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NOTICE OF DECISION 

Cameron Arthur BRADLEY 
 
Corporations Act 2001 (Cth) SECTION 1296(1)  
 
Following a Hearing held pursuant to section 1294 of the Corporations Act 2001 (Cth) 
(Corporations Act) on 17, 18 and 19 December 2025 and a Sanctions Hearing held on 
12 August 2026, a Panel of the Companies Auditors Disciplinary Board (the Board) decided 
that it was satisfied, on an Application by the Australian Securities and Investments 
Commission that Cameron Arthur Bradley, a registered auditor, had failed to carry out or 
perform adequately and properly the duties of an auditor, for the purposes of s 1292(1)(d) 
of the Corporations Act and on 10 September 2026, decided to exercise its powers under 
section 1292 of the Corporations Act by making the following orders:  
 

1. Pursuant to s 1292(1) of the Corporations Act 2001 the registration of Mr Cameron 
Arthur Bradley with auditor registration number 000311497, as a company auditor 
be suspended for a period commencing on the date which is two business days 
after the date on which Mr Bradley is provided with a notice of the decision pursuant 
to sub-section 1296(1)(a) of the Act and ending on 30 June 2028. 

2. Cameron Arthur Bradley is reprimanded, pursuant to s 1292(9)(a) of the Act, in 
relation to the audits for which he was Lead Auditor, conducted by the firm PKF 
Brisbane Audit of the financial reports of three registered managed investment 
schemes for the financial reporting period ending 30 June 2023, namely: 

(a) Global Diversified Alpha Fund; 

(b) Global All-Seasons Fund; and 

(c) Global Multi-Strategy Fund,  

in so far as he failed, notwithstanding having been a registered company auditor 
for a period of 16 years at the time, to carry out or perform adequately or properly 
the duties of an auditor in relation to the audits, including failing to ensure that PKF 
Brisbane Audit carried out the audits in accordance with the Australian Auditing 
Standards, including by failing to: 

(d) Display and exercise professional scepticism and professional 
judgment, 

(e) Perform appropriate audit procedures for the purposes of obtaining 
sufficient appropriate audit evidence,  

(f) Obtain sufficient appropriate audit evidence, 

(g) Prepare sufficient audit documentation for the audits as required by the 
Australian Auditing Standards. 

3. Pursuant to sub-section 1292(9)(b) of the Act, we require that Mr Bradley give an 
undertaking to engage in the conduct set out in paragraphs 1 to 10 of the 
Undertaking set out in Schedule A to the Notice of Decision and Reasons, by signing 
a copy of an undertaking in that form, and sending a signed copy by email to the 
Applicant and to the Companies Auditors Disciplinary Board at 
registrar@cadb.gov.au on or before the expiry of two business days from the date 
upon which Mr Bradley is provided with a notice of the decision pursuant to sub-
section 1296(1)(a) of the Act.  

mailto:registrar@cadb.gov.au
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Dated: 10 September 2026  
Kathy Vaiano  
Principal Registrar 
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REASONS FOR DECISION 

PART A. INTRODUCTION 

Preliminary 

1. These are the Reasons for Decision of the Panel of the Companies Auditors 
Disciplinary Board (the Board or CADB) in relation to an Application made to the 
Board by the Australian Securities and Investments Commission (ASIC) on 25 June 
2025 (Application) that the Respondent, Mr Cameron Arthur BRADLEY (Mr 
Bradley) be dealt with under s 1292(1)(d) of the Corporations Act 2001 (Cth) (the 
Act, or Corporations Act). 

2. The Respondent, Cameron Arthur Bradley, is a registered company auditor.   

3. By its Application, ASIC contends there is a basis for a state of satisfaction by the 
Board that the Respondent: 

(a) Has failed to carry out or perform adequately and properly the duties of an 
auditor in the sense contemplated by s 1292(1)(d)(i) of the Act; and/or 

(b) Is otherwise not a fit and proper person to remain registered as an auditor in 
the sense contemplated by s 1292(1)(d) of the Act. 

4. ASIC contends that if the Board is so satisfied, the Board should exercise its powers 
under s 1292(1) to cancel or suspend for a period of time the Respondent’s 
registration as an auditor.  

5. The Application concerns audits conducted by the firm PKF Brisbane Audit (formerly 
PKF Hacketts Audit) (PKF) of the financial reports of three registered managed 
investment schemes for the financial reporting period ending 30 June 2023. The 
schemes the subject of the audits were:  

(a) Global Diversified Alpha Fund (GDAF); 

(b) Global All-Seasons Fund (GASF); and 

(c) Global Multi-Strategy Fund (GMSF).  

6. Mr Bradley (who has been registered as an auditor since 2 May 2007 (Registered 
Auditor #000311497)) was “lead auditor” for the purposes of the audits within the 
meaning of that term in s 324AF of the Act1.  

7. By virtue of his position as lead auditor, the Respondent was, by force of s 307A(2) 
of the Act, under an obligation to ensure the audits were conducted in accordance 
with Auditing Standards made pursuant to s 336 of the Act. 

 
1 This is evidenced by, first, representations made by the Respondent during an examination by ASIC on 5 

December 2024 that he was the ‘audit partner’ (F61.0005.0002.0001 – page ending .0007 lines 8 to 16) 

and, second, the fact that the Respondent’s signature appears on the relevant audit reports. It was also 

admitted by the Respondent (see paragraph 9 of the Respondent’s Outline of Opening Submissions 

(ROOS)).  
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8. ASIC contends that the audits were not conducted in accordance with the Auditing 
Standards in a number of respects including: 

(a) By failing to design and perform audit procedures that were appropriate in 
the circumstances for the purpose of obtaining sufficient appropriate audit 
evidence (ASA 500 para 6)2; 

(b) By failing to obtain or attempt to obtain sufficient appropriate audit evidence 
(ASA 330 para 27)3; 

(c) By failing to properly assess whether evidence obtained met the threshold of 
sufficient appropriate audit evidence (ASA 500 paras [7] and [9])4; 

(d) By failing to use sufficient appropriate audit evidence in purportedly forming 
“reasonable assurance” that the financial reports were free from material 
misstatement (ASA 200, paras 11 and 17)5; 

(e) By failing to display professional scepticism and judgment (ASA 200 paras 
11 and 17)6; 

(f) By failing to prepare audit documentation (ASA 230 para 8; ASA 330 para 
28)7; 

(g) By failing to take adequate responsibility for the overall quality, direction, 
supervision and review of the audits (ASA 220 paragraphs [8], [15] and [17])8; 
and 

(h) By failing to appropriately qualify the opinion to account for the absence of 
sufficient appropriate audit evidence (ASA 330 paras 26-27; ASA 700 para 
17; ASA 705 paras 6-9)9. 

9. The focus of ASIC’s contentions concerns PKF’s statement in the audit reports 
(signed by Mr Bradley) that the financial reports for the Schemes had been prepared 
in accordance with the Corporations Act and that they gave a true and fair view of 
the Scheme’s financial position at 30 June 2023. ASIC contended (and it was not in 
dispute) that PKF was obliged by the Auditing Standards to obtain reasonable 
assurance about whether these financial statements as a whole were free from 
material misstatement whether due to fraud or error and that in order to obtain such 
reasonable assurance, PKF was required to obtain sufficient appropriate audit 
evidence to reduce audit risk to an acceptably low level and thereby enable it to 
draw reasonable conclusions on which to base its opinion. 

10. ASIC contended, that PKF’s purported reasonable assurance that the financial 
statements were free from material misstatement lacked evidentiary foundation. 

11. The Schemes’ financial reports for FY23 disclosed, amongst other things, that the 
total value of assets held by the Funds were: 

 
2 ASIC’s Amended Concise Outline, (ACO) para 27(e). 
3 ACO para 27(c). 
4 ACO para 27(d). 
5 ACO para 27(b). 
6 ACO para 27(a). 
7 ACO para 27(g). 
8 ACO para 27(f) 
9 ACO para 27(h) 
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(a) $23,154,927 for GASF;  

(b) $108,448,469 for GDAF; and  

(c) $19,736,263 for GMSF. 

12. The responsible entity for each of the Schemes was a company known as Australian 
Fiduciaries Limited, which had three directors, one of which was a Mr Lee Rushton.  
(Mr Lee Rushton features in most if not all of the relevant entities involved in the 
Schemes’ operations). 

13. More than 90% of the Schemes’ assets were invested in unregistered schemes 
(Mutual Funds) whose trustee was also Australian Fiduciaries Limited. ASIC 
contended that in these circumstances, strong probative evidence was necessary 
to establish a state of reasonable assurance as to the accuracy of the valuation of 
the Mutual Fund investments and it was necessary to interrogate the assumptions 
underlying the values produced on behalf of the Schemes and Mutual Funds. 

14. ASIC contended that in purporting to obtain sufficient appropriate audit evidence to 
support the value of the Schemes’ investments in the Mutual Funds, PKF relied 
upon, in some cases one and in other cases both of: 

(a) Representations by Australian Fiduciaries Limited about the value of the 
Mutual Funds’ assets, unsupported by external evidence (Category A 
evidence); and   

(b) Representations made by insurers in certificates of currency as to the insured 
value of assets underlying the Mutual Funds (Category B evidence). 

15. As to the Category A evidence, ASIC asserted that this was no more than bare 
assertions by the controlling entity of the Mutual Funds, and the risk of reliance on 
this evidence was heightened by the close governance relationship between the 
Schemes and the Mutual Funds. ASIC asserted that, in effect, PKF was assessing 
the accuracy of bare assertions by the controlling entity by reference to other bare 
assertions by that same entity. 

16. As to the Category B evidence, ASIC contended that the insured value of a property 
was not a sufficiently reliable indicator of actual market value.  

17. Ultimately, ASIC contended that neither the Category A nor B evidence, 
cumulatively or independently, constituted sufficient appropriate audit evidence10 
and that Mr Bradley failed to ensure that the audits were conducted in accordance 
with the Auditing Standards enumerated above, in particular, by failing to ensure 
that audit procedures that were appropriate in the circumstances for the purpose of 
obtaining sufficient appropriate audit evidence were designed and performed, failing 
to ensure that PKF obtained or attempted to obtain sufficient appropriate audit 
evidence and failing to ensure that PKF displayed professional scepticism and 
judgment. ASIC also alleges that Mr Bradley failed to ensure that PKF prepared 
sufficient audit documentation. 

 
10 Reference was also made to Category C evidence in the Applicant’s Outline of Submissions, being other evidence 
such as previous audits, audits of Compliance Plans etc, and submitted that this additional evidence did not constitute 
SAA evidence. 
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18. Mr Bradley accepted that there were failings in documentation (although the extent 
of his concession lacked clarity) but otherwise denied ASIC’s allegations.  

19. In particular, he denied that he simply relied upon values of the financial assets of 
the Mutual Funds (Loan Notes and Redeemable Cumulative Preference Shares) 
that appeared in the unaudited statements of those entities. He asserted that he 
designed and implemented audit procedures from which he obtained reasonable 
assurance that the carrying value of those assets was not materially misstated under 
Accounting Standard AASB 9. 

20. Mr Bradley contended that these audit procedures were consistent with established 
audit practice, based upon the standards, in relation to auditing the carrying value 
of financial assets that were debt instruments based on “Amortised Cost”.   

21. Central to Mr Bradley’s position is that the assets of the Schemes were units in 
Mutual Funds, that the focus of the audits was on the carrying value of the 
investments in the Mutual Funds, that the significant asset of the Mutual Funds was 
“Loan Notes”, that these were appropriately accounted for at amortised cost in 
accordance with AASB 9 and there was no evidence of impairment.  

22. He contended that he obtained and considered audit evidence as to whether there 
had been a significant increase in credit risk of the issuer of the Loan Notes as at 
the end of the Financial Year 2023, which, if identified, would have likely required 
further procedures to assess, within the meaning of AASB 9, the expected credit 
losses which may arise for the Mutual Funds in relation to the investment in the 
Loan Notes. He asserted that his professional judgment was that there was no 
evidence of a significant increase in the credit risk of the Group into which the funds 
had been invested, which would have required further audit procedures as to the 
existence and quantum of any potential expected credit losses on the Loan Notes. 

Procedural history  

23. The Board became seized of the present matter when ASIC lodged an Application 
with the Board on 25 June 2025, together with a Concise Outline (CO). 

24. On 31 July 2025 the Respondent filed and served a Concise Response (CR). 

25. On 18 August 2025 the Board Chairperson held a pre-Hearing Conference in the 
matter and made certain directions relating to the preparation of the matter. 

26. ASIC filed and served an Amended Application (AA) and Amended Concise Outline 
(ACO) on 25 August 2025. 

27. The Respondent filed and served an Amended Concise Response (ACR) on 10 
September 2025. 

28. The matter was set down for a three day hearing in Brisbane to commence on 17 
December 2025. 

29. The Chairperson selected a Panel to hear the matter consisting of Mr Howard K 
Insall SC Chairperson, Mr Brad Potter, Accounting Member, Ms Julie Williams, 
Accounting Member, Mr Michael Flynn KC, Business Member, and Ms Angela 
Pearsall, Business Member. 

30. The hearing took place as planned over the period 17, 18 and 19 December 2025.   
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31. There has been some delay to the preparation of the Panel’s Determination due to 
the intervention of the Christmas break immediately after the hearing and the fact 
that one of the Panel members, Mr Michael Flynn KC, ceased to be a member of 
the Board on 3 March 2026.  

32. Following Mr Flynn KC’s departure, the Board contacted the parties to ask them if 
they wished the remaining members of the Panel to continue to determine the 
matter, or if they wished to conduct a new hearing, as permitted by s 210A of the 
Australian Securities and Investments Commission Act 2001 (Cth) (ASIC Act).  

33. On 3 March 2026, the parties confirmed in writing that in the light of the fact that Mr 
Michael Flynn KC had ceased to be a member of the Board as from 3 March 2026, 
in accordance with s 210A(7) of the ASIC Act they agreed to the hearing and 
determination of the proceedings in the matter being completed by the Panel 
constituted by the remaining members of the Panel, namely Howard K Insall SC 
Chairperson, Brad Potter, Accounting Member, Julie Williams, Accounting Member 
and Angela Pearsall, Business Member. 

34. This matter has involved some complexity and a significant amount of detailed 
documentation, which has taken some time to analyse and address in the 
Determination. On 12 May 2026, the Panel issued its Determination. The parties 
were directed to file and serve evidence and submissions relating to Sanctions, 
Publicity and Costs. The Sanctions hearing took place on 12 August 2026. 

PART B. SUMMARY OF THE BOARD’S FINDINGS 

35. The first basis upon which the case was put was that Mr Bradley failed to carry out 
or perform adequately and properly the duties of an auditor in the sense 
contemplated by s 1292(1)(d)(i) of the Act.  We are satisfied that Mr Bradley has 
failed to carry out or perform adequately and properly the duties of an auditor in that 
sense.  

36. The basis for this finding is that we are satisfied that:    

(a) Mr Bradley did owe a relevant duty, namely, the duty to ensure that the audits 
were carried out in accordance with the Auditing Standards pursuant to s 
307A of the Corporations Act;  

(b) s 307A(2) imposes a “duty” upon a lead auditor (cf NHPT and Members of 
the Companies Auditors and Liquidators Disciplinary Board [2015] AATA 245 
at [38], [39]; Islam v ASIC [2024] ARTA 88 at [100] – [101]) and Mr Bradley 
was the “lead auditor”;  

(c) The duty under s 307A is a “duty of an auditor” (cf ASIC v Danieli at [688]-
[689]); 

(d) Mr Bradley failed to ensure that the audits were carried out in accordance 
with the requirements of the Auditing Standards because: 

i. As to Contention 1, we are satisfied that PKF failed to display 
professional scepticism and judgment as required by ASA 200 
paragraphs [15] to [16]; 

ii. As to Contention 2, we are satisfied that PKF failed to use sufficient 
appropriate audit (SAA) evidence in the formation of any purported 
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“reasonable assurance” that the financial reports were free from 
material misstatement, as required by ASA 200 paragraphs [11] 
and [17]; 

iii. As to Contention 3, we are satisfied that PKF did not obtain SAA 
evidence in relation to a relevant assertion concerning the value of 
the Schemes’ Investments, as required by ASA 330 paragraph 
[27];   

iv. As to Contention 5 we are satisfied that PKF failed to perform 
appropriate audit procedures for the purposes of obtaining SAA 
evidence, ASA 500 paragraph [6];  

v. As to Contention 7, we are satisfied that PKF and Mr Bradley failed 
to carry out the audits in accordance with the requirements of ASA 
230 paragraph [8] and ASA 330 paragraph [28]; 

vi. As to Contention 8, we are satisfied that PKF and Mr Bradley had 
not obtained SAA evidence about an account balance or 
disclosure and, in breach of ASA 330 paragraph [27], failed to 
attempt to obtain further audit evidence and as a result was unable 
to obtain SAA evidence and failed to express a qualified opinion or 
disclaim an opinion on the audit reports. 

37. We note that: 

(a) As to Contention 4 we are not satisfied that this Contention addressed the 
circumstances of the case and make no finding as to breach of ASA 500 
paragraphs [7] and [9] in this regard; and 

(b) As to Contention 6, we are not satisfied that this aspect of the case is 
established in the circumstances of the case. 

38. The second basis upon which the Application was brought was an allegation that 
Mr Bradley was not a fit and proper person based upon the ground which appears 
in s 1292(1)(d) in the following context: 

“The Board may, if it is satisfied … that .. 

(d) the [auditor] has failed, … , to carry out or perform adequately and properly:  

(i) … the duties of an auditor; [which we describe as the “first limb”]… 

… 

or is otherwise not a fit and proper person to remain registered as an auditor [which 
we described as the “second limb”]…  

by order, cancel, or suspend for a specified period, the registration of the [auditor].” 

39. The primary focus of the present Application was the first limb (failure to carry out 
or perform adequately and properly the duties of an auditor).  The authorities accept 
that a failure to carry out or perform adequately and properly the duties of an auditor 
will ordinarily equate to a lack of fitness and propriety. In these circumstances, 
having made a finding against Mr Bradley on the basis of failures to carry out or 
perform duties, we do not consider that it is appropriate to make an additional finding 
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under the second limb, that we are satisfied that Mr Bradley was “otherwise” not a 
fit and proper person. 

PART C. THE FACTS.  

Introduction 

40. In this Part, we will deal with the facts, including factual aspects of the audits. Where 
evidence has been adduced by one party and not objected to or challenged by the 
other party, we have generally accepted the evidence. Unless specifically otherwise 
stated, we find the facts which are set out below in this Part C. 

41. There are some areas of disagreement between the parties as regards the facts, for 
example in relation to the full extent of the steps performed by Mr Bradley in relation 
to the audit.  We will address contentious factual matters and areas of disagreement 
when we give consideration to the main Contentions in Parts F to K.   

General background facts 

42. As already outlined above, the Application concerns audits conducted by PKF of the 
financial reports of three registered managed investment schemes (Global 
Diversified Alpha Fund (GDAF), Global All-Seasons Fund (GASF) and Global Multi-
Strategy Fund (GMSF)) (collectively, Schemes) for the financial reporting period 
ending 30 June 2023.  

43. Mr Bradley gave some evidence of the history of the operations of the funds, and 
his involvement with the Funds prior to 2023. As Mr Bradley relied11, in response to 
the allegation that he did not seek or obtain sufficient appropriate audit evidence, 
upon the fact that he had obtained evidence from previous audits of the Funds and 
“knowledge of the business gained over several years”, we will briefly deal with pre-
2023 history below.  We note, however, that there was a significant change to the 
investment structure of the Schemes commencing in 2021, so that the relevance of 
Mr Bradley’s experience prior to 2021 is open to debate. 

The establishment of the Schemes 

44. The Schemes were established by Australian Fiduciaries Limited (AFL). That 
company was granted an Australian Financial Services Licence in 2014.  

45. At the time, two of the three directors of AFL were Mr Lee Rushton and his father 
Mr Glenn Rushton (the Rushtons). (That position persisted as at the 2023 financial 
year). 

46. As at the time of the relevant audits, it was not in dispute that the Schemes invested 
unitholders funds in a four-level investment structure made up of entities that were 
related to AFL and, that in effect, Mr Lee Rushton and/or his father Glenn controlled 
or exercised significant influence over the operations of these entities.  

GMSF 

47. GMSF was the first scheme to be registered, although it was then known as 
“Rushton Global Market Neutral Fund”. AFL became the responsible entity for the 
scheme.  

 
11 ACR par 23. 
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48. GMSF changed its name to “Global Multi-Strategy Fund” on 13 April 2023 by deed 
poll creating a Supplementary Constitution12.  

49. The constitution established a trust whereby AFL held all the property in the Scheme 
on trust for the beneficiaries, being the unitholders of the Scheme.  It cannot be a 
matter of controversy that AFL owed fiduciary duties to the unitholders, subject to 
any limitations in the constitution.  

50. In 2015, PKF was engaged by AFL to be the auditors for GMSF for the financial 
year ended 2015. Mr Bradley was appointed the lead auditor.  

51. PKF was appointed auditor and Mr Bradley the lead auditor for each of the 
subsequent audits of GMSF from 2016 to 2023. 

52. Initially, GMSF invested directly in cash, Australian equities, contracts for difference 
and total return swaps. However, in 2020 and 2021, AFL established a number of 
wholesale managed or Mutual Funds (being related entities to AFL) and GMSF 
began investing in these funds, as detailed further below. 

53. Mr Bradley gave evidence that throughout 2021, the majority of the Schemes’ 
investments (which would include GMSF’s investments) were in these Mutual Funds 
and that the “non property fund investments were immaterial in 2021”13. This 
position continued up to the time of the FY23 audits. 

54. The Product Disclosure Statement (PDS) for GMSF, apparently issued 27 May 
2021, was on the 2023 audit file.  

55. The PDS contained an introductory letter from the “Investment Manager”. The 
Investment Manager was an entity known as Global SRI Pty Ltd and the letter was 
signed by Mr Lee Rushton, “Executive Chairman and Chief Investment Officer” of 
Global SRI Pty Ltd. Thus, we note that Mr Lee Rushton was both a director of the 
responsible entity of the Scheme (one of three directors) and the executive chairman 
of the investment manager for the Scheme.  

56. The introductory letter stated  

“The Fund [ie GMSF] provides investors with a unique opportunity, as: 

• It provides access to a collection of highly intelligent investments that are operated 
by an experienced team of professionals and would be challenging to access 
elsewhere; 

• Focuses almost exclusively on active management – in a world where an 
increasing proportion of investment capital is managed passively, a lot of 
opportunities are being missed, and the Fund is well positioned to seek them out; 

• Our investments are less linked to the performance of the economic cycle than 
most ‘balanced’ or ‘diversified’ investments and our analysis shows that this is likely 
to result in the Fund weathering an economic or financial market downturn much 
better than funds which invest the vast bulk of their assets in public equity markets; 

 
12 Exhibit R2, folder GMSF 
13 Mr Bradley’s First Statement paragraph 43. 
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• We are genuinely diversified across a very broad range of assets and strategies 
and this is critical from a risk management perspective; and  

• We are actively doing good – rather than just seeking to generate strong returns, 
which is obviously important, our investments are focused on areas of the economy 
and in strategies where we can have a positive social impact, so everybody wins”. 

57. Subsequently in the PDS, the following appeared: 

“The Fund is an objective based multi-asset registered managed investment 
scheme. The Fund invests in a portfolio of assets and investment strategies  
diversified across asset classes, sources of returns (from different asset types and 
various investment strategies) and investment managers. Exposure to these 
assets and strategies can be via investment in underlying funds, or through direct 
investment into securities and assets. 
 
The diverse nature of the Fund’s investment universe and broad investment 
ranges ensures that it has the necessary flexibility to effectively allocate to and 
select those assets and strategies that, in combination, target the highest 
probability of achieving the Fund’s investment objectives in all market 
environments.  
 
The Fund considers the risk of its asset allocation within the context of the various 
phases of the economic cycle, within a framework that is  
designed to identify, understand and minimise any inherent downside risk within 
the Fund. The resulting portfolios are therefore, broadly  
diversified across a wide range of assets, strategies and risk premia, which are 
designed, constructed and monitored in the context of the  
Fund’s investment objectives.” (emphasis added) 

GDAF 

58. GDAF (originally known as “Rushton Conservative Global Market Neutral Fund 
Alpha Fund”14) was established by AFL in August 2016, initially as a wholesale 
scheme but it was registered as a managed investment scheme in October 2018, 
by which time it had changed its name to “Global SRI Ethical Alpha Fund”. 

59. PKF was appointed auditor and Mr Bradley lead auditor for this scheme for the 
financial years from 2017 to 2023. 

60. Initially, GDAF only invested in GMSF and cash.  This changed in 2020 and 2021, 
as further detailed below. 

GASF 

61. GASF (then known as “Rushton’s All Seasons Fund”) was established by AFL and 
registered as a managed investment scheme on 24 October 2018. 

62. PKF was appointed auditor and Mr Bradley lead auditor for this scheme for the 
financial years from 2019 to 2023. 

63. Initially, GASF invested in cash, Australian equities and gold, and it subsequently 
began investing in the GDAF. This changed in 2020 and 2021 as detailed below. 

 
14 Sic, see first statement of Cameron Bradley paragraph 18.  
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2021 – AFL changes investment approach to invest in AFL Mutual Funds 

64. During 2020 and 2021, AFL established a number of wholesale Mutual Funds and 
commenced placing the Schemes’ investments into these funds. These wholesale 
funds were:  

(a) The Global SRI Social Impact Fund, later renamed the Global Specialist 
Housing Fund (SHF) (established by AFL in 2020); 

(b) The Global SRI Pure Alpha Fund, later renamed the Global Pure Alpha Fund 
(PAF) (established by AFL in 2020);  

(c) The Global SRI Active Property Fund, later renamed the Global Active 
Property Fund (APF) (established by AFL in 2021);  

(d) The Global SRI Enhanced Yield Fund, later named the Global Enhanced 
Yield Fund (EYF) (established by AFL in 2021);  

(e) The Global SRI Ethical Equity Fund, later renamed the Global Equity Fund 
(EF) (established by AFL in 2021); and  

(f) The Global SRI Private Equity Fund, later renamed the Global Private Equity 
Fund (PEF) (established by AFL in 2021), 

(collectively the Mutual Funds). 

65. The trustee of these Mutual Funds was AFL. In effect, the assets of the Schemes 
(for which AFL was the responsible entity) were used to acquire units in the Mutual 
Funds (for which AFL was the trustee). AFL as trustee of the Mutual Funds then 
effectively advanced the moneys received, on an unsecured basis, to private 
companies associated with AFL (by means of “Loan Notes”) or through subscription 
to redeemable cumulative preference shares. Those related private companies then 
applied the funds to acquire interests in private trusts, which then acquired or 
developed properties to be used as disability accommodation for the purpose of 
earning income from tenants entitled to support payments under the NDIS scheme, 
or to provide loan funding to private businesses15.  The substance of the matter was 
that AFL was procuring the investment of moneys into the Schemes and effectively 
using those moneys to acquire or develop properties to be used for providing NDIS 
accommodation or lend money to related private businesses, but not doing so 
directly, but rather interposing several layers of entities between the Schemes and 
the ultimate property investments. 

66. This investment structure persisted as at the time of the audits. Thus, as at that time: 

(a) In excess of 90% of the assets of the Schemes had been invested by the 
Schemes’ responsible entity, AFL, in the acquisition of units in the 
abovenamed Mutual Funds established by AFL16; 

(b) AFL (as trustee of those Mutual Funds) invested the moneys so acquired in17:  

 
15 ACR paras 7 and 9 
16 ACO para 13 
17 ACR paras 6-9 
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i. “Loan Notes” issued by private companies or trusts associated with 
AFL directors, namely: 

1. Impact Fiduciaries Pty Ltd, as trustee for the Social Impact 
Trust, (a private trust associated with the AFL directors) 

2. Global Active Property Pty Ltd; 

3. Global Yield Investments Pty Ltd or  

ii. redeemable cumulative preference shares issued by Global 
Private Equity Pty Ltd (a private company associated with the 
directors of AFL); 

(c) Those private entities then used the moneys so received: 

i. in the case of Impact Fiduciaries Pty Ltd and Global Active 
Property Pty Ltd, to fund wholly owned special purpose vehicle 
(SPV) subsidiaries or trusts to acquire or develop property for use 
in disability accommodation; and 

ii. in the case of Global Private Equity Pty Ltd, to provide loan funding 
to private businesses.  

67. This investment structure is represented graphically by the following chart, which 
was Appendix 2 to the Respondents’ submissions: 

 

68. In these reasons, a reference to entities as Level 1 to Level 4 will be a reference to 
the levels set out in the above diagram. 

69. To elucidate the position further, we set out a paper which was included within the 
audit working papers (Ex CB-4 to Mr Bradley’s First Statement) provided to PKF by 
Mr Rushton (there are several versions of this document) explaining the structure of 
the investments, the reasons for the adoption of the structure, and examples of the 
ultimate investments: 
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“FUNDS INVESTMENT SUMMARY  

1. A client invests in the top level retail fund which you are auditing, the Global SRI 
All Seasons Fund (a registered managed investment scheme).  

2. This fund then invests in an underlying wholesale fund, the Global SRI Social 
Impact Fund.  

3. This fund invests only in two things - cash and loan notes issued by the Social 
Impact Trust, which is an underlying Hybrid Trust (you have details of all these from 
Apex). This exact structure was adopted to deal with depreciation credits.  

4. Once Social Impact Trust receives these funds it does one of only two things. It 
holds the cash (for short periods), or, buys units in underlying fixed unit trusts which 
it wholly owns as a means of pushing funds down into these underlying structures. 
Separate fixed unit trusts are used for risk mitigation and also for stamp duty 
considerations, again upon advice of the above mentioned advisors.  

5. At the level of each fixed unit trust, for example, SDA Fiduciaries Pty Ltd ATF 
SDA Property Trust, a property is purchased, developed, built and tenanted. This 
trust owns the property at 6 Gilmour Lane, Southport, which is now fully built and 
has three High Physical Support disabled tenants living in it. It is therefore registered 
as Specialist Disability Accommodation with the NDIA. I have attached the 
Certificate of Occupancy for this building. I can of course also supply further 
information in the form of plans, photos etc but this can be directly sourced from 
official government sources as well.  

6. By way of further example, SDA Fiduciaries 2 Pty Ltd ATF SDA Property Trust 2 
owns two separate lots of land at 129 and 131 Russell Street, Cleveland. Works 
have commenced on this site for 3 unit blocks which have received approval from 
the State Government as a Ministerial Infrastructure Designation. I attach the 
approvals from the Minister. Refer Schedules D03.7 to D.03.9  

7. By way of further example, SDA Fiduciaries 3 Pty Ltd ATF SDA Property Trust 3 
owns a property at 45 George Street on which a unit building is currently in very 
advanced construction. I attach a recent photograph as per D.03.6” 

70. We make some observations, at this point, about the nature of the investment 
structure into which AFL decided to place the funds it had raised from members of 
the public (and the audit working papers show that these were often self-managed 
superannuation funds).  

71. The investment structure was multi-layered, where the ultimate asset of value 
became disconnected from the initial investment through a series of interposed 
entities. At least in theory, at each level, the value of the entity’s interest was 
vulnerable because no security was provided by any entity in any other level and 
each entity may or may not incur liabilities to third parties which liabilities would, 
prima facie, rank equally with any claim which may be made in an attempt to recover 
the Schemes’ investments. Thus: 

(a) Assets of value (cash from public subscription) acquired by the Schemes 
(Level 1) were invested in Mutual Funds (Level 2) (eg the Specialist Housing 
Fund) and thereafter, the value of the Schemes’ investment (the units 
acquired) depended on the value of the Mutual Funds; 

(b) The Mutual Funds (Level 2) effectively lent the proceeds to related private 
companies acting as trustees (Level 3) (eg the trustee of the Social Impact 
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Trust). These loans were not secured in favour of the Schemes or the Mutual 
Funds so that recoverability depended upon the value of the borrowing 
trustees. There is nothing to suggest that the trustees were capitalised 
beyond the amounts received from the loans; 

(c) The trustees (Level 3) then either lent to, or acquired units (or beneficial 
interests) in SPV trusts (Level 4). The Level 4 entities provided no security in 
favour of the Schemes or the Mutual Funds or the Level 3 trustees. The value 
of the Level 3 trustees’ interest depended upon the overall value of the Level 
4 SPV trusts, including any debts incurred by the SPV trustees; and 

(d) The Level 4 trustees acquired property and/or engaged in property 
development. The properties were unencumbered so that no higher level 
entity (in particular the Schemes) had any security over the properties which 
their funds had ultimately financed. 

72. Although the entities at every level were apparently under the direct or indirect 
control of persons related to AFL (and in particular the Rushtons or entities related 
to the Rushtons), as a matter of law, the Responsible Entity for the Schemes, AFL, 
had no control over the ultimate investments (the properties). Thus, although the 
substance of the Schemes involved a Managed Investment Scheme investing in 
real property related to the NDIS scheme through an investment structure, in fact, 
the Schemes’ only investments were units in the Level 2 private funds (the Mutual 
Funds). 

Level 1 - The Schemes, their investments and their Financial Reports 

73. It was accepted by the parties that the vast majority of the Schemes’ funds were 
invested in acquiring units in the Mutual Funds as from 2020-2021.  However, there 
was little evidence before us concerning the constituent documents pursuant to 
which the units were issued, or any other matters concerning the nature of the units. 

74. It was accepted that the Schemes were required to have Compliance Plans in 
accordance with the requirements of the Corporations Act, that an audit of 
compliance with the Compliance Plans was required by s 601HG of the 
Corporations Act and that another partner of PKF Brisbane (Mr Liam Murphy) was 
appointed by AFL as the audit partner responsible for signing the audit of the 
Compliance Plans.  We note that the relevant Compliance Plan audits were signed 
by Mr Murphy on 28 September 2023. 

75. The Compliance Officer under the Compliance Plans was Mr Lee Rushton.    

76. PKF was the auditor of the financial reports of the Schemes. We have quoted, 
below, the key information recorded in those financial reports.  As already indicated, 
the vast majority of the Schemes’ assets were invested in units in the Mutual Funds. 

GDAF Financial Report 

77. The Financial Report for GDAF was signed by Mr Rushton as director of AFL on 29 
September 2023. Mr Bradley signed the audit report on behalf of PKF on the same 
day.  The Financial Report recorded, in the Statement of Financial Position as at 30 
June 2023, under “Assets”, the major assets as follows:  

“Financial assets at fair value through profit or loss [4] 107,364,949” 
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78. Note 4 recorded: 

“Financial assets at fair value through profit or loss: Unlisted unit trusts 107,013,882” 

GASF Financial Report 

79. The Financial Report for GASF was signed by Mr Rushton as director of AFL on 29 
September 2023. Mr Bradley signed the audit report on behalf of PKF on the same 
day.  The report recorded, in the Statement of Financial Position as at 30 June 2023, 
under “Assets”, the major assets as follows:   

“Financial assets at fair value through profit or loss [4] 22,576,611” 

80. Note 4 recorded:  

“Financial assets at fair value through profit or loss: Unlisted unit trusts 21,077,708” 

GMSF Financial Report 

81. The Financial Report for GMSF was signed by Mr Rushton as director of AFL on 29 
September 2023. Mr Bradley signed the audit report on behalf of PKF on the same 
day. The report recorded, in the Statement of Financial Position as at 30 June 2023, 
under “Assets”, the major assets as follows:  

“Financial assets at fair value through profit or loss [5]  19,128,679” 

82. Note 5 recorded:  

“Financial assets at fair value through profit or loss upon initial recognition … 
Unlisted unit trusts 19,128,679” 

Level 2 - The Mutual Funds, their investments and their Financial Reports 

83. PKF were not appointed auditor of the financial reports of the Mutual Funds. Indeed, 
these financial reports were unaudited. Nevertheless, we have extracted key 
information recorded in those Reports below, particularly as these Financial Reports 
were said, by ASIC to be the “Category A.1” material relied upon by PKF in the audit 
of the Schemes. 

84. As already discussed, the Mutual Funds’ assets consisted primarily of “Loan Notes” 
(or “Structured Notes”) and, in the case of Global Private Equity Fund, Redeemable 
Cumulative Preference Shares.  

85. It appears that none of the deeds poll establishing the “Loan Notes” were in 
evidence. We were certainly not referred to any such deeds poll in submissions. 
There was evidence of Loan Note Registers concerning the Mutual Funds’ Loan 
Notes as at June 2023. The evidence before us included a 2021 Loan Note Register 
in relation to the Loan Notes between AFL as trustee of the Global Active Property 
Fund (a Level 2 Mutual Fund) and Global Active Property Pty Ltd (a Level 3 entity), 
which referred to the term of the Loan Notes as expiring ten years after the date of 
the issue “or earlier in accordance with the Loan Note deed poll”18 and a register as 
at June 2023 relating to Loan Notes between AFL as trustee of the SHF (a Level 2 

 
18 Mr Bradley’s First Statement, para 88(b)(xxii), Annexure CB-9. 
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entity) and Impact Fiduciaries Pty Ltd as trustee for the Social Impact Trust (a Level 
3 entity).  

86. The working paper indexes for the audits (which, we were informed, recorded all of 
the working papers in the audits) contained no reference to copies of the deeds poll.  

87. In his Amended Concise Response (ACR), Mr Bradley contended that “The assets 
of the Mutual Funds predominantly consisted of a series of 10-year fixed 7.25% 
Loan Notes on terms set out in a Loan Note deed poll made on 23 May 2019”19.  

