Determination 2005 imposes Trustee 
obligations relating to: liability calculations; capital adequacy; investment rules; financial 
management; trustee eligibility; auditor and actuary duties; risk management; reporting 
obligations to the government; and compliance and contingency planning. 

EXPLANATORY STATEMENT TO THE PRUDENTIAL STANDARDS 

“A compliance plan must be prepared, that specifies how the approved scheme is to 
operate. The plan must show how the trustees will ensure compliance with the Act and 
any conditions of approval specified under section 100 of the Act.  A risk management 
strategy and reporting strategy must be included, which also specifies who is responsible 
for monitoring each identified risk. Any amendment to the plan must be provided to the 
Minister within 14 days of the trustees approving the amendment. 

Compliance of the approved scheme with the plan must be monitored at least every three 
months. Any breach of the plan which is considered by the trustees to have a material 
adverse effect must be notified immediately to the Minister in writing.  The assessment of 
the adequacy of the plan, and any breaches of the plan, must be included in the annual 
report to the Minister.” 

The trustees must assess whether the compliance plan is adequate for the purposes of the 
approved scheme and report that assessment, and any breaches of the compliance plan that 
the trustees are aware of, to the Minister at the end of each financial year (Clause 55(e)).  If the 
compliance plan is amended, the trustees must provide the Minister with a copy of the new 
compliance plan within 14 days of its approval by the trustees (Clause 49). 

 
  

Scope of Plan 
The compliance plan (‘the Plan’) outlines the measures trustees must apply in managing an 
approved scheme. Key responsibilities include: 

• Compliance Assurance: Ensuring adherence to the Building Act 2004 (the Building Act), 
related regulations and any conditions of approval under section 100. 



 

 

• Risk Management: Identifying, understanding, addressing, and monitoring financial and 
non-financial risks, including balance sheet, market, credit, operational and reputational 
risks. 

• Breach Reporting: Detecting and rectifying compliance breaches, with immediate written 
notification to the Minister if a material adverse effect is expected. 

• Risk Oversight: Assigning responsibility for monitoring each risk and reviewing the 
scheme’s compliance at least quarterly. 

• Regular Monitoring and Oversight of the Plan: Assessing the adequacy of the compliance 
plan itself; ensuring compliance with the plan; and reporting findings, including breaches, to 
the Minister. 

• Plan Amendments: Submitting any updated compliance plan to the Minister within 14 days 
of trustee approval. 

These measures ensure the scheme operates within regulatory requirements while maintaining 
financial and operational integrity. 

Relevant Laws & Regulations  
The following laws and regulations are included in the scope of this plan: 

• Building Act 2004 
• Building (General) Regulation 2008 
• Building (Prudential Standards) Determination 2005 
• Building (Master Builders Fidelity Fund Assets) Determination 2009 
• The approved Trust Deed 

Key Trustee Responsibilities & Duties 
Building (Prudential Standards) Determination 2005 requires that Trustees must: 

• Formulate, adopt and give effect to a compliance plan (Cl 45) 
• Review compliance with the plan at least quarterly (Cl 46) 
• Immediately notify the Minister in writing of material breaches (Cl 47) 
• Annually assess and report on the plan's adequacy and any breaches (Cl 48) 
• Provide the Minister with updated plans within 14 days of trustee approval (Cl 49) 

Other Key Duties 

• Ensure compliance with the investment strategy 
• Prevent insolvent trading 

Key Trustee Responsibilities 

• Monitor significant Fund asset transactions 
• Understand applicable legal and regulatory frameworks 
• Review management reports and financial statements 
• Review compliance matters at meetings 





 

 

Plan Governance 

Trustees' Responsibilities & Duties 
• Ensure ongoing legal compliance of the Plan 
• Address breaches and follow up on recommendations 
• Monitor significant Fund asset transactions 
• Prevent insolvent trading 
• Ensure Fund actions comply with the Trust Deed 
• Review compliance matters at meetings 

Management Responsibilities (MBACT) 
The MBACT manages the Fund. Compliance oversight is delegated to the CEO. Key MBACT 
responsibilities: 

• Implementing internal systems and monitoring compliance 
• Reporting compliance matters to Trustees and the Minister 
• Ensuring adherence to Trustees' resolutions and decisions 
• Promoting a compliance culture 
• Stay up to date with regulatory changes 
• Update the Plan and notify relevant stakeholders of changes 
• Ensure compliance procedures are documented, understood and followed. 
• Monitoring and reporting compliance breaches 
• Amending and lodging the Plan based on Trustees’ recommendations 

Trustee Meetings 
Trustees must review compliance matters in every meeting. The compliance agenda includes: 

• Reports from management 
• Compliance breaches and corrective actions 
• Amendments to the Plan, Contingency Plan or regulatory frameworks 

Plan Oversight 
The Trustees review this plan at least quarterly to ensure the plan remains current and aligned 
with legislative and operational needs. The Trustees amend the compliance plan as necessary 
and as circumstances change (amendments are ratified in Trustee meeting minutes) and 
amended plans must be provided to the Minister within 14 days of Trustee approval.  

The management team (MBACT) report material procedural breaches as and when they occur. 
In addition, external oversight of key aspects of the Fund’s compliance activities occurs from 
two (2) distinct, independent professional services providers: 

External Auditor 

• Annual audit of financial statements 
• Confirmation of Fund's capital adequacy 



 

 

• Certification of financial position accuracy 
• Other matters as determined by the Minister 

Actuarial Review 

• Annual assessment of Fund solvency 
• Valuation of Fund liabilities 
• Determination of contribution adequacy 

Risk and Materiality 
The Materiality and Risk Assessment framework described below ensures that compliance 
breaches are evaluated based on their potential impact on the Fund's financial stability, 
operational integrity, and reputation. Trustees and management must catergorise risks 
appropriately and take necessary action when material breaches occur. 

Risk Categorisation 
Risks (and related breaches) are categorised into three levels based on their potential impact.  

High Risk: A breach that significantly affects the solvency, compliance status or regulatory 
approval of the Fund and is therefore considered “material”. Examples include insolvency, 
mismanagement of funds, or breaches that may result in regulatory penalties. Immediate 
corrective action is required for breaches of high-risk requirements, with immediate notification 
required to the Minister and relevant stakeholders. 

Medium Risk: A breach that could cause moderate financial, operational, or reputational harm 
but does not immediately threaten the Fund’s ability to operate. Examples include non-
compliance with reporting requirements, investment guideline deviations, or minor regulatory 
issues. Corrective action should be implemented within a short time frame, with monitoring by 
management.  

Low Risk: A breach that has a minimal impact on Fund operations and does not pose significant 
financial or reputational harm. Examples include minor administrative errors or late filings that 
do not result in penalties. These issues should be rectified as part of ongoing compliance 
monitoring.  

Materiality Assessment 
Material breaches must be immediately notified to the Minister in writing. Our assessment of 
whether a breach is material considers: 

Financial Impact: 

• Quantification of potential financial loss or liability 
• Whether the breach affects the Fund’s ability to meet obligations 
• The monetary value of the breach 

Regulatory Compliance: 

• Whether the breach risks the Fund’s approved status or leads to regulatory penalties 
• If the breach violates Prudential Standards or statutory obligations 



 

 

• Reporting obligations triggered by the breach 
Operational Impact: 

• Disruptions to Fund operations, including risk to service delivery and internal processes 
• Required procedural changes to mitigate recurrence 

Reputational Risk: 

• Potential damage to the Fund’s reputation among stakeholders, including regulators, 
builders and certificate holders 

• Impact on public trust and confidence in the Fund 
Material Breach Reporting 

If a breach is deemed material, the following reporting requirements apply: 

• Immediate notification to the Minister in writing, specifying: 
ο Nature of the breach 
ο Potential impact on the Fund 
ο Planned or implemented corrective actions 

• Regular monitoring and follow-up at Trustee meetings to ensure corrective actions are 
effective 

• Annual Reporting: 
ο All breaches, including material ones, must be reported to the Minister within 60 

days of the financial year end. 
ο The Fund must outline actions taken to prevent recurrence. 

This framework provides a systematic approach to identifying, assessing, and resolving risks, 
safeguarding the Fund’s financial stability, operational efficiency, and regulatory compliance. 

Compliance Register 
We have developed a detailed Compliance Register (‘Register’) that includes specific 
procedures and risk assessments that address and references the Fund’s compliance 
requirements. The Register establishes a risk management and reporting approach and also 
specifies who is responsible for monitoring each identified risk. It includes clear steps for 
maintaining regulatory compliance, financial stability and effective oversight of Fund 
compliance and covers the following areas: 

• Oversight and Reporting: Provides a documented record of compliance actions to support 
governance oversight 

• Assigning Responsibilities: Designates specific individuals or teams responsible for each 
compliance task. 

• Monitoring Internal Compliance: Schedules for internal reviews, training and policy 
updates. 

• Ensuring Consistency: Helps maintain continuous adherence to compliance 
requirements, reducing the risk of breaches. 