88. Without having seen the terms of the Loan Note deeds poll, we are unaware of 
either the specific terms of the Loan Notes or the complete picture concerning the 
length of the term of the Loan Notes or any entitlement of the Mutual Funds to call 
up the Loan Notes prior to the end of the term.  We were not taken to any audit 
working paper recording an analysis of the terms of the deeds poll.  

89. Notwithstanding this incomplete evidence, it appears undisputed that the Loan 
Notes were unsecured advances to private companies associated with related 
entities of the directors of AFL, which companies were, in some or all cases, 
operating as trustees. We note that a loan to a trustee company would not normally 
entitle the lender to recover against trust assets, although the trustee would normally 
have a right to indemnify itself against any claim by the lender out of the trust assets.  
These issues were not explored before us, but we consider that these issues added 
to the complexity of the arrangements whereby the Scheme funds were dealt with 
by AFL through a series of related entities. 

90. We consider that it is significant that the documents establishing the terms of the 
Loan Notes were not in the audit files or in evidence. This is particularly so in view 
of the way Mr Bradley put his case.  The fundamental proposition in his case was 
that the auditor was entitled, in performing the audits, to focus on the value of the 
assets of the Mutual Funds. The primary assets of the Mutual Funds were the Loan 
Notes. 

91. There was a document in evidence, described in the index as “Register and Share 
Certificate –   Issued Notes as at 30 June 2022” recording the redeemable cumulative 
preference shares issued by Global Private Equity Pty Ltd to PEF, the terms of 
which may be summarised as follows: 

(a) The issue price for each share was $1.00; 

(b) Each share had the right to “the Entitlement”, which was defined as “An 
amount of 12.5 percent of the paid-up capital of the relevant Redeemable 
Cumulative Preference Share each Financial Year (pro rata) calculated and 
payable on an annualised basis from its date of issue”; 

(c) Where the Entitlement was not declared and paid in respect of a Financial 
Year in full, an “Unpaid Amount” arises and would accumulate. However, 
interest was not payable on any Unpaid Amount; 

(d) “Unpaid Amount” was defined as “Any portion of the Entitlement which is not 
declared and paid in respect of a Financial Year”; and 

 
19 ACR para 6. 
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(e) The company was precluded from entering into any secured loan. 

The Global Specialist Housing Fund (SHF) Financial Report (a Level 2 entity) 

92. The Financial Report for SHF recorded, as by far the largest asset: 

“Financial assets at fair value through profit or loss (4) 83,183,327”. 

93. The bracketed “(4)” was a reference to Note 4 in the report, which stated: 

“NOTE 4. Financial Assets at Fair Value Through Profit or Loss  

2023                 2022  

  $                  $ 

Financial assets at fair value through profit or loss:  

Loan notes             83,183,327    51,041,901  

      83,183,327    51,041,901  

An overview of the risk exposures relating to financial assets at fair value through 
profit or loss is included in note 9.”  

94. We note, at this point, that it was a significant aspect of Mr Bradley’s case that the 
Loan Notes were not accountable in the books of the Mutual Funds “at fair value 
through profit and loss”20. 

The Global Pure Alpha Fund (PAF) Financial Report (a Level 2 entity) 

95. The Financial Report for PAF contained an almost identical entry, to that in the SHF 
Financial Report, in respect of its largest asset as follows: “Financial assets at fair 
value through profit or loss (4) 1,629,111.” 

96. Note 4 was also in almost identical terms to Note 4 in the SHF Financial Report, 
except that the asset was recorded as “structured notes”, rather than “Loan Notes”:  

“NOTE 4. Financial Assets at Fair Value Through Profit or Loss  

2023           2022  

   $   $  

Financial assets at fair value through profit or loss:  

Structured notes          1,629,111  1,101,899  

    1,629,111  1,101,899  

An overview of the risk exposures relating to financial assets at fair value through 
profit or loss is included in note 9.”  

Global Active Property Fund (APF) Financial Report (a Level 2 entity) 

 
20 Mr Bradley’s First Statement, paragraph 74 
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97. The Financial Report for APF contained an almost identical entry to that found in 
the SHF Financial Report, in relation to the largest of its assets, namely: “Financial 
assets at fair value through profit or loss (4) 20,934,000”.  

98. Note 4 was identical to Note 4 in the SHF Financial report, recording “Loan Notes”, 
although the amount was recorded as $20,934,000. 

99. Significantly, for the purposes of this matter, the Financial Report recorded that its 
interest income for the year was $2,167,784, and also recorded, as an asset, an 
“interest receivable” for $1,448,318.  

Global Enhanced Yield Fund (EYF) Financial Report (a Level 2 entity) 

100. The Financial Report for EYF again contained an almost identical entry to that found 
in the SHF Financial Report, in relation to the largest of its assets, namely: “Financial 
assets at fair value through profit or loss (4) 19,315,000”.  

101. Note 4 was identical to Note 4 in the SHF Financial report, recording “Loan Notes”, 
although the amount was recorded as $19,315,000. 

102. The Report recorded interest income of $513,078 and an asset, interest receivable, 
of $260,998. 

Global Equity Fund (EF) Financial Report (a Level 2 entity) 

103. The Financial Report for EF again contained an almost identical entry to that found 
in the SHF Financial Report, in relation to by far the largest of its assets, namely: 
“Financial assets at fair value through profit or loss (4) 2,391,930”.  

104. Note 4 was almost identical to Note 4 in the SHF Financial report, but recording 
“Financial assets at fair value through profit or loss - Structured notes”, although the 
amount was recorded as $2,384,544. 

Global Private Equity Fund (PEF) Financial Report (a Level 2 entity) 

105. The Financial Report for PEF again contained an almost identical entry to that found 
in the SHF Financial Report, in relation to the largest of its assets, namely: “Financial 
assets at fair value through profit or loss (4) 16,240,000”.  

106. Note 4 was similar to Note 4 in the SHF Financial report, but recording “Financial 
assets at fair value through profit or loss – Redeemable Cumulative Preference 
Shares”, in an amount of $16,240,000. 

107. The Report recorded dividend income of $1,764,328, and, as an asset, a dividend 
receivable of $2,210,764. 

Level 3 – the recipients of funds under the Loan Notes or Redeemable Cumulative 
Preference shares  

108. PKF did not audit the Level 3 entities. These entities (private entities associated with 
the directors of AFL), issued Loan Notes or RCP shares to Level 2 entities and used 
the proceeds in various ways, primarily in property investments and loans. 

Impact Fiduciaries Pty Ltd as trustee for the Social Impact Trust (SIT) (a Level 3 
entity) 
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109. Impact Fiduciaries Pty Ltd was a company associated with the directors of AFL 
which acted as trustee of the SIT. There was no evidence before us as to the 
constitution of the trustee company or the trust. 

110. As at June 2023, Impact Fiduciaries Pty Ltd, as trustee of the SIT, had issued 
approximately $83.2 million21 Loan Notes to the Level 2 entity SHF22. 

111. The SIT used the funds so acquired to fund wholly owned subsidiary companies or 
trusts to acquire and/or develop specialist disability accommodation in South East 
Queensland for the purpose of deriving rental income from tenants who were 
entitled to support payments under the NDIS scheme23. Global Active Property 
Pty Ltd (a Level 3 entity)  

112. Global Active Property Pty Ltd was a development and construction company 
associated with the directors of AFL.  

113. Global Active Property Pty Ltd issued approximately $20.9m24 Loan Notes to APF, 
the proceeds of which were used by Global Active Property Pty Ltd to make 
investments into entities which were developing SDA properties. 

Global Private Equity Pty Ltd (a Level 3 entity)  

114. Global Private Equity Pty Ltd was a private company associated with the directors 
of AFL which issued approximately $16.2m25 Redeemable Cumulative Preference 
Shares to the Level 2 PEF. 

115. Global Private Equity Pty Ltd used the proceeds to advance funds to Global Multi 
Media Trust ($11.5m) and Progressive Early Education Centres ($1.6m)26. 

Global Yield Investments Pty Ltd (a Level 3 entity)  

116. Global Yield Investments Pty Ltd was a private company associated with AFL which 
issued approximately $19.3m27 Loan Notes to the Level 2 EYF28. 

117. Global Yield Investments Pty Ltd used the funds to make debt and equity 
investments into other private businesses29. 

Level 4 – Special purpose vehicle/asset trusts  

The SIT entities (Level 4 entities)  

118. The SIT Trust used funds derived from its issue of Loan Notes (approximately $83.2 
million30) to acquire the following fixed trusts31: 

 
21 Appendix 2 Respondent’s submissions 
22 ACR para 6; Appendix 2 to Respondent’s submissions. 
23 ACR para 7; Mr Bradley’s First Statement para 33, 
24 Appendix 2 Respondent’s submissions 
25 Appendix 2 Respondent’s submissions 
26 Mr Bradley’s First Statement para 46. 
27 Appendix 2 to Respondent’s submissions 
28 Bradley (1) para 96(f). 
29 Bradley (1) para 96(f). 
30 Appendix 2 Respondent’s submissions 
31 The evidence did not appear to go beyond the letter of instructions to Mr Bradley’s expert, Mr Thorn, (page 20 of Mr 
Thorn’s report) but no issue was taken about this. 
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(a) SDA Fiduciaries Pty Ltd as trustee for the SDA Property Trust (the registered 
proprietor of a property at 6 Gilmour Lane Southport); 

(b) SDA Fiduciaries 2 Pty Ltd as trustee for the SDA Property Trust 2 (the 
registered proprietor of  properties at Lot 1 and Lot 4, 129-131 Russell Street, 
Cleveland); 

(c) SDA Fiduciaries 3 Pty Ltd as trustee for the SDA Property Trust 3 (the 
registered proprietor of a property at 45 George Street, Southport); and 

(d) SDA Fiduciaries 6 Pty Ltd as trustee for the SDA Property Trust 6 (the 
registered proprietor of a property at 55 Milton Avenue, Paradise Point). 

119. It also appears to be suggested in the evidence that the SIT owned three other 
properties, namely units 207, 307 and 407/5 Bermagui Crescent, Buddina32, 
although this is not clear. 

The Global Active Property Pty Ltd entities (Level 4 entities) 

120. There was no direct evidence before us as to how Global Active Property Pty Ltd 
made investments, beyond an assertion in the instructions to Mr Thorn , an expert 
witness called by Mr Bradley, that Global Active Property Pty Ltd used the funds 
from the issue of notes to make investments into entities which were developing 
SDA properties and the FY23 audit file disclosed the existence of the following 
properties stated to be held in a separate fixed trust33: 

(a) E3 Design and Build Pty Ltd held 19 and 21 Rankin Parade Main Beach; and 

(b) 7 Bermagui Crescent, Buddina. 

Global Private Equity entities (Level 4 entities)  

121. Global Private Equity Pty Ltd used the proceeds from the issue of its RCP shares to 
advance funds to Global Multi Media Trust ($11.5m) and Progressive Early 
Education Centres ($1.6m)34. 

The audits of the Schemes 

Introduction 

122. As already indicated above, the parties were not in agreement about the factual 
position relating to the audits, particularly about the nature and extent of the audit 
procedures which were actually undertaken in the audits.  

123. One would normally expect that these matters would be clear from the audit file. 
Paragraph 8 of ASA 230 provides: 

“8. The auditor shall prepare audit documentation that is sufficient to enable an 
experienced auditor, having no previous connection with the audit, to understand: 
(Ref: Para. A2-A5, A16-A17)  

 
32 Page 20 Mr Thorn’s report para 32. 
33 Page 20 Mr Thorn’s report para 35. 
34 Mr Bradley’s First Statement para 46. 
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(a) The nature, timing, and extent of the audit procedures performed to comply with 
the Australian Auditing Standards and applicable legal and regulatory requirements; 
(Ref: Para. A6-A7)  

(b) The results of the audit procedures performed, and the audit evidence obtained; 
and  

(c) Significant matters arising during the audit, the conclusions reached thereon, and 
significant professional judgements made in reaching those conclusions. (Ref: Para. 
A8-A11).” 

124. This issue was impacted by a number of matters: 

(a) Mr Bradley ultimately conceded that the contents of the FY23 Audit Files did 
not meet the documentation requirements set out in ASA 230[8] and ASA 
330[28], although the extent of his concession lacked clarity; 

(b) Mr Bradley initially proposed tendering the entire audit files for the three 
audits, but elected not to do so; 

(c) The Panel made it clear to the parties at the hearing that if a party wished to 
rely upon a document in their case, they would need to take the Panel to the 
specific document and explain its relevance. The submissions which sought 
to explain how the audit papers revealed the extent of the audit work were 
not expansive; and 

(d) In some respects, Mr Bradley asserted that some audit papers (including 
papers recording the audit plan and proposed audit procedures) were 
inaccurate or apt to mislead. 

125. That said, for each audit, PKF prepared a “Working Paper Index” which, we were 
informed by Mr Strong for Mr Bradley, contained every document contained in the 
audit file for that audit.  Each of these documents was tendered and we accept that 
each of these indexes appear to be a business record and is an accurate record of 
the documents contained in each respective audit file. 

The auditor and audit team  

126. As already indicated, the audit was performed by “PKF Brisbane Audit” and signed 
off by Mr Bradley in the name of “PKF Brisbane Audit”, describing himself as “Audit 
Partner”. “PKF Brisbane Audit” is a business name and it was not clear on the 
evidence whether the entity behind the business name was a partnership (an audit 
firm) or a company (an audit company). The letterhead on which the audit report 
was signed referred to “PKF Brisbane Pty Ltd”. Mr Bradley had described the role 
he held within PKF as “Board of director and audit partner”35. 

127. Whatever the position, it is clear that Mr Bradley was not personally the auditor of 
the relevant financial statements36.  He was “lead auditor” within the meaning of that 
term in s 324AF of the Act and, by virtue of his position as lead auditor, he was, by 
force of s 307A(2) of the Act, under an obligation to ensure the audits were 
conducted (by the auditor, PKF Brisbane) in accordance with Auditing Standards 
made pursuant to s 336 of the Act, whether they were conducted by an audit firm or 

 
35 Transcript of ASIC examination of Mr Bradley p 5. 
36 See ACO paras 4, 5, 11, 15, Mr Bradley’s First Statement paras 1, 5, 12, 13, 16, 19, 25 and 27, AOS para 3, ROS 
para 2.  
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an audit company. No submissions were made by the parties concerning the effects 
of s 324AB of the Corporations Act. The case was put on the basis that Mr Bradley 
failed in his duties because, as lead auditor, he failed to ensure that the audits were 
carried out in accordance with the Auditing Standards37. 

128. On the evidence before us, the work performed on the audits was conducted by 
PKF through Mr Bradley as partner and other PKF agents, namely the members of 
the audit team. 

129. Mr Bradley initially gave evidence that he and Mr David Lloyd were the only 
members of the audit team38. In his Second Statement he changed this and said 
that Mr Rohan Joseph was also a member of the team and was mainly involved in 
the “planning and preliminary engagement activity phases of the FY23 Audits” 39.  

130. The Planning Memoranda for the audits show that the team was made up of Mr 
Bradley (“Engagement Partner”), Mr David Lloyd (“Manager”) and Mr Rohan Joseph 
(“Intermediate”). 

131. We note that Mr Bradley did not suggest that Mr Liam Murphy was a member of the 
audit team, nor is he recorded as such in the Planning Memorandum.  

132. Many of the audit documents contain a grid in the top right-hand corner recording 
the people who were involved in the preparation and review of the document. 
Further, the chronology which was revealed from the index of audit working papers 
showed the persons involved in preparation and review of documents were as 
follows: 

(a) For GMSF: 

i. Mr Joseph performed work on the preparation of documents on 31 
August and 1 September; 

ii. Mr Lloyd performed work on 5th, 20th and 21st September and 26th 
to 29th September, on preparation of documents, but also on 
review where Mr Joseph had prepared documents; 

iii. Mr Bradley performed work on 6th September (engagement and 
planning) and 22nd September and 27th to 29th September, (almost 
exclusively on review); 

iv. SLL (we believe Ms Sofia Lloyd) performed some work on 
preparation of documents relating to bank statements under the 
heading “Risk Response” and about half of the work (with Mr Lloyd) 
on Responsible Entity Compliance; 

v. Mr Bradley did not perform work in relation to the Responsible 
Entity Compliance; 

 
37 ACO paras 6 and 15. 
38 Mr Bradley’s First Statement para 91. 
39 Mr Bradley’s Second Statement para 24ff 
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vi. The partner who reviewed the Responsible Entity Compliance was 
“LMU”, we assume Mr Murphy, notwithstanding that he was not a 
member of the audit team; 

(b) For GDAF: 

i. Mr Joseph performed work on the preparation of documents on 31 
August and 1 September; 

ii. Mr Lloyd performed work on 20th and 21st September and 26th to 
29th September, on preparation of documents, but also on review 
where Mr Joseph had prepared documents; 

iii. Mr Bradley performed work on 22nd September and 27th to 29th 
September, almost exclusively on review; 

iv. SLL (we believe Ms Sofia Lloyd) performed some work on 
preparation of documents relating to bank statements under the 
heading “Risk Response” and about half of the work (with Mr Lloyd) 
on Responsible Entity Compliance; 

v. Mr Bradley did not perform work in relation to the Responsible 
Entity Compliance; 

vi. The partner who reviewed the Responsible Entity Compliance was 
“LMU”, we assume Mr Murphy, notwithstanding that he was not a 
member of the audit team; 

(c) For GASF  

i. Mr Joseph performed work on the preparation of documents on 30 
and 31st August; 

ii. Mr Lloyd performed work on 20th and 21st September and 26th to 
29th September, on preparation of documents, but also on review 
where Mr Joseph had prepared documents; 

iii. Mr Bradley performed work on 22nd September and 26th, 28th and 
29th September, almost exclusively on review; 

iv. Mr Bradley did not perform work in relation to the Responsible 
Entity Compliance; 

v. The partner who reviewed the Responsible Entity Compliance was 
“LMU”, we assume Mr Murphy, notwithstanding that he was not a 
member of the audit team. 

133. We note that the actual audit reports were signed off by Mr Bradley on 29 September 
2023. 
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134. PKF used the Caseware audit program for the audits40 and the Caseware audit file 
for each audit included a “Planning memorandum” which was in almost identical 
form (including the inclusion of the same typographical errors41). 

135. There is some dispute about the accuracy of the Audit Planning Memorandum for 
each Scheme audit42. We will deal with that below but there can be no doubt that it 
was a document created by PKF as part of each audit.  

136. The Planning Memoranda commenced with a section headed “Audit Team, Nature, 
Timing and Extent of Resources” which, as just noted, referred to the team as Mr 
Bradley (“Engagement Partner”), Mr David Lloyd (“Manager”) and Mr Rohan Joseph 
(“Intermediate”). 

137. Next, it set out “Background Information” relating to the Scheme.   

138. For GDAF, (wrongly described as “Global SRI Ethical Alpha Fund”), it was said: 

“A long-term investment approach, high diversification, down-side protection, 
rigorous attention to individual stock ESG metrics and a low correlation to most other 
investments, enable our funds to: 

– enhance the return of an overall investment portfolio, whilst 

– lowering risk and 

– making a positive contribution to global environmental, social and governance 
outcomes 

… 

The main investments of the Scheme are in related schemes of Global SRI which 
are predominantly in the “Social Impact” environment.”  

139. For GASF, it was said: 

“The main investments of the Scheme were with related parties being  

• Global SRI Social Impact Fund $10,006,483; 

• Global SRI Enhanced Yield Fund $ 9,633,379 

• Global SRI Active Property Fund $ 947,814 

• Global SRI Pure Alpha Fund   $ 270,790.” 

140. For GMSF, it was said: 

“Global Multi-Strategy Fund was established in March 2015. As at 30 June 2022, 
net assets of approx $3 million, Net assets increased significantly in the year to 
$17m as a result in the increased no. of investors joining the fund since 1 July 2022. 
The main asset increase is in relation to Mutual Funds which increased from $3.9m 
to $19.1m as at 30 June 2023.” 

 
40 Mr Bradley’s First Statement para 84 
41 See “of for a number of audits” in Section 1 on the first page in each memorandum. 
42 Documents A16, A49 and A75 in the Electronic Bundle. 
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141. Section 5 of each document recorded “related parties” as: 

(a) AFL as the responsible entity,  

(b) Rushton Financial Services as the Investment Manager; and  

(c) “Investment in Mutual Funds”. 

142. In each document, Section 7 was headed “Audit approach” and stated: 

“PKFBA Audit approach in summary is as follows:  

1. During planning conduct a preliminary analytical review of balance 
sheet and profit and loss for the interim period, identifying 
significant account balances deemed ‘material’.  

2. During planning, document any changes to systems and controls 
for each major cycle (i.e. sales & receivables, purchases & 
payables, payroll, stock). This assessment will determine the level 
of testing required on changes to the systems.  

3. Based on analytical review and controls assessment, a risk 
assessment by material balance / cycle workpaper is completed 
which outlines the proposed audit approach at an account balance 
level. Assurance over balances deemed to be ‘material’ in this 
schedule may be obtained from controls reliance (depending on the 
outcome of tests of key controls) which will reduce the amount of 
substantive testing required, or if no controls reliance is to be taken 
the expected work may be purely substantive testing, or a 
combination of substantive testing and substantive analytical 
procedures.  

4. Interim (and final) materiality is determined based on overall 
assessed risk, which is a function of detection risk (assessed based 
upon controls assessment) and inherent risk.  

 

The main area of risk identified from the initial planning is the 
overstatement of investments and recoverability of investments. In 
section D of the file, we will reconcile any holdings to the PAXUS 
(independent verification) holdings maintained by Apex Accounting 
and also verify the units value as at 30 June 2023 Additional evidence 
will also be in Section D to verify the recoverability of the investment 
through examining the investments ‘down” through the entities to the 
underlying asset, which is normally a building or property. Refer 
Section D 

 

5. Risk assessment gives due regard of prior year management letter 
points raised with the client for inclusion in current engagement.  

6. Update programs for any specific risks identified during planning.  

7. Conduct year-end audit procedures, performing work in accordance 
with overall planned procedures / sample sizes determined in risk 
assessment by material balance / cycle workpaper.  

8. Note any issues identified during audit procedures.”  

(The coloured font was in the original) 
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143. In each document, section 9 was headed “Characteristics of the Engagement” and 
set out a number of aspects of the audit. Of particular note was the following: 

“Audit Evidence Obtained in Previous Audits  

(detail the expected use of audit evidence obtained in previous audits, for example, 
audit evidence related to risk assessment procedures and tests of controls. Refer to 
any carry forward issues or risks)  

N/A there is no reliance on audit evidence obtained in previous audits” 

144. (We note that Mr Bradley contends, in response to ASIC’s Contention that Mr 
Bradley did not obtain sufficient appropriate audit evidence, that part of the evidence 
on which he relied for the 2023 audits was evidence in prior year audit files)43. 

145. In each document, Section 13 was headed “Significant Factors and Preliminary 
Engagement Activities”. This included a statement as follows (or to similar effect): 

“Materiality and Significant Risks 

… 

PKFBA considers that significant risks in relation to the audit include:  

· Valuation of investments  

· Fraud in recognition of revenue  

· Management override of controls” (Bold type in original) 

146. We note that it is of particular importance to this matter, that PKF recorded that the 
“significant risks” included “Valuation of investments”. 

Audit procedures undertaken 

147. As already indicated, there was a dispute about the nature and extent of audit 
procedures actually undertaken in relation to the relevant matters in issue 
(particularly in respect of the value of the Schemes’ investments).  

148. In those circumstances, apart from noting the steps and procedures which are 
recorded in the Working Paper Indexes, we will deal with the extent of the audit 
procedures actually undertaken, where relevant, in considering the various 
Contentions below. 

PART D – INTRODUCTION TO ASIC’S CONTENTIONS – ONUS 

(a) Introduction to ASIC’s Contentions 

149. ASIC contends44 that Mr Bradley failed to carry out or perform adequately and 
properly the duties of an auditor by reason of what he did or did not do, as lead 
auditor, in connection with the audits as set out in paragraphs 16 to 26 of the AOC45.  

150. The key allegation in those paragraphs is that Mr Bradley did not design audit 
procedures to obtain, or actually obtain sufficient appropriate audit evidence to 

 
43 Mr Bradley’s First Statement para 88(b). 
44 ACO paragraphs 15 and 27. 
45 Including the material set out in Schedules A to D of the AOC 
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support the value of the Schemes’ investments in the Mutual Funds and that he 
relied upon no more than the bare assertions of the controlling entity (Category A 
evidence) and evidence of insured values of properties (Category B evidence). 
There are other key allegations about professional scepticism, professional 
judgment and documentation. ASIC contends that in the circumstances of this case, 
Mr Bradley failed to:  

(a) Display professional scepticism and judgment as required by ASA 200 
paragraphs [15] to [16] (Contention 1); 

(b) Use sufficient appropriate audit (SAA) evidence in the formation of his 
purported ‘reasonable assurance’ that the financial reports were free from 
material misstatement, as required by ASA 200 paragraphs [11] and [17] 
(Contention 2); 

(c) Obtain, or otherwise attempt to obtain, SAA evidence as required by ASA 
330 paragraph [27] (Contention 3); 

(d) Properly assess whether Category A and B evidence met the threshold of 
SAA evidence, including adequately considering the relevance and reliability 
of that evidence as required by ASA 500 paragraphs [7] and [9] (Contention 
4); 

(e) Design and perform appropriate audit procedures for the purposes of 
obtaining SAA evidence, as required by ASA 330 paragraph [18] and ASA 
500 paragraph [6] (Contention 5); 

(f) Take adequate responsibility for the overall quality, direction, supervision and 
review of the audits as required by ASA 220 [8], [15] and [17] (Contention 
6); 

(g) Prepare audit documentation that adequately described the audit procedures 
including the overall responses to the assessed risks of material 
misstatement at a financial reporting level, as required by ASA 230 
paragraph [8] and ASA 330 paragraph [28] (Contention 7); and 

(h) Appropriately qualify his opinion to account for the absence of SAA evidence, 
as required by ASA 330 paragraphs [26] to [27]; ASA 700 paragraph [17] and 
ASA 705 paragraphs [6] to [9] (Contention 8). 

151. If made out, the consequence of these Contentions is that Mr Bradley has failed to 
comply with, or failed to ensure that PKF complied with, Auditing Standards. 

152. As already discussed, Mr Bradley was not the auditor of the Schemes’ financial 
reports. PKF was the auditor.  However, Mr Bradley was lead auditor in the audits 
carried out by PKF46. PKF was an audit company or an audit firm for the purposes 
of s 307A of the Corporations Act. Section 307A(2) provides that if an audit company 
or audit firm conducts an audit of the financial report of a registered scheme for a 
financial year, the lead auditor for the audit must ensure that the audit is conducted 
in accordance with the Auditing Standards.  

153. We note that notwithstanding this, the parties’ submissions often treated Mr Bradley 
as if he were the auditor and as if he failed to perform obligations imposed on an 

 
46 Mr Bradley’s First Statement paras 16, 21, 27. 
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auditor.  We will treat such submissions as if they were submissions that Mr Bradley 
failed to ensure that PKF carried out those obligations. 

154. In response to the allegations in the ACO, Mr Bradley: 

(a) Accepted, in respect of Contention 7, that the contents of the FY23 Audit 
Files did not meet the documentation requirements set out in ASA 230[8] and 
ASA 330[28]47; 

(b) Otherwise, denied a failure to comply with Auditing Standards48; and 

(c) Asserted that in the circumstances the Board should not find that there was 
a sufficient basis for the Board to be satisfied that he failed to carry out or 
perform adequately and properly the duties of an auditor49. 

155. The gist of Mr Bradley’s case is that  

(a) He did not simply rely upon the values of the financial assets of the Mutual 
Funds that appeared in the unaudited financial statements of those entities50; 

(b) Rather, he designed and implemented audit procedures from which he 
obtained “reasonable assurance” that the carrying value of those assets were 
not materially misstated under AASB 951; and 

(c) The processes which he undertook and the evidence he obtained included: 

i. evidence from previous audits undertaken by him of the Funds and 
from other engagements,  

ii. knowledge of the business gained over several years,  

iii. evidence of review of the systems and controls put in place by 
management of AFL in relation to the investments by the Managed 
Funds in the Loan Notes and the RCPS,  

iv. evidence of the audits of the Compliance Plan of each Fund under 
the Act, and  

v. other 'audit evidence' within the meaning of the Auditing 
Standards52.  

156. It is worth quoting a passage from Mr Bradley’s solicitors’ letter to an expert written 
shortly after the Application was served: 

“2.33 Generally speaking, Mr Bradley’s position is that it was not necessary 
to take further steps to confirm the value of the property, as the property was 
not itself the asset of the fund. Rather, Mr Bradley was concerned with any 
signs of impairments of the loans (which were the assets of the funds), 
including in the market and in AFL’s minutes of meetings. Mr Bradley also 

 
47 ROS paragraph 7 
48 ROS paragraph 7 
49 ACR paragraph 29 
50 ACR paragraph 18 
51 ACR paragraph 18 
52 ACR para 23. 
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had conducted the audits of the Funds for several years, and had built up a 
knowledge of the assets of the Funds and the normal operation of the Funds 
during that time which supported his view that he had sufficient evidence to 
be satisfied that there was no material misstatement in the financial 
statements of the Funds.”  

157. The letter goes on to refer to 19 documents which Mr Bradley had provided in 
relation to previous years’ audits, including construction invoices, an undated 
Breakdown of assets in fixed unit trust as at 30 June 2022, and undated Funds 
Investments Summary and three property searches as at November 2022.  

(b) Onus 

158. In the Updated Issues Summary, the parties noted that Mr Bradley contended that 
the effect of his evidence and that of his expert witness Mr Thorn was that “the 
Applicant has not discharged its burden of establishing that the Respondent failed 
to obtain SAA in the performance of the FY23 audits in relation to the value of the 
assets held” by the Schemes. 

159. In relation to this issue, ASIC submitted that this argument conflated the inquisitorial 
process of an administrative tribunal such as the Board with the adversarial means 
of communication found in superior Courts.  ASIC submitted that it was well 
established that “as a general proposition, the common law concept of ‘onus of 
proof’ has no application to administrative decision-making” (citing Sun v Minister 
for Immigration and Border Protection (2016) 243 FCR 220 from [61] and McDonald 
v Director-General of Social Security (1984) 1 FCR 354, 356). 

160. ASIC submitted that the Board was an administrative decision-maker, under a duty 
to arrive at the correct or preferable decision in the case before it. It was not bound 
by the rules of evidence. Subsection s 1292(1)(d)(i) empowered the Board to impose 
sanction upon a registered auditor where the Board was “satisfied” that the auditor 
had engaged in certain conduct. ASIC submitted that in reaching that state of 
satisfaction, the Board was entitled to act upon the material before it, and its own 
specialised expertise and the Board was empowered to inform itself by compelling 
the production of further material. ASIC submitted that in a practical sense, ASIC 
assists the Board by furnishing relevant evidence and making arguments but there 
was, in the legal sense, no “burden” or “onus” attaching to ASIC or any other party. 

161. In oral submissions, reference was made to the decision of Perry J in Williams v 
Companies Auditors Disciplinary Board [2025] FCA 629, particularly at [73] where 
her Honour said, in contrast to a claim in negligence in civil litigation: 

“By contrast, there is no onus of proof to be discharged under sub-s 1292(1)(d)(i) of 
the Corporations Act and no criterion under that provision analogous to the 
requirement in a negligence claim to establish a suggested alternative course of 
conduct which could have mitigated a risk of injury. Nor is the Board bound by the 
rules of evidence, and its function under sub-s 1292(1)(d)(i) is to reach a subjective 
state of satisfaction as to whether a person has failed adequately and properly to 
carry out or perform the duties of an auditor.”   

162. In response, Mr Strong for Mr Bradley relied upon the Board’s own decision in ASIC 
v Trivett [2025] CADB 2 at [60] where the Panel said:   

 “60. Our approach to determining whether the contentions have been established 
in this matter, based on our views and findings above is:  

https://www.austlii.edu.au/cgi-bin/viewdoc/au/legis/cth/consol_act/ca2001172/
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a. To determine whether the facts alleged in support of ASIC’s application to 
the Board for orders under S 1292(1) occurred and whether we are satisfied 
they identify relevant conduct with respect to the duties and function of the role 
of a Review Auditor within the meaning of sub-paragraph (d)(ii). The burden 
of proof will be ASIC’s and a Panel must be comfortably satisfied, on the 
balance of probabilities, that the matters alleged occurred.  

b. If there is relevant conduct established, to evaluate its adequacy (level of 
performance) and, whether it was proper (standard of performance) within the 
meaning of S 1292(1)(d).  

c. The weight to be given to any matter in the Board’s evaluation is a matter 
for the Board’s discretion and it is not necessary that the matters to which the 
Board may have regard are all the subject of evidence in the proceedings as 
the Board ‘can be taken to be imbued with knowledge of professional 

standards or professional practice’.” [citations omitted]   

163. Mr Strong submitted, relying upon this passage, that the decision in Williams did not 
affect the task set out in sub-paragraph 60(a) of the passage in Trivett, so that the 
burden of proof lay upon ASIC to establish the facts alleged in support of its 
Application to the Board. Mr Strong accepted that once the Board was satisfied of 
the relevant conduct, there was no burden of proof in relation to whether the conduct 
constituted a breach of standards. 

164. The difficulty with Mr Strong’s submission is that the proposition in the decision in 
Williams, (which was not cited in Trivett), is stated in broad and unconditional terms, 
as were the statements of principle in the authorities upon which Perry J relied. 

165. In the particular circumstances of the present case, we are prepared to assume, 
without deciding, that Mr Strong’s submission is correct. For reasons which follow, 
we do not consider that our decision on questions of fact turns upon any onus. We 
are comfortably satisfied of the relevant factual position, as described in detail in the 
reasons which follow. In those circumstances, we prefer not to come to a decision 
about the extent of Perry J’s finding in Williams and the correctness of the 
proposition in paragraph [60] of Trivett. 

166. Perry J was not concerned with the precise issue which faces us (ie, whether the 
factual matters upon which ASIC relies in asserting that there has been a breach of 
standards have been made out).  Perry J was concerned with an argument that in 
order for the Board to be satisfied of a breach of standards, it was necessary for 
ASIC to adduce expert evidence establishing this matter, by analogy with 
the authorities requiring the tender of expert evidence in order to prove a breach of 
a duty of care in the context of tortious actions for professional negligence in the 
civil courts. Her Honour’s statements about onus were made in this context.  

167. The question of onus in proceedings before the Board is not straightforward 
because although there are many authorities which establish that generally there is 
no legal onus of proof in administrative proceedings, the matter ultimately depends 
upon a detailed consideration of the particular administrative body in question and 
the nature of the proceedings in question, including a detailed analysis of the 
legislation pursuant to which the proceedings are brought and the nature of the task 
imposed upon a tribunal. 
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168. Accordingly, in circumstances where we do not consider that our decision would be 
affected by where the onus lies in establishing the underlying facts, we will refrain 
from making any final decision on this issue.  

PART E – AUDITING STANDARDS RELIED UPON - ASA 200, 220, 230, 330, 500, 700 
and 705 

Introduction 

169. As already noted above, Contentions 1 to 8 assert that Mr Bradley failed to comply 
with various Auditing Standards, as follows: 

(a) ASA 200 paragraphs [15] to [16] - professional scepticism and judgment 
(Contention 1); 

(b) ASA 200 paragraphs [11] and [17] - use sufficient appropriate audit evidence  
(Contention 2); 

(c) ASA 330 paragraph [27] - obtain, or otherwise attempt to obtain, SAA 
evidence  (Contention 3); 

(d) by ASA 500 paragraphs [7] and [9] - properly assess whether Category A 
and B evidence met the threshold of SAA evidence, (Contention 4); 

(e) ASA 330 paragraph [18] and ASA 500 paragraph [6] - design and perform 
appropriate audit procedures for the purposes of obtaining SAA evidence 
(Contention 5); 

(f) ASA 220 paragraphs [8], [15] and [17] - take adequate responsibility 
(Contention 6); 

(g) ASA 230 paragraph [8] and ASA 330 paragraph [28] - prepare audit 
documentation (Contention 7); and 

(h) ASA 330 paragraphs [26] to [27]; ASA 700 paragraph [17] and ASA 705 
paragraphs [6] to [9] - appropriately qualify opinion to account for the absence 
of SAA evidence (Contention 8). 

170. In addition to these standards, ASA 300, ASA 315 and ASA 540 were also raised in 
the course of the hearing. In particular, Mr Thorn (Mr Bradley’s expert) emphasised 
the importance of ASA 315 in the context of this Application. He stated, at paragraph 
4.7: 

“ASA 315 Identifying and assessing the Risks of Material Misstatement is the 
auditing standard that requires an auditor to gain an understanding of the entity [the 
entity being audited] and its environment in order to assess audit risks and establish 
a plan to address those risks”.  

171. It is important to note that many of the above standards are interrelated. Further, in 
applying the mandatory components of any standard (including the paragraphs 
referred to above), an auditor is required to have an understanding of the entire text 
of the standard, including its application and other explanatory material. 

172. Thus, it is important to read particular paragraphs of a standard in the context of the 
standard as a whole. 



 

 34 

ASA 200 

173. ASA 200 is a fundamental overarching auditing standard entitled “Overall Objectives 
of the Independent Auditor and the Conduct of an Audit in Accordance with 
Australian Auditing Standards”.   