• Risk Assessment: Clearly identify risks and their management. 
The Compliance Program is detailed in Appendix 1 and organized according to the applicable 
laws and regulations, including: 



 

 

• Building Act 2004 
• Building (General) Regulation 2008 
• Building (Prudential Standards) Determination 2005 
• Building (Master Builders Fidelity Fund Assets) Determination 2009 
• Approved Trust Deed 

Compliance Calendar 
A compliance calendar is a structured schedule that outlines key compliance obligations, 
deadlines and reporting requirements for an organisation. It is a proactive tool to ensure 
regulatory, legal and internal compliance tasks are completed on time. We have developed a 
compliance calendar (see Appendix 2) that is to be used for tracking regulatory deadlines 
including submission dates for reports, audits, notifications, filings and other disclosures. 

Appendix 1 – Compliance Program 
See Compliance Register  

Appendix 2 – Compliance Calendar 
See Compliance Register  

Appendix 3 – Trust Deed Compliance  
Trustees of the Fund have established robust compliance procedures to ensure adherence to 
the trust deed and fiduciary duties including: 

1. Governance and Oversight 
• Regular Trustee Meetings – Documented meetings to review trust administration, 

investments, and compliance matters. 
• Conflicts of Interest – Maintain a register and require trustees to disclose conflicts at 

every meeting. 

2. Adherence to the Trust Deed 
• Periodic Legal Review – Engage legal counsel to review the trust deed and ensure 

operations comply. 

3. Financial Compliance 
• Independent Audit & Actuarial Reporting – Engage external auditors and independent 

actuary to verify financial statements, compliance and reserves. 
• Budgeting & Expenditure Controls – Approve budgets and ensure all expenditures align 

with the trust’s purpose. 
• Investment Policy Statement (IPS) – Define investment objectives, risk tolerance, and 

ensure compliance with the trust deed. 



 

 

4. Beneficiary Management 
• Eligibility Verification – Implement procedures to confirm beneficiaries' eligibility under 

the trust deed. 
• Transparent Claims Payment Process – Ensure a documented and compliant process 

for claim payments. 
• Complaints & Dispute Resolution Mechanism – Establish a formal process for 

handling beneficiary concerns. 

5. Risk Management & Compliance Monitoring 
• Risk Register – Maintain and regularly update a register of risks associated with trust 

administration. 
• Regulatory Compliance Register – Ensure compliance laws and regulations. 

6. Record-Keeping & Reporting 
• Document Retention– Maintain records of trustee decisions, meeting minutes, 

financial transactions, and correspondence. 
• Regular Compliance Reports – Trustees review and sign off on regular reports outlining 

compliance with legal and trust deed requirements. 
• Regulatory Filings – Ensure all required reports (e.g., financial and actuary reports) are 

submitted on time. 
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Executive Summary 
This plan demonstrates how the Trustees of the Master Builders Fidelity Fund (the Fund) will 
address major administrative difficulties caused by disasters, accidents, crimes, systems 
failures, or other unforeseen events beyond their control. The goal is to ensure continuous 
operation of the Fund with minimal disruption and loss. The Trustees will establish necessary 
procedures to implement and monitor the plan (see Appendices) and the plan will be regularly 
reviewed and updated as needed. 

Authority 
BUILDING (PRUDENTIAL STANDARDS) DETERMINATION 2005  

Divisions 6.4 and 6.5 of the Building Act 2004 (the Act) establish a fidelity fund scheme for 
consumer protection. Section 103 of the Act empowers the Minister to set prudential standards 
for the scheme. Building (Prudential Standards) Determination 2005 imposes Trustee 
obligations relating to: liability calculations; capital adequacy; investment rules; financial 
management; trustee eligibility; auditor and actuary duties; risk management; reporting 
obligations to the government; and compliance and contingency planning. 

EXPLANATORY STATEMENT TO THE PRUDENTIAL STANDARDS 

“A contingency plan must be prepared that specifies how any unforseen administrative 
difficulty caused by any event beyond the trustees’ control would be managed.  This could 
include a disaster, crime or systems failure.  The plan must include arrangements to keep 
duplicate records on and off-site, availability of administrative and human resources, the 
role of service providers and the availability of financial resources to fund rectification 
work.  The Minister may also determine in writing, other matters that must be included in 
the contingency plan.  The Minister’s determination is a disallowable instrument. 

It is the responsibility of the trustees to ensure the necessary structures are in place to 
give effect to the contingency plan.  If the contingency plan is activated, the trustees must 
advise the Minister in writing.  Any changes to the contingency plan must be provided to 
the Minister within 14 days of the approval of the change.” 