174. The scope of ASA 200 is dealt with in the introductory section of the standard, in 
paragraph 1, which includes the following: 

“1. This Auditing Standard deals with the independent auditor’s overall 
responsibilities when conducting an audit of a financial report in accordance with 
Australian Auditing Standards. Specifically, it sets out the overall objectives of the 
independent auditor, and explains the nature and scope of an audit designed to 
enable the independent auditor to meet those objectives. …” 

175. ASA 200 proceeds to set out specific requirements in the ensuing paragraphs.  
Many of these paragraphs refer to concepts which are defined terms in the standard. 
Important defined terms are highlighted in bold italics below. We have not 
highlighted all defined terms. 

176. Paragraphs 11 and 12 provide: 

“11. In conducting an audit of a financial report, the overall objectives of the auditor 
are:  

(a) To obtain reasonable assurance about whether the financial report as a 
whole is free from material misstatement, whether due to fraud or error, 
thereby enabling the auditor to express an opinion on whether the financial 
report is prepared, in all material respects, in accordance with an applicable 
financial reporting framework; and  

(b) To report on the financial report, and communicate as required by the 
Australian Auditing Standards, in accordance with the auditor’s findings.  

12. In all cases when reasonable assurance cannot be obtained and a qualified 
opinion in the auditor’s report is insufficient in the circumstances for purposes of 
reporting to the intended users of the financial report, the Australian Auditing 
Standards require that the auditor disclaim an opinion or withdraw (or resign) from 
the engagement, where withdrawal is possible under applicable law or regulation.”  

177. The key substantive requirements of the standard are set out under the heading:  
“Requirements” and include the following paragraphs, on which ASIC relies in 
Contentions 1 (paragraphs 15 and 16), and 2 (paragraph [17]): 

“Requirements  

Ethical requirements 

14… 

Professional Scepticism  

15. The auditor shall plan and perform an audit with professional scepticism 
recognising that circumstances may exist that cause the financial report to be 
materially misstated. (Ref: Para. A21-A25)  

Professional Judgement  
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16. The auditor shall exercise professional judgement in planning and performing 
an audit of a financial report. (Ref: Para. A26-A30)  

Sufficient Appropriate Audit Evidence and Audit Risk  

17. To obtain reasonable assurance, the auditor shall obtain sufficient appropriate 
audit evidence to reduce audit risk to an acceptably low level and thereby enable 
the auditor to draw reasonable conclusions on which to base the auditor’s opinion. 
(Ref: Para. A31-A57).”   

178. The defined terms referred to earlier appear in paragraph [13] of ASA 200. These 
include: 

(a) “Reasonable assurance means, in the context of an audit of a financial report, 
a high, but not absolute, level of assurance”; 

(b) “Misstatement means a difference between the amount, classification, 
presentation, or disclosure of a reported financial report item and the amount, 
classification, presentation, or disclosure that is required for the item to be in 
accordance with the applicable financial reporting framework. Misstatements 
can arise from error or fraud.  

Where the auditor expresses an opinion on whether the financial report is 
presented fairly, in all material respects, or gives a true and fair view, 
misstatements also include those adjustments of amounts, classifications, 
presentation, or disclosures that, in the auditor’s judgement, are necessary for 
the financial report to be presented fairly, in all material respects, or to give a 
true and fair view.” 

(c) “Audit evidence means information used by the auditor in arriving at the 
conclusions on which the auditor’s opinion is based. Audit evidence includes 
both information contained in the accounting records underlying the financial 
report and other information. For purposes of the Australian Auditing Standards:  

(i) Sufficiency of audit evidence is the measure of the quantity of audit 
evidence. The quantity of the audit evidence needed is affected by 
the auditor’s assessment of the risks of material misstatement and 
also by the quality of such audit evidence.  

(ii) Appropriateness of audit evidence is the measure of the quality of 
audit evidence; that is, its relevance and its reliability in providing 
support for the conclusions on which the auditor’s opinion is based.”   

(d) “Audit risk means the risk that the auditor expresses an inappropriate audit 
opinion when the financial report is materially misstated. Audit risk is a function 
of the risks of material misstatement and detection risk”;  

(e) “Detection risk means the risk that the procedures performed by the auditor to 
reduce audit risk to an acceptably low level will not detect a misstatement that 
exists and that could be material, either individually or when aggregated with 
other misstatements.” 

(f) “Professional judgement means the application of relevant training, 
knowledge and experience, within the context provided by auditing, accounting 
and ethical standards, in making informed decisions about the courses of action 
that are appropriate in the circumstances of the audit engagement’:  
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(g) “Professional scepticism means an attitude that includes a questioning mind, 
being alert to conditions which may indicate possible misstatement due to error 
or fraud, and a critical assessment of audit evidence. Reasonable assurance 
means, in the context of an audit of a financial report, a high, but not absolute, 
level of assurance”;  

(h) “Risk of material misstatement means the risk that the financial report is 
materially misstated prior to audit. This consists of two components, described 
as follows at the assertion level: (Ref: Para. A3)  

(i) Inherent risk means the susceptibility of an assertion about a class of 
transaction, account balance or disclosure to a misstatement that could be 
material, either individually or when aggregated with other misstatements, 
before consideration of any related controls.  

(ii) Control risk means the risk that a misstatement that could occur in an 
assertion about a class of transactions, account balance or disclosure and 
that could be material, either individually or when aggregated with other 
misstatements, will not be prevented, or detected and corrected, on a timely 
basis by the entity’s controls”.  

ASA 220 

179. ASA 220 is entitled “Quality Control for an Audit of a Financial Report and Other 
Historical Financial Information”. 

180. The standard commences with the following introductory provisions: 

“Scope of this Auditing Standard  

1. This Auditing Standard deals with the specific responsibilities of the auditor 
regarding quality control procedures for the audit of a financial report and other 
historical financial information. It also addresses, where applicable, the 
responsibilities of the engagement quality control reviewer. This Auditing Standard 
is to be read in conjunction with relevant ethical requirements.”  

181. The specific paragraphs of the standard upon which ASIC relied in this matter (paras 
[8], [15] and [17]) together with paragraph [16] (for context) are as follows:  

“Leadership Responsibilities for Quality on Audits  

8. The engagement partner shall take responsibility for the overall quality on each 
audit engagement to which that partner is assigned. (Ref: Para. A3)   

… 

Engagement Performance  

Direction, Supervision and Performance  

15. The engagement partner shall take responsibility for:  

(a) The direction, supervision and performance of the audit engagement in 
compliance with Australian Auditing Standards, relevant ethical 
requirements, and applicable legal and regulatory requirements; and (Ref: 
Para. A14-A16, A21)  

(b) The auditor’s report being appropriate in the circumstances.  
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Reviews 

16. The engagement partner shall take responsibility for reviews being performed in 
accordance with the firm’s review policies and procedures. (Ref: Para. A17-A18, 
A21)  

17. On or before the date of the auditor’s report, the engagement partner shall, 
through a review of the audit documentation and discussion with the engagement 
team, be satisfied that sufficient appropriate audit evidence has been obtained to 
support the conclusions reached and for the auditor’s report to be issued. (Ref: Para. 
A19-A21)”   

182. We do not find it necessary to give further consideration to this standard. The 
obligations relied upon by ASIC are obligations imposed upon the “engagement 
partner”.  There was no evidence specifically adduced by the parties to prove that 
Mr Bradley was the “engagement partner”. There were no submissions to the effect 
that Mr Bradley was “engagement partner” and there were no submissions about 
how Mr Bradley failed to comply with obligations as “engagement partner”.   

183. In the course of reviewing the documents tendered, we noticed that the Planning 
Memoranda for each audit nominated Mr Bradley as “engagement partner”.  
However, in his statements, Mr Bradley described his role as “Lead auditor” (see eg 
para 21 of his First Statement).   

184. Whilst it may be the case that Mr Bradley was the “engagement partner”, in the 
absence of clear evidence on the topic and in the absence of specific submissions 
explaining the case against Mr Bradley as “engagement partner”, we are not 
satisfied about a failure to comply with obligations based upon ASA 220. 

ASA 230 

185. ASA 230 is entitled “Audit Documentation”.  

186. Paragraph 2 of the standard provides: 

“Nature and Purpose of Audit Documentation 

 2. Audit documentation that meets the requirements of this Auditing Standard and 
the specific documentation requirements of other relevant Australian Auditing 
Standards provides:  

(a) Evidence of the auditor’s basis for a conclusion about the achievement 
of the overall objective of the auditor; and  

(b) Evidence that the audit was planned and performed in accordance with 
Australian Auditing Standards and applicable legal and regulatory 
requirements.”  

187. Paragraph 3 provide: 

“3. Audit documentation serves a number of additional purposes, including the 
following:  

• Assisting the engagement team to plan and perform the audit.  
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• Assisting members of the engagement team responsible for supervision to direct 
and supervise the audit work, and to discharge their review responsibilities in 
accordance with ASA 220. 

• Enabling the engagement team to be accountable for its work. • Retaining a record 
of matters of continuing significance to future audits.  

• Enabling the conduct of quality control reviews and inspections in accordance with 
ASQC 1.  

• Enabling the conduct of external inspections in accordance with applicable legal, 
regulatory or other requirements.” 

188. Paragraphs 8 and 9 provides: 

“Documentation of the Audit Procedures Performed and Audit Evidence Obtained 
Form, Content and Extent of Audit Documentation  

8. The auditor shall prepare audit documentation that is sufficient to enable an 
experienced auditor, having no previous connection with the audit, to understand: 
(Ref: Para. A2-A5, A16-A17)  

(a) The nature, timing, and extent of the audit procedures performed to 
comply with the Australian Auditing Standards and applicable legal and 
regulatory requirements; (Ref: Para. A6-A7)  

(b) The results of the audit procedures performed, and the audit evidence 
obtained; and  

(c) Significant matters arising during the audit, the conclusions reached 
thereon, and significant professional judgements made in reaching those 
conclusions. (Ref: Para. A8-A11) 

9. In documenting the nature, timing and extent of audit procedures performed, the 
auditor shall record:  

(a) The identifying characteristics of the specific items or matters tested; (Ref: Para. 
A12)  

(b) Who performed the audit work and the date such work was completed; and  

(c) Who reviewed the audit work performed and the date and extent of such review. 
(Ref: Para. A13)”  

ASA 300 

189. ASA 300 was not specifically identified by ASIC in the ACO, but it is relevant to the 
allegation that the audits were not properly planned, and it was referred to in 
submissions53. It is headed “Planning an audit of a financial report”. 

190. It requires an auditor to: 

(a) Establish an overall audit strategy that sets the scope, timing and direction of 
the audit, and that guides the development of the audit plan; 

 
53 T267ff 
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(b) Develop an audit plan that shall include a description of (amongst other 
things): 

i. The nature, timing and extent of planned risk assessment 
procedures, as determined under ASA 315; 

ii. The nature, timing and extent of planned further audit procedures 
at the assertion level, as determined under ASA 330; 

iii. Other planned audit procedures that are required to be carried out 
so that the engagement complies with the Australian Auditing 
Standards; 

(c) Update and change the overall audit strategy and the audit plan as necessary 
during the course of the audit; 

(d) Include in the audit documentation:  

i. the overall audit strategy;  

ii. the audit plan; and  

iii. any significant changes made during the audit engagement to the 
overall audit strategy or the audit plan and the reasons for such 
changes. 

ASA 330 (and 315) 

191. ASA 330 is entitled “The auditor’s responses to assessed risks” and, clearly enough, 
deals with that aspect of an audit. Paragraphs [18] and [27] appear in a sequence 
of provisions dealing with responses to assessed risks and they need to be 
understood in that context. 

192. Paragraph 1 of the ASA 330 deals with the scope of the standard and provides: 

“Scope of this Auditing Standard  

1. This Auditing Standard deals with the auditor’s responsibility to design and 
implement responses to the risks of material misstatement identified and assessed 
by the auditor in accordance with ASA 315 in an audit of a financial report.” 

193. Thus, ASA 330 deals with designing and implementing responses to assessed risks, 
ASA 315 deals with identifying and assessing risks.  It is worthwhile to set out some 
of the introductory paragraphs of ASA 315 which explain the interconnection 
between ASA 200, ASA 315 and ASA 330: 

“Introduction 

Scope of this Auditing Standard  

1. This Auditing Standard deals with the auditor’s responsibility to identify and 
assess the risks of material misstatement in the financial report. 

Key Concepts in this ASA [being a reference to ASA 315] 
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2. ASA 200 deals with the overall objectives of the auditor in conducting an audit of 
the financial report, including to obtain sufficient appropriate audit evidence to 
reduce audit risk to an acceptably low level. Audit risk is a function of the risks of 
material misstatement and detection risk. ASA 200 explains that the risks of material 
misstatement may exist at two levels: the overall financial report level; and the 
assertion level for classes of transactions, account balances and disclosures.  

3. ASA 200 requires the auditor to exercise professional judgement in planning and 
performing an audit, and to plan and perform an audit with professional scepticism 
recognising that circumstances may exist that cause the financial report to be 
materially misstated. Risks at the financial report level relate pervasively to the 
financial report as a whole and potentially affect many assertions. Risks of material 
misstatement at the assertion level consist of two components, inherent and control 
risk:  

· Inherent risk is described as the susceptibility of an assertion about a class 
of transaction, account balance or disclosure to a misstatement that could 
be material, either individually or when aggregated with other misstatements, 
before consideration of any related controls.  

· Control risk is described as the risk that a misstatement that could occur in 
an assertion about a class of transaction, account balance or disclosure and 
that could be material, either individually or when aggregated with other 
misstatements, will not be prevented, or detected and corrected, on a timely 
basis by the entity’s system of internal control.  

5. ASA 200 explains that risks of material misstatement are assessed at the 
assertion level in order to determine the nature, timing and extent of further audit 
procedures necessary to obtain sufficient appropriate audit evidence. For the 
identified risks of material misstatement at the assertion level, a separate 
assessment of inherent risk and control risk is required by this ASA. As explained in 
ASA 200, inherent risk is higher for some assertions and related classes of 
transactions, account balances and disclosures than for others. The degree to which 
inherent risk varies is referred to in this ASA as the ‘spectrum of inherent risk.’ 54 

6. Risks of material misstatement identified and assessed by the auditor include 
both those due to error and those due to fraud. Although both are addressed by this 
ASA, the significance of fraud is such that further requirements and guidance are 
included in ASA 240 in relation to risk assessment procedures and related activities 
to obtain information that is used to identify, assess and respond to the risks of 
material misstatement due to fraud.  

7. The auditor’s risk identification and assessment process is iterative and dynamic. 
The auditor’s understanding of the entity and its environment, the applicable 
financial reporting framework, and the entity’s system of internal control are 
interdependent with concepts within the requirements to identify and assess the 
risks of material misstatement. In obtaining the understanding required by this ASA, 
initial expectations of risks may be developed, which may be further refined as the 
auditor progresses through the risk identification and assessment process. In 
addition, this ASA and ASA 330 require the auditor to revise the risk assessments, 
and modify further overall responses and further audit procedures, based on audit 
evidence obtained from performing further audit procedures in accordance with ASA 
330, or if new information is obtained.  

8. ASA 330 requires the auditor to design and implement overall responses to 
address the assessed risks of material misstatement at the financial report level. 

 
54 ASA 200 A41 
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ASA 330 further explains that the auditor’s assessment of the risks of material 
misstatement at the financial report level, and the auditor’s overall responses, is 
affected by the auditor’s understanding of the control environment. ASA 330 also 
requires the auditor to design and perform further audit procedures whose nature, 
timing and extent are based on and are responsive to the assessed risks of material 
misstatement at the assertion level. (footnotes excluded)” 

194. ASA 315 goes on to detail requirements dealing with this risk assessment, 
commencing with paragraph 13, which provides: 

“Risk Assessment Procedures and Related Activities  

13. The auditor shall design and perform risk assessment procedures to obtain audit 
evidence that provides an appropriate basis for: (Ref: Para. A11–A18)  

(a) The identification and assessment of risks of material misstatement, 
whether due to fraud or error, at the financial report and assertion levels; and  

(b) The design of further audit procedures in accordance with ASA 330.  

The auditor shall design and perform risk assessment procedures in a 
manner that is not biased towards obtaining audit evidence that may be 
corroborative or towards excluding audit evidence that may be contradictory. 
(Ref: Para. A14)” 

195. As pointed out by Mr Thorn in paragraph 4.7 of his statement, paragraph 19(a) of 
ASA 315 requires that  

“19. The auditor shall perform risk assessment procedures to obtain an 
understanding of: 

(a) The following aspects of the entity and its environment: 

(i) The entity’s organisational structure, ownership and governance, and its 
business model, …”  

196. As already foreshadowed, ASA 330 deals with the auditor’s responsibility to design 
and implement responses to the risks of material misstatement identified and 
assessed by the auditor in accordance with ASA 315.  

197. Paragraph 3 of ASA 330 deals with “Objective” and states: 

“Objective  

3. The objective of the auditor is to obtain sufficient appropriate audit evidence 
regarding the assessed risks of material misstatement, through designing and 
implementing appropriate responses to those risks.” 

198. The specific requirements of the Standard are set out under the heading 
“Requirements” in paragraphs 5 to 30.  The Requirements are dealt with under the 
following sub-headings: 

(a) Overall Responses (paragraph 5); 

(b) Audit Procedures Responsive to the Assessed risks of Material Misstatement 
at the Assertion Level (paragraphs 6 to 23); 
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(c) Adequacy of Presentation Disclosure of the Financial Report (paragraph 24);  

(d) Evaluating the sufficiency and Appropriateness of Audit Evidence 
(paragraphs 25 to 27); and 

(e) Documentation (paragraphs 28 to 30). 

199. Thus, paragraph 18, upon which ASIC relies, appears under the heading “Audit 
Procedures Responsive to the Assessed risks of Material Misstatement at the 
Assertion Level”. 

200. That section commences with paragraphs 6 and 7, which provide: 

“6. The auditor shall design and perform further audit procedures whose nature, 
timing, and extent are based on and are responsive to the assessed risks of material 
misstatement at the assertion level. (Ref: Para. A4-A8; A43-A54)  

7. In designing the further audit procedures to be performed, the auditor shall:  

(a) Consider the reasons for the assessment given to the risk of material 
misstatement at the assertion level for each significant class of transactions, 
account balance, and disclosure, including:  

(i) The likelihood and magnitude of misstatement due to the particular 
characteristics of the significant class of transactions, account balance, or 
disclosure (that is, the inherent risk); and  

(ii) Whether the risk assessment takes account of controls that address the 
risk of material misstatement (that is, the control risk), thereby requiring the 
auditor to obtain audit evidence to determine whether the controls are 
operating effectively (that is, the auditor plans to test the operating 
effectiveness of controls in determining the nature, timing and extent of 
substantive procedures); and (Ref: Para. A9-A18)  

(b) Obtain more persuasive audit evidence the higher the auditor’s assessment of 
risk. (Ref: Para. A19)” 

201. Paragraphs 18 on which ASIC relies and 19 appear under the sub-heading 
“Substantive Procedures” and these paragraphs provide:   

“Substantive Procedures  

18. Irrespective of the assessed risks of material misstatement, the auditor shall 
design and perform substantive procedures for each material class of transactions, 
account balance, and disclosure. (Ref: Para. A43-A49).  

19. The auditor shall consider whether external confirmation procedures are to be 
performed as substantive audit procedures. (Ref: Para. A50-A53).” 

202. Guidance on paragraph 18 is included in paragraph A43, which states: 

“A43. Paragraph 18 requires the auditor to design and perform substantive 
procedures for each material class of transactions, account balance, and disclosure. 
For significant classes of transactions, account balances and disclosures, 
substantive procedures may have already been performed because paragraph 6 
requires the auditor to design and perform further audit procedures that are 
responsive to the assessed risks of material misstatement at the assertion level. 
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Accordingly, substantive procedures are required to be designed and performed in 
accordance with paragraph 18:  

• When the further audit procedures for significant classes of transactions, account 
balances or disclosures, designed and performed in accordance with paragraph 6, 
did not include substantive procedures; or  

• For each class of transactions, account balance or disclosure that is not a 
significant class of transactions, account balance or disclosure, but that has been 
identified as material in accordance with ASA 31555.7  

• This requirement reflects the facts that: (a) the auditor’s assessment of risk is 
judgemental and so may not identify all risks of material misstatement; and (b) there 
are inherent limitations to controls, including management override.” 

203. Paragraphs 26 and 27, upon which ASIC relies, appear under the heading 
“Evaluating the sufficiency and Appropriateness of Audit Evidence”. Paragraphs 25 
to 27 provide: 

“Evaluating the Sufficiency and Appropriateness of Audit Evidence  

25. Based on the audit procedures performed and the audit evidence obtained, the 
auditor shall evaluate before the conclusion of the audit whether the assessments 
of the risks of material misstatement at the assertion level remain appropriate. (Ref: 
Para. A62-A63)  

26. The auditor shall conclude whether sufficient appropriate audit evidence has 
been obtained. In forming an opinion, the auditor shall consider all relevant audit 
evidence, regardless of whether it appears to corroborate or to contradict the 
assertions in the financial report. (Ref: Para. A64)  

27. If the auditor has not obtained sufficient appropriate audit evidence related to a 
relevant assertion about a class of transactions, account balance or disclosure, the 
auditor shall attempt to obtain further audit evidence. If the auditor is unable to obtain 
sufficient appropriate audit evidence, the auditor shall express a qualified opinion or 
disclaim an opinion on the financial report.” 

204. Whilst we are dealing with ASA 330, we should set out the provisions on which ASIC 
relies in relation to Contention 7, concerning the requirement to document audit 
procedures, including overall responses to the assessed risks of material 
misstatement at a financial reporting level. These requirements relating to 
Documentation are contained in paragraphs 28 to 30, which provide:  

“Documentation  

28.  The auditor shall include in the audit documentation56:  

(a) The overall responses to address the assessed risks of material 
misstatement at the financial report level, and the nature, timing, and extent 
of the further audit procedures performed;  

(b) The linkage of those procedures with the assessed risks at the assertion 
level; and  

 
55 See ASA 315, paragraph 36 
56 ASA 230 Audit Documentation, paragraphs 8-11 and paragraph A6. 
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(c) The results of the audit procedures, including the conclusions where 
these are not otherwise clear. (Ref: Para. A65)  

29. If the auditor plans to use audit evidence about the operating effectiveness of 
controls obtained in previous audits, the auditor shall include in the audit 
documentation the conclusions reached about relying on such controls that were 
tested in a previous audit.  

30. The auditor’s documentation shall demonstrate that information in the financial 
report agrees or reconciles with the underlying accounting records, including 
agreeing or reconciling disclosures, whether such information is obtained from 
within or outside of the general and subsidiary ledgers.”  

ASA 500  

205. ASA 500 is another important auditing standard upon which ASIC relied. It is entitled 
“Audit evidence”. 

206. Paragraph 1 explains the scope of this Standard, as follows: 

“Scope of this Auditing Standard  

1. This Auditing Standard explains what constitutes audit evidence in an audit of a 
financial report, and deals with the auditor’s responsibility to design and perform 
audit procedures to obtain sufficient appropriate audit evidence to be able to draw 
reasonable conclusions on which to base the auditor’s opinion.”  

207. Paragraph 4 describes the objective as follows: 

“Objective  

4. The objective of the auditor is to design and perform audit procedures in such a 
way as to enable the auditor to obtain sufficient appropriate audit evidence to be 
able to draw reasonable conclusions on which to base the auditor’s opinion.” 

ASA 540  

208. ASA 540 was not relied upon by the parties in their submissions57, but Mr Bradley’s 
expert witness (Mr Thorn) made reference to it in paragraphs 13 and 14 of his report, 
both important paragraphs. 

209. ASA 540 relates to “Auditing Accounting Estimates and Related Disclosures”.  It 
expands upon the requirements of (amongst other things) ASA 315 and 330. 

210. However, as already noted, neither ASIC nor Mr Bradley relied upon ASA 540 in 
their submissions and we are not inclined to give consideration to its operation in 
the present case, notwithstanding Mr Thorn’s evidence. 

ASA 700 

211.  ASA 700 is entitled “Forming an opinion and reporting on a Financial Report”. 

212. Paragraph 1 provides: 

 
57 Cf T26 
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“Scope of this Auditing Standard 

1. This Auditing Standard deals with the auditor’s responsibility to form an opinion 
on the financial report. It also deals with the form and content of the auditor’s report 
issued as a result of an audit of a financial report.”  

213. Paragraph 17, on which ASIC relies, (together with paragraph 16) provide: 

“Form of Opinion  

16. The auditor shall express an unmodified opinion when the auditor concludes that 
the financial report is prepared, in all material respects, in accordance with the 
applicable financial reporting framework.  

17. If the auditor:  

(a) concludes that, based on the audit evidence obtained, the financial report as a 
whole is not free from material misstatement; or  

(b) is unable to obtain sufficient appropriate audit evidence to conclude that the 
financial report as a whole is free from material misstatement,  

the auditor shall modify the opinion in the auditor’s report in accordance with ASA 
705.” 

ASA 705 

214. ASA 705 is entitled “Modifications to the Opinion in the Independent Auditor’s 
Report”. 

215. Paragraph 1 provides: 

“Scope of this Auditing Standard  

1. This Auditing Standard deals with the auditor’s responsibility to issue an 
appropriate report in circumstances when, in forming an opinion in accordance with 
ASA 700, the auditor concludes that a modification to the auditor’s opinion on the 
financial report is necessary. This Auditing Standard also deals with how the form 
and content of the auditor’s report is affected when the auditor expresses a modified 
opinion. In all cases, the reporting requirements in ASA 700 apply, and are not 
repeated in this Auditing Standard unless they are explicitly addressed or amended 
by the requirements of this Auditing Standard.” 

216. Paragraphs 16 to 19, on which ASIC relies, provide:  

“Form and Content of the Auditor’s Report When the Opinion is Modified 

Auditor’s Opinion  

16. When the auditor modifies the audit opinion, the auditor shall use the heading 
“Qualified Opinion,” “Adverse Opinion,” or “Disclaimer of Opinion,” as appropriate, 
for the Opinion section. (Ref: Para. A17–A19)  

Qualified Opinion  

17. When the auditor expresses a qualified opinion due to a material misstatement 
in the financial report, the auditor shall state that, in the auditor’s opinion, except for 
the effects of the matter(s) described in the Basis for Qualified Opinion section:  
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(a) When reporting in accordance with a fair presentation framework, the 
accompanying financial report presents fairly, in all material respects (or gives a true 
and fair view of) […] in accordance with [the applicable financial reporting 
framework]; or  

(b) When reporting in accordance with a compliance framework, the accompanying 
financial report has been prepared, in all material respects, in accordance with [the 
applicable financial reporting framework]. When the modification arises from an 
inability to obtain sufficient appropriate audit evidence, the auditor shall use the 
corresponding phrase “except for the possible effects of the matter(s) ...” for the 
modified opinion. (Ref: Para. A20)  

Adverse Opinion  

18. When the auditor expresses an adverse opinion, the auditor shall state that, in 
the auditor’s opinion, because of the significance of the matter(s) described in the 
Basis for Adverse Opinion section:   

(a) When reporting in accordance with a fair presentation framework, the 
accompanying financial report does not present fairly (or give a true and fair view 
of) […] in accordance with [the applicable financial reporting framework]; or  

(b) When reporting in accordance with a compliance framework, the accompanying 
financial report has not been prepared, in all material respects, in accordance with 
[the applicable financial reporting framework].  

Disclaimer of Opinion  

19. When the auditor disclaims an opinion due to an inability to obtain sufficient 
appropriate audit evidence, the auditor shall:  

(a) State that the auditor does not express an opinion on the accompanying financial 
report;  

(b) State that, because of the significance of the matter(s) described in the Basis for 
Disclaimer of Opinion section, the auditor has not been able to obtain sufficient 
appropriate audit evidence to provide a basis for an audit opinion on the financial 
report; and  

(c) Amend the statement required by paragraph 24(b) of ASA 700, which indicates 
that the financial report has been audited, to state that the auditor was engaged to 
audit the financial report.”   

Summary 

217. The provisions of the above Auditing Standards are detailed and complex.   

218. Without purporting to reproduce the precise requirements, we can summarise the 
key provisions on which ASIC relies for the purposes of this Application, together 
with ancillary provisions, as follows: 

(a) The auditor is required to obtain reasonable assurance about whether the 
financial report as a whole is free from material misstatement, whether due 
to fraud or error; 

(b) Reasonable assurance is a high, but not absolute, level of assurance;  
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(c) It is obtained when the auditor has obtained sufficient appropriate audit 
evidence to reduce audit risk (that is, the risk that the auditor expresses an 
inappropriate opinion when the financial report is materially misstated) to an 
acceptably low level; 

(d) The auditor is required to exercise professional judgement and maintain 
professional scepticism throughout the planning and performance of the 
audit; 

(e) Amongst other things, the auditor is required to:  

i. identify and assess risks of material misstatement, whether due to 
fraud or error, based on an understanding of the entity and its 
environment, the applicable financial reporting framework and the 
entity’s system of internal control; 

ii. obtain sufficient appropriate audit evidence about whether material 
misstatements exist, through designing and implementing 
appropriate responses to the assessed risks; and 

iii. form an opinion on the financial report based on conclusions drawn 
from the audit evidence obtained; 

(f) The auditor’s risk identification and assessment process is iterative and 
dynamic. The auditor may be required to revise the risk assessments, and 
modify further overall responses and further audit procedures, based on audit 
evidence obtained from performing further audit procedures in accordance 
with ASA 330, or if new information is obtained; 

(g) Risks of material misstatement may exist at two levels: the overall financial 
report level; and the assertion level for classes of transactions, account 
balances and disclosures; 

(h) The auditor must establish an overall audit strategy and develop an audit 
plan and must update and change these as necessary during the course of 
the audit; 

(i) The auditor shall prepare audit documentation that is sufficient to enable an 
experienced auditor, having no previous connection with the audit, to 
understand: 

i. the nature, timing, and extent of the audit procedures performed to 
comply with the Australian Auditing Standards and applicable legal 
and regulatory requirements;  

ii. the results of the audit procedures performed, and the audit 
evidence obtained; and 

iii. significant matters arising during the audit, the conclusions 
reached thereon, and significant professional judgements made in 
reaching those conclusions; 

(j) The auditor must include in the audit documentation:  

i. the overall audit strategy;  
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ii. the audit plan;  

iii. any significant changes made during the audit engagement to the 
overall audit strategy or the audit plan and the reasons for such 
changes;  

iv. the overall responses to address the assessed risks of material 
misstatement at the financial report level, and the nature, timing, 
and extent of the further audit procedures performed;  

v. the linkage of those procedures with the assessed risks at the 
assertion level; and  

vi. the results of the audit procedures, including the conclusions 
where these are not otherwise clear;  

(k) In all cases when reasonable assurance cannot be obtained and a qualified 
opinion in the auditor’s report is insufficient in the circumstances for purposes 
of reporting to the intended users of the financial report, the Australian 
Auditing Standards require that the auditor disclaim an opinion or withdraw 
(or resign) from the engagement, where withdrawal is possible under 
applicable law or regulation. 

PART F – CONTENTIONS 1 to 5 - PLANNING AND DESIGN OF AUDIT 
PROCEDURES  

(a) Introduction  

219. The facts, matters and circumstances upon which ASIC relies (paragraphs 16 to 26 
of the ACO) relate most directly to the question of sufficient appropriate audit 
evidence, which is dealt with in Contentions 2 to 5. The Contention relating to the 
need to display professional scepticism and judgment (Contention 1) is inextricably 
linked to these matters.  Accordingly, we will commence by giving consideration to 
Contentions 1 to 5.  

220. Contentions 1 to 5 broadly involve two aspects of the audits: (a) planning and design 
of procedures and (b) execution of procedures. We will commence with the issues 
of planning and design, as these are, logically, the first relevant area of factual 
dispute. 

221. In relation to planning and design, as already foreshadowed, the Auditing Standards 
required the auditor: 

(a) To plan the audit with professional scepticism recognising that circumstances 
may exist that cause the financial report to be materially misstated (ASA 200 
paragraph 15 – Contention 1); 

(b) To exercise professional judgment in planning an audit of the financial report 
(ASA 200 paragraph 16 – Contention 1); and 

(c) To design audit procedures that were appropriate in the circumstances for 
the purpose of obtaining sufficient appropriate audit evidence (ASA 500 
paragraph 6 – Contention 5). 

222. The auditor was also required:  
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(a) To establish an overall audit strategy and develop an audit plan and to update 
and change these as necessary during the course of the audit; 

(b) To design risk assessment procedures to obtain audit evidence that provides 
an appropriate basis for the identification and assessment of risks of material 
misstatement58; 

(c) To design further audit procedures which are responsive to the assessed 
risks of material misstatement at the assertion level and the design of further 
audit procedures in accordance with ASA 33059; and 

(d) Irrespective of the assessed risks of material misstatement, to design 
substantive procedures for each material class of transactions, account 
balance, and disclosure60  

(e) To include in the audit documentation:  

i. the overall audit strategy;  

ii. the audit plan; and  

iii. any significant changes made during the audit engagement to the 
overall audit strategy or the audit plan and the reasons for such 
changes. 

223. The planning documents in the audit files suggest that PKF designed audit 
procedures to interrogate the assumptions underlying the values of the assets of 
the Schemes and Mutual Funds, including by obtaining valuations and assessing 
the valuers. 

224. Mr Bradley denies, as a matter of fact, that PKF planned the procedures set out in 
the planning documents. He asserted that it was not necessary for PKF to plan such 
procedures, (in particular, it was not necessary to plan procedures to interrogate the 
assumptions underlying the values of the assets of the Schemes and Mutual Funds). 
He asserted that he designed audit procedures from which he obtained reasonable 
assurance that the carrying value of the assets of the Schemes were not materially 
misstated, focussing on the Mutual Funds’ accounting for their financial assets in 
accordance with AASB 9. 

225. There are three issues which arise in relation to this topic: 

(a) Did PKF plan and design audit procedures and if so what procedures; 

(b) What did the Auditing Standards actually require PKF to do in the 
circumstances of the case; and 

(c) Were such audit procedures as planned by PKF sufficient. (We shall consider 
this issue by reference to both the plans in the audit documents and the plan 
asserted by Mr Bradley). 

226. For reasons which we set out below we are satisfied that: 

 
58 ASA 330 paragraph 6 
59 ASA 315 paragraph 13 
60 ASA 330 paragraph 18 
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(a) PKF planned and designed audit procedures to interrogate the assumptions 
underlying the values of the assets of the Schemes and Mutual Funds.  
These planned procedures were embodied in Planning Memoranda and 
certain other audit papers prepared by PKF in early September 2023; 

(b) PKF did not plan the audits in the way asserted by Mr Bradley; 

(c) The Auditing Standards required PKF to plan and design procedures to 
interrogate the assumptions underlying the values of the assets of the 
Schemes and Mutual Funds;  

(d) The audit procedures as planned by PKF were sufficient to satisfy the 
requirements of the Auditing Standards for the purposes of obtaining 
sufficient appropriate audit evidence to reduce audit risk to an acceptably low 
level, in light of the identified risk of material misstatement; and 

(e) If we are wrong in finding that PKF did not plan the audits in the way asserted 
by Mr Bradley, we are satisfied that Mr Bradley’s “plans” or planned approach 
did not satisfy the requirements of the Auditing Standards. 

(b) Did PKF plan and design audit procedures 

The evidence 

ASIC’s evidence 

227. ASIC’s position is that Mr Bradley failed to design audit procedures for the purposes 
of obtaining SAA evidence61 and failed to display professional scepticism and 
judgment as required by ASA 200 paragraphs 15 and 16 (which includes planning 
the audit).  

228. The evidence which ASIC adduced did not focus on planning, as such, but rather 
focused on the assertion that PKF and Mr Bradley failed to carry out the steps 
required to obtain SAA.  

Mr Bradley’s evidence 

229. Mr Bradley did not give evidence to the effect that the planning of the audit occurred 
as set out in the Planning Memoranda. He gave general evidence as to designing 
audit procedures without reference to these documents (or any other planning 
document in the audit file (and note the requirement for documentation of plans in 
ASA 230 paragraphs 2, 3 and 5 and ASA 300 paragraph 12)). Mr Bradley largely 
ignored the Planning Memoranda in his evidence.  

230. In paragraph 66 of his first Statement Mr Bradley asserted: “we took a risk-based 
approach to the 2023 financial year audits, focussing on potential for material 
misstatement in the financial report of each entity. The focus was on evaluating the 
carrying value of the investments in the Mutual Funds.”  

231. Mr Bradley asserted (in paragraph 18 of his ACR) that he designed audit procedures 
from which he obtained reasonable assurance that the carrying value of the 
Schemes’ assets were not misstated.  

 
61 ACO para 27(e). 
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232. In submissions, Mr Bradley said that he designed an audit approach which 
recognised that the Schemes’ funds were invested in the Mutual Funds and then 
assessed the carrying value of the assets of the Mutual Funds by reference to AASB 
9 (see paragraph 23 and 24 of his written submissions).  His evidence does not align 
completely with these submissions.  His key evidence was that the “focus” of the 
2023 audits was on evaluating the carrying value of the investments in the Mutual 
Funds (paragraph 66) and that the audit procedures consisted of 10 procedures set 
out in paragraph 67. It is at least implicit in Mr Bradley’s evidence that the plan was 
to adopt the approach of focusing on the carrying value of the assets of the Mutual 
Funds by reference to AASB 9 and also to carry out the 10 procedures which were 
the ones which he said were ultimately carried out. These included:  

(a) Obtaining financial statements of the Mutual Funds from Presidium, which 
were prepared by Apex;  

(b) Recalculating unit prices of the Mutual Funds based on those financial 
statements;  

(c) Consideration of Compliance Plan audit work including:  

i. by way of discussions with David Lloyd as to whether there were 
any indicators of impairment from the review of Complaints 
Registers, Breach Registers and minutes of AFL as the 
responsible entity; and 

ii. by way of discussions with Liam Murphy, including receiving 
confirmation from Liam Murphy that there were no significant 
issues that would affect the operations of the Registered Schemes 
and that a clean audit opinion would be issued in relation to the 
Compliance Plans;  

(d) Obtaining insurance and other appraisal information in relation to properties 
(not independent full valuations) held by the property trusts to confirm they 
were still investing in the property (ie the properties had not been sold);  

(e) Evidence of the existence of properties was obtained to support the overall 
assertion of management that the loans were used for construction or 
acquisition of properties, not to ascertain a definitive fair value of the 
properties;  

(f) Consideration of whether there were any indicators of impairment that would 
warrant further calculations of expected credit losses and impairment of Loan 
Notes, such as evidence of properties no longer being in the group, 
properties being destroyed or written off, or underlying private equity 
investments in distress;  

(g) Re-affirming title search information on a selection of the properties;  

(h) Assessing whether the Registered Schemes were continuing to operate as 
expected and consistent with our knowledge of the business gained over the 
past eight years of audits;  

(i) Consideration of external factors, i.e. no media as to potential issues as to 
the operations of the registered scheme;  
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(j) Obtaining fund administration documents from the fund administrators 
Presidium and Apex, including summary of investments unit prices across 
the various Mutual Funds; and  

(k) Noting that the Registered Schemes continued to take subscriptions during 
the 2023 financial year. Unit holdings were agreed to the 'Navigator' fund 
management system maintained by Apex.  

233. However, apart from the high-level assertion in paragraph 10 of the ACR, Mr Bradley 
gave no specific evidence about when, and in what way, he or PKF designed and 
planned audit procedures. For PKF to have planned these procedures, there must 
have been an occasion when PKF agreed or resolved or recorded a decision to 
carry out the planned procedures.  Mr Bradley gave no evidence of this.  He did not 
call any of the other PKF personnel as witnesses in his case.  

234. There was no planning memorandum or other audit working paper, which set out a 
plan to carry out these steps and, despite requests for the parties to direct us to 
relevant sections of the audit file where relevant, Mr Strong did not take us to 
documents said to be plans to carry out any of the above steps. It is clear to us that 
some of these steps were not planned at all (eg obtaining insurance information).  
Nevertheless, we will consider Mr Bradley’s case on the basis that his evidence 
should be read as a statement that PKF planned to carry out the audit procedures 
referred to in paragraph 18 of the ACR and planned to carry out the steps which he 
said were carried out in paragraph 67 of his First Statement. 

235. We should note that the matter in sub-paragraph (f) above encapsulates Mr 
Bradley’s key asserted approach of focussing on the carrying value of the Mutual 
Funds Loan Notes and assessing the value in accordance with AASB 9.  We will 
deal with this in more detail in our consideration section below. 

Objective documentary evidence 

236. Notwithstanding Mr Bradley’s evidence, there are a number of documents in 
evidence which suggest that PKF did design and plan audit procedures in relation 
to the value of the Schemes’ investments, including procedures interrogating the 
assumptions underlying the values of the assets of the Schemes and Mutual Funds, 
and including procedures to obtain property valuations. It must be reemphasised 
that the audit was performed by PKF, not Mr Bradley.  

237. At the outset, in this respect, we note that a key step required to be undertaken by 
the auditor in the planning stages of an audit is to gain an understanding of the entity 
being audited and its environment. We note, from the indexes of working papers in 
the audits, that the first document in Section 2 of the Audit files, under the heading 
“Plan the audit”, was document 2-100 “Understanding the entity (Nature and 
Environment)”, which, in the case of GMSF, Mr Bradley reviewed on 6 September 
2023. This document was prepared by Mr Joseph, who also prepared the Planning 
Memoranda referred to below. However, document 2-100 was not tendered. 

238. The key documentary evidence touching upon planning consists of the following 
documents: 

(a) The first is the planning memorandum for each audit (document 2-411, 
already extracted above), prepared by Mr Joseph on 30 August 2023 or 1 
September 2023, which includes the paragraph in red type, stating:  
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“The main area of risk identified from the initial planning is the 
overstatement of investments and recoverability of investments. In 
section D of the file, we will reconcile any holdings to the PAXUS 
(independent verification) holdings maintained by Apex Accounting and 
also verify the units value as at 30 June 2023 Additional evidence will 
also be in Section D to verify the recoverability of the investment through 
examining the investments ‘down” through the entities to the underlying 
asset, which is normally a building or property. Refer Section D”; 

(b) The second is the Agenda for the Audit Planning Meeting for each audit 
(document 2-421) which recorded documents to be tabled at the meeting.  
The only two documents which were referred to as “to be tabled” are the Audit 
Planning Memorandum (document 2-411) and a document called the 
Account Balance Risk Assessment and Structure (which does not appear to 
have been in evidence). Importantly document 2-411A (which we discuss 
below) is not referred to in the Agenda; 

(c) The third is the Audit Planning Meeting Minutes for each audit, which 
recorded a meeting between Mr Bradley and Mr Lloyd on 5 September 2023. 
The minutes explicitly refer to the above Planning Memorandum (document 
2-411), which must suggest that the Planning memorandum was available 
and discussed at the meeting. The Minutes do not refer to document 2-411A, 
referred to below; 

(d) The fourth is a document called Preliminary Analytical Review prepared by 
Mr Lloyd on 5 September 2023, which, for GMSF, stated “No risks have been 
identified that are in addition to those already identified in our audit plan” 
(which must be the planning memorandum prepared some 4 or 5 days 
earlier). This is confirmatory evidence, not only of the existence of the audit 
plan in the Planning Memorandum, but that Mr Lloyd was aware of the risks 
identified in the Planning Memorandum, and had given consideration to the 
nature of those risks on 5 September;   

(e) The fifth is the Risk Report for each audit. The relevant section of each risk 
report dealing with the risk of investment overstatement is extracted below: 

i. For GMSF:  

 

ii. For GDAF:  

 

iii. For GASF:   
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We note, in passing, that the GASF Risk Report also identified a risk in 
relation to management fee in the following terms, recording that 
“underlying assets are independently valued”: 

 

(f) The sixth is the Risk Response Program documents for financial assets (only 
two were in evidence, namely for GMSF and GASF, although the Working 
Paper Index for the GDAF audit records that there was a Risk Response 
Program for financial assets created by Mr Lloyd on 27 September 2023, and 
reviewed by Mr Bradley on 29 September 2023, and we consider that it is a 
reasonable assumption, having regard to the other similar documents in the 
file, that the Risk Response Program for GDAF was in similar terms to those 
for GMSF and GASF): 

i. For GMSF document D.10 : 

  

 

ii. For GASF Document D.10  

 

(g) The seventh is the “Working Paper index”62 for each audit. Mr Strong, on 
behalf of Mr Bradley, confirmed that these indexes contained every working 
paper in the respective audit files. The indexes record that on 30 August 
2023, as part of the task “Plan the Audit”, Mr Joseph created the Planning 
Memorandum. The Indexes for GASF and GDAF: 

i. records no other documents created at or about 30 August in 
relation to the audit plan or strategy. The only other documents in 

 
62 Exhibit R2, GDAF Folder 
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this area of the audit were the documents under the heading 
“Understanding the Entity” which were created by RJO on 1 
September 2023; 

ii. records that Mr Lloyd reviewed the Planning memoranda on 21 
September and that he created the document “Funds Investment 
Summary”; 

iii. records that Mr Bradley reviewed both documents on 22 
September 2023:  

 

iv. records, in the next section of the Working Paper Index, a heading 
“3 – Perform Risk Assessment Procedures” and thereafter the 
index lists the Risk Report document (extracted above) and 
records that Mr Joseph created this on 31 August 2023, that Mr 
Lloyd reviewed it on 21 September 2023 and Mr Bradley reviewed 
it on 22 September 2023; 

v. records a heading “Phase B Risk Response” and under this 
heading, there is a sub-heading “D – Financial Assets”. The Index 
lists a number of documents under this heading including the “Risk 
Response Program – Financial Assets” (extracted as the third 
document above) and the index records that Mr Lloyd prepared 
this on 27 September 2023 and Mr Bradley reviewed this on 29 
September 2023; 

vi. We note that the index for GMSF is slightly different and records 
document 2-411 as having been prepared by Mr Lloyd on 5 
September.  We have dealt with the preparation of this document 
in detail later in these reasons; 

(h) The eighth is an email chain in September 2023, including emails between 
Mr Lloyd and Mr Keating at Presidium. Those emails show that on 20 
September 2023, Mr Lloyd asked for valuations of the properties underlying 
the Schemes’ investments63.  Mr Keating initially informed him that “no 
valuations have been obtained and have not needed to be obtained”. (It is 
not clear what is meant by the latter assertion, as it would be a matter for 

 
63 Mr Bradley’s second statement, CB-13, CB-14. 
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PKF to decide whether or not they needed to be obtained; it is possible that 
Mr Keating meant that they had not needed to be obtained for other 
purposes, but this was not relevant to Mr Lloyd’s query). However, it seems 
obvious that Mr Lloyd persisted in seeking valuations because at 9:30 am on 
29 September 2023 (the day the audit report had to be signed), Mr Keating 
sent an email internally to Miranda Kruger saying: 

“In the email below is the list of properties that the auditor is trying to get 
some comfort on re their value. If you can provide a certificate of 
currency re the replacement value of the improvements on the land I’m 
hoping that will be sufficient. Could you send through asap so I can see 
if that’s gets us there. I’ll need to point to him that the land valuation is 
on top.” 

The fact that the issue of valuations was holding up the sign-off of the audit 
is also apparent from Mr Keating’s email later in the morning, in which he 
attached the insurance certificates and said: 

“I hope this gives you sufficient comfort now to release the audit 
reports.” 

(i) In our view, this evidence shows, first, that contrary to Mr Bradley’s 
assertions, PKF was seeking valuations and evidence as to the value of the 
properties. Mr Bradley’s assertion that PKF was only seeking evidence 
showing that properties were still owned, is inconsistent with this 
contemporaneous correspondence. Secondly, this evidence shows that PKF 
did not design audit procedures designed to obtain insurance certificates.  
The insurance certificates were raised by Mr Keating in response to Mr 
Lloyd’s request for valuations, in the hope that they would provide “comfort” 
as to the properties’ valuations. 

Submissions  

ASIC’s submissions 

239. As already indicated above, ASIC’s case on planning and design is that Mr Bradley 
failed to design audit procedures for the purposes of obtaining SAA evidence64 and 
failed to display professional scepticism and judgment in planning the audit. ASIC 
pointed to the fact that some of the above documents suggested that PKF proposed 
to undertake steps such as obtaining valuations, but ASIC did not expressly submit 
that PKF had planned to conduct the audit in accordance with the Planning 
Documents. 

Mr Bradley’s submissions 

240. Mr Bradley’s key written submissions were as follows: 

(a) Mr Bradley designed an audit approach for the FY23 Audits which recognised 
the structure of each audit entity and the environment in which it operated. 
Specifically, that audit approach:  

i. recognised that the Schemes’ capital was invested into Mutual 
Funds which acquired debt investments in other entities – who 

 
64 ACO para 27(e). 
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then made investments (in property and other assets) on their own 
account;  

ii. recognised that management’s estimates as to the “fair value” of 
the investments by the Schemes in the Mutual Funds was based 
on the net book value (also described as the net asset value or 
NAV) of the Mutual Funds as disclosed in the externally prepared 
unaudited general purpose financial reports (together with 
accompanying notes) of the Mutual Funds for the year ended 30 
June 2023 (Mutual Fund Financial Reports); and  

iii. assessed the risk of material misstatement of the carrying value of 
the Loan Notes and RCPS, as stated in the Mutual Fund Financial 
Reports, with proper regard to the requirements of the Auditing 
Standards and of AASB 9 – as the relevant accounting standard 
for both recognition and measurement of those financial assets as 
debt investments at “amortised cost”.  

(b) The above audit approach was confirmed by the Thorn Report65 as being 
consistent with what was required of Mr Bradley under the Auditing 
Standards. Specifically, the Thorn Report supports a finding that it was 
appropriate for Mr Bradley, in the conduct of the FY23 Audits, to design and 
implement procedures to assess the ‘fair value’ of the Schemes’ investments 
in the Mutual Funds by obtaining (or seeking to obtain) reasonable assurance 
as to the carrying value of the Loan Notes (or RCPS) as recognised and 
measured in Mutual Fund Financial Reports at ‘amortised cost’ in accordance 
with AASB 9.20 (paragraphs 13, 14.2 and 14.3); 

(c) This approach has two elements:  

i. firstly, that it was reasonable for Mr Bradley to accept, applying the 
applicable Auditing Standards that the general or customary 
treatment under AASB 9 on “initial recognition” was that the 
transaction price paid by the Mutual Funds for their investment into 
each of the Loan Notes and/or RCPS (i.e. the face value) was 
equal to the “fair value” of those debt investments; and 

ii. Secondly, that it was open for Mr Bradley to accept, applying the 
applicable Auditing Standards, that no impairment would be 
required to the carrying value of the Loan Notes and/or RCPS if Mr 
Bradley, exercising his professional judgement, was satisfied that: 

1. the investments in the Loan Notes and RCPS were 
performing as expected (e.g. that interest and dividends were 
being paid); and  

2. there was no evidence of a significant adverse change (for the 
period of the FY23 Audit) in the value of any of the underlying 
properties (or other assets) which were the effective collateral 
for the repayment of the principal amounts of the Loan Notes 
or RCPS, ((i) and (ii) together described by Mr Bradley as the 
“impairment indicators”).  

 
65 Expert Report prepared by Mr Thorn, tendered by Mr Bradley 
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(d) Mr Bradley’s evidence at the hearing would establish that he followed this 
two step approach and that he formed the view, based on SAA evidence, that 
in his words there was not a threshold of “impairment indictors” that would 
have required him to consider the quantum of any impairment of the Loan 
Notes or RCPS. [We will refer to this two step approach as the AASB 9 
Impairment Approach] 

241. This audit approach, as asserted by Mr. Bradley in his submissions, was not the 
same as the plan in the Planning Documents. Mr Bradley effectively submitted that 
the Planning Documents referred to procedures which were included in error. 

242. We note that although Mr Bradley said that he designed an audit approach which 
recognised the structure of each audit entity and the environment in which it 
operated, he did not tender document 2-100 “Understanding the entity (Nature and 
Environment)”, which was the first document in Section 2 of the Audit files, under 
the heading “Plan the audit”, and which, in the case of GMSF, Mr Bradley reviewed 
on 6 September 2023. This document was prepared by Mr Joseph, who also 
prepared the Planning Memoranda referred to below.  

243. As to the Planning Memoranda, when the Board referred Mr Strong to the Planning 
Memoranda, Mr Strong submitted that when those documents stated that the 
auditor would “verify the recoverability of the investment through examining the 
investment through the entities to the underlying asset, which is normally a building 
or property”, that there was no document showing that this had been done, that the 
auditors were not intending to verify, that that statement was apt to mislead, and 
that there were other statements in the planning section that gave a better idea of 
actually what was done66, including document 2-411A referred to below.   

244. We consider Mr Strong’s submissions further below. 

Consideration 

(a) What procedures did PKF design or plan?  

245. It should be borne in mind that in considering what procedures were designed for 
the audits, we are concerned with what “the auditor” designed, and the auditor was 
PKF, not Mr Bradley.  The question is: what procedures did PKF design or plan. 

246. Further, Mr Bradley was the only witness of fact called in his case.  But Mr Bradley 
was only one of three people who were on the team and involved in the performance 
of the audits by PKF. Indeed, according to Mr Bradley, he was only minimally 
involved; according to Mr Bradley, Mr Lloyd did 90% or 95% of the work on the 
audits67. 

247. Further, in considering what PKF planned, we need to assess the cogency of Mr 
Bradley’s evidence. Much of Mr Bradley’s evidence was in broad or conclusory form 
without providing a basis in his actual knowledge of the facts. An example of this is 
his statement that “an incorrect comment regarding the use of third parties to agree 
the values of property was posted in [the CaseWare program]”68. Absent probative 

 
66 T264 
67 Mr Bradley’s s 19 examination p 7. 
68 Mr Bradley’s first statement para 85 
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evidence of the basis for this conclusion, it is not persuasive evidence and is really 
in the nature of a submission, without evidentiary support. 

248. Sometimes, Mr Bradley’s evidence purported to be evidence about what other 
people knew, when there was no reason put forward to us about why those persons 
could not have given evidence (eg Mr Bradley’s statement about what Mr Lloyd 
knew in paragraph 60 of his First Statement). Against that, we have evidence in the 
form of contemporaneous documentary records, including the Planning Documents. 

249. The Board is not bound by the rules of evidence. However, in making findings of 
fact, we are entitled to assess and weigh the cogency of evidence adduced, and 
much of Mr Bradley’s evidence was high level and conclusory.   

250. The Planning documents contain evidence that PKF did, indeed, plan audit 
procedures and responses to identified risks.  In particular, the documents record 
that PKF: 

(a) Identified overstatement of the value of investments, amongst other things, 
as a risk; 

(b) Planned to respond to this risk by (amongst other things) examining the 
“investments ‘down’ through the entities to the underlying asset, which is 
normally a building or property”, and  

(c) Planned to obtain the valuations of properties and interrogate the underlying 
assumptions and assess the expertise and experience of the valuers.  

251. Most of the audit documents we have referred to above contain more than one sign-
off by a member of PKF, usually recording that the document was “prepared” by Mr 
Lloyd and/or Mr Joseph and was “reviewed” by Mr Bradley. Thus, in the case of Mr 
Bradley, he used the Caseware system on many occasions in relation to many of 
the documents referred to above, to enter his initials and the date to record that he 
had reviewed the document. 

252. In the course of oral submissions, Mr Strong was asked about the Planning 
Memoranda.  As already discussed, ASA 300 requires the auditor to prepare an 
audit plan and to document both the audit plan and any significant changes made 
to the audit plan, and the reasons for such change.  

253. Mr Strong was asked whether the Planning Memorandum was the planning of the 
audit procedures. He said that it was “one of the planning documents”69. He was 
then asked “where is the statement of the audit procedures which were planned”. 
He appeared to suggest that there was a document which was a better statement 
than the Planning Memorandum but “On its own, [the Planning Memorandum] would 
represent a statement of the planned procedures, but my submission is it doesn't 
quite capture the essence of what really was being done”. 

254. It was put to him that the Planning Memorandum was part of the planned procedures 
and that the auditor should have followed the plan. Mr Strong submitted “Yes, unless 
he hasn’t quite documented exactly what the plan was”. 

255. This was an unsatisfactory submission. There was nothing on the face of the 
Planning Memoranda to suggest that PKF had formulated a plan and then wrongly 
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documented it in the Planning Memorandum. Mr Strong’s submission amounted to 
reverse engineering a plan, by reference to the steps which he said were carried 
out in accordance with the plan. The Planning Memoranda set out planned 
procedures (or at least some of the planned procedures) and there were no clear or 
credible reasons identified by Mr Bradley to demonstrate that this plan was not 
adopted by PKF.  

256. Mr Strong then submitted that the steps required by the Planning Memoranda 
depended upon what was meant by the words “verify the recovery of the investment” 
and that this could “mean different things to different people”. Mr Strong ultimately 
submitted that what this meant was "Are there indicators of impairment?"70. 

257. We note that the actual terms of the description of the steps in the Planning 
Memorandum were that the auditor planned to “verify the recoverability of the 
investment through examining the investments ‘down’ through the entities to the 
underlying asset, which is normally a building or property”. We do not accept that 
this could be read as “Are there indicators of impairment?”, particularly in view of 
the technical meaning of “impairment” within AASB 9.  

258. Mr Strong was asked about how, if it were the case that these words meant 
something other than what they said, another experienced auditor who came to 
review the file could know what procedures were intended. He accepted that that 
was a problem but submitted that Mr Bradley had come to the Board and made an 
admission about the documentation. We note, however, that despite being asked to 
particularise the case about documentation, Mr Bradley did not identify the failure to 
document the plan as one of the failures. In any event, in our view, the problem went 
much deeper than this.  The question was: what factual conclusion about planning 
ought to be drawn from all the relevant evidence, bearing in mind that PKF must be 
assumed to have known that it was required to document the plan.  

259. Mr Strong submitted that another document headed “Funds Investment Summary” 
(to which we have referred above) showed what PKF actually meant to do by reason 
of the fact that it appeared in an index of working papers immediately following the 
Planning Memorandum with a related number.  

260. Due to the importance placed upon this document by Mr Bradley and its importance 
in working out what was done and not done in the course of the audits, we have 
undertaken a close examination of the evidence impacting its creation and use.  

261. The document is similar to the document provided to PKF by Mr Rushton, already 
discussed above (paragraph [69]), but it contains an additional annotation, which, it 
must be assumed, was added by PKF, in red type.  The document (with red 
colouring as in the original) read as follows71: 

“FUNDS INVESTMENT  

SUMMARY  

1. A client invests in the top level retail fund which you are auditing, the Global SRI 
All Seasons Fund (a registered managed investment scheme).  

 
70 T276 
71 Document G6, 2-411A Funds Investment Summary – and see para 96(c) of Mr Bradley’s first statement. 
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2. This fund then invests in an underlying wholesale fund, the Global SRI Social 
Impact Fund.  

3. This fund invests only in two things - cash and loan notes issued by the Social 
Impact Trust, which is an underlying Hybrid Trust (you have details of all these from 
Apex). This exact structure was adopted to deal with depreciation credits.  

4. Once Social Impact Trust receives these funds it does one of only two things. It 
holds the cash (for short periods), or, buys units in underlying fixed unit trusts which 
it wholly owns as a means of pushing funds down into these underlying structures. 
Separate fixed unit trusts are used for risk mitigation and also for stamp duty 
considerations, again upon advice of the above mentioned advisors.  

5. At the level of each fixed unit trust, for example, SDA Fiduciaries Pty Ltd ATF 
SDA Property Trust, a property is purchased, developed, built and tenanted.  

PKF Note: Loan notes are issued by the Social Impact Fund We need to consider 
the underlying investments underpinning the loan notes – consisting of the above 
properties and spending there-on. There were no indicators of impairment (ie 
properties are owned and fully let) that would cause a calculation of impairment. 
There have been no breaches of the terms of the notes to suggest they are 
impaired.” 

262. Mr Bradley did not give evidence that this document was created as part of the 
planning documents. In fact, he did not give any precise evidence about the date 
upon which this document was created or, in particular, the date on which the red 
print was included in the document. As already noted, this document (which was 
numbered 2-411A) was not referred to in the planning meeting agenda or the 
planning meeting minutes (in contradistinction to the Planning Memoranda). 

263. We consider that it is reasonable to infer that the red print was added after the 
creation of the black print on the document. The black print was created by or on 
behalf of Mr Rushton before the original document was provided to PKF. 

264. Mr Bradley gave evidence that this document was document D.01A and that it 
appeared in Section D of the GDAF and GASF audit files but appeared as document 
2-411A in the audit strategy section of the GMSF audit file72. Thus, far from giving 
evidence that the document was part of the Audit plan for the audits, his evidence 
was to the effect that the document was part of the audit work done in evaluating 
the carrying value of the investments in the Mutual Funds (documented in Section 
D)73.  

265. In fact, the document appears in two forms, albeit with virtually identical wording.  
The Working paper indexes list the document, first, in the planning section (“Phase 
A – Risk Assessment, Section 2 – Plan the Audit”) (with the number 2-411A) and 
secondly, in the audit procedures (“Phase B – Risk Response, D Financial Assets”) 
(with the number D.01A). 

266. The Working Paper indexes suggest that the document was only reviewed by Mr 
Bradley:  

(a) As document 2-411A: 

 
72 Mr Bradley’s First Statement paragraph 96(c) footnote 2 
73 Mr Bradley’s First Statement paragraphs 74, 95 and 96(c)  
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i. For GDAF on 22 September 2023; 

ii. For GASF on 26 September 2023; and 

iii. For GMSF on 22 September 2023; 

(b) As document D.01A:  

i. For GDAF on 26 September 2023; 

ii. For GASF on 29 September 2023; and 

iii. For GMSF not at all. 

267. Thus, there is no evidence of Mr Bradley having considered the document any 
earlier than 22 September, (ie one week prior to sign off) and as far as Mr Bradley 
is concerned, he did not review it as part of the audit planning. 

268. The Working Paper indexes also suggest that the document:  

(a) As document 2-411A, was prepared by Mr Lloyd: 

i. For GDAF on 21 September 2023; 

ii. For GASF on 21 September 2023; and 

iii. For GMSF on 5 September 2023; 

(b) As document D.01A, was neither prepared nor reviewed by Mr Lloyd at all.  

269. We consider that the entry for 5 September 2023 in the index for GMSF may well 
have been an error. The very terms of the document suggest that it was part of the 
procedures undertaken in the audit, rather than a planning document. We say this 
for the following reasons: 

(a) It seems clear that the first section of the document, in black, was prepared 
by Mr Rushton and provided to PKF (see paragraph 96(c) of Mr Bradley’s 
First Statement);  

(b) It seems clear, from the terms of the passage in red, that this was added by 
PKF subsequently; and 

(c) Although the first part of the passage in red type in the document (“Loan 
Notes are issued by the Social Impact Fund. We need to consider the 
underlying investments underpinning the Loan Notes – consisting of the 
above properties and spending there-on”) could be suggestive of a plan (and 
we note that it is entirely consistent with the approach in the Planning 
Memorandum), the second part of the passage in red type in the document 
(“There were no indicators of impairment (ie properties are owned and fully 
let) that would cause a calculation of impairment. There have been no 
breaches of the terms of the notes to suggest they are impaired”) are clearly 
suggestive of the results discovered after audit procedures had been 
undertaken after the planning stage and it is difficult to see how these 
statements could have been included on the document at the planning stage.  
Mr Bradley did not adduce any evidence to show that any procedures to 
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consider impairment were performed at or prior to the time of planning in 
early September. The thrust of his evidence was that consideration of 
impairment was part of the procedures undertaken during the course of the 
audits, documented in Section D. 

270. In the light of all the evidence (including the fact that Mr Bradley gave evidence that 
the document was part of the audit work done on evaluating the carrying value of 
the investments in the Mutual Funds, documented in Section D, and did not suggest 
that it was prepared as part of the audit planning process), we find that the document 
was not prepared as part of the planning process, and was not included within the 
files until, at the earliest, approximately 21 September 2023. This appears to be 
beyond doubt in the case of GDAF and GASF because the only evidence as to the 
actual date of preparation of the document in those audits is the indexes showing 
that the documents were prepared by Mr Lloyd on 21 September. 

271. In relation to document 2-411A in the GMSF audit, we find, for the reasons just 
given, that the entry in the index recording its preparation on 5 September was a 
mistake.  Alternatively, if we are wrong and the document was prepared on 5 
September for GMSF, we find that the document was nonetheless not part of the 
PKF planning because it was not listed in the documents to be tendered at the audit 
planning meeting in the Audit Planning Meeting Agenda (unlike the Planning 
Memorandum which was), it was not listed as one of the matters referred to in the 
minutes of the Audit Planning Meeting (unlike the Planning Memorandum which 
was) and it was not reviewed by Mr Bradley until 22 September 2023. 

272. There was no submission that there were any other documents on the audit file 
which superseded the Planning Documents. Mr Strong accepted that there was no 
other plan which amended the Planning Memoranda74. Accordingly, on the evidence 
before us, the Planning Memoranda were the primary documents on the audit files 
in which the auditor set out what the auditor planned to do in the audits, and the 
plans were not amended by document 2-411A. 

273. We also note that the auditor was required to carry out the following steps and 
procedures (amongst other things):  

(a) Identify and assess risks of material misstatement, based on an 
understanding of the entity and its environment, the applicable financial 
reporting framework and the entity’s system of internal control; 

(b) Design and implement appropriate responses to the assessed risks; and 

(c) Document the overall responses to address the assessed risks of material 
misstatement at the financial report level, and the nature, timing, and extent 
of the further audit procedures performed. 

274. We have already noted that Mr Bradley did not tender document 2-100 
“Understanding the entity (Nature and Environment)”. 

275. Insofar as Mr Bradley asserted that he designed an audit approach, he gave no 
evidence as to: 

 
74 T276 
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(a) The understanding of the entity and its environment that he gained by 
reference to document 2-100; and 

(b) The risks which he identified, what responses to the assessed risks were 
identified or where the responses to assessed risks were documented, on his 
version of a plan.  

276. In addition to the above, we note: 

(a) The Planning Documents record that the auditor considered it appropriate to 
recognise, as a “significant risk”, overstatement of the Schemes’ investments 
and that it was appropriate to respond to this risk by (amongst other things) 
examining “the investments ‘down’ through the entities to the underlying 
asset, which is normally a building or property”, to obtain the valuations of 
the properties, interrogate the underlying assumptions and assess the 
expertise and experience of the valuers; 

(b) This approach was an important matter and clearly an approach which 
someone within PKF had thought about and devised as the appropriate 
approach. It was not a minor matter which was likely to have been a 
computer-generated error and slipped into the document when it was created 
and been easily overlooked in the review; 

(c) The approach in the Planning Memoranda is reflected in quite a number of 
documents in evidence which, as already noted, were in each case “created” 
and “reviewed” separately by Mr Joseph, Mr Lloyd and/or Mr Bradley.  It is 
unlikely in these circumstances, that the approach which they created or 
reviewed was an error; 

(d) The Planning Documents were prepared largely by Mr Joseph. Mr Bradley 
gave evidence that he or Mr Lloyd reviewed every document prepared by Mr 
Joseph, save for one immaterial document75. In our view, one of the key 
documents prepared by Mr Joseph was the Planning Memorandum;  

(e) It is particularly difficult to accept that the passage in red text in the Planning 
Memoranda was something which was erroneously rolled over from a 
previous audit and not noticed. Whoever created this document or reviewed 
it must have noticed that passage, it being the only paragraph in red in the 
entire document.  It was a highlighted passage which appeared in three 
separate documents, ie the Planning Memoranda for each of the three 
Schemes;  

(f) The argument that the passage in red text was erroneously rolled over from 
a previous audit does not make sense.  If it was designed for a previous audit, 
the approach must have been relevant for a previous audit and if so, it 
remained relevant to the 2023 audits; and 

(g) It is to be borne in mind that the Planning Documents reflected a plan. The 
plan contemplated the existence of valuations. If PKF did not subsequently 
proceed to conduct the audit in accordance with the plan and/or did not obtain 
any valuations, this is no reason to conclude that they never planned to do 
so.  In fact, it appears that Mr Lloyd, at least, did attempt to obtain the 

 
75 Mr Bradley Second Statement para 15 
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valuations. Mr Bradley’s evidence (that the comment in the Risk Response 
Program is incorrect because it is inconsistent with the actual work done), is 
a non sequitur. 

277. For all of the above reasons, we reject Mr Bradley’s case that PKF did not plan to 
respond to the assessed risks in the way set out in the Planning Documents, in 
particular, the passage in red type in the Planning Memoranda. We find that PKF 
planned to take the steps set out in the Planning Documents. We find that PKF 
identified misstatement of the valuation of investments as a “significant risk” and 
recoverability of investments as a risk, and that the reasons for these assessments 
were the magnitude of the amounts and the nature of the related party investment 
structure. 

278. We also reject Mr Bradley’s case that PKF had an alternative plan to the plan set 
out in the Planning Documents. In particular, we reject the submission that PKF 
“designed an audit approach for the FY23 Audits” as set out in paragraph 23 of his 
written submissions. Apart from the overwhelming evidence of the plan as set out 
in the Planning Memoranda, one is driven to ask “If PKF designed this approach, 
where is the document which sets it out?”  Moreover, for reasons which we will come 
to, we are not satisfied that PKF or Mr Bradley actually carried out such an 
approach.  

(b) What did the Auditing Standards require in the circumstances? 

(i) Introduction  

279. The main thrust of ASIC’s case is that, having regard to the relevant circumstances 
applicable to the Schemes, PKF did not perform appropriate procedures (or design 
and plan such procedures) to obtain sufficient appropriate audit evidence required 
to obtain reasonable assurance that the financial reports as a whole were free from 
material misstatement. 

280. The main thrust of Mr Bradley’s case is that he did design (and carry out) an audit 
approach as just discussed. He said that he focussed on the value of the Mutual 
Funds’ assets and sought audit evidence as to whether there had been a significant 
increase in the credit risk of the issuer of the Loan Notes as at the end of FY2023. 
He said that he made the professional judgment that there was not, and therefore 
was not required to undertake further audit procedures which would otherwise have 
been required. 

281. We have already decided that PKF did not design audit procedures as asserted by 
Mr Bradley. 

282. However, in case we are incorrect, we will consider this issue on the two alternative 
bases, first, that PKF planned the audits as set out in the Planning Documents and 
secondly, that PKF planned the audits in the manner asserted by Mr Bradley.  

(ii) Evidence 

283. Apart from the evidence already considered in relation to planning, there are two 
additional areas of relevant evidence: the evidence of the circumstances confronting 
PKF at the time of the audits and the expert evidence of Mr Thorn, insofar as this 
dealt with the requirements of the standards in relation to planning.  
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284. We have already dealt with key circumstances existing at the time of the audits and 
we will deal with these further in the “Consideration” section below. 

285. We will deal with the expert evidence of Mr Thorn in this section.  

286. We should note that Mr Thorn’s evidence goes beyond issues directly relevant to 
the design and planning of audit procedures. At this point, we will give consideration 
only to:  

(a) Issues concerning the form of Mr Thorn’s Report; and  

(b) Aspects of his evidence which were relevant to appropriate planning. 

287. We consider that Mr Thorn was appropriately qualified to give expert evidence as to 
the practice of a reasonably competent auditor.  

288. However, we have some reservations about the way in which Mr Thorn’s report was 
prepared and drafted.  We should note at the outset, that our key reservations stem 
from the limited nature of the questions he was asked and the format of the report. 

Issues with the format of Mr Thorn’s report 

289. In order for an expert opinion to be useful, the expert should be provided with, and 
the expert should state, the facts and assumptions on which each of his or her 
opinions is based. The 15 November letter of instructions to Mr Thorn did not, in 
relation to each question asked, set out the facts or assumptions upon which Mr 
Thorn was asked to proceed in giving his opinion. Mr Bradley’s solicitors correctly 
instructed Mr Thorn (paragraph 54(f)) to “set out separately each of the factual 
findings or assumptions on which the opinion is based”, but it is difficult for the expert 
to do this, when the assumptions have not been provided in the instructions. In our 
view, the facts or assumptions on which Mr Thorn proceeded in expressing each of 
his opinions have not been set out in Mr Thorn’s report or certainly have not been 
set out in a way that enables us to understand what the various facts or assumptions 
were and which specific facts or assumptions were relied upon, in relation to each 
of the opinions expressed. This means that it is difficult, if not impossible, to discern 
the underlying facts or assumptions on which Mr Thorn bases each of his opinions, 
making it difficult if not impossible to analyse and assess the opinions. 

290. We note that there is a section in Mr Thorn’s report (“2. Information about the 
Schemes”) in which Mr Thorn appears to summarise certain facts about the 
Schemes and audits. In this summary, Mr Thorn identifies a few assumptions (eg 
paragraphs 2.9, 2.12, 4.2), but the fact that he identifies a small number of specific 
assumptions exacerbates the problem.  It is simply unclear whether there are 
additional assumptions he has made and, if so, what they are. His summary in 
Section 2 is not identified by him as a statement of facts and assumptions upon 
which he bases his opinions and, in any event, that summary is clearly not a 
comprehensive summary of the relevant circumstances facing PKF which would be 
relevant to set out as assumptions when considering the questions on which he was 
asked to opine.   

291. As already indicated, there is no statement, and certainly not a comprehensive 
statement in Mr Thorn’s report as to the assumptions which he made as to:  
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(a) The nature of the entity being audited and its environment (cf paragraph 4.7 
of his Report);  

(b) What risk assessment had been made by PKF; and 

(c) What the reasons for the making of such assessment were. 

292. Further, it is clear that Mr Thorn has not provided any opinion as to: 

(a) The understanding which any reasonably competent auditor ought to have 
gained about the nature of the entities and their environment, and why (cf 
paragraph 4.1 of his Report); 

(b) The risk assessment which any reasonably competent auditor ought to have 
made and what the assessed risks should have been; and 

(c) The reasons which a reasonably competent auditor would have identified for 
the making of such assessment. 