The trustees must amend the contingency plan as necessary and as circumstances change. If 
the contingency plan is amended, the trustees must provide the Minister with a copy of the new 
contingency plan within 14 days of its approval by the trustees (para 54 of the Prudential 
Standards). 
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• Indemnity policy protecting against legal action related to Trustees or staff actions 

Financial Management 
The Trustees ensure adequate financial resources through the engagement of an approved 
actuary and regular reports to Government (at least every six months) on the adequacy of 
applicant contributions and fund solvency. The Fund also provides reports to the Minister (as 
required) and financial reporting by MBA ACT to Trustees at each Trustee meeting. 

Plan Compliance, Relevance and Oversight 

Reviewing the Plan  
The Trustees review this plan at least annually to ensure the plan remains current and aligned 
with legislative and operational needs. The Trustees amend the contingency plan as necessary 
and as circumstances change (amendments are ratified in Trustee meeting minutes) and 
amended plans must be provided to the Minister within 14 days of Trustee approval 

Compliance Monitoring 
The Trustees monitor compliance with this plan through: 

• Regular contingency plan reviews and updates 
• Management team reporting of material procedural breaches 
• External auditor reporting of compliance and related issues 

External Audit 
The Fund must appoint an independent auditor each year. The auditor must be approved by the 
Australian Prudential Regulation Authority (APRA) under section 46 of the Insurance Act 1973 
(Cth) as a person who may audit the accounts of entities carrying on insurance business (even 
though the Fund is not considered an insurance business). This auditor must perform an audit 
of the Fund annually. RSM has been the external auditor since the Fund’s inception in 2002.  

The auditor’s report (including the management letter of audit findings) is tabled at a Trustee’s 
meeting. Audit findings and recommendations are reviewed and actioned, including adapting 
this plan if required.
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INDEPENDENT AUDITOR’S REPORT 

TO THE MEMBERS OF 

MASTER BUILDERS FIDELITY FUND 

Opinion

We have audited the financial report of Master Builders Fidelity Fund, which comprises the statement of financial 
position as at 30 June 2020, the statement of comprehensive income, the statement of changes in equity and the 
statement of cash flows for the year then ended, and notes to the financial statements, including a summary of 
significant accounting policies, and the trustees’ declaration.  

In our opinion the accompanying financial report presents fairly, in all material respects, the financial position of 
Master Builders Fidelity Fund as at 30 June 2020, and its financial performance and its cash flows for the year 
then ended in accordance with Australian Accounting Standards and the Building (Prudential Standards) 
Determination 2002. 

Basis for Opinion
We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under those 
standards are further described in the Auditor's Responsibilities for the Audit of the Financial Report section of 
our report. We are independent of Master Builders Fidelity Fund in accordance with the ethical requirements of 
the Accounting Professional and Ethical Standards Board's APES 110 Code of Ethics for Professional 
Accountants (the Code) that are relevant to our audit of the financial report in Australia. We have also fulfilled our 
other ethical responsibilities in accordance with the Code.  

Responsibilities of Trustees for the Financial Report
The Trustees of the fund are responsible for the preparation and fair presentation of the financial report in 
accordance with Australian Accounting Standards, and for such internal control as the trustees determine is 
necessary to enable the preparation of the financial report that is free from material misstatement, whether due 
to fraud or error.  

In preparing the financial report, the trustees are responsible for assessing Master Builders Fidelity Fund’s ability 
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 
concern basis of accounting unless the trustees either intend to liquidate Master Builders Fidelity Fund or to cease 
operations, or has no realistic alternative but to do so.  

The trustees of the fund are responsible for overseeing the Entity's financial reporting process. 



Auditor's Responsibilities for the Audit of the Financial Report
Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free from 
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance 
with the Australian Auditing Standards will always detect a material misstatement when it exists. Misstatements 
can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably 
be expected to influence the economic decisions of users taken on the basis of this financial report.  

A further description of our responsibilities for the audit of the financial report is located at the Auditing and 
Assurance Standards Board website at: http://www.auasb.gov.au/auditors_responsibilities/ar4.pdf. This 
description forms part of our auditor's report.  

RSM Australia Pty Ltd 

Canberra, Australian Capital Territory 
Dated: 15 December 2020 Director 
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AUDITOR’S INDEPENDENCE DECLARATION 

As lead auditor for the audit of the financial report of Master Builders Fidelity Fund for the year ended 30 June 
2020, I declare that, to the best of my knowledge and belief, there have been no contraventions of any applicable 
code of professional conduct in relation to the audit. 

RSM AUSTRALIA PTY LTD 

Canberra, Australian Capital Territory  
Dated: 15 December 2020 Director 