293. We also note: 

(a) Mr Thorn’s report states (paragraph 1.1) that he has prepared his report in 
accordance with the letters of instruction provided by Mr Bradley’s solicitors 
dated 22 July 2025, 5 November 2025 and 13 November 2025 (sic 2015). As 
far as we can tell, only the first two letters are in evidence and we are unable 
to determine how, if at all, Mr Thorn’s opinion is based upon, or impacted by, 
matters in the other letter; 

(b) The letter of instruction also instructs Mr Thorn (paragraph 54(g)) to include 
a list of material relied upon to prepare the report. This is not done, beyond 
referring to his letter of instructions;  

(c) Further, the letter of instructions contains a long list of documents provided 
to Mr Thorn. It is not clear which of these was relied upon by Mr Thorn to 
prepare his report. Further, it is clear that some of the documents in the list 
have not been tendered in this matter (see for example documents F1 to 63 
(63 emails between PKF and Presidium) and document G1 (letter to PKF 
Brisbane from the administrator of AFL)). Thus, Mr Thorn might have had 
reference to and relied upon documents which we have not seen; 

(d) Mr Thorn was provided with the entire audit file for each audit. Yet Mr Bradley 
did not tender the entire audit files in the matter and they are not before us.  
More troubling, Mr Thorn said, in giving oral evidence, that he had looked at 
the documents in the audit file “to the extent that I considered it necessary to 
respond to the questions”.  We have not been informed which documents 
these are. Thus, we have no idea which documents, out of numerous 
documents in the audit files, including documents not in evidence, were relied 
upon by Mr Thorn in expressing his opinions and in what way, if at all, they 
impacted his opinions; and 

(e) In cross-examination, Mr Thorn expressed the view that there was a lack of 
documentation in the audit files including the “documentation of the terms 
and conditions of the Loan Notes and the detailed documentation of the 
analysis of the properties in the funds the Mutual Funds invested in”. The 
terms and conditions of the Loan Notes were critical to a number of the 
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questions on which Mr Thorn was required to opine. The reference to the 
analysis of the properties suggests that Mr Thorn assumed that there was 
such an analysis but that this was not documented.  There is no statement in 
Mr Thorn’s report about the assumptions which he made as to the nature and 
extent of such an analysis.  

294. Two letters of instructions were sent to Mr Thorn, one on 22 July 2025 and one on 
5 November 2025. Each letter included a series of questions for Mr Thorn.  

295. As far as we can tell, Mr Thorn has only answered the questions in the second letter.  
There is nothing in the evidence which explains why Mr Thorn did not provide 
answers to the questions in the first letter. 

296. Finally, as already alluded to, Mr Thorn responded to a series of very confined 
questions. 

297. These matters have an impact on the utility of Mr Thorn’s report. 

Aspects of Mr Thorn’s report relevant to planning 

Section 1 - Introduction 

298. Mr Thorn’s report contains a short introduction in Section 1. In that Introduction, he 
stated: 

“1.10 There is considerable judgement involved in conducting audit work and 
in determining what represents sufficient appropriate audit evidence as there 
are different ways to achieve the required level of audit assurance, and the 
audit techniques and evidence may be specific to the client under audit.  

1.11 Accordingly, there is a level of judgement required in assessing the 
adequacy of the work. I have formed my opinions based on my view of what 
a reasonably competent auditor (referred to herein as an RCA) would have 
done at the relevant time.”  

299. We accept that there is a considerable amount of judgment in conducting audit work 
and, in particular, in designing appropriate audit procedures. 

Section 2 – Information about the Schemes 

300. As already discussed, Mr Thorn’s report continues with Section 2, “Information 
about the Schemes”.  Apart from a few exceptions, these matters are not stated to 
be assumptions upon which his opinions are based.  

Para 4 – Question (a) - Accounting for Loan Notes  

301. The first question posed to Mr Thorn (which bears upon the issue of planning) was: 

“4. Question (a) Accounting for Loan Notes 

Question. Was it consistent with the applicable Auditing Standards for Mr Cameron 
Bradley to design an audit approach, in considering the risk of material misstatement 
in the financial report of the carrying value of the financial assets of the Schemes, 
which recognised that the underlying Loan Notes and RCPS held by each of the 
Mutual Funds (in which the Funds held the equity units) were financial assets which 
were accounted for as debt instruments?” 
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302. We consider that this question was carefully drafted in a way which did not seek Mr 
Thorn’s opinion about the real question at issue. 

303. The real question here was: in view of the relevant circumstances which PKF 
identified, or should have identified, (including the nature of the entities being 
audited and their environment), what audit procedures would a reasonably 
competent auditor complying with the Auditing Standards have designed.  

304. As to Mr Thorn’s answer to the question, we note that the question was directed at 
the way in which the Loan Notes held by the Mutual Funds should be accounted for. 

305. Mr Thorn answered this question as follows: 

(a) He first stated that the investments by the Schemes in the Mutual Funds were 
in substance debt instruments and should be accounted for as such, although 
the decision as to whether to account for the investments by the Schemes as 
equity instruments or debt instruments was likely to make no difference to 
the valuation of these investments because fair value would be the same 
amount whatever they are called. This was because the fair value of an equity 
interest in a debt fund was calculated based on the value of the debt fund; 

(b) He assumed that the Loan Notes and RCPS invested in by the Mutual Funds 
were debt instruments although he had not seen the documentation of the 
terms of the Loan Notes; 

(c) He said that the Mutual Funds should account for the Loan Notes and RCPS 
that they held at fair value which would take into account the repayment or 
redemption value, the interest rate (or dividend rate for RCPS) and any 
expected credit loss;  

(d) He said that the Schemes should account for the equity in the Mutual Funds 
having regard to the valuation of the underlying assets of the Mutual Funds 
such that each equity unit’s fair value is its proportionate interest in the 
underlying Mutual Fund; and 

(e) He said that ASA 315 Identifying and Assessing the Risks of Material 
Misstatement was the auditing standard that required the auditor to gain an 
understanding of the entity and its environment in order to assess audit risks 
and establish a plan to address those risks. This required that the auditor 
understand the business model (ASA 315.19a). A reasonably competent 
auditor, in compliance with ASA 315 would have concluded that the 
investments held by the Schemes should have been accounted for as debt 
instruments because the underlying investments made by the Mutual Funds 
were in debt securities. 

306. We note that:  

(a) Mr Thorn’s answer concentrates on how the Schemes’ investments would 
have been accounted for, whereas he was asked about whether it was 
consistent with Auditing Standards for the audit approach to recognise that 
the underlying Loan Notes and RCPS “held by the Mutual Funds” were 
financial assets accounted for as debt instruments; and 
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(b) Whilst Mr Thorn made reference to the requirements of ASA 315.19a 
(including the obligation of an auditor to gain an understanding of the entity 
and its environment in order to assess audit risks and establish a plan to 
address those risks), Mr Thorn was not asked to address Mr Bradley’s 
compliance with these obligations, and did not do so. Further, Mr Thorn was 
not asked to assume that PKF had gained an understanding of the entity and 
its environment as set out in Document 2-100, prepared by Mr Joseph.  Mr 
Thorn did not comment on this document. 

307. In reality, Mr Thorn’s answer to Question 4 is of very little assistance on the question 
asked, (namely whether it was appropriate to design an audit approach which 
recognised that the Loan Notes comprising the significant asset of the Mutual Funds 
were financial assets accounted for as debt instruments (cf para 74 of Mr Bradley’s 
First Statement)). Mr Thorn “assumed” that the Loan Notes and RCPS were “debt 
instruments” because of their nomenclature and because this was consistent with 
the accounting applied in the unaudited financial statements of the Mutual Funds 
and because of his instructions, but he emphasised that he had not seen the 
documentation of the terms and conditions of the Loan Notes.  We note that there 
was no copy of the Loan Notes in the audit file and no copy of any auditor’s analysis 
of the terms of the Loan Notes in the audit file. 

308. We find that Mr Thorn’s evidence on this question is simply a conclusion based upon 
the assumption he has made and there is no cogent independent evidence 
supporting that assumption. Mr Bradley’s assertions, in his First Statement, about 
the terms of the Loan Notes are a conclusion without the supporting evidence, ie 
without a copy of the actual terms of the Loan Notes. 

309. In any event, even if we ignore these issues, the Answer to Question (a): 

(a) Says virtually nothing about the real question (which Mr Thorn was not asked 
to address) namely how the auditor ought to have planned to address the 
risk of material misstatement as to the carrying value of the financial assets 
of the Schemes; 

(b) Says nothing (because he was not asked) about how the audit approach 
ought to have been designed, even if it was appropriate to account for the 
Loan Notes and the RCPS of the Mutual Funds as debt instruments; and 

(c) Expresses his opinion without setting out the assumptions upon which his 
opinion is based 

310. In the circumstances, section 4 of Mr Thorn’s report (Question (a) and the response) 
does not constitute useful evidence. 

Paragraph 7 - Question (d) – use of the work of another auditor  

311. Question (d) was as follows: 

“Question (d) Use of work of another auditor  

Question Was it consistent with the applicable Auditing Standards for Mr Bradley to 
exercise his professional judgment by not designing and implementing audit 
procedures which, in his opinion, replicated (or substantially replicated) audit 
procedures which he reasonably considered would have been performed by other 
registered auditors in the preparation of their independent audit opinions?” 



 

 71 

312. Again, the question is asked as a general question, divorced from the assumption 
he should make as to the circumstances of the case. 

313. In answer, Mr Thorn stated that in his opinion, Mr Bradley did not need to replicate 
(or substantially replicate) audit procedures performed by other registered auditors 
provided that he could review evidence of the completion of those procedures and 
assess the independence and qualifications of the other registered auditors. He 
stated that a Compliance Plan audit was an audit performed under Australian 
auditing and assurance standards.  

314. Mr Thorn said that the audit approach should be documented in the file and drew 
an analogy with the work of a service auditor under ASA 402. He noted that the 
auditor in that case will assess the competence and independence, the adequacy 
of the relevant standards, the description of the controls, the sufficiency of the 
evidence and whether there are complementary controls. 

315. The Respondent made no submissions about how this opinion assisted in the 
circumstances of the present case. We assume that he would say that the opinion 
assists his case in relation to his asserted reliance on the Compliance Audit. We will 
give further consideration to this aspect when considering the Compliance audit 
below. 

316. As to the aspect of planning, to the extent that it is suggested that the fact that Mr 
Bradley understood that there would be a Compliance Audit and that this meant that 
PKF was not required to design appropriate audit procedures, including responses 
to assessed risks, we deal with this in our Consideration below. 

Paragraph 8 – Question (e) – Prior year evidence 

317. Question (e) was as follows: 

“8 Question (e) Prior year evidence 

Question - Was it consistent with the applicable Auditing Standards for Mr Bradley 
to rely on audit evidence obtained in relation to prior year audits of the Funds?.”  

318. Again, the question was asked in the broad, divorced from assumptions as to 
context. 

319. Mr Thorn stated that, in his opinion, evidence obtained in prior year audits can be 
used, provided consideration is given to whether it is still relevant and this is 
documented. He stated that by way of example, auditors did not retest the cost of 
assets acquired in a previous audit period.  

320. The Respondent relies upon this opinion in paragraph 44 of his Written 
Submissions. He notes the qualification that consideration needed to be given to 
whether the evidence obtained in prior years is still relevant and this was 
documented. 

321. The immediate problem with this evidence is: 

(a) The Planning Memoranda specifically recorded that “there is no reliance on 
audit evidence obtained in previous audits”; and 
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(b) There was no evidence that either PKF or Mr Bradley actually gave 
consideration to whether evidence obtained in previous years was still 
relevant (as opposed to evidence that Mr Bradley relied upon such evidence, 
see for example paragraph 88(b) and 89 of Mr Bradley’s First statement) and 
there is no documentation in the audit file recording that they had considered 
whether this was the case or not. 

322. We will give further consideration to this issue when dealing with reliance on 
evidence from previous audits below.  

323. As to the aspect of planning, to the extent that it is suggested that the fact that Mr 
Bradley was aware that there was audit evidence obtained in relation to prior year 
audits of the Funds meant that PKF was not required to design appropriate audit 
procedures, including responses to assessed risks, we deal with this in our 
Consideration below. 

(iii) Submissions insofar as they dealt with the requirements of the standards 
concerning planning 

ASIC 

324. ASIC’s key submission was that the audit procedures undertaken by PKF were 
inadequate. It is implicit in Contention 5 that ASIC contends that PKF should have 
planned for adequate audit procedures. ASIC’s position may be summarised as 
follows: 

(a) The Schemes sat at the top of a multi-tiered (at least 4 Level) investment 
apparatus, which was complex and involved an array of different funds and 
trusts76; 

(b) The vast majority of the Schemes’ assets were equity investments in the 
Mutual Funds77; 

(c) The assets of the Mutual Funds were principally, if not exclusively, comprised 
of debt instruments including Loan Notes and RCPSs issued by Level 3 
entities which in turn invested in further trusts78; 

(d) There was a governance relationship between the entities throughout the 
structure with AFL being the responsible entity for the Schemes whilst 
concurrently, AFL or one or more of its directors was involved in governance 
of the Level 2, 3 and 4 entities79; 

(e) Mr Lee Rushton was a director of AFL, signed the financial statements for 
both the Schemes’ financial statements and the Level 2 (Mutual Funds’) 
financial statements, and was a director and company secretary of the Level 
3 and Level 4 entities80; 

 
76 AOS para16 
77 ACO paras 13, 21, AOS paras 17 
78 AOS para 17. 
79 ACO para 14,  
80 ACO para 14, AOS para 18 
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(f) The fact that the entities were all related was identified by PKF/Mr Bradley in 
the audit files81; 

(g) The value of the Schemes was almost exclusively dependent upon the value 
of the debt instruments held by the Mutual Funds; 

(h) PKF and/or Mr Bradley identified the overstatement of investments and 
recoverability of investments as a main area of risk for the audits82; 

(i) In the circumstances, PKF and Mr Bradley were required to: 

i. undertake a substantive analysis of the value of the debt 
instruments83 including evaluating the Level 3 entities capacity to 
service the loans and the value of any collateral84; 

ii. interrogate the assumptions underlying the values produced on 
behalf of the Schemes and the Mutual Funds85; and 

iii. obtain strong probative evidence of the value of the debt 
instruments86; 

(j) The need to obtain independent evidence of the value of the debt instruments 
was exacerbated by the close governance relationship between the 
entities87.  

325. Again, it is implicit in ASIC’s case that PKF ought to have designed audit procedures 
and planned to undertake the steps just referred to.  

Mr Bradley 

326. Mr Bradley asserted that his approach complied with Auditing Standards by 
designing the audit approach referred to in paragraph 23 of his written submissions. 
He submitted that the Planning Documents were apt to mislead and were not 
intended to be carried out, (at least in respect of verifying the recoverability of the 
investment through examining the investments down through the entities to the 
underlying properties and obtaining the valuations and interrogating the underlying 
assumptions and experience and expertise of the valuers).  

327. His submissions included: 

(a) He accepted that the Auditing Standards required him to design and perform 
audit procedures that were appropriate in the circumstances for the purpose 
of obtaining SAA evidence88; 

(b) He said that audit procedures were designed which were consistent with 
established audit practice, based on the requirements of the Standards, in 

 
81 ACO Sch D par 4 
82 ACO Sch D, para 2 
83 AOS para 19 
84 AOS para 19, 22 
85 AOS para 24 
86 AOS para 19 
87 T 210, T211-12. 
88 ROOS para 12. 



 

 74 

relation to auditing the carrying value of financial assets that were debt 
instruments based upon amortised cost89; 

(c) Mr Bradley did not obtain (and, implicitly, was not required to plan to seek 
and obtain) external property valuations in order to support the carrying value 
of the financial assets of the Mutual Funds90. As Mr Strong put it, PKF was 
not required to value the loans but simply to ascertain whether there were 
signals of impairment; and 

(d) The question of performance of professional duties should be considered 
without the benefit of hindsight by considering the specific circumstances 
confronting Mr Bradley at the time of the FY23 audits91.  

(iv) Consideration   

328. As already foreshadowed above, the ASAs contain both an overarching obligation 
to design audit procedures that were appropriate in the circumstances for the 
purpose of obtaining sufficient appropriate audit evidence and more specific 
obligations:  

(a) To design audit procedures which were responsive to the assessed risks;  

(b) Irrespective of the assessed risks, to design substantive procedures for each 
material class of transactions, account balance, and disclosure; and 

(c) To plan the audit with professional scepticism and exercising professional 
judgment.  

329. It is certainly correct that in considering what was required in the present case, we 
need to bear in mind that the question will involve professional judgment and the 
question should be considered on the basis of the circumstances pertaining at the 
time, without the benefit of hindsight. 

330. In our view, it was correct for an auditor in the position of PKF to have planned the 
audit on the basis that the main risks were investment overstatement and 
recoverability of investments, that investment overstatement was a significant risk 
and that the reasons for the identification of these risks were (or at least included) 
the size of the investment (in excess of 90% of the Schemes’ investments were in 
the Mutual Funds) and the fact that the investments were in entities which were 
related parties to the responsible entity, AFL. 

331. Each of these reasons was actually identified by PKF in the audit papers. In our 
view, a reasonably competent auditor in the circumstances would have identified 
these risks. We consider it was also important to bear in mind that the Schemes’ 
funds were directed, by its responsible entity AFL, through a complex structure of 
related entities, without any security being provided in favour of the Schemes at any 
level.  In our view, the investment of approximately 90% of the Schemes’ assets into 
private entities related to the responsible entity, particularly where there was a 
layered investment structure involving discrete private entities related to the 
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responsible entity, was clearly a reason for making the risk assessments, 
particularly if professional scepticism were applied. We note: 

(a) The recoverability of investments was self-evidently a risk when virtually the 
entirety of the Schemes’ investments was directed into a single group of 
similarly constituted (private) Mutual Funds operated by the responsible 
entity, AFL, (with $83m being placed in just one of them) and then funnelled 
down through a chain of discrete related private entities; 

(b) The risk arising from the Schemes’ investments in parties which were related 
to the responsible entity was one which a reasonably competent auditor, 
exercising professional scepticism, would have identified. A structure such 
as this involving related parties can give rise to incentives to make estimates 
which might be different if there were no related parties; 

(c) The risk is exacerbated where, as here, the related party transaction was not 
a transaction with a single related counterparty but involved a chain of 
separate transactions whereby the Schemes’ funds were funnelled down 
through the chain, and whereby the assets of substantial value became 
increasingly disconnected from the Schemes, and the Schemes had no 
security to any property of substance, and no legal standing to pursue the 
related entities (other than the Mutual Funds).  

332. To elaborate the latter point, AFL invested the Schemes’ funds as trustee and was 
obliged to protect those investments and, if necessary, seek to recover them. But 
AFL’s only right to pursue or recover the investments as the responsible entity of 
the Schemes, was a right as against the Mutual Funds, ie a right to sue itself, as 
trustee of the Mutual Funds, to enforce the obligations owed to itself as the legal 
unitholder under the trust instruments constituting the Mutual Funds.  AFL, as 
responsible entity of the Schemes, had no standing to make a claim in relation to 
the transactions lower down the chain. In particular, it had no right to make a claim 
to the funds advanced by itself as trustee of the Mutual Funds under the Loan Notes 
issued by (for example) the Level 3 entity, Impact Fiduciaries Pty Ltd as trustee for 
the Social Impact Trust. Far less, did AFL as responsible entity of the Schemes, 
have standing to make a claim in relation to the equitable interests which Impact 
Fiduciaries Pty Ltd then acquired under the trust established by the Level 4 entity 
SDA Fiduciaries Pty Ltd as trustee for the SDA Property Trust. Far less still did AFL 
as trustee of the Schemes have any standing to make a claim to any interest in the 
property at 6 Gilmour Lane Southport, and other properties acquired by SDA 
Fiduciaries Pty Ltd utilising the funds which it had acquired when the SDA Property 
Trust was established.   

333. In addition to the matters upon which PKF relied in identifying the risks, it was the 
case (as known to Mr Bradley and as was evident in the financial statements of the 
Mutual Funds, known by PKF), that not all interest was being paid on the Loan 
Notes.  

334. Whilst PKF expressly recognised that the related party relationship between the 
Schemes and the other entities gave rise to a risk, Mr Bradley did not appear to 
understand this risk. He was asked an open question in cross examination as to 
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how the related party relationship impacted the planning and performance of the 
audits and Mr Bradley responded92:   

“I think it does. It, obviously being a related party that the entities are doing, the 
ultimate structure is a result of what that entity is looking to achieve.  The - it does 
give credence that the ultimate properties underneath the infrastructure in level 4 
and level 3 - or level 4, I think, is only the properties - is - that should there be any 
distress in the loans, that they would be used.  They weren't encumbered, so they - 
there would be - they would be able to pay any debt through the sale of that property 
without any other encumbrances and that they would be able to do that because the 
structure is all related. They would have to call another party.  So I see the point, 
and that's probably it.  Is there any other, I think, other than the planning that they - 
that they're preparing.  We did look that they were independent trust administrators 
being involved; it wasn't just purely internal going, going through.  So they had 
external parties performing those duties.  Obviously, there's related parties.  There's 
concern with related party work as far as any investments in the funds via those 
entities, whether there was any, looking at the management fees, for example, 
making sure they weren't overcharging for management fees, et cetera.  That kind 
of related party that could be involved in a structure like that.  So yeah.” 

335. Apart from recognising that the involvement of related parties in the management of 
the Schemes might be an issue (eg overcharging for management fees), Mr Bradley 
did not appear to see any concern about the fact that the funds of the Schemes 
were invested into the responsible entities’ related entities.  Rather, he seemed to 
regard the related party investment structure as a positive matter, on the basis this 
would result in the ultimate properties being available in the event that there was 
distress in Loan Notes.  We consider that this view demonstrated a fundamental 
lack of understanding of the nature of conflict or related party risks.  

336. On the other issue of concern (the multi layered structure whereby funds were 
effectively passed through a chain of related entities) Mr Strong, for Mr Bradley, 
submitted that there was nothing unusual about the adoption of a structure involving 
special purpose vehicles to hold the properties, where there were reasons to 
segregate ownership such as stamp duty considerations or the desire to manage 
commercial risk. This does not address the real issue. The immediate concern about 
a structure of this nature is how this type of multi-layered structure impacted risk of 
misstatement.   PKF was required to obtain reasonable assurance about the value 
of the Schemes’ investments, which consisted of units in unaudited private Mutual 
Funds, where the proceeds of funds were passed down the chain through a series 
of apparently uncapitalised private companies and ultimately into private special 
purpose vehicle property trusts and into property, over which the Schemes had no 
security. Indeed, the Schemes had no legal standing at all against any of lower level 
entities.  

337. Having identified recoverability of investments, investment overstatement and 
related parties as risks, PKF was obliged to design audit procedures which were 
appropriate in the circumstances for the purpose of obtaining sufficient appropriate 
audit evidence, and which were responsive to the assessed risks of material 
misstatement, taking into account the reasons for the assessment. PKF was 
required to do so, employing professional scepticism. We note that PKF was 
required to identify risks based upon (amongst other things) an understanding of 
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“the entity and its environment” “in order to assess audit risks and establish a plan 
to address those risks”93.  

338. As already foreshadowed, there were certain features of the “entity and its 
environment” which were important in designing procedures: 

(a) First, the substance of the Schemes’ investments was an investment in a 
structure designed to fund the responsible entity’s related entities’ property 
developments. As Mr Bradley himself stated, “the ultimate structure is a result 
of what that entity is looking to achieve”. In our view, it was artificial to treat 
the Schemes’ investments as, in substance, no more than an investment in 
Mutual Funds, so that the auditor needed only to focus on the correct 
accounting for the value of the Mutual Funds’ assets; 

(b) Secondly, PKF was auditing the financial statements of the Schemes. These 
were registered schemes whereby the responsible entity was accepting 
funds from the public and obliged to deal with those funds as trustee for the 
investors; and 

(c) Thirdly, a combination of the first and second points above meant that the 
substance of the investment was the investment by a trustee of a managed 
investment scheme into an investment structure owned and controlled by the 
responsible entity or its related entities, and effectively an investment into 
their property trusts, real property or property developments (albeit through 
a complex structure of intermediate investments in related entities).   

339. In our view, a reasonably competent auditor, in the circumstances, would have 
designed audit procedures which interrogated the assumptions underlying the 
values of the Schemes’ investments as presented by AFL in the Financial 
Statements. In doing so, the auditor would have recognised the substance of the 
investment as described above and that the only assets of substance underpinning 
those values were the properties or construction projects acquired by the Level 4 
entities. There was no evidence before us to suggest that any of the entities in the 
structure had any assets other than the choses in action which arose from the 
staged transfer of funds from the Schemes down the chain into the Level 4 entities. 

340. In our view, a reasonably competent auditor in the circumstances would have 
planned procedures designed to obtain evidence that the recoverability of the 
Schemes’ investments was supported by the value of the properties, and not simply 
approached the audits in the way Mr Bradley asserted they were approached.  In 
our view, the procedures would have included procedures to obtain evidence of the 
current ownership, reliable evidence of the fair value of the properties and evidence 
of the availability of the properties to support the Schemes’ investments.  

341. Procedures to acquire evidence of value would include (as PKF, in fact, planned) 
obtaining the trustee’s current valuations of the properties, and examining the 
quality of the valuations.  Insofar as the properties involved development and 
construction, the procedures would involve assessment of the current state of the 
development and any feasibility studies.  

342. Bearing in mind that the auditor’s risk identification and assessment process is 
iterative and dynamic, the auditor would know that they may be required to modify 
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responses and procedures if new information was obtained. In the event of formal 
valuations being unavailable, the auditor would need to design alternative 
appropriate procedures, for example requesting from management alternative 
appropriate evidence of value.  

343. Of course, the auditor would have exercised professional judgment in planning the 
audit procedures and a reasonably competent auditor may have devised alternative 
approaches to those we have identified above. However, in our view, the approach 
put forward by Mr Bradley was insufficient.  

344. There was no expert evidence adduced before us dealing with what audit 
procedures a reasonably competent auditor in the relevant circumstances would 
have designed, having identified the risks as investment overstatement, 
recoverability and related parties.   

345. In particular, in our opinion, Mr Thorn’s report did not provide such evidence. Mr 
Thorn was not asked to express his opinion about what a reasonably competent 
auditor would or would not have done in relevant assumed circumstances. In 
particular:  

(a) Mr Thorn was not asked to assume, and did not state that he assumed, that 
PKF had identified recoverability of investments as a risk and investment 
overstatement as a significant risk and that the reasons for this were the facts 
that almost the entirety of the Schemes’ funds had been invested in the 
Mutual Funds, and the investments being held in related parties’ trusts; 

(b) Mr Thorn was not asked to state his opinion as to what types of audit 
procedures a reasonably competent auditor would have designed in such 
assumed circumstances; 

(c) There is nothing in Mr Thorn’s Report to show that Mr Thorn had been asked 
to consider, or had turned his mind to the significance of the fact that the 
investment structure involved, in substance, funnelling funds down through 
four layers of private companies related to the responsible entity, so that the 
substance of the Schemes’ investments were investments in the responsible 
entity’s related parties’ property trusts and construction projects. Mr Thorn 
expressed the view that the substance of the Schemes’ investments were 
“debt instruments” because all the investments made by the Mutual Funds 
were in debt instruments94. But in our view, this did not represent the true 
picture. PKF needed to gain an understanding of “the entity and its 
environment” “in order to assess audit risks and establish a plan to address 
those risks”95. In our view, a reasonably competent auditor would have 
understood that the substance of the Schemes’ investments were as we have 
described above; 

(d) There is nothing in Mr Thorn’s Report to show that Mr Thorn had been asked 
to consider, or had turned his mind to the significance of the fact that all of 
the investments by the responsible entity were made into entities which were 
related parties; We have concerns that Mr Thorn’s statement did not contain 
a fulsome statement of all matters relevant to his views.  We repeat our 
concern about the constrained nature of the questions asked and answered. 

 
94 Mr Thorn’s Report paragraph 4.1. 
95 ASA315 para  



 

 79 

For example, we note that in cross-examination, Mr Thorn said that he 
noticed a lack of documentation on the audit file, including the absence of 
detailed documentation of the “analysis of the properties in the funds the 
Mutual Funds invested in”.  It appears to follow from this answer that Mr 
Thorn believed that there should have been such an analysis. But because 
Mr Thorn was asked very constrained questions, this kind of detail was not 
addressed in Mr Thorn’s Report.  There was no evidence from Mr Bradley 
stating that one of the audit procedures he designed was to undertake an 
analysis, with detailed documentation, of the properties which the Mutual 
Funds invested in and why this was required.  Indeed, such a procedure 
would have been inconsistent with his approach; and 

(e) Importantly, in this context, we note that one of the key questions posed to 
Mr Thorn (Question (a) in paragraph 4) was whether it was consistent with 
the applicable Auditing Standards for Mr Bradley to design an audit 
approach, in considering the risk of material misstatement in the financial 
report of the carrying value of the financial assets of the Schemes, which 
recognised that the underlying Loan Notes and RCPS held by each of the 
Mutual Funds (in which the Funds held the equity units) were financial assets 
which were accounted for as debt instruments.  We have already analysed 
this question and his answer above and note that he did not appear to answer 
the question asked.  However, whatever the true effect of Mr Thorn’s answer 
is, in our view the question did not address the important matter, namely the 
nature of appropriate audit procedures in the actual circumstances 
confronting PKF, an investment structure where the substance of the 
Schemes’ investments were investments of more than 90% of the Schemes’ 
assets in the responsible entity’s related parties’ property trusts and 
construction projects.   

346. Mr Thorn gave evidence, (in resisting the proposition that it was necessary to assess 
the value of the properties or construction projects) that “It’s not like a property trust 
where you want to get the value right, whether it’s up or down”96. But in our view, in 
substance, the Schemes’ investments were analogous to investments in a property 
trust, being investments in a structure which was set up primarily to fund 
investments into AFL’s related entities’ property acquisitions or developments. As 
Mr Bradley himself stated, “the ultimate structure is a result of what that entity is 
looking to achieve”. 

347. We do not consider that Mr Thorn’s evidence in answer to Question (d) “Use of the 
work of another auditor” (already discussed above) meant that PKF was not required 
to plan procedures of the type we have identified above. A Compliance Plan Audit 
performed a very different function from the audits of the financial reports of the 
Schemes and the prospect of a Compliance Plan audit could not justify PKF in 
refraining from planning procedures of the type we have identified above to respond 
to the assessed risks. 

348. Similarly, we do not consider that Mr Thorn’s answer to Question (e) “Prior Year 
evidence”) meant that PKF was not required to plan procedures of the type we have 
identified above. The planned procedures we have identified were necessary to 
respond to the assessed risks and there was no evidence that PKF had obtained 
evidence from prior years which made these procedures unnecessary.  
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349. Mr Bradley sought to support his argument on this issue by reference to two sections 
of Mr Thorn’s report, dealing with Questions (j) and (k). 

350. Question (j) is as follows: 

“13. QUESTION (j) Investment cost on initial recognition  

Question - Was it consistent with the applicable Auditing Standards for Mr Bradley 
to accept that the fair value on initial recognition of the Loan Notes and Preference 
Shares was their investment cost – in circumstances where Mr Bradley, having 
made enquiries of management, having reviewed the accounting records of the 
Funds (and the Mutual Funds), and having noted, inter alia, the reported compliance 
by the Responsible Entity in the Compliance Plan for each Fund? “ 

351. Mr Thorn answered this question in the affirmative as follows: 

“Response Yes – AASB 9 accepts that cost will often represent the best estimate 
of fair value on initial recognition and it was, in my opinion, reasonable for Mr Bradley 
to have accepted it. See AASB 9. 5.1 and the guidance in B5.1.1- “the fair value of 
a financial instrument at initial recognition is normally the transaction price”. ASA 
540 paragraph 22 explains that the auditor must evaluate how management made 
an estimate used in financial reporting and the process described in the question 
was, in my opinion, in compliance with the standard.”   

352. We do not consider that this answer provides any convincing support for the 
proposition that the planned procedures were not required.  In the first place, the 
question is a very constrained question. The question was asked without setting out 
an accurate summary of the surrounding circumstances as factual assumptions 
which Mr Thorn was asked to adopt and it was asked in the form “was it consistent 
with applicable standards”. The fact that a particular procedure is “consistent” with 
Auditing Standards, says virtually nothing about whether it is sufficient and, in any 
event, without knowing the underlying assumptions upon which this answer was 
based, we do not consider that the answer provides any meaningful support for Mr 
Bradley’s approach. 

353. Further:  

(a) The question was addressed to whether Mr Bradley could accept that 
investment cost was the fair value of the Loan Notes and Preference Shares 
on initial recognition. Initial recognition was the first step in the process 
required by AASB 997, so the answer provides no support for Mr Bradley 
accepting that cost would remain appropriate in subsequent reporting 
periods; and 

(b) Mr Thorn emphasised that ASA 540 paragraph 22 required the auditor to 
evaluate how management made an estimate. Mr Thorn does not identify 
what estimate he is referring to or refer to factual assumptions showing how 
Mr Bradley evaluated how management made such an estimate. The matters 
listed in the question do not describe evaluation of this matter.  The 
references to making “enquiries of management” and “having reviewed the 
accounting records of the Funds (and the Mutual Funds)” are so general and 
imprecise as to have no utility. The reference to “having noted, inter alia, the 
reported compliance by the Responsible Entity in the Compliance Plan for 
each Fund” is similarly unhelpful.  We are not told what the “inter alia” is a 
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reference to. There is no explanation about how or why noting compliance 
with the Compliance Plan relates to evaluating how management made an 
estimate.  

354. In our view, any plan to concentrate on whether the Mutual Funds had been correctly 
accounted for under AASB 9 was not sufficient to address the assessed risks. To 
the extent that Mr Thorn expresses the opinion that, by reason of the matters 
identified in the answer to question (j), Mr Bradley complied with the Auditing 
Standards at issue in this Application, we do not accept that opinion. 

355. Question (k) was another important question and we set out the question and 
answer in full below: 

 “14. QUESTION (k) Valuation of underlying assets 
 
Question -In considering the Management Representation that the Loan Notes 
and Preference Shares were not impaired was it a requirement of the applicable 
auditing standards that Mr Bradley obtain or seek to obtain external, third-party 
valuations of underlying real property assets? 
 
Response 
 
14.1 Applicable auditing standards do not mandate external valuations. The 
auditor needs to make a judgement as what is sufficient [sic] appropriate audit 
evidence. Neither ASA 330 nor ASA 540 require that security valuations are 
obtained. 
 
14.2 In assessing the valuation of Loan Notes the auditor will generally consider 
the entity’s approach to the risk of impairment of the Loan Notes and the entity’s 
method of estimating the expected credit loss (as required by AASB 9). 
 
14.3 An initial step would be to determine whether the loan is “performing” – 
whether interest due has been received on time. If the loan is performing in most 
cases the auditor would not consider it necessary to assess the underlying security 
valuation unless there was evidence of a significant adverse change in market 
conditions that would affect the security valuation. 
 
14.4 In my opinion, an RCA performing the audit of the Schemes would determine 
whether interest or dividends had been received on time. The RCA would also 
consider whether there was evidence of a significant adverse change in the 
valuation of the underlying security having regards to factors such as the progress 
of the projects. If there was evidence of such significant adverse change, 
consideration would be given to obtaining additional audit evidence which may 
include external valuations.” 

356. We consider this evidence as follows: 

(a) We have already dealt with the first aspect of Mr Thorn’s answer, that 
Auditing Standards do not mandate external valuations. This can be 
accepted as a broad generality but it begs the question about whether, in the 
relevant circumstances of the present case (which were not considered or 
identified in Mr Thorn’s answer), appropriate audit procedures required 
external valuations or some other meaningful evidence of value to underpin 
the value of the Schemes’ investments; 
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(b) The question focused on the valuation of Loan Notes in accordance with 
AASB 9 and, for reasons already explained, we do not consider that this 
approach was sufficient; 

(c) To the extent that the procedures under AASB 9 are relevant, Mr Thorn 
expressed the view that the auditor will generally consider the entity’s 
approach to the risk of impairment of the Loan Notes and the entity’s method 
of estimating the expected credit loss. There is no evidence before us that 
Mr Bradley planned to carry out these steps. We are unaware, from the 
evidence, about what the Mutual Funds’ approach to the risk of impairment 
of the Loan Notes was or the Mutual Funds’ method of estimating the 
expected credit loss was; 

(d) Critically, Mr Thorn stated that an initial step was to consider whether the 
loan was performing. It is not clear to us that Mr Bradley planned to give 
consideration to this step.  In our view, at a minimum, it was necessary to 
plan to undertake this procedure. We deal with this further in the next section, 
when dealing with whether Mr Bradley actually performed necessary 
procedures but, it was the case, as Mr Bradley knew, that not all interest had 
been received in relation to the Loan Notes. In those circumstances, Mr 
Bradley was aware of a matter which required PKF to go further.  Mr Bradley 
attempted to downplay this on the basis that this was “not unusual for loans 
in relation to property” because it takes time for developments to be 
completed and brought to their intended use98. We find this evidence 
unconvincing and inconsistent with the approach required of an auditor 
complying with the standards, including the requirement to maintain 
professional scepticism; and 

(e) Mr Thorn stated that the auditor would also consider whether there was 
evidence of a significant adverse change in the valuation of the underlying 
security having regards to factors such as the progress of the projects.  Mr 
Bradley does not include such a procedure in the procedures which he said 
were undertaken in the 2023 audit in paragraph 67 of his First Statement, or 
give evidence that PKF had a plan to undertake such a procedure. 

357. Ultimately, there was nothing in Mr Thorn’s report which causes us to alter the view 
we have expressed in paragraphs 340-341 above. 

(c) Were the audit procedures planned by PKF sufficient? 

The audit procedures in the PKF planning documents were sufficient 

358. On the facts as we have found them, PKF did plan to carry out procedures of the 
type which were required.  We have referred a number of times to the Planning 
Documents, which identified the main area of risk as the overstatement of 
investments and recoverability of investments and which planned to obtain 
(amongst other things) evidence to verify the recoverability of the investment 
through examining the investments down through the entities to the underlying 
asset, normally a building or property.  Other documents referred to the fact that the 
auditors would obtain the independent valuations of the properties and interrogate 
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the underlying assumptions by assessing the expertise and experience of the 
valuers. 

359. In those circumstances, we are not satisfied that PKF failed to plan the audits in 
accordance with the requirements of relevant Auditing Standards. In those 
circumstances, we do not find that Mr Bradley failed to ensure, in this respect, that 
the audits were carried out in accordance with Auditing Standards. In the 
circumstances, we do not find that Mr Bradley has failed to carry out or perform the 
duties of an auditor, in this respect. 

Plan to perform the procedures put forward by Mr Bradley insufficient 

360. Whilst there may have been alternative ways for a reasonably competent auditor, 
exercising professional judgment in the circumstances, to design appropriate audit 
procedures, the critical matter on this Application is that we are satisfied that a plan 
to perform the procedures which Mr Bradley asserts were performed, was not 
sufficient. 

361. In our view, the procedures required more than the AASB 9 Impairment Approach 
together with the other audit procedures set out in paragraph 27-46 of Mr Bradley’s 
Written Submissions and/or paragraph 67 of Mr Bradley’s first statement.  

Failure to seek evidence of availability and value of properties 

362. Fundamentally, Mr Bradley’s suggested procedures did not involve a proper plan to 
obtain SAA evidence and in particular, a proper identification of risks, the 
identification of the reasons for the risks and the responses to address assessed 
risks.  He effectively ignored PKF’s plan and risk assessment.  He said that he 
designed an audit approach which recognised the structure of each audit entity and 
the environment in which it operated but his assessment restricted the 
“environment” to the Mutual Funds and their assets. In effect, he made no risk 
assessment which took into account the fact that the Schemes’ funds were placed 
by AFL into an investment structure designed to fund AFL’s related party property 
investments.  

363. Even if it was appropriate to commence the assessment by reference to the Mutual 
Funds’ investments and the carrying value of the Loan Notes and RCPS, the risks 
which PKF identified and the reasons for those risks remained and needed to be 
addressed.  They were not addressed simply by considering whether the Mutual 
Funds had properly accounted for the Loan Notes and RCPS in accordance with 
AASB 9.  It remained necessary to respond to the risks which PKF identified. Thus, 
one way or another, it was necessary to interrogate the assumptions underlying the 
values of the Schemes’ investments and recognise that the only assets of substance 
underpinning those values were the properties or construction projects acquired by 
the Level 4 entities and plan procedures designed to obtain evidence of the 
availability of the properties to support the Schemes’ investments. 

364. In support of his approach, Mr Bradley asserted that he was not required to obtain 
evidence of the fair value of the properties. Much of Mr Bradley’s evidence and 
submissions on this point concentrated upon AASB 9. Two important questions 
which were posed to Mr Thorn directed Mr Thorn’s attention to AASB 9.   

365. In our view, the flaw in this approach is that Mr Bradley selected, as the “focus” of 
the audits, “the carrying value of the investments in the Mutual Funds (primarily the 
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Loan Notes)” without regard to the fact that, as stated above, the investment 
structure involved, in substance, funnelling funds down through four layers of private 
entities related to the responsible entity, so that the substance of the Schemes’ 
investments were investments in the responsible entity’s related parties’ property 
trusts and construction projects. There is no doubt that Mr Bradley was aware (or 
should have been aware) of the structure. In paragraph 33 of his First Statement, 
he gave evidence about having learned about the new structure in 2020/2021 and 
said that PKF “obtained details from Lee Rushton about the structure and how it 
worked”. 

366. AASB 9 is, obviously enough, an accounting standard, not an auditing standard and 
it does not purport to prescribe standards in accordance with which an auditor must 
respond to identified risks or design procedures for the purpose of obtaining SAA 
evidence.  

367. AASB 9 is entitled “Financial Instruments” and its objective is stated in paragraph 
1.1 as follows: 

“The objective of this Standard is to establish principles for the financial reporting of 
financial assets and financial liabilities that will present relevant and useful 
information to users of financial statements for their assessment of the amounts, 
timing and uncertainty of an entity’s future cash flows.” 

368. We accept that it was appropriate, as part of the audits of the Schemes, to analyse 
the underlying assets of the Schemes, which included the underlying assets of the 
Mutual Funds. However, the underlying assets also included the assets of the Level 
3 and Level 4 entities. Further, the principles in AASB 9 govern the way in which an 
entity (here the Level 2 entity, AFL as trustee of the Mutual Funds) needed to 
account for assets.  AASB 9 does not define the obligations of an auditor in 
responding to assessed risks of misstatement in the course of an audit or obtaining 
SAA evidence in the course of an audit, particularly where the audit related to the 
Level 1 entities.  

369. Mr Bradley did not even attempt to characterise the procedures actually undertaken 
by PKF in relation to the value of the properties as an attempt to ascertain value. 
He said that insofar as PKF sought evidence relating to the underlying properties, it 
did so in order to confirm that the property trusts were still investing in property, to 
support the overall assertion of management that the loans (presumably the loans 
by the Mutual Funds) were used for construction or acquisition of properties and to 
consider whether there were indicators of impairment. His evidence suggested that 
the procedures involved obtaining insurance and other appraisal information, 
evidence of the existence of properties and reaffirming title search information “on 
a selection of properties”99.  

370. We have a number of comments about this: 

(a) First and foremost, this amounts to an implicit acceptance that his plan did 
not seek to obtain appropriate evidence of value of the underlying properties. 
We take the view that PKF were required to plan to do so (and, indeed, did 
plan to do so) and reject Mr Bradley’s contention that they were not; 

(b) Insofar as Mr Bradley asserted that PKF’s planned audit procedures included 
seeking certificates of currency for Special All Risks insurance policies on 
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properties held, this is not made out on the evidence.  The email chain, 
between Mr Lloyd and Mr Keating at Presidium in September 2023100 shows 
that it was Mr Keating’s idea to supply such certificates in an attempt to deal 
with Mr Lloyd’s request for formal valuations; and 

(c) But even if a request for insurance certificates was a planned procedure, we 
do not consider that this would be an appropriate audit procedure. In the first 
place, PKF did not seek the insurance policies.  Only the certificates were 
provided. The certificates noted that the policies were “Industrial Special 
Risks” policies. Ordinarily, the level of cover obtained in a Special All risks 
policy says little about market value of any real property. The level of cover 
in such policies ordinarily relates to the cost of replacement of structures or 
facilities (together with business interruption etc). The level of cover is, within 
certain limitations, the choice of the policyholder and provides little support 
for the fair value of a property. Indeed, in supplying the certificates internally 
to Mr Keating by email at 9:44 am on 29 September, Ms Kruger pointed out, 
“insurance does not use real estate values” and the sum insured was the 
replacement value “declared to the insurer”.  In other words, the certificates 
constituted, in substance, a representation by a related entity to AFL about 
the level of cover it had sought from an insurance company primarily for the 
purpose of replacing damaged structures. 

371. As to Mr Bradley’s evidence that the procedures planned included reaffirming title 
search information “on a selection of properties”, this was an insufficient procedure. 

372. In Mr Thorn’s report, in paragraph 14.1, he stated: 

“Applicable auditing standards do not mandate external valuations. The auditor 
needs to make a judgement as what is sufficient appropriate audit evidence. Neither 
ASA 330 nor ASA 540 require that security valuations are obtained.”  

373. This does little to advance the issue. Insofar as this statement may, by implication, 
relate to the requirements to design appropriate audit procedures, it may be 
accepted that the applicable Auditing Standards do not mandate external valuations 
as part of any planned audit procedure. The appropriate audit procedures depend 
upon the relevant circumstances and the applicable Auditing Standards do not 
“mandate” particular procedures of this type. As Mr Thorn himself states, in relation 
to sufficient appropriate audit evidence, the auditor needs to make a judgment. 
Similarly, as regards designing appropriate audit procedures, the auditor needs to 
make a judgment.  

374. Thus, in our view, Mr Bradley’s asserted planned procedure focussing on AASB 9 
and the carrying value of the financial assets of the Level 2 Mutual Funds was not 
sufficient for PKF to comply with its obligations under the standards to plan to carry 
out procedures to obtain SAA evidence and respond to assessed risks, either by 
itself or together with the audit procedures which Mr Bradley said were planned to 
be undertaken in the 2023 financial year audits in paragraph 67 of his Statement.   

375. In circumstances where the substance of the Schemes’ investments were as 
described above in paragraph 338 above and the only assets of substance 
underpinning the values of those investments were the properties or construction 
projects acquired by the Level 4 entities, PKF was required to plan to interrogate 
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the assumptions underlying the values of the Schemes’ investments as presented 
by AFL in the Financial Statements, and not merely to plan to approach the matter 
by focussing on the application of AASB 9 to the unaudited accounts of the Mutual 
Funds. PKF was required to go further and address the assessed risk by planning 
procedures of the type we have referred to above.  The focus on the application of 
AASB 9 and the other procedures which Mr Bradley referred to did not address 
these matters. 

Other planned audit procedures 

376. Assuming Mr Bradley asserts that PKF planned to carry out other audit procedures 
which he said, in paragraph 67 of his statement, that he carried out, we do not 
consider that a plan to carry out these procedures either alone or in combination 
with the AASB 9 Impairment Approach were sufficient.   

377. Most of these procedures did not sufficiently address the assessed risks (eg 
obtaining financial statements from the Mutual Funds, recalculating unit prices, and 
obtaining fund administration documents such as a summary of investment unit 
prices across the Mutual Funds).   

378. The financial statements of the Mutual Funds were unaudited and were a 
representation from a related party to AFL or Mr Rushton. It was part of Mr Bradley’s 
case that it was consistent with Auditing Standards to rely on management 
representations as constituting audit evidence. Mr Bradley said that, in relying on 
the representations in the unaudited financial statements of the Mutual Funds, he 
took into consideration the fact that statements were prepared by what he described 
as a party independent to Mr Rushton101, ie Presidium which was, as we understand 
the position, the fund administrator. However, the entity making the representations 
in the financial statements of the Mutual Funds was AFL as trustee of those funds 
(and, controlled or related to Mr Rushton). We were not referred to the audit 
documentation showing the analysis by PKF of this position and the evidence 
showing how Presidium was independent. In the absence of such evidence, we 
have seen no basis upon which PKF could properly assume that the financial 
statements were independently prepared, as opposed to being prepared by AFL. 

379. There were further planned procedures which we consider had minimal significance, 
having regard to the nature of the assessed risks. These procedures included 
planning to assess whether the Schemes were continuing to operate as expected 
consistent with knowledge gained over the last 8 years, noting that the Schemes 
continued to take investments during the 2023 year and considering the absence of 
media reports as to issues with the Schemes.  In relation to these, we note: 

(a) If Mr Bradley planned to rely upon the operation of the Schemes over the last 
8 years, when there had been a major change in investment strategy little 
more than a year before the audits, (including a change from investing in 
market traded investments to private investments controlled by related 
parties), we consider that this displayed an absence of professional 
scepticism; and 

(b) In relation to media reports, the investments in the Mutual Funds and lower 
level investments with which he was concerned, were investments in private 
entities and not quoted on the market. Again, to design procedures relying 
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upon absence of negative media reports in those circumstances displays an 
absence of professional scepticism. 

380. In addition, Mr Bradley made much of the fact that he was aware of the Compliance 
Plan audit work.  

381. Compliance Plans are concerned with the operations of Registered Schemes in 
accordance with the requirements of the Corporations Act, for example a 
requirement to assess whether Scheme property (here the units in the Managed 
Funds) was identified and held separately from AFL’s personal property, whether 
there was a compliance committee and compliance officer and so on. 

382. A Compliance Plan audit performs a very different function from the audit of the 
financial statements of a Registered Scheme.   

383. Thus, for Mr Bradley to plan to engage in discussions with Mr Lloyd about the nature 
of Complaints Registers and Breach Registers, and the minutes of AFL, and 
discussions with the auditor of the Compliance Plan, Mr Liam Murphy of PKF about 
significant issues about the operation of the Registered Schemes and whether a 
clean Compliance Audit opinion would be issued, are not plans to conduct 
procedures which addressed the assessed risk in any meaningful way.    

384. We also note that Working Paper indexes contained no record of Mr Bradley having 
reviewed the papers concerned with the Compliance Audit.   

Conclusion  

385. In our view, a reasonably competent auditor in the circumstances applicable as at 
the time of the FY 2023 audits would have planned the audits in the manner set out 
in paragraph [339]-[341] above.  Of course, the auditor would have exercised 
professional judgment in planning the audit procedures and may have devised 
alternative approaches.  Those may have included a consideration of the carrying 
value of the Mutual Funds’ financial assets, as asserted in the unaudited accounts 
issued by AFL in its capacity as trustee of the Mutual Funds.  But the required 
planned procedures would nevertheless have included the planned procedures of 
the nature set out in paragraph [341]. 

386. Insofar as Mr Bradley submitted that it was sufficient for PKF to plan the procedures 
along the lines set out in his statement, (as summarised in paragraph [240] above), 
we reject that submission. 

387. We turn to consider whether PKF performed the audit in accordance with the 
requirements of the Auditing Standards.  

PART G – CONTENTIONS 1 to 5 - PERFORMING AUDIT PROCEDURES TO OBTAIN 
SUFFICIENT APPROPRIATE AUDIT EVIDENCE – ASSESSING EVIDENCE ETC 

Introduction 

388. Having dealt with design of audit procedures and planning in Part F, we now give 
consideration to the actual performance of the audits and, in particular, whether 
Contentions 1 to 5 were made out insofar as they raised requirements to:  

(a) Perform appropriate procedures as required by ASA 330 paragraph [18] and 
ASA 500 paragraph [6] (Contention 5);  
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(b) Obtain or attempt to obtain SAA evidence as required by ASA 330 paragraph 
[27] (Contention 3);  

(c) Properly assess whether Category A and B evidence met the threshold of 
SAA evidence, including adequately considering the relevance and reliability 
of that evidence as required by ASA 500 paragraphs [7] and [9] (Contention 
4); and 

(d) Use SAA evidence in the formation of purported ‘reasonable assurance’ that 
the financial reports were free from material misstatement, as required by 
ASA 200 paragraphs [11] and [17] (Contention 2). 

389. These Contentions raise very similar issues to those we have already considered 
above in relation to design and planning.   

390. ASIC’s key submission concerning the performance of audit procedures was that 
PKF failed to obtain sufficient appropriate audit evidence. ASIC submitted that in 
seeking SAA evidence to support the value of the Schemes’ investments in the 
Mutual Funds PKF relied upon nothing more than: 

(a) Representations by AFL about the value of the Mutual Funds’ assets, 
(Category A evidence), in effect assessing the accuracy of bare assertions 
by the controlling entity by reference to other bare assertions by that same 
entity unsupported by external evidence; and  

(b) Representations made by insurers in certificates of currency as to the insured 
value of assets underlying the Mutual Funds (Category B evidence) which 
was not a sufficiently reliable indicator of actual market value. 

391. ASIC submitted that neither the Category A nor B evidence102, cumulatively or 
independently, constituted sufficient appropriate audit evidence and that Mr Bradley 
failed to ensure that the audits were conducted in accordance with the Auditing 
Standards. 

392. Mr Bradley denied that he simply relied upon Category A and B evidence. He 
asserted that he implemented audit procedures including procedures from which he 
obtained reasonable assurance that the carrying value of the financial assets of the 
Mutual Funds (Loan Notes and Redeemable Cumulative Preference Shares) were 
not materially misstated, having regard, in particular, to the standards in AASB 9. 

393. In essence, the background to the dispute can be explained by the limited content 
of the audit files showing the audit procedures performed and the evidence 
obtained.  ASIC submitted that, upon a review of the audit files, it was difficult to 
discern the evidentiary basis for the conclusions expressed in the audit reports103. 
Having reviewed the selection of documents tendered from the audit files 
(presumably the most relevant documents) we agree.  

394. ASIC’s case was largely based upon the fact that the failure to perform procedures 
and obtain evidence was demonstrated by the absence of documents in the audit 
files showing any other work or evidence.   

 
102 Or Category C evidence, being evidence obtained from prior audits, his prior knowledge of the Schemes etc – see 
paragraph 36ff of ASICs Outline of Submissions. 
103 AWS paragraph 8 
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395. Mr Bradley’s case, in very general terms, was that he addressed the audits primarily 
on the basis of assessing the carrying value of the Mutual Funds’ investments in 
accordance with AASB 9, and that he did not need to carry out additional audit 
procedures due to the absence of impairment of the loans, but that he took into 
account a range of additional matters in concluding that there was not an 
unacceptable risk of a material misstatement in the financial reports, whilst 
apparently conceding that matters were not fully documented on the audit files.  

The evidence 

ASIC’s evidence 

396. ASIC’s evidence was essentially documentary. ASIC relied upon the content of the 
audit files (particularly Section D, which was the relevant section purportedly 
recording audit procedures constituting the risk response in relation to financial 
assets). Apart from pointing to the limited content of those files, ASIC’s evidence 
was negative, in the sense that it asserted that PKF principally relied upon the 
Category A and Category B evidence in assessing the value of the Schemes’ 
investments in the Mutual Funds because there was no evidence of Mr Bradley 
performing relevant procedures other than relying on the Category A and B 
evidence. 

Mr Bradley’s evidence 

397. Mr Bradley gave evidence as to the procedures which he said that PKF or he carried 
out in the performance of the audits. These are summarised in paragraph 67 of his 
First Statement, to which we have already referred (see paragraph [232] above). 

398. Mr Bradley’s evidence about his approach and what he relied upon, particularly in 
relation to item (f) and his approach under AASB 9, continues for much of the 
balance of his statement, in particular, paragraphs 74-83, 86-89 and 95-6. 

399. In paragraph 74 of his First Statement, he said that the work was “largely” 
documented in the Investment Section (Section D) of the audit files. 

400. We note that we emphasised to the parties at the hearing that if either of them 
wished us to take into account documents in the audit files, they would have to 
specifically take us to such documents.  Accordingly, we have not attempted to 
discover for ourselves where there is evidence of audit work or where Mr Bradley 
might have documented work where this has not been referred to in his evidence or 
submissions. 

401. We shall deal with relevant aspects of Mr Bradley’s evidence in our consideration 
below.  

Objective documentary evidence 

402. There was objective documentary evidence showing what was done by PKF in the 
course of the audits, in particular, the contents of the audit files, Section D and the 
index of working papers.  

403. The documents in Section D are, in substance, the documents on which ASIC relies 
in asserting that Mr Bradley only relied upon the Category A and Category B 
evidence. 
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404. The index shows that there were various other audit procedures carried out during 
the course of the audits.  However, the real question on this Application is whether 
there were procedures carried out in connection with the value of the Schemes’ 
investments (substantially in the Mutual Funds) and in responding to assessed risks, 
and if so which procedures. As we understand the audit files, the relevant 
documents are almost exclusively in Section D. 

405. We shall refer to relevant aspects of the documentary evidence in our consideration 
below. 

The submissions 

ASIC’s submissions  

406. There were three key aspects to ASIC’s submissions. 

(a) The first related to the case which Mr Bradley has put forward as to the audit 
procedures undertaken in relation to the carrying value of the Mutual Funds 
(AOS paragraphs 24-28); 

(b) The second related to the primary case maintained by ASIC, to the effect that 
PKF only relied upon the Category A and Category B evidence (apart from 
previous audits undertaken by PKF, which was referred to as Category C 
evidence (AOS paragraphs 29-42); and 

(c) Submissions relating to the “Basford Report”, explained below.  

407. In relation to the first aspect, ASIC submitted that: 

(a) The Respondent conducted no substantive analysis of the value of the debt 
instruments;  

(b) The assets upon which the value of the Level 1 entities almost exclusively 
depended were the subject of no valuation; 

(c) the Respondent failed to “interrogate the assumptions underlying the values 
produced on behalf of the Funds and the Mutual Funds”;  

(d) There was no evidence that the Respondent sought to ascertain, for any debt 
instrument, the fair value of the instrument at initial recognition, or the 
principal and interest repayment amounts. Nor was there evidence that the 
Respondent conducted any real analysis of loss allowance;  

(e) There was no assessment of credit risk. Central to any assessment of credit 
risk in relation to a Loan Note is the risk of default; and, additionally, the 
prospects of recovering the loan amounts in the event of default. Relevant to 
the first inquiry was evidence of the Level 3 entities’ capacity to service the 
loans, including income derived from the investment properties. Relevant to 
the second inquiry was evidence about the value of any collateral. All of these 
matters needed to be evaluated as part of the audit at issue. There was no 
evidence that the Respondent considered, or even requested, evidence of 
this kind; 

(f) The Respondent admitted that “not all interest had been paid” under the Loan 
Notes held by the level 2 entities. This was not documented in the audit file. 
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Assuming payments were more than 30 days past due, AASB 9 imposed a 
“rebuttable presumption” that “the credit risk on a financial asset has 
increased significantly since initial recognition.” There was no evidence of 
this issue having even been considered. The only evidence of any debt 
instrument data in the audit file was a “Loan Note Register” (LNR) relevant 
to one of the Level 2 entities. The LNR gave almost no information relevant 
to the amortised value of the Loan Notes. Plainly, it would not have imposed 
“undue cost or effort”, for the Respondent to have, for example, requested 
from AFL copies of the Loan Notes themselves, evidence of the Level 3 and 
4 entities’ financial position, and independent valuations of the properties 
underlying the Scheme. PKF sought to obtain precisely none of these things; 

(g) The Respondent identified that the value of the Loan Notes was measured 
at amortised cost. He generally referred to a lack of impairment indicators. 
However, when one looked at the audit file, one would find no evidence that 
PKF conducted any substantive analysis of these matters; and 

(h) Seemingly to justify the lack of proper evaluation, the Respondent gave 
evidence that PKF was “not conducting an audit of” the Level 2, 3 and 4 
entities. But this failed to appreciate that the value of the Level 1 entities was 
almost entirely contingent upon the value of the Level 2 entities. 

408. In relation to the second aspect ASIC submitted: that the majority, if not all, evidence 
referred to in the audit files or the material identified by the Respondent in his 
statement fell into three categories:  

(a) Representations made in the Level 2 entities’ unaudited financial statements 
(Category A);  

(b) General evidence establishing the existence, use and ownership of 
investment properties held under the scheme (Category B); and 

(c) Previous audits undertaken by PKF in relation to the Level 1 entities 
(Category C). 

409. ASIC’s underlying submissions are referred to in our Consideration section below.  
ASIC submitted that even if one were to accept that all evidence of this kind was 
considered in the course of the audit (which is not clear), none of this  material - 
cumulatively or independently - constituted SAA evidence and it was insufficient 
basis for a “reasonable assurance” of a lack of misstatement in the valuation of the 
investments. 

410. In relation to the third aspect, the “Basford Report”, ASIC submitted that further 
evidence of the inadequacy of the audits was revealed in a report by the firm Basford 
Consulting dated 13 November 2024. ASIC submitted that Basford was engaged by 
PKF to, amongst other things, consider the adequacy of the audit evidence obtained 
in the audits. The findings of Basford were consistent with ASIC’s position and were 
summarised as: 

“the documented audit evidence in respect of whether the fund’s investments were 
recorded in accordance with the requirements of AASB 9 is inadequate for me as 
an experienced auditor of financial institutions to conclude whether investments 

were recorded in accordance with the requirements of AASB 9”. 
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411. ASIC submitted that Basford made a number of recommendations that, at least to 
some extent, had been acted upon by PKF. PKF prepared an “action plan” dated 5 
June 2025 with the objective of resolving “issues identified in the review of the 
Global Funds’ (i.e. Level 1 entities’) audit files”.  

412. We will deal with the Basford Report at this point. We have not taken into account 
the Basford report in full, in considering this matter. The report is, in effect, an expert 
report, but it is unsigned, it is not attached to a statement by Mr Bashford in the 
proceedings, it is high level (it appears to be an extract from a larger report, 
containing only paragraph 1 “Executive Summary”) and it is not in a proper form to 
be considered as a true expert report.  It does not expose the materials or 
assumptions upon which it was based. 

413. In cross-examination, Mr Bradley accepted the accuracy of one specific paragraph 
of the Report, the paragraph referred to above. The full paragraph is as follows: 

“1.1.2. As a result of that review, it is my opinion that the documented audit evidence 
in respect of whether the fund’s investments were recorded in accordance with the 
requirements of AASB 9 is inadequate for me as an experienced auditor of financial 
institutions to conclude whether investments were recorded in accordance with the 
requirements of AASB 9” 

414. Mr Bradley accepted what was said in that paragraph (T154). Beyond this, Mr 
Bradley’s acceptance of the contents of the Report was equivocal. There is some 
evidence that the report has been acted upon by PKF, but we do not consider that 
there is clear evidence that as a result, Mr Bradley has admitted, expressly or 
impliedly, the correctness of the contents of the Report, as a whole. Accordingly, 
except for Mr Bradley’s admission of paragraph 1.1.2, we have not taken the 
Basford Report into account.   

Mr Bradley’s submissions 

415. Mr Bradley’s key written submissions were as follows: 

(a) Mr Bradley designed a two-step audit approach as set out in our summary of 
his submissions in relation to planning at paragraph 240 above (the AASB 9 
Impairment Approach);   

(b) Mr Bradley followed this two-step approach and he formed the view, based 
on SAA evidence, that there was not a threshold of “impairment indicators” 
that would have required him to consider the quantum of any impairment of 
the Loan Notes or RCPS;  

Audit Evidence 

(c) The evidence that Mr Bradley relied on in the FY23 Audits constituted SAA 
evidence from which Mr Bradley could obtain a reasonable assurance that 
each of the financial reports as a whole was free from material misstatement;  

(d) This evidence included the following: 

i. financial statements supporting the unit pricing of the Mutual 
Funds;  
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ii. certificates of Currency for insurance on the properties held, 
supporting ownership of the Properties by the relevant property 
trusts;  

iii. evidence obtained in prior periods, including evidence to support 
the existence and ownership of the Level 4 properties and the fact 
that nothing had come to the audit team’s attention to suggest a 
change in the status of these properties;  

iv. the half year reviews conducted on the Schemes and the fact that 
nothing came to the attention of the audit team during those 
reviews, in particular the half year ended 31 December 2022, that 
suggested there was a change in operations, any external or 
internal factors that would affect the value of the Loan Notes or 
value of the Schemes’ investments in the Mutual Funds;  

v. the fact that the Schemes had continued to take applications 
throughout the 2023 financial year, and that the market had not 
otherwise given any indicators that the Schemes were not 
performing or there were any issues with them; 

vi. the fact that the management and operation of the Schemes by 
AFL was governed by extensive statutory Compliance Plan 
procedures which were audited by PKF as part of the Compliance 
Plan audits with clean opinions issued;  

vii. the fact that there was no evidence that there were indicators of 
impairment that might arise from property investments or equity 
investments not performing or being of such a reduction in fair 
value as to affect the recoverability of the Loan Notes or RCPS 
property and equity investments; and  

viii. consideration of external factors such as media;  

(e) Mr Bradley’s evidence at the hearing would establish that he relied on more 
than what ASIC describes in its written outline as Category A, Category B 
and Category C evidence in support of the Schemes’ investments in the 
Mutual Funds; 

(f) While Mr Bradley did not accept ASIC’s reductive characterisation of the audit 
evidence in this way, the following should be noted with reference to each of 
the purported categories; 

Category A  

(g) In its submissions, ASIC describes the Category A evidence as the 
representations made in the Level 2 entities’ unaudited financial reports 
(being the Mutual Fund Financial Reports);  

(h) ASIC submits that the Mutual Fund Financial Reports were not “probative 
evidence upon which audit conclusions could be solely or even primarily 
based”. This submission is based on the assertion that the Category A 
evidence was “no more than bare assertions by AFL [being the Responsible 
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Entity for the Schemes and the trustee for the Mutual Funds] as to the 
financial position of the [Mutual Funds], unsupported by external evidence”; 

(i) Mr Bradley relied on the information in the Mutual Fund Financial Reports to 
determine the fair value on initial recognition of some of the Loan Notes and 
RCPS (being the investment cost of those assets as recorded in the 
unaudited financial reports). Mr Thorn accepted that this approach was 
consistent with applicable Auditing Standards (para 13); 

(j) Mr Bradley also relied on the information in the Mutual Fund Financial 
Reports when considering if the Loan Notes and RCPSs were impaired. 
However, Mr Bradley would give evidence at the hearing that this 
assessment was not based solely or primarily on the Mutual Fund Financial 
Reports;  

(k) As such, it was necessary for the Board to consider the Mutual Fund 
Financial Reports in the context of the other audit evidence upon which Mr 
Bradley relied when assessing the sufficiency and appropriateness of the 
audit evidence; 

(l) Further, the quality of audit evidence was affected by the relevance and 
reliability of the information upon which it is based. The reliability of 
information is influenced by its source and its nature, and the circumstances 
under which it is obtained, including the controls over its preparation and 
maintenance where relevant. Here, the Mutual Fund Financial Reports that 
Mr Bradley relied on were prepared by Apex, an independent third-party 
accountant. The fact that Apex was an independent third-party increases the 
reliability of the information which, therefore, increased its quality;  

Category B  

(m) ASIC describes the Category B evidence as “general evidence establishing 
the existence, use and ownership of investment properties held under the 
scheme”;  

(n) ASIC submits that “the fact that [Mr Bradley] emphasises these matters 
illustrates the shallowness of his inquiries” and that evidence establishing the 
existence of the relevant properties and their ownership “alone is, on any 
view, insufficient”; 

(o) Mr Bradley would give evidence at the hearing that he did not rely solely on 
Category B evidence;  

(p) Further, this evidence was relevant and, as such, was evidence upon which 
Mr Bradley was entitled to rely. In his report, Mr Thorn agreed that it was 
consistent with the applicable Auditing Standards for Mr Bradley to take note 
of the fact that the underlying property projects carried on (or proposed to be 
carried on) were (or were planned to be) approved as specialist disability 
accommodations, subject to long term leases to (or supported by) the NDIS. 
Mr Thorn’s view was that this information was likely to be “relevant to the 
assessment of credit risk on Loan Notes because the support provided by 
NDIS to the occupants was likely to reduce the credit risk” (Thorn Report para 
9); 
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Category C  

(q) ASIC described the Category C evidence as “previous audits undertaken by 
PKF in relation to the Level 1 entities”, including half-yearly financial reviews 
and audits of Compliance Plans (CPs) prepared in relation to the Schemes; 

(r) The previous audits undertaken by PKF also included audits of the financial 
reports of the Schemes in previous financial years, in respect of which Mr 
Bradley was again lead auditor. As ASIC has acknowledged, in his report Mr 
Thorn accepted that prior year audits could be relied upon in the FY23 Audits. 
The qualification that Mr Thorn sets out in his report is “provided 
consideration is given to whether it is still relevant and this is documented. 
For example, auditors do not retest the cost of assets acquired in a previous 
audit period”; 

(s) Despite what appeared to be stated in ASIC’s submissions, Mr Thorn did not 
state in his report that Mr Bradley was required to consider the matters in (a) 
– (c) of paragraph 39 of ASIC’s written outline, being: (a) “the independence 
and competence of the auditor whose work is used”; (b) whether “the audit 
opinion specifically covers the controls or transactions that are under audit”; 
(c) “the procedures, standards and controls used for the purposes of the other 
audit”; 

(t) In circumstances where the previous audits were undertaken by PKF Audit, 
with Mr Bradley as the lead auditor, he was not required to consider each of 
those matters;  

Other matters  

(u) As stated above, it should be borne in mind that any assessment of 
performance of professional duties should be considered without the benefit 
of hindsight, but by considering the specific circumstances confronting Mr 
Bradley at the time of the FY23 Audits. 

416. There is some tension between the way Mr Bradley describes his approach in his 
evidence on the one hand and in his written submissions on the other. It is not clear 
from the way Mr Bradley’s evidence was set out how the AASB 9 Impairment 
Approach interrelated with the other procedures undertaken.  For example, 
paragraphs 66 and 67 of his First Statement, (in which Mr Bradley sets out what he 
says the audit approach and audit procedures consisted of), does not state that he 
adopted the two-stage approach in the way set out in the written submissions, nor 
are the procedures in all respects the same, nor is there an explanation of the 
interrelationship of the ten audit procedures in paragraph 67 and the two stage 
approach (apart from an assertion that one of the ten procedures consisted of 
consideration of indicators of impairment).   

Consideration 

Hindsight and consideration of the circumstances confronting Mr Bradley 

417. We accept that any assessment of performance of professional duties should be 
considered without the benefit of hindsight, but by considering the specific 
circumstances confronting Mr Bradley at the time of the FY23 Audits. 
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418. In relation to those circumstances, we consider that important circumstances 
confronting Mr Bradley at the time of the FY23 Audits included: 

(a) The fact that PKF had received the Funds Investment Summary and, having 
annotated that document, understood or had the means of understanding the 
nature of the investments structure which AFL had designed.  We refer to our 
description of that investment structure at paragraph 338 above;  

(b) The fact that PKF had identified the risks as recoverability of investments and 
investment overstatement and that the reasons for the risks were the size of 
the investment and the investments with related parties; alternatively, in our 
view, a reasonably competent auditor who had received the Funds 
Investments Summary and/or who had undertaken an analysis of the size of 
the Schemes’ investments, the nature of the investments and the four layer 
investment structure into which the investments flowed, would have identified 
the above risks, for the same reasons; and 

(c) The fact that PKF had planned, and a reasonably competent auditor would 
have planned to carry out the audit procedures referred to in paragraph [339]-
[341] above. 

419. In those circumstances, it would seem to follow, as a matter of logic, that if Mr 
Bradley only carried out the audit procedures which he said he carried out, he failed 
to comply with the Auditing Standards. He failed to carry out planned procedures 
which we have found were necessary. 

420. However, we will set out a more detailed analysis of the issues below. 

Relevant procedures performed by PKF 

(a) Introduction 

421. ASIC contended, in paragraphs 16-20 of the ACO, that the procedures performed 
by PKF were as detailed in those paragraphs and Schedule D.  ASIC tied those 
contentions directly to the documentary evidence in the audit files. 

422. Nowhere has Mr Bradley denied those specific allegations. In other words, he has 
not denied that the audit files disclose that PKF performed those procedures (which 
ASIC contended were insufficient).  However, his case appeared to be that he 
approached the matter a different way to that alleged by ASIC, and that he relied 
upon material such as the information in the Mutual Funds Financial Reports for a 
different reason to that asserted by ASIC (see eg paragraph 33 of his Written 
Submissions). 

423. We understand that Mr Bradley asserts that he undertook an alternative approach, 
but he has not explained why ASIC is wrong in saying that insofar as one refers to 
the documents in paragraphs 16-20 of the ACO and Schedule D, they evidence 
reliance on Category A and Category B evidence.  

424. In the following paragraphs, we summarise the work which ASIC contends was 
evidenced from the audit files.  We accept these contentions. They are consistent 
with the documents in the audit files, and the working paper indexes. 

(b) What the audit files show 
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(i) Common audit approach 

425. In each of the Schemes, PKF identified the overstatement of investments and 
recoverability of investments as a main area of risk for the audit.104  

426. The Schemes all had investments in SHF, APF, EYF and PAF. GDAF and GMSF 
both had investments in EF. GDAF also had an investment in PEF. 

427. The Mutual Funds were related entities to the Schemes. The Trustee of the Mutual 
Funds was the Responsible Entity of the Schemes, ie AFL. This was identified by 
the Respondent in the audit files.105  

428. In each of the audits of the Schemes, to support the valuation of investments in 
EYF, PAF, and EF, the audit files show that the Respondent relied solely on the 
unaudited financial statements of the Mutual Funds. The amount and percentage of 
the Schemes’ financial assets that they showed were agreed solely to the unaudited 
financial statements of the Mutual Funds are: 

(a) $10,508,296 or 9.7% of GDAF’s financial assets; 

(b) $10,046,185 or 44.5% of GASF’s financial assets; and  

(c) $3,232,370 or 16.9% of GMSF’s financial assets.  

429. The audit files show that in the audits of each of the Schemes, to support the 
valuation of investments in APF and SHF, the Respondent: 

(a) Relied on the unaudited financial statements of the Mutual Funds; and 

(b) Obtained listings of the underlying assets (being real properties) each with 
an ‘Insured Value’ and an ‘Unimproved Land Values – estimated', and that106:  

i. for each 'Insured Value’, it was either agreed to an Insurance 
Certificate of Currency or noted as ‘Estimated - in progress’ (this 
was the case for one property in each Mutual Fund). 
Consequently, the amount and percentage of the Funds’ financial 
assets that were agreed to Insurance Certificates of Currency 
were: 

1. $32,965,413 or 30.7% of total financial assets for GDAF;  

2. $5,297,345 or 23.5% of total financial assets for GASF; 

3. $5,990,677 or 31.3% of total financial assets for GMSF;  

ii. for APF, the listing also included a single property sale under the 
heading ‘latest sales data’, with the property located in the same 
street as two of the properties that APF held an interest in. 

 
104 Planning Memoranda, eg document F61.0010.0016.0007 
105 F61.0010.0016.0016 and reference to “Investments are held in related trusts…”; F61.0010.0016.0269 
and reference to “Investments are in related mutual funds…”; F61.0010.0016.0427 and reference to “These 
investments are a combination of market based derivatives and investments in other Rushton Funds.” 
106 F61.0010.0016.0119, F61.0010.0016.0063 (for GDAF); F61.0010.0016.0346, F61.0010.0016.0291 (for 
GASF); F61.0010.0016.0498, F61.0010.0016.0466 (for GMSF). 
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430. To demonstrate this by reference to the audit papers, the two documents just 
referenced above for GDAF are extracted below: 
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431. There was no supporting documentation in the Schemes’ audit files to support the 
amounts described as “Unimproved Land Values – estimated”, “Estimated – in 
progress”, or “latest sales data”. The evidence in the audit file in relation to the “latest 
sales data” consisted of this: 

 

432. Consequently, the audit files show that the Respondent had relied on the unaudited 
financial statements of the Mutual Funds in conjunction with asset values on a list 
without any other supporting evidence in their audit of the following amounts and 
percentages of the Funds’ total financial assets: 

(a) $44,903,598 or 41.8% of total financial assets for GDAF;  

(b) $5,734,179 or 25.4% of total financial assets for GASF; 

(c) $9,905,631 or 51.8% of financial assets for GMSF. 
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433. The audit files shows that in relation to the audit of GDAF, to support the valuation 
of its investment in PEF, the Respondent relied on: 

(a) Unaudited financial statements of PEF; and  

(b) Share register and share certificates in relation to RCPS / Loan Notes (being 
the underlying assets of PEF). 

434. The investment in PEF by GDAF represented $18,636,576 or 17.4% of GDAF’s total 
financial assets.  

435. The audit files show that, for the Schemes’ investments in all of the Mutual Funds, 
the total amount and percentage of the financial assets for which the Respondent 
relied upon, unaudited financial statements alone or in conjunction with listings of 
the underlying assets provided by related parties with no additional supporting 
evidence was: 

(a) $55,411,894 or 51.6% of total financial assets for GDAF;  

(b) $15,780,364 or 69.9% of total financial assets for GASF;  

(c) $13,138,001 or 68.7% of total financial assets of GMSF.  

436. ASIC produced the below table to summarise what the audit files show the 
percentage of financial assets where the Respondent used specific types of 
evidence to support those financial asset balances:  

 Level of Audit Evidence 

 Category A Category B Category C 

 A.1 A.2 Financial Other 

 Solely to Financial statements, Financial 

Fund 
unaudited 
financial 

statements 
and list of 

list of 
underlying 

Assets 

 statements underlying assets and  
  assets Insurance  
  only certificates  
   Of  
   Currency  

GDAF 9.7% 41.8% 30.7% 17.8%66 

GASF 44.5% 25.4% 23.5% 6.6%67 

GMSF 16.9% 51.8% 31.3% 0% 

 

437. [Blank]



 

 101 

 

438. As already indicated, Mr Bradley said nothing in his ACR to respond to the 
allegations in this table, other than the general assertions referred to in [422]-[423] 
above.  

(ii) GDAF 

439. Materiality for the GDAF audit for the financial year ended 30 June 2023 was 
$1,084,485. 

440. The 30 June 2023 financial report for GDAF discloses “Financial assets at fair value 
through profit or loss” (Financial Assets) of $107,364,949, total assets of 
$108,448,469 and net assets of $105,249,501. 

441. GDAF’s Financial Assets represent 99% of GDAF’s total assets.  

442. The balance of the Financial Assets in the financial report agrees to the balance in 
workpaper “D.00 Leadsheet – Financial Assets (summary)”107 and materially 
agrees to workpaper “D.01 Overall Investment Schedule - Schedule Group-1”.108  

443. “D.01 Overall Investment Schedule – Schedule Group-1” provides a breakdown of 
GDAF’s Financial Assets: 

 $ % of total financial 
Assets 

SHF 61,252,584 57.1% 

APF 16,616,427 15.4% 

EF 2,281,559 2.1% 

PEF 18,636,576 17.4% 

EYF 7,757,984 7.2% 

PAF 468,753 0.4% 

Other 351,068 0.4% 

 

444. The audit file shows that $77,869,011 (or 72.5%) of GDAF’s Financial Assets, being 
investments in SHF and APF, were supported by unaudited financial statements of 
SHF and APF and a breakdown of SHF and APF’s underlying assets.  

445. The audit file also shows that $10,508,296 (or 9.7%) of GDAF’s Financial Assets, 
being investments in EYF, PAF and EF, were supported solely by referring to the 
unaudited financial statements of EYF, PAF and EF, information that has been 
prepared by a related party. The audit file did not show that any third-party evidence 
was obtained to support these investments. 

 
107 F61.0010.0016.0035 
108 F61.0010.0016.0037 
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446. In relation to the audit of GDAF, to support the valuation of its investment in PEF, 
the Respondent relied on: 

(a) Unaudited financial statements of PEF;109 and 

(b) Share register and share certificates in relation to RCPS / Loan Notes (being 
the underlying assets of PEF).110  

447. The investment in PEF by GDAF represented $18,636,576 or 17.4% of GDAF’s total 
financial assets.111  

448. The other assets, with a balance of $351,068 or 0.4% of GDAF’s total financial 
assets, relate to an investment in gold. This balance was agreed to statements from 
the Perth Mint.112 No issues were identified by ASIC from the work on this asset. 

(iii) GASF  

449. Materiality for the GASF audit for the financial year ended 30 June 2023 was 
$231,675.113 

450. The 30 June 2023 financial report for GASF discloses Financial Assets of 
$22,576,611, total assets of $23,154,927 and net assets of $20,688.044.114 

451. GASF’s Financial Assets represent 98% of GASF’s total assets. 

452. The balance of the Financial Assets in the financial report agrees to the balance in 
workpaper “D.00 Leadsheet – Financial Assets (summary)”115 and materially 
agrees to workpaper “D.01 Overall Investment Schedule - Schedule Group-1”116. 

453. “D.01 Overall Investment Schedule – Schedule Group-1” provides a breakdown of 
GASF’s Financial Assets: 

Financial Asset $ % of total financial Assets 

SHF 10,033,999 44.4% 

APF 997,526 4.4% 

EYF 9,821,806 43.5% 

PAF 224,379 1.0% 

Other 1,498,902 6.6% 

 

454. The audit file shows that $10,046,185 (or 44.5%) of GASF’s Financial Assets, being 
investments in EYF and PAF, were only agreed to unaudited financial statements 

 
109 F61.0010.0016.0217; F61.0010.0016.0144, F61.0010.0016.0216 
110 F61.0010.0016.0166 
111 Schedule D Paragraph 16. 
112 F61.0010.0016.0031; F61.0010.0016.0027; F61.0010.0016.0029; F61.0010.0016.0033 
113 F61.0010.0016.0253 
114 F61.0003.0001.0010 
115 F61.0010.0016.0280 
116 F61.0010.0016.0282 
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of EYF and PAF, information that has been prepared by a related party. The audit 
file does not show that any third party evidence was obtained to support these 
investments. 

455. The audit file further shows that $11,031,525 (or 48.9%) of GASF’s Financial 
Assets, being investments in SHF and APF, were supported by unaudited financial 
statements of SHF and APF and a breakdown of SHF and APF’s underlying assets. 

456. The other assets of $1,498,902 (or 6.6% of GASF’s total financial assets) includes 
an amount of $1,057,065 invested in bonds with UBS and gold of $441,837. The 
cost and holdings of bonds have been agreed to a statement from UBS117 and the 
gold has been agreed to a statement from the Perth Mint118. No issues have been 
identified by ASIC from the work on these assets. 

(iv) Audit of GMSF 

457. Materiality for the GMSF audit for the financial year ended 30 June 2023 was 
$197,363119.  

458. The 30 June 2023 financial report for GMSF discloses Financial Assets of 
$19,128,679, total assets of $19,736,263 and net assets of $17,210,057.120 

459. GMSF’s Financial Assets represent 97% of GMSF’s total assets.  

460. The balance of the Financial Assets in the financial report agrees to the balance in 
workpaper “D.00 Leadsheet – Financial Assets (summary)”121 and agrees to 
workpaper “D.01 Overall Investment Schedule - Schedule Group-1”.122  

461. “D.01 Overall Investment Schedule – Schedule Group-1” provides a breakdown of 
GMSF’s Financial Assets:  

Financial Asset $ % of total financial assets 

SHF 10,906,087 57.0% 

APF 4,990,221 26.1% 

EF 103,794 0.6% 

EYF 2,168,998 11.3% 

PAF 959,578 5.0% 
 

 

462. The audit file shows that $15,896,308 (or 83.1%) of GMSF’s total Financial Assets, 
being investments in SHF and APF, were supported by unaudited financial 
statements of SHF and APF and a breakdown of SHF and APF’s underlying assets. 

 
117 F61.0010.0016.0284 
118 F61.0010.0016.0288 
119 F61.0010.0016.0412 
120 F61.0003.0001.0068 
121 F61.0010.0016.0439 
122 F61.0010.0016.0440 
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463. The audit file further shows that $3,232,370 (or 16.9%) of GMSF’s Financial Assets, 
being investments in EYF, PAF and EF, were only agreed to unaudited financial 
statements of EYF, PAF and EF, information that has been prepared by a related 
party. The audit files do not disclose third party evidence was obtained to support 
these investments. 

(v) Audit of APF underlying assets 

464. The breakdown of underlying assets for APF, including each asset’s “Insured Value” 
and “Unimproved Land Values – estimated” is set out below123:  

 

Property Value Supporting Documentation 

Insured Value   

19 Rankin Parade, Main 
Beach 

$550,000 Agreed to Insurance 
Certificate of Currency 

21 Rankin Parade, Main 
Beach 

$865,700 Agreed to Insurance 
Certificate of Currency 

New Units 7 Bermagui 
Crescent, Buddina 

$8,750,000 Estimated in progress. None 

Unimproved Land 
Values – estimated 

  

19 Rankin Parade, Main 
Beach 

$4,750,000 None 

21 Rankin Parade, Main 
Beach 

$5,450,000 None 

New Units 7 Bermagui 
Crescent, Buddina 

$3,375,000 None 

Total $23,740,700  

 

465. The audit file shows that for $22,325,000 (or 94.0%) of the underlying assets of 
APF, no audit evidence was obtained to support the amounts that are included in 
underlying assets / the breakdown of assets work paper.  

(vi) Audit of SHF underlying assets 

466. The breakdown of underlying assets for SHF including each asset’s ‘Insured Value’ 
and ‘Unimproved Land Values – estimated’ is set out below124:  

 

Property Value Supporting 

Documentation 

 
123 F61.0010.0016.0119 (for GDAF); F61.0010.0016.0346 (for GASF); F61.0010.0016.0498 (for GMSF) 
124 F61.0010.0016.0063 (for GDAF); F61.0010.0016.0291 (for GASF); F61.0010.0016.0466 (for GMSF) 
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Insured Value   

Lot 4 (129 Russell 

Street, Cleveland) 

Lot 1 (131 Russell 

Street, Cleveland) 

 

 
$17,000,000 

 

 

Agreed to Insurance 

Certificate of Currency 

Lot 16 (6 Gilmour 

Lane, Southport) 

$4,025,000 Agreed to Insurance 

Certificate of Currency 

55 Milton Ave, Paradise 

Point Qld 4216 

$5,190,000 Agreed to Insurance 

Certificate of Currency 

45 George Street, 

Southport QLD 

$15,050,000 Agreed to Insurance 

Certificate of Currency 

Units 207, 307 and 

407/5 Bermagui 

Crescent, Buddina 

$15,000,000 Estimated in progress. 

None 

Unimproved Land 

Values – estimated 

  

Lot 1 and 4 (129 Russell 

Street, Cleveland) 

$4,350,000 None 

Lot 16 (6 Gilmour 

Lane, Southport) 

$7,500,000 None 

55 Milton Ave, Paradise 

Point Qld 4216 

$3,250,000 None 

45 George Street, 

Southport QLD 

$925,000 None 

Units 207, 307 and 

407/5 Bermagui 

Crescent, Buddina 

$6,760,000 None 

Total $79,050,000  

 

467. The audit file shows that for $37,785,000 (or 47.8%) of the underlying assets of 
SHF, no audit evidence was obtained to support the amounts that are included in 
underlying assets / breakdown of assets work paper. 

468. The audit file further shows that for $41,265,000 (or 52.2%) of the underlying assets 
of SHF, the values were agreed to Insurance Certificates of Currency.  

(vii) Conclusion on what audit files show about reliance on Category A and Category 
B evidence 

469. The evidence referred to above shows that the documents in the audit files support 
ASIC’s case set out in paragraphs 16-20 of the ACO.  As we have already pointed 
out above, Mr Bradley did not specifically deny the allegations in those paragraphs 
but said that he approached the matter a different way to that alleged by ASIC, and 
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that he relied upon material such as the information in the Mutual Funds Financial 
Reports for a different reason to that asserted by ASIC. 

470. This shows that PKF relied upon the Category A and Category B evidence in 
performing the audits. We do not accept that PKF performed audit procedures to 
seek to obtain audit evidence in the form of insurance certificates for the underlying 
properties. The contemporaneous documentary evidence shows that the insurance 
certificates were, in effect, volunteered by Mr Keating on the morning of 29 
September in response to Mr Lloyd’s request to see valuations of the properties.  
However, we find that PKF, having received the certificates, relied upon them, in 
the audits.  

471. We turn to consider whether PKF adopted a different approach and relied upon 
other evidence pursuant to that different approach, having regard to Mr Bradley’s 
evidence and submissions. 

(c) Mr Bradley’s case on a different approach – the AASB 9 Impairment Approach 

472. As already noted, Mr Bradley submitted that PKF did not rely upon the Category A 
and Category B evidence in the manner alleged by ASIC but relied upon material 
such as the information in the Mutual Funds Financial Reports in the context of 
performing the AASB 9 Impairment Approach and that PKF undertook additional 
procedures. 

473. A number of the audit procedures which Mr Bradley says were performed by PKF 
in paragraph 67 of his First Statement involve or are related to the Category A 
evidence, albeit that Mr Bradley said that he performed these as part of the AASB 
9 Impairment Approach. These include: 

(a) Obtaining financial statements of the Mutual Funds from Presidium, which 
were prepared by Apex (paragraph 67(a));  

(b) Recalculating unit prices of the Mutual Funds based on those financial 
statements (paragraph 67(b)); and 

(c) Obtaining a summary of the investments unit prices across the various 
Mutual Funds from the fund administrators Presidium and Apex (paragraph 
67(i)). 

474. Below, we give consideration to whether PKF undertook the AASB 9 Impairment 
Approach procedures which Mr Bradley said were undertaken. 

(i) Assessing carrying value of investments of the Mutual Funds by reference to 
AASB 9 – Mr Bradley para 67(e) 

475. As already indicated, the fundamental argument put forward by Mr Bradley was that 
amongst the audit procedures undertaken by PKF, PKF or Mr Bradley adopted the 
AASB 9 Impairment Approach, ie assessed the carrying value of the investments of 
the Mutual Funds by reference to AASB 9 and considered “whether there were any 
indicators of impairment that would warrant further calculations of expected credit 
losses and impairment of Loan Notes, such as evidence of properties no longer 
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being in the group, properties being destroyed or written off, or underlying private 
equity investments in distress” (paragraphs 66 and 67(e)). 

476. This argument assumed great significance in the hearing.  

477. As we have noted above in summarising ASIC’s submissions, the first aspect of 
ASIC’s submissions was to the effect that PKF and Mr Bradley failed to carry out 
procedures necessary to this approach. 

478. Mr Bradley gave evidence that the audit work done in relation to his approach “was 
largely documented in the investment section of each 2023 financial year audit file 
(headed: Section D - Financial Assets)”125 and he set out a summary of the audit 
working papers later in his statement, in particular paragraph 95ff. 

479. We have reviewed documents in Section D for each audit and note that section D 
in each case contains less than 50 documents, including many perfunctory records 
(such as about 10 construction invoices). We do not accept that Section D records 
that PKF or Mr Bradley undertook any clear steps as part of the AASB 9 Impairment 
Approach, let alone that Section D records evidence obtained and conclusions 
reached (apart from two sentences in D.01A, discussed below). As earlier stated, 
paragraph 8 of ASA 230 required PKF to prepare audit documentation that, 
amongst other things was sufficient to enable an experienced auditor, having no 
previous connection with the audit, to understand the nature, timing, and extent of 
the audit procedures performed to comply with the Australian Auditing Standards 
and applicable legal and regulatory requirements, the results of the audit 
procedures performed and the audit evidence obtained. 

480. There is nothing in Section D (or elsewhere in the audit files) which would constitute 
compliance with this requirement if Mr Bradley had carried out the asserted audit 
procedures under the AASB 9 Impairment Approach.  For example, there is nothing 
in Section D from which an experienced auditor would understand that PKF or Mr 
Bradley had adopted the approach and performed the procedures set out in 
paragraphs 74 to 79 of Mr Bradley’s First Statement, where he purports to explain 
the focus of the audits and the procedures undertaken. There is nothing in the audit 
papers in Section D which state what Mr Bradley asserts in paragraph 77 of his First 
Statement, ie that “There were no indicators of non-recoverability of the loans in the 
Mutual Funds and this is supported by the following evidence”, setting out each of 
the matters in paragraph 77(a) to (g). 

481. One of the more informative documents in Section D is D.10 Risk Response 
Program Financial Assets which includes:   

 
125 Mr Bradley’s First Statement para 74. 
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482. This document is not consistent with Mr Bradley’s case.  

483. It is helpful, at this point, to repeat Mr Bradley’s evidence as to the asserted 
approach, in paragraph 74 of his First Statement.  

“74. As stated, the focus of the 2023 financial year audits was on evaluating the 
carrying value of the investments in the Mutual Funds. The audit work done in 
relation to this was largely documented in the investment section of each 2023 
financial year audit file (headed: Section D - Financial Assets). A summary of those 
audit papers is set out in further detail below. However, at a more general level, and 
as explained above, the Loan Notes which comprise the significant asset of the 
Mutual Funds are not accounted for at 'fair value through profit and loss'. These 
should be accounted for in the books of the Mutual Funds at amortised cost in 
accordance with AASB 9.”  

484. Yet on examination of Document D.10, we note that paragraph 6(c) states: 
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“c. Assess whether you agree with the measurement and classification of the 
Financial assets into the following categories: 

• At amortised cost 

• At fair value through other comprehensive income (FVTOCI) 

• At fair value through profit and loss (FVTPL)”  

and thereafter, the document shows that PKF dealt with the matter under the “Fair 
Value through profit and loss” approach, not under the “Amortised Cost approach”.  

485. The entire section of document D.10 under the heading “Financial Assets Measured 
at Amortised Cost (only if applicable)”, ie paragraphs 8 to 13, is marked by Mr Lloyd 
as “not applicable”. 

486. We note, in particular, that question 10 (under the heading  “Financial Assets 
measured at amortised cost (only if applicable)”) asks whether the financial asset 
has been assessed for impairment, and Mr Lloyd answered the question “Not 
Applicable”.  

487. The document shows that PKF did not regard the section under the heading  
“Financial Assets measured at amortised cost” as relevant, but approached the 
matter by completing the questions under the heading “Fair value through profit and 
loss”. Question 6(c), showed that PKF assessed which section of the document was 
relevant and the document shows that PKF selected the section under the heading 
“Fair value through profit and loss”, not the section under the heading “Financial 
Assets measured at amortised cost”. The document is only consistent with a finding 
that PKF did not carry out the AASB 9 approach and did not assess for impairment. 

488. Every page of this document contains Mr Bradley’s initials, showing he reviewed 
every page on 29 September 2023.  

489. We also note that document D.10 permitted a cross-reference to other documents, 
to identify the more detailed audit procedures carried out. We note that the only 
document to which a cross-reference was made in the question and answer section 
of D.10 is a cross-reference to D.02, (referred to in answer 5 of document D.10), 
which, excluding workings, included the following: 
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490. The subject of this document is valuation of investments, including Mutual Funds. 
Document D.02 says nothing about the AASB 9 Impairment Approach. 

491. There is no other cross reference in document D.10 to any other document 
recording the performance of the AASB 9 Impairment Approach.  

492. It is also important to note that document D.10 is a record of the “Risk Response 
Program – Financial Assets”.  In other words, it purports to record the key audit 
procedures with which we are concerned. Far from recording that PKF was adopting 
the AASB 9 Impairment Approach, the document commences with a summary of 
PKF’s audit response to the assessed risks as follows: 

 

493. Document D.10 records that it was created by Mr Lloyd on 28 September 2023, the 
day before the audits were signed off. It records that it was reviewed by Mr Bradley 
on 29 September 2023, the date on which he signed off the audits. The Audit 
response says nothing about the AASB 9 Impairment Approach. Rather, it conforms 
to the original approach in the Planning Memoranda, that “Audit will obtain 
valuations of property and apply the requirements of the Auditing Standards, ie 
interrogate the underlying assumption. Assess the expertise and experience of the 
valuers.” 

494. The only other substantive comments in document D.10 is under the heading “Tests 
of Controls (only if applicable)”, which makes reference to: 

“All investments will be agreed to their relevant shareholding, initial costs and 
market value as at 30 June 2023. Additional impairment work and recoverability 
verification will also be performed.”   

495. Once again, this note is inconsistent with the adoption of the AASB 9 Impairment 
Approach.  It repeats the “recoverability verification” is to be performed, consistent 
with the original plan that PKF was to “verify the recoverability of the investment 
through examining the investment through the entities to the underlying asset, 
which is normally a building or property”. 

496. In other words, we consider that document D.10, which was clearly a most relevant 
document in the audit, suggests that neither PKF nor Mr Bradley adopted the AASB 
9 Impairment Approach.  

497. As to the other documents in Section D, most are not documents involving PKF 
notes or workings. They are simply copies of other business records, eg the 
insurance certificates (6 documents), the unaudited financial reports for the Mutual 
Funds (6 documents), etc. Documents containing substantive comments from PKF 
are limited.   
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498. Insofar as there was any reference to considering impairment in any of the 
documents in Section D, it was in the Funds Investment Summary (D.01A, already 
considered in detail above). As already noted D.01A consists of the same Funds 
Investment Summary prepared by Mr Rushton, referred to at the commencement 
of these reasons, (paragraph [69]) with the addition of the following comments, with 
slight variations in the various versions of D.01A across the three audits: 

“PKF Note: Loan notes are issued by the Social Impact Fund  

We need to consider the underlying investments underpinning the loan notes 
– consisting of the above properties and spending there-on. There were no 
indicators of impairment (ie properties are owned and fully let) that would 
cause a calculation of impairment. There have been no breaches of the terms 
of the notes to suggest they are impaired” 

499. We have held, above, that this document containing the red print was prepared, at 
the earliest, on 21 September 2023. It purports to state a conclusion about 
impairment when there is no other document showing that any procedures were 
undertaken in order to consider impairment, there are no other documents showing 
which procedures were undertaken and there are no documents showing what 
evidence was obtained. As far as we could ascertain, documents D.10 and D.01A 
are the only documents in the audit files that make reference to “impairment”, 
notwithstanding the fact that Mr Bradley asserted that the AASB 9 Impairment 
Approach was the primary focus of the audits. 

500. We note that Mr Bradley made a limited concession about lack of documentation.  
However, he did not concede that one of the areas where there was a lack of 
documentation was in relation to recording the implementation of the AASB 9 
Impairment approach and the consideration of whether there were any indicators of 
impairment. 

501. To the extent that D.01A suggests that procedures were undertaken in relation to 
“impairment”, it suggests that the procedures were extremely limited. There are no 
other documents in Section D which record carrying out any such procedures. In 
any event, D.01A suggests that the procedures involved nothing more than (a) 
considering the underlying properties (b) considering spending thereon, (c) 
considering whether the properties were owned and let and (d) considering whether 
there were breaches of the terms of the Loan Notes: 

(a) As to considering the underlying properties:  

i. the only property searches in the audit files in evidence were 
undertaken as at 25 November 2022.  If, between 25 November 
2022 and 30 June 2023, AFL had encumbered any or all of the 
properties in favour of a third party, PKF would have been unaware 
of this; 

ii. other than this, the audit files in evidence contain the limited and 
inadequate evidence of value by reference to insurance 
certificates and one notation about latest sale data; 
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(b) As to considering the spending on the underlying properties: 

i. there is no evidence of this in the audit files in evidence, except for 
9 invoices for progress payments to SDA Fiduciaries 2 Pty Ltd in 
the period from July 2021 to April 2022; 

ii. there is no documentation in the audit files in evidence of any 
process to determine what expenditure on the properties had 
occurred; 

(c) As to considering whether the properties were owned and let: 

i. the property searches on the audit files in evidence record no 
registered leases and there is no evidence on the audit files in 
evidence of any leases; 

ii. there is no evidence on the audit files of any rental ledgers or other 
records of the receipt of rent showing ongoing performance of 
lease obligations; 

iii. there is no documentation in the audit files in evidence of any 
process to determine whether the properties were owned and fully 
let; 

(d) As to considering whether there were breaches of terms of Loan Notes: 

i. there is no evidence in the audit files of the terms of any of the 
Loan Notes; 

ii. there is no documentation in the audit files in evidence of any 
process to determine whether the loans were performing or 
whether there had been any breaches; 

iii. the fact is that some loans were not performing because interest 
was not being paid; 

iv. we have already noted that Mr Bradley attempted to downplay this 
on the basis that this was “not unusual for loans in relation to 
property” because it takes time for developments to be completed 
and brought to their intended use126. As previously stated, we find 
this evidence unconvincing and inconsistent with the approach 
required of an auditor complying with the standards, including the 
requirement to maintain professional scepticism;   

v. we also note that this explanation is inconsistent with PKF’s 
statement that “the properties are owned and fully let” in the Funds 
Investment Summary, (document D.01A). 

 
126 Mr Bradley’s First Statement paragraph 79. 
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502. Mr Bradley did not make any submission which identified, in clear and 
straightforward terms, the actual steps which he said were undertaken by PKF or 
him in the AASB 9 Impairment Approach.  

503. In his written submissions, he said that his approach had two elements: 

(a) Firstly, that it was reasonable for Mr Bradley to accept that the transaction 
price paid by the Mutual Funds for their investment into the Loan Notes or 
RCPS was equal to the fair value of those investments; 

(b) Secondly, it was open to Mr Bradley to accept, applying the applicable 
Auditing Standards that no impairment would be required to the carrying 
value of the Loan Notes if Mr Bradley, exercising his professional judgment 
was satisfied that: 

i. the investments in the Loan Notes and RCPS were performing as 
expected (ie that interest and dividends were being paid); and  

ii. there was no evidence of a significant adverse change in the value 
of the underlying properties or other assets which were the 
effective collateral for the repayment of the principal amounts of 
the Loan Notes or RCPS ((i) and (ii) together being referred to as 
“Impairment indicators”). 

504. Mr Bradley’s written submissions stated that “Mr Bradley’s evidence at hearing will 
establish that he followed this two-step approach and that he formed the view based 
on SAA evidence, that there was not a threshold of “impairment indicators” that 
would have required him to consider the quantum of any impairment of the Loan 
Notes or RCPS. 

505. Despite Mr Bradley's evidence and submission on this topic, the precise nature of 
his argument remains unclear.  

506. One way of interpreting the argument is as follows: 

(a) Mr Bradley was entitled to conduct the audits of the Schemes’ financial 
position by assessing the carrying value of the Mutual Funds’ assets; 

(b) He was entitled to accept that, on initial recognition, the transaction price paid 
by the Mutual Funds for their investments into the Loan Notes and RCPS 
was equal to the fair value of those debt investments; 

(c) He was entitled to accept that no impairment to that carrying value would be 
required if, exercising his professional judgment, he was satisfied that the 
Loan Notes and RCPS were performing as expected (eg interest and 
dividends were being paid) and there was no evidence of a significant 
adverse change in the value of the underlying properties; 

(d) Exercising his professional judgment, he was satisfied that they were 
performing as expected because although there was evidence that interest 
and dividends were not being paid, he considered that this was “not unusual 
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in relation to loans as to property” and an accrual had been raised and this 
indicated it was collectible; 

(e) He was unaware of any evidence of a significant adverse change in the value 
of the underlying properties; and 

(f) Therefore he was entitled to accept that there was no impairment to the 
carrying value of the Loan Notes and RCPS and no further audit procedures 
were required. 

507. If this is the argument, and Mr Bradley asserts that this satisfied the requirements 
of the Auditing Standards, we reject this proposition. It would amount to a 
suggestion that PKF could perform the audits without gaining an understanding of 
the entities and their environment, without identifying risks, without designing 
responses to risks, without carrying out substantive procedures for material 
transactions or account balances and without performing audit procedures that 
were appropriate in the circumstances for obtaining sufficient appropriate audit 
evidence.   

508. However, if this is not the argument, there was no articulation of what additional 
steps he was obliged to undertake, and why he was obliged to undertake them.   

509. The effect of paragraph 77 of Mr Bradley’s First Statement appears to be that: 

(a) Mr Bradley followed the approach in (a) to (e) of the argument above; 

(b) On the “available information at the time” there were no indicators of “non-
recoverability” (which we assume, he equates to impairment) – and he does 
not say that he carried out audit procedures which were appropriate to obtain 
this information as SAA evidence; and 

(c) PKF performed certain audit procedures not designed as part of an 
impairment assessment, but the evidence obtained from these procedures 
supported the conclusion that there were no indicators of impairment. 

510. If this is Mr Bradley’s argument as to the audit procedures which were performed 
and he asserts that such audit procedures satisfied the requirements of the Auditing 
Standards, we reject that assertion. 

511. Mr Bradley asserted that the “audit procedures for the 2023 financial year audit 
consisted of” and then setting out 10 matters (see paragraph 67 of his First 
Statement).  Mr Bradley does not give evidence that these procedures were planned 
and why they were planned.  

512. We note the following:  

(a) That Mr Bradley asserted, in paragraph 67(e) of his First Statement that the 
procedures included consideration of whether there was evidence of 
impairment, but he does not state what steps PKF considered appropriate to 
obtain evidence of impairment, nor which steps were undertaken to consider 
whether there was impairment. He referred to indicators of impairment being 
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evidence of properties no longer being in the group, property being destroyed 
or written off and underlying private equity investments in distress, but he 
gave no evidence of steps undertaken to investigate these matters. We have 
not been pointed to any evidence that PKF undertook procedures to 
ascertain that property was still in the group as at 30 June 2023. We fail to 
see how PKF could have considered impairment in relation to (for example) 
the question whether properties were no longer in the group, without 
performing some procedure to ascertain the position.  It has not been 
explained what evidence PKF obtained to show that properties were in the 
group as at 30 June 2023 or how PKF could have any view on whether 
properties were still in the “group” without obtaining current property 
searches as at 30 June 2023; 

(b) That Mr Bradley asserted in paragraph 77(c) of his First Statement that 
evidence obtained in prior periods was considered to support the existence 
and ownership of the property and “the fact that nothing had come to our 
attention to suggest a change in the status of these properties”. He does not 
identify what evidence he is talking about. Again, it has not been explained 
how an auditor could properly draw any conclusions about ownership of 
property at financial report date without obtaining current property searches 
as at 30 June 2023.  And the fact that nothing comes to an auditor’s attention 
begs the question as to whether appropriate audit procedures have been 
carried out so that relevant matters should have come to the auditor’s 
attention; 

(c) That Mr Bradley asserted, in paragraph 77(g) of his First Statement that 
evidence he relied upon included the fact that there was no evidence that 
there were indicators of impairment that might arise from property 
investments or equity investments not performing or being of such a 
reduction in fair value as to affect the recoverability of the Loan Notes or 
RCPS property and equity investments. In our view, this does not advance 
the matter without evidence as to what steps were taken to consider these 
matters; and 

(d) That Mr Bradley asserted, in paragraph 80 of his First Statement, that the 
ability to repay the Loan Notes was dependent upon the overall performance 
across the entire portfolio of SDA properties held in the lower tier property 
trusts, not one property.  We fail to see how this advances his position, 
particularly where the acquisition and development decisions were 
effectively being made by the same entity. The real question is whether there 
was sufficient value underpinning the investments.  

513. There are other difficulties with Mr Bradley’s assertion that PKF undertook the AASB 
9 Impairment Approach, and considered the impairment of the Loan Notes:  

(a) Mr Thorn expressed the view that the auditor will generally consider the 
entity’s approach to the risk of impairment of the Loan Notes and the entity’s 
method of estimating the expected credit loss. Mr Bradley gave no evidence 
that PKF carried out these steps, and there is nothing documented before us 
suggesting that they were carried out or recording the evidence obtained. 
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Indeed, document D.10 (“Risk Response Program Financial Assets”) 
suggests that no process in relation to impairment was carried out, as it was 
“not applicable”; and 

(b) Mr Thorn stated that the auditor would also consider whether there was 
evidence of a significant adverse change in the valuation of the underlying 
security having regards to factors such as the progress of the projects. Mr 
Bradley gave no evidence that procedures were undertaken to assess the 
progress of the projects and there is no evidence in the audit files 
documenting such a procedure or recording the evidence obtained. There is 
no evidence that PKF undertook procedures to consider whether there had 
been a significant adverse change in the valuation of the underlying security 
and there is no evidence of any such procedures and their results being 
documented. 

514. Further, it was the evidence of Mr Thorn (with which we agree) that as part of 
conducting an audit of the Schemes, it would be necessary to conduct an analysis 
of the debt instruments and their value, taking into account credit risk and for that 
purpose, the auditor would ask the entity being audited for copies of the debt 
instruments or at least some evidence of the terms and conditions of the debt 
instruments (T79).  Mr Bradley gave no evidence that he or PKF conducted an 
analysis taking into account credit risk and the audit files did not contain evidence 
of the terms and conditions of the Loan Notes. 

515. We agree with ASIC’s submissions that: 

(a) There was no evidence that the Respondent conducted any real analysis of 
loss allowance or assessment of credit risk;  

(b) Central to any assessment of credit risk in relation to a Loan Note is the risk 
of default and the prospects of recovering the loan amounts in event of 
default. Relevant to the first inquiry was evidence of the Level 3 entities’ 
capacity to service the loans, including income derived from the investment 
properties. Relevant to the second inquiry was evidence about the value of 
any collateral. All of these matters needed to be evaluated as part of the audit 
at issue. There was no evidence that the Respondent considered, or even 
requested, evidence of this kind; 

(c) The Respondent admitted that “not all interest had been paid” under the Loan 
Notes held by the Level 2 entities. This was not documented in the audit file. 
Assuming payments were more than 30 days past due, AASB 9 imposed a 
“rebuttable presumption” that “the credit risk on a financial asset has 
increased significantly since initial recognition.” There was no evidence of 
this issue having even been considered. The only evidence of any debt 
instrument data in the audit file was a “Loan Note Register” (LNR) relevant 
to one of the Level 2 entities. The LNR gave almost no information relevant 
to the amortised value of the Loan Notes; 

(d) It would not have imposed “undue cost or effort”, for the Respondent to have 
requested from AFL copies of the Loan Notes themselves, and evidence of 
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the Level 3 and 4 entities’ financial position, but sought neither of these 
things; 

(e) The Respondent identified that the value of the Loan Notes was measured 
at amortised cost and generally referred to a lack of impairment indicators. 
However, there was no evidence on the audit files that PKF conducted any 
substantive analysis of these matters; and 

(f) That the Respondent’s evidence that PKF was “not conducting an audit of” 
the Level 2, 3 and 4 entities failed to recognise that the value of the Level 1 
entities was almost entirely contingent upon the value of the Level 2, 3 and 
4 entities.  

516. In all the circumstances:  

(a) We are not satisfied that PKF did undertake any meaningful procedures in 
relation to the AASB 9 Impairment Approach. There was no documented plan 
to undertake such procedures and there is no documentation of these 
procedures having been undertaken.  The highest the evidence goes is a 
few cryptic lines in document D.01A, which we have already discussed;  

(b) Even if we are wrong about that, we find that even such procedures as Mr 
Bradley said were undertaken to consider impairment were deficient (see our 
conclusions in paragraph [501] above in relation to PKF allegedly 
considering the underlying properties and spending thereon, considering 
whether the properties were owned and let, considering whether there were 
breaches of the terms of the Loan Notes, no evidence of assessing the 
progress of the projects and no evidence of procedures to consider whether 
there had been a significant adverse change in the valuation of the 
underlying security). In the circumstances, PKF (and Mr Bradley) had 
insufficient basis for concluding that there were no impairment factors; and 

(c) Finally, and fundamentally, PKF was aware that interest on the loans was 
not being paid, and therefore, PKF was aware that there were impairment 
factors and, in our view, should have insisted on a property valuation or some 
sufficiently reliable evidence of value (see Mr Thorn’s evidence in cross-
examination at T96). 

517. In the circumstances, we are satisfied that PKF did not seek or obtain SAA evidence 
via this process.  

(ii) Other audit procedures which Mr Bradley asserted were undertaken 

518. As already discussed, Mr Bradley asserted that the audit procedures for 2023 
consisted of ten matters set out in paragraph 67 of his First Statement. 

519. Nowhere does Mr Bradley explain the reason why these procedures were 
undertaken. Nowhere does Mr Bradley explain the relationship, if any, between the 
AASB 9 Impairment Approach and these procedures.  He did not give evidence that 
these procedures were designed in response to assessed risks and how they 
addressed assessed risks.  As far as his evidence goes, these procedures were 
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nothing more than procedures which happened to be performed in the audits and 
which, apparently, gave rise to evidence which supported a conclusion that there 
were no indicators of impairment (see paragraph 77)  

(iii) Consideration of Compliance Plan audit work – Mr Bradley para 67(c) 

520. We accept that PKF gave consideration to the Compliance Plan audit work 
(although the documentary evidence does not support Mr Bradley’s case that he 
reviewed the Compliance Plan audit work). We accept that this consideration 
confirmed that the Compliance Plan audit did not reveal that there were any 
significant issues arising from the review of the Complaints Registers, the Breach 
Registers and the minutes of AFL or any significant issues (from a Compliance Plan 
perspective) which would affect the operations of the Schemes. 

521. However, for reasons given above in relation to Compliance Plans, this was of 
limited relevance, having regard to the circumstances of the entities being audited 
and the assessed risks.  

(iv) Obtaining insurance and other appraisal information in relation to properties 
(not independent full valuations) held by the property trusts to confirm they were 
still investing in the property (i.e., the properties had not been sold) – Mr Bradley 
para 67(d) 

522. We have already dealt with the insurance certificates above. We note that there was 
no plan to obtain insurance certificates. 

523. However, even if there had been, we consider this to be an inappropriate process 
even for the limited purpose of establishing that the properties had not been sold. 
An insurance certificate does not prove that a property has not been sold (or that it 
has not been charged in favour of another).  The appropriate audit procedure to 
establish ownership was to procure up-to-date property searches. 

524. Mr Bradley has not adduced evidence or made submissions about what “other 
appraisal information” as at 30 June 2023 was sought in the course of the audits. 
We note that for APF, the listings referred to above included a single property sale 
under the heading “latest sales data”, with the property located in the same street 
as two of the properties that APF held an interest in, but there was no supporting 
documentation in the Schemes’ audit files to support the “latest sales data”. If this 
is what Mr Bradley was referring to, this is hardly meaningful audit evidence. 

(v) Evidence of the existence of properties was obtained to support the overall 
assertion of management that the loans were used for construction or acquisition 
of properties, not to ascertain a definitive fair value of the properties – Mr Bradley 
paragraph 67(d)  

525. Mr Bradley has not adduced any evidence that adequate “evidence of the existence 
of properties”, as at 30 June 2023 was sought in the course of the audits. The 
evidence was to the effect that PKF only had property searches as at November 
2022.  
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(vi) Reaffirming title search information on a selection of properties – Mr Bradley 
paragraph 67(f) 

526. We were not pointed to any title searches in the evidence save for searches 
conducted in November 2022. We fail to see how, in the course of, and for the 
purposes of, the FY 2023 audit, the auditor could have “reaffirmed” title search 
information by reference to searches performed in November 2022. We also fail to 
understand how it can assist Mr Bradley’s argument for the auditor to obtain 
information on “a selection” of properties, and no submissions were received to 
elucidate this.  On Mr Bradley’s case, in order to support the proposition that the 
loans were not impaired, Mr Bradley accepts (or it must be the case) that it was 
necessary to confirm that the properties were still owned. Indeed, it was necessary 
to confirm that they were not encumbered. On the position we have accepted, it was 
necessary to do this, in addition to obtaining evidence of value.  

527. We note that there were not numerous properties held in the structure. To obtain 
up-to-date property searches would have been a quick and inexpensive process. 

(vii) Assessing whether the Registered Schemes were continuing to operate as 
expected and consistent with PKF’s knowledge of the business gained over the past 
eight years of audits – Mr Bradley para 67(g) 

528. We have difficulty with Mr Bradley’s assertions in this regard. 

529. In the first place, on his own evidence, there was a significant change to the way in 
which the Schemes operated in the eighteen months leading up to the FY2023 
audits.  Knowledge gained about the way in which the Schemes operated prior to 
that change (when the Schemes began investing almost exclusively in private 
related party Mutual Funds and, in substance, in related party property 
investments), was of little if any use.   

530. Secondly, it was specifically documented in the Planning Memoranda that “there is 
no reliance on audit evidence obtained in previous audits”. 

531. Thirdly, there is no documentation in the audit files recording the actual procedure 
undertaken and the conclusions reached, ie there is no documentation of the nature 
of the assessment undertaken, of the relevant knowledge of the business said to 
have been gained over the past eight years of audits and the conclusions which 
PKF drew from the evidence. 

532. We are not satisfied that PKF undertook an audit procedure involving the 
assessment of the operation of the Schemes having regard to the knowledge of the 
operation of the business gained by PKF over the past eight years of audits, or that 
PKF relied upon evidence derived from any such assessment. 

533. But even if PKF did, this was of limited relevance, having regard to the 
circumstances of the entities being audited and the assessed risks. 

(viii) Consideration of external factors, ie no media as to potential issues as to the 
operations of the Schemes – Mr Bradley para 67 (h). 
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534. We have difficulty with Mr Bradley’s assertions in this regard. 

535. Mr Bradley stated that “consideration of external factors such as media were not 
specifically noted but are implied by the conclusion that there were no indicators of 
ECL or impairment in the Loan Notes”. This does not support the proposition that 
some appropriate audit procedure was undertaken. 

536. There is certainly no documentation in the audit files recording any actual procedure 
undertaken in this regard and the conclusions.  We repeat that PKF was the auditor 
and there is no evidence from Mr Lloyd that some procedure was undertaken to 
research media reports concerning AFL and the Schemes. 

537. We are not satisfied that PKF undertook any audit procedure involving the research 
of media reports or considered any meaningful evidence concerning media reports 
about the Schemes. 

538. But even if PKF did, this was of limited relevance, having regard to the 
circumstances of the entities being audited and the assessed risks. 

(ix) Noting that the Registered Schemes continued to take subscriptions during the 
2023 financial year – Mr Bradley para 67(j) 

539. We accept that PKF noted during the course of the audits that the Schemes 
continued to take subscriptions during the 2023 financial year.  

540. However, this was of limited relevance, having regard to the circumstances of the 
entities being audited and the assessed risks. 

(x) Reliance on management representations – Mr Thorn Question 5 

541. Although not put forward as a specific audit procedure, Mr Bradley adduced 
evidence from Mr Thorn in connection with reliance on Management as follows: 

“5. QUESTION (b) Management representation  

Question Was it consistent with the applicable Auditing Standards for Mr Bradley 
to rely on representations from management (Management Representations) as 
constituting audit evidence in exercising his professional judgment as to whether 
reasonable assurance had been obtained?”  

542. This was a very general question without context and we consider that it was very 
difficult if not impossible to answer without providing context. 

543. Mr Thorn’s answer seems to recognise this in expressing the opinion that:  

(a) Mr Bradley was able to place some reliance on management 
representations; 

(b) The auditor would normally seek corroborative evidence for significant 
matters where enquiry was used; 
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(c) The auditor may obtain representations “to support other evidence relevant 
to the financial report”; and 

(d) Although written representations provide necessary audit evidence, they do 
not provide sufficient appropriate audit evidence on their own about any of 
the matters with which they deal. 

544. Without a comprehensive statement of the factual assumptions applicable to the 
audits in question, this opinion provides little assistance.  Further, there was nothing 
in the ACR or in Mr Bradley’s submissions about this opinion, and how Mr Bradley 
deployed it in responding to ASIC’s case. We will assume, in Mr Bradley’s favour, 
that he relies on this opinion in relation to any matter which could be said to be a 
representation by the management of the Schemes, and upon which Mr Bradley 
said he relied, in his evidence.  

545. We accept, as a broad proposition, that depending upon the circumstances, an 
auditor may be entitled to place reliance on management representations and that 
management representations may constitute “audit evidence”. However, the extent 
to which an auditor is entitled to base reasonable assurance upon management 
representations depends very much on the circumstances.  

546. Mr Strong appeared to submit that management representations were relevant in 
relation to the following: 

(a) The auditors’ entitlement to accept managements’ representation that the fair 
value on initial recognition of the Loan Notes and Preference Shares was 
their investment cost and there was no impairment (T245, 253-4, 263, 266, 
279, 291-2). We accept this but it does not advance the question whether 
PKF adequately considered impairment, or, more importantly, were required 
to go further than the assessment in accordance with AASB 9; 

(b) The representations by management as to the estimates of value for the 
properties (T316). In the context of the facts of this case, and our findings as 
to the appropriate audit procedures which should have been planned, PKF 
were not entitled to rely upon those representations, except to the extent that 
they accorded with extrinsic evidence of value; and 

(c) The representations by management in the accounts that interest had been 
paid (T353). Mr Strong appeared to submit, in the context of considering 
impairment in terms of increased credit risk, that it was not necessary to know 
the terms of the Loan Notes and that all that was necessary to know was that 
interest was being paid and this had been represented by management. We 
reject this submission. There was no evidence of a representation from AFL 
as responsible entity of the Schemes that interest had been paid. In any 
event, the unaudited accounts of the Mutual Funds disclosed that there was 
unpaid interest.  

(xi) Audit opinion supporting management representations – Mr Thorn Question (c) 

547. Mr Bradley also adduced evidence from Mr Thorn in relation to Question (c) which 
asked the following: 
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“6. QUESTION (c) Audit opinion supporting management representations.  

Question Was it consistent with the applicable Auditing Standards for Mr Bradley 
to place greater reliance on Management Representations which were supported 
by an independent audit opinion provided by a registered auditor?”  

548. This question is a broad question without providing context in the circumstances 
which applied in the present case. As with earlier questions, it is framed in terms of 
“consistency” with Auditing Standards and does not ask Mr Thorn to answer the 
question in the light of the actual circumstances facing PKF.  

549. Mr Thorn expressed the opinion that an independent audit opinion over the subject 
of the Representations enhances their value as audit evidence and serves as a 
control over the accuracy of the management representations.  

550. However, he noted that the audit files should include documentation of the basis of 
use, including consideration of the independence and competence of the auditor 
whose work is used and should ensure that the audit opinion specifically covers the 
controls or transactions that are under audit. 

551. Once again, the way in which Mr Bradley seeks to deploy this opinion is not clear. 
The opinion seems to be directed at the situation where a management 
representation about a control or transaction has been independently audited. 

552. Mr Bradley’s submissions do not identify the transaction(s) and audit involved. The 
opinion is certainly not applicable to the preparation of unaudited accounts prepared 
by APEX (see paragraph 37 of the ACR). The opinion does not appear to have any 
relevance to the Compliance Plan audit.  But even if it does, we consider, for 
reasons given above in relation to Compliance Plans, this was of limited relevance, 
having regard to the circumstances of the entities being audited and the assessed 
risks. 

(xii) Specialist disability accommodation – Mr Thorn Question (f) 

553. Mr Bradley also adduced evidence from Mr Thorn in relation to Question (f) which 
asks the following: 

“9 QUESTION (f) Specialist disability accommodation  

Question Was it consistent with the applicable Auditing Standards for Mr Bradley 
to take note of the fact that the underlying property projects carried on (or proposed 
to be carried on) by related entities of AFL [the Responsible Entity] were (or were 
planned to be) approved as specialist disability accommodation, subject to long-
term leases to (or supported by) the National Disability Insurance Scheme (NDIS)?”  

554. Mr Thorn answered this question in the affirmative and by saying that in his opinion, 
this information was likely to be relevant to the assessment of credit risk on the Loan 
Notes because the support provided by NDIS to the occupants is likely to reduce 
the credit risk. He said that understanding the NDIS funding that underpins the 
occupants’ ability to pay is part of understanding the entity as required by ASA 315 
and should be documented.   
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555. This answer demonstrates the unsatisfactory framing of questions posed to Mr 
Thorn. There was no statement of the context or the factual assumptions 
underpinning the question or answer.  

556. Further, Mr Bradley did not explain how this opinion was used in his case. 

557. The important aspect of the answer from our perspective is that Mr Thorn stated 
that this was “part of understanding the entity as required by ASA 315”. For reasons 
already explained, if the auditor had set out to obtain an understanding of the 
entities being audited and their environment, they would have recognised why it 
was necessary to interrogate the assumptions upon which the value of the 
Schemes’ assets were based. 

558. We also note that Mr Thorn expressed the view that the process is required to be 
documented.  

559. We consider that this evidence provides no meaningful support for the proposition 
that PKF or Mr Bradley sought and obtained SAA evidence. There is no intrinsic 
reason why an NDIS property project is likely to be any more or less profitable than 
any other property project, or why accounting for such a project is any more or less 
subject to misstatement than any other property project. 

(xiii) Knowledge of NDIS – Mr Thorn Question (g) 

560. Mr Bradley adduced evidence in answer to Question (g) in Mr Thorn’s report which 
was as follows: 

“QUESTION (g) Knowledge of NDIS  

Question Was the widely reported fact that Commonwealth expenditure on the 
NDIS expenditure projected to grow significantly over the short, medium and long 
term audit evidence?”  

561. Mr Thorn answered this question in the affirmative. He stated that ASA 500 
permitted the use of external evidence, however noted that the auditor needed to 
evaluate and document the reliability of the evidence. He stated that in principle this 
may be high-quality audit evidence as it is partly from external sources.  

562. Mr Bradley did not explain how he relied upon this opinion. He adduced no evidence 
that he evaluated the reliability of the evidence and documented this. There were 
some media articles in evidence about the NDIS but Mr Bradley led no evidence to 
the effect that he or PKF reviewed these articles as part of the audits. 

563. We consider that Mr Thorn’s evidence on this topic is of marginal relevance and 
provides no meaningful support for the proposition that PKF or Mr Bradley sought 
and obtained SAA evidence. 

(xiv) Breach Registers – Mr Thorn Question (h) 

564. Question (h) and Mr Thorn’s responses concerning Breach Registers are matters 
of detail which do not provide any meaningful support for Mr Bradley’s case.  
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565. Mr Thorn accepted (without identifying supporting factual assumptions) that 
information about Breach Registers could be evidence and that the evidence of 
Breach Registers was enhanced by independent assurance, but emphasised that 
such information would generally require to be assessed as to its sufficient reliability 
and relevance to cause it to be persuasive audit evidence.  He also noted that the 
conclusions were required to be documented.  

566. Mr Bradley gave no evidence that he assessed the various information relating to 
Breach Registers as to its sufficient reliability and relevance to cause it to be 
persuasive audit evidence. There was no evidence that conclusions were 
documented. 

567. We consider that this evidence is of little cogency in the circumstances and of 
marginal relevance and provides no meaningful support for the proposition that PKF 
or Mr Bradley sought and obtained SAA evidence. 

(xv) Complaints Registers – Mr Thorn Question (i) 

568. Mr Bradley adduced evidence in the form of Mr Thorn’s response to Question (i) 
which sought his opinion concerning whether Complaints Registers were audit 
evidence and whether the fact that statements in the Complaints Registers had 
been the subject of an independent audit opinion entitled Mr Bradley to place more 
reliance on those than if no such audit opinions existed. 

569. We repeat our comment in relation to the last heading.  

(xvi) Accounting for Loan Notes, Investment cost on initial recognition and valuation 
of underlying assets - Questions (a), (j) and (k)  

570. Mr Bradley adduced evidence in the form of Mr Thorn’s responses to questions (a), 
(j) and (k) which have been considered above.  

571. These responses provide no support for Mr Bradley’s case for the reasons set out 
in our consideration of these questions above. 

(d) Conclusion on work performed  

572. We accept that the evidence relied upon by ASIC in section (b) above shows that 
PKF relied upon the Category A and Category B evidence in performing the audits.  

573. We do not accept that this was the only evidence relied upon by PKF in the audits. 

574. We accept:  

(a) (in relation to the assertion by Mr Bradley in paragraph 67(a)) that PKF 
obtained financial statements of the Mutual Funds from Presidium, which 
were prepared by Apex;  

(b) (in relation to the assertion by Mr Bradley in paragraph 67(b)) that PKF 
recalculated unit prices of the Mutual Funds based on those financial 
statements; 
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(c) (in relation to the assertion by Mr Bradley in paragraph 67(c)) that PKF gave 
consideration to the Compliance Plan audit work (although the documentary 
evidence does not support Mr Bradley’s case that he reviewed the 
Compliance Plan audit work); 

(d) (in relation to the assertion by Mr Bradley in paragraph 67(d)), that PKF relied 
upon the insurance certificates and a reference to a single comparative 
property sale;  

(e) (in relation to the assertion by Mr Bradley in paragraph 67(f)) that PKF relied 
upon a number of property searches conducted in November 2022; 

(f) (in relation to the assertion by Mr Bradley in paragraph 67(i)) that PKF 
obtained fund administration documents from fund administrators including 
a summary of investment prices across various Mutual Funds; and 

(g) (in relation to the assertion by Mr Bradley in paragraph 67(j)), that PKF noted 
during the course of the audits that the Schemes continued to take 
subscriptions during the 2023 financial year. 

575. We do not accept that PKF undertook all the procedures which Mr Bradley said it 
did. We do not accept:  

(a) (in relation to the assertion by Mr Bradley in paragraph 67(d)) that evidence 
of the existence of the properties as at 30 June 2023 was obtained; 

(b) (in relation to the assertion by Mr Bradley in paragraph 67(e)) that PKF 
undertook any meaningful consideration of impairment in relation to the 
AASB 9 Impairment Approach. Even if we are wrong about that, we find that 
even such procedures as Mr Bradley said were undertaken to consider 
impairment were deficient; 

(c) (in relation to the assertion by Mr Bradley in paragraph 67(g)) that PKF 
undertook an audit procedure involving the assessment of the operation of 
the Schemes having regard to the operation of the business gained by PKF 
over the past eight years of audits and relied upon evidence derived from 
any such assessment; and 

(d) (in relation to paragraph 67 (h)) that PKF undertook any audit procedure 
involving the investigation or research of media reports or considered any 
actual evidence concerning media reports about the Schemes. 

(e) Were the procedures performed by PKF sufficient 

576. We do not consider that the procedures performed by PKF were sufficient to comply 
with the requirements of the Auditing Standards, for the following reasons: 

577. First, and principally, as we have already held in relation to planning of the audits, 
(see paragraph 340 above) a reasonably competent auditor in the circumstances of 
PKF would have planned procedures which interrogated the assumptions 
underlying the value of the Schemes’ investments as presented by AFL in the 
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Financial Statements, including procedures designed to obtain evidence that the 
recoverability of the Schemes’ investments was supported by the value of the 
properties, and not simply approached the audits in the way Mr Bradley asserted 
they were approached.  In our view, a reasonably competent auditor would also 
have performed the audits by carrying out such procedures.   

578. As we have already found, the procedures would have included procedures to 
obtain evidence of the current ownership, reliable evidence of the fair value of the 
properties and evidence of the availability of the properties to support the Schemes’ 
investments.  

579. PKF did not perform procedures of this type.  

580. Secondly, even if there were alternative procedures which, in compliance with the 
Auditing Standards, could have been designed and performed to address the 
relevant risks and circumstances (see paragraphs 330ff above) the procedures 
carried out by PKF were clearly insufficient: 

(a) There is no evidence that PKF undertook up-to-date property searches as at 
30 June 2023 in relation to all of the underlying properties; and 

(b) Despite planning to obtain and interrogate property valuations (and 
apparently requesting the property valuations), the only evidence bearing 
upon the value of the properties which PKF obtained and relied upon were 
the insurance certificates, management estimates of value and reference to 
a single property sale under the heading “latest sales data”. The only material 
relating to this in the audit files is as follows, with no supporting 
documentation:  

 

581. Thirdly, to the extent that it could be said that the AASB 9 Impairment Approach 
was an appropriate plan, we are not satisfied that PKF undertook procedures 
required in relation to the AASB 9 Impairment Approach. 

582. Fourthly even if we are wrong about that, we find that even such procedures as Mr 
Bradley said were undertaken to consider impairment were deficient (see our 
conclusions above in paragraphs 500ff);  

583. Finally, PKF was aware that interest on the loans and dividends were unpaid and 
therefore, PKF was aware that there were impairment factors and was required to 
insist on a property valuation (see Mr Thorn’s evidence in cross-examination at T96) 
or at least to address the issue by seeking evidence as to the availability of the 
properties to support the Schemes’ investments. We note that this issue applied to 
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APF, EYF and PEF and did not apply to all the Mutual Funds. But it applied to all 
the Schemes, in the sense that each Scheme had units in APF, EYF and PEF. 

584. We are satisfied, in the circumstances, that the audits were not carried out in 
accordance with the Auditing Standards as alleged in Contentions 1 to 3 and 5. We 
deal with each Contention as follows. 

Contention 1 – lack of professional scepticism and judgment 

585. As to Contention 1, PKF and Mr Bradley failed to display professional scepticism 
and judgment as required by ASA 200 paragraphs [15] to [16].  

586. In our view, a lack of professional scepticism occurred when PKF and Mr Bradley 
failed to recognise that it was necessary to carry out procedures which interrogated 
the assumptions underlying the value of the Schemes’ investments as presented 
by AFL in the Financial Statements, including procedures designed to obtain 
evidence that the recoverability of the Schemes’ investments was supported by the 
value of the properties, and not simply approach the audits in the way Mr Bradley 
asserted they were approached.  

587. It is apparent to us that whilst PKF initially recognised that the main risks on the 
audits were investment overstatement and recoverability of investments, that 
investment overstatement was a significant risk and that the reasons for the 
identification of these risks were (or at least included) the size of the investment and 
the fact that the investments were in entities which were related parties to the 
responsible entity, AFL, Mr Bradley and PKF did not follow through on procedures 
which addressed these risks.  On Mr Bradley’s case, these matters formed no part 
of his reasoning process. This displayed a lack of professional scepticism.  
Effectively PKF and Mr Bradley ignored these risks in the procedures they 
performed.    

588. As part of this, Mr Bradley gave no attention to (and PKF did not address in the 
procedures performed) the overall nature of the investment structure and the fact 
that the responsible entity, AFL, was investing the Schemes’ funds in a complex 
investment structure involving its own related entities. Whilst PKF noted that the 
related party relationship was a reason for the assessed risks, neither PKF nor Mr 
Bradley addressed the risk having regard to this reason. 

589. We consider that Mr Bradley did not recognise the risk posed by the related party 
structure, nor did he understand the risk.  He appeared to consider that the related 
party structure was a positive matter, suggesting that the fact that AFL had invested 
the Schemes funds in related private entities meant that in the event that there was 
any distress in the Loan Notes, the ultimate properties would be used.  As already 
stated, we consider this view was misconceived.  

590. We consider that Mr Bradley and PKF demonstrated a lack of professional 
scepticism and lack of professional judgment in failing to address the risks posed 
by the related party structure. 

591. In our view, the position is made worse by the fact that:  
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(a) Mr Joseph had actually identified overstatement of investments and 
recoverability of investments as the main risk and valuation of investments 
as a significant risk, and had stated that the audit plan was to obtain evidence 
to verify the recoverability of the investments by examining the investments 
“down” through the entities to the underlying asset, normally a building or 
property in the Planning Memoranda, and Messrs Lloyd and Bradley had 
seen and apparently approved this plan; 

(b) Mr Lloyd had identified, as reasons for the risk of overstatement of 
investments were the size of the investment and the related party relationship 
in the Risk Reports, and Mr Bradley had seen and apparently approved these 
documents; and 

(c) Mr Lloyd had stated, in the Risk Response program, that in relation to the 
Investment Overstatement risk, “Audit will obtain the valuations of the 
property and apply the requirements of the Auditing Standards, ie interrogate 
the underlying assumptions, assess the expertise and experience of the 
valuers”.  Mr Bradley read and apparently approved this on 29 September, 
on the same day on which PKF and he accepted in place of this, insurance 
certificates. 

592. We consider that Mr Bradley and PKF also demonstrated a lack of professional 
scepticism and lack of professional judgment in failing to address the risks posed 
by the size of the investment. AFL, as responsible entity, had invested in excess of 
90% of the assets of the Schemes in the Mutual Funds. 

593. The combination of these two reasons for risk made the lack of professional 
scepticism and lack of professional judgment even clearer. 

594. AFL, as a responsible entity and trustee for the Schemes, had decided to invest 
more than 90% of their assets in a complex structure of its own related private 
entities, where the Schemes had no security over the valuable assets.  

595. We also consider that PKF and Mr Bradley failed to display professional scepticism 
and to exercise professional judgment in the performance of the audits by failing to 
recognise that the interest and dividend receivables were indicators of impairment 
which reinforced the need to carry out the above procedures.  

596. The apparent reason why PKF did not act on the knowledge of these receivables 
was Mr Bradley’s view that it was not unusual for interest not to be paid in relation 
to loans as to property127, that $14m of the approximately $20m Loan Notes held 
by APF had a maturity date which exceeded 8 years, that for EYF, unpaid interest 
of $261,000 was not significant enough to represent an impairment factor and that 
the dividend receivable of $2.2m for PEF was not significant enough to represent 
an impairment factor. In our view, this demonstrated a lack of professional 
scepticism and lack of professional judgment.  The position is made worse by the 
fact that there was no evidence of the terms of Loan Notes in the audit files and 

 
127 Mr Bradley’s First Statement para 79 
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there is no documentation whereby PKF has identified these receivables and set 
out any consideration of them. 

Contention 2 – failure to use sufficient SAA evidence 

597. We are satisfied that PKF and Mr Bradley failed to use sufficient appropriate audit 
(SAA) evidence in the formation of any purported “reasonable assurance” that the 
financial reports were free from material misstatement, as required by ASA 200 
paragraphs [11] and [17]. 

598. PKF did not have sufficient evidence which interrogated the assumptions underlying 
the value of the Schemes’ investments as presented by AFL in the Financial 
Statements. PKF did not have evidence that the recoverability of the Schemes’ 
investments was supported by the value of the properties because it did not have 
any proper evidence of value of the underlying properties and it had not even 
performed up to date property searches for the underlying properties. As a result, 
PKF did not have SAA evidence, as at 30 June 2023, that the underlying properties 
were owned by the relevant Level 4 entities and/or whether or not they remained 
unencumbered. 

599. As stated above, the only evidence bearing upon the value of the properties which 
PKF obtained and relied upon were the insurance certificates, management 
estimates of value and reference to a single property sale under the heading “latest 
sales data”.   

Contention 3 - Failure to obtain or attempt to obtain SAA evidence 

600. This Contention concerns ASA 330 paragraph [27], which provides that:  

“If the auditor has not obtained sufficient appropriate audit evidence related to a 
relevant assertion about a class of transactions, account balance or disclosure, the 
auditor shall attempt to obtain further audit evidence. If the auditor is unable to 
obtain sufficient appropriate audit evidence, the auditor shall express a qualified 
opinion or disclaim an opinion on the financial report.”  

601. For the reasons just given, we are satisfied that PKF had not obtained SAA 
evidence in relation to a relevant assertion concerning the value of the Schemes’ 
Investments, contrary to the requirements of ASA 330 paragraph [27].  

602. It is clear that PKF and Mr Bradley did not attempt to obtain further audit evidence.  
In our view, the failure to attempt to obtain further audit evidence, was, of itself, a 
breach of paragraph [27].  

603. The further obligation in paragraph [27] (to express a qualified opinion or disclaim 
an opinion on the financial report) arises where the auditor is “unable to obtain” 
SAA. This may suggest that the obligation in paragraph [27] only arises where an 
auditor has first attempted to obtain “further audit evidence”. In our view, the matter 
of whether PKF was obliged to express a qualified opinion or disclaim an opinion is 
only raised in (and more appropriately dealt with under) Contention 8. 

Contention 4 - Failure to assess properly whether the Category A and B evidence 
met the threshold of SAA evidence 
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604. Contention 4 asserts that PKF and Mr Bradley did not properly assess (or assess 
at all) whether Category A and B evidence met the threshold of SAA evidence, 
including adequately considering the relevance and reliability of that evidence as 
required by ASA 500 paragraphs [7] and [9]. These paragraphs provide: 

“Information to Be Used as Audit Evidence  

7. When designing and performing audit procedures, the auditor shall consider the 
relevance and reliability of the information to be used as audit evidence, including 
information obtained from an external information source. (Ref: Para. A30-A44)  

8. … 

9. When using information produced by the entity, the auditor shall evaluate whether 
the information is sufficiently reliable for the auditor’s purposes, including as 
necessary in the circumstances:  

(a) Obtaining audit evidence about the accuracy and completeness of the 
information; and (Ref: Para. A60-A61)  

(b) Evaluating whether the information is sufficiently precise and detailed for the 
auditor’s purposes. (Ref: Para. A62).”  

605. Whilst it follows from our findings that PKF and Mr Bradley could not have properly 
assessed the evidence they relied upon, in particular in view of the absence of 
evidence relating to the value of the underlying properties, this Contention is 
expressed in terms of assessing the Category A and Category B evidence on the 
basis that this was the only evidence PKF and Mr Bradley relied upon, and on the 
basis that they were relying on this for the purpose of interrogating the assumptions 
underlying the value of the Schemes’ investments. 

606. The case put forward by Mr Bradley is that PKF were not attempting to conduct the 
audit in this way, on the basis that the proper approach was the AASB 9 Impairment 
Approach, and that different procedures, including additional procedures to those 
concerned with the Category A and Category B evidence, were undertaken.  It was 
not ASIC’s case that Mr Bradley was lying in giving this evidence that additional 
procedures were undertaken and we have not wholly rejected this case. Our 
findings are that this approach was not sufficient.   

607. In the circumstances, we are not satisfied that paragraphs [7] and [9] are clearly 
applicable to the circumstances. The failures by PKF and Mr Bradley concerned 
failing to undertake appropriate procedures and failing to obtain SAA evidence and 
are dealt with more precisely in other Contentions.    

Contention 5 – failure to perform audit procedures for the purposes of obtaining 
SAA evidence  

608. Contention 5 asserts a failure to design and perform appropriate audit procedures 
for the purposes of obtaining SAA evidence, as required by ASA 330 paragraph [18] 
and ASA 500 paragraph [6] 

609. ASA 500 paragraph [6] provides: 
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“Sufficient Appropriate Audit Evidence  

6. The auditor shall design and perform audit procedures that are appropriate in the 
circumstances for the purpose of obtaining sufficient appropriate audit evidence. 
(Ref: Para. A5-A29).”  

610. It follows from our findings above, that PKF and Mr Bradley failed to perform audit 
procedures that were appropriate in the circumstances for the purpose of obtaining 
SAA evidence, contrary to the requirements of ASA 500 paragraph [6]. 

611. ASA 330 paragraph [18] provides:  

“Substantive Procedures  

18. Irrespective of the assessed risks of material misstatement, the auditor shall 
design and perform substantive procedures for each material class of transactions, 
account balance, and disclosure. (Ref: Para. A43-A49).”  

612. Application paragraphs [A43] and [A44] provide: 

“Substantive Procedures (Ref: Para. 6, 18)  

A43. Paragraph 18 requires the auditor to design and perform substantive 
procedures for each material class of transactions, account balance, and 
disclosure. For significant classes of transactions, account balances and 
disclosures, substantive procedures may have already been performed 
because paragraph 6 requires the auditor to design and perform further audit 
procedures that are responsive to the assessed risks of material 
misstatement at the assertion level. Accordingly, substantive procedures are 
required to be designed and performed in accordance with paragraph 18:  

• When the further audit procedures for significant classes of transactions, 
account balances or disclosures, designed and performed in accordance 
with paragraph 6, did not include substantive procedures; or  

• For each class of transactions, account balance or disclosure that is not a 
significant class of transactions, account balance or disclosure, but that has 
been identified as material in accordance with ASA 315.7  

• This requirement reflects the facts that:  

(a) the auditor’s assessment of risk is judgemental and so may not 
identify all risks of material misstatement; and  

(b) there are inherent limitations to controls, including management 
override.  

A44. Not all assertions within a material class of transactions, account balance or 
disclosure are required to be tested. Rather, in designing the substantive 
procedures to be performed, the auditor’s consideration of the assertion(s) in which, 
if a misstatement were to occur, there is a reasonable possibility of the misstatement 
being material, may assist in identifying the appropriate nature, timing and extent of 
the procedures to be performed.”  
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613. In our view, having regard to A43, the finding under ASA 500 paragraph 6 covers 
the matter and it is not obviously appropriate that the position was covered by ASA 
330 paragraph 18. 

PART H – CONTENTION 6 – TAKE ADEQUATE RESPONSIBILITY 

614. In Contention 6, ASIC alleged that Mr Bradley failed to take adequate responsibility 
for the overall quality, direction, supervision and review of the audits as required by 
ASA 220 [8], [15] and [17]. 

615. As discussed, when giving consideration to the various Auditing Standards in Part 
E above, the paragraphs in ASA 220 relied upon by ASIC are all paragraphs 
imposing obligations upon the “engagement partner”.   

616. There was no allegation in the ACO that Mr Bradley was “engagement partner”. The 
only reference to an “engagement partner” in the ACO was in the annexed extracts 
from the Auditing Standards in Schedule C. 

617. In order to rely upon a breach of duty, it is necessary for the Applicant to allege the 
key facts necessary to establish the basis for the alleged breach. A key fact in this 
context was the status of the Respondent as an “engagement partner”, and the 
ACO contained no allegations about this. 

618. There was no clear evidence that Mr Bradley was the “engagement partner” on the 
audits and we did not receive any submissions dealing with this aspect in the AOS, 
or in oral submissions. Accordingly, we are unable to assess the basis for the 
allegation in Contention 6. 

619. We are not satisfied that this aspect of the case is established.  

PART I – CONTENTION 7 - FAILURE TO PREPARE AUDIT DOCUMENTATION 

620. Contention 7 asserted that PKF and Mr Bradley failed to prepare audit 
documentation that adequately described the audit procedures including the overall 
responses to the assessed risks of material misstatement at a financial reporting 
level, as required by ASA 230 paragraph [8] and ASA 330 paragraph [28]. 

621. For convenience, we repeat paragraphs [8] and [9] of ASA 230 and paragraph [28] 
of ASA 330 below: 

[ASA 230] 
“Documentation of the Audit Procedures Performed and Audit Evidence 
Obtained Form, Content and Extent of Audit Documentation  
 
8. The auditor shall prepare audit documentation that is sufficient to enable an 
experienced auditor, having no previous connection with the audit, to understand: 
(Ref: Para. A2-A5, A16-A17)  

(a) The nature, timing, and extent of the audit procedures performed to 
comply with the Australian Auditing Standards and applicable legal and 
regulatory requirements; (Ref: Para. A6-A7) 
(b) The results of the audit procedures performed, and the audit evidence 
obtained; and  
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(c) Significant matters arising during the audit, the conclusions reached 
thereon, and significant professional judgements made in reaching those 
conclusions. (Ref: Para. A8-A11)  

 
9. In documenting the nature, timing and extent of audit procedures performed, the 
auditor shall record:  

(a) The identifying characteristics of the specific items or matters tested; 
(Ref: Para. A12)  
(b) Who performed the audit work and the date such work was completed; 
and  
(c) Who reviewed the audit work performed and the date and extent of such 
review. (Ref: Para. A13)”… 

 
[ASA 330] 
 
“Documentation  
 
28.  The auditor shall include in the audit documentation: 

(a) The overall responses to address the assessed risks of material 
misstatement at the financial report level, and the nature, timing, and extent 
of the further audit procedures performed;  
(b) The linkage of those procedures with the assessed risks at the assertion 
level; and  
(c) The results of the audit procedures, including the conclusions where 
these are not otherwise clear. (Ref: Para. A65)”   

 
The evidence and submissions 

ASIC 

622. ASIC relied upon the documents tendered, including selected documents from the 
audit files, to demonstrate the lack of documentation. 

623. In essence, ASIC’s case on failure to prepare audit documentation was based upon 
the circumstances set out in paragraphs 16 to 26 of the ACO.  Relevantly, ASIC 
asserted that PKF needed to ascertain the accuracy of the Schemes’  financial 
position, that PKF needed to obtain SAA evidence to support the value of the 
Schemes’ assets, that PKF relied exclusively on the Category A and B evidence, 
that PKF did not interrogate the assumptions underlying the values of the Schemes’ 
and Mutual Funds’ investments, and that there was no audit documentation of any 
procedures to do so or documentation of the assessment of evidence relied upon.  

624. In particular, ASIC submitted that there was no substantive analysis of the value of 
the debt instruments held by the Mutual Funds, there was no documentation 
evidencing that PKF or the Respondent: 

(a) Sought to ascertain, for any debt instrument, the fair value of the instrument 
at initial recognition, or the principal and interest repayment amounts; 

(b) Conducted any real analysis of loss allowance; 

(c) Conducted an assessment of credit risk; 
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(d) Considered, or even requested, evidence as to the risk of default or the 
prospects of recovering the loan amounts in event of default or the Level 3 
entities’ capacity to service the loans, including income derived from the 
investment properties including evidence about the value of any collateral; 
and 

(e) Evaluated these matters when all of these matters needed to be evaluated as 
part of the audit at issue. 

625. ASIC submitted that notwithstanding Mr Bradley’s admission that “not all interest 
had been paid” under the Loan Notes held by the Level 2 entities, this was not 
documented in the audit files, nor was there any documentation about how PKF or 
Mr Bradley could maintain an absence of impairment indicators in light of this fact, 
and in the light of the fact that, assuming those payments were more than 30 days 
past due, AASB 9 imposed a “rebuttable presumption” that “the credit risk on a 
financial asset has increased significantly since initial recognition.” ASIC submitted 
that there was no evidence in the audit files of this issue having even been 
considered. 

Mr Bradley 

626. In his ACR, Mr Bradley denied any breach of Auditing Standards as alleged by 
ASIC, (which included the allegations concerning lack of documentation). 

627. This position was maintained by Mr Bradley in relation to the allegation of lack of 
documentation in the Updated Issues Summary. 

628. Finally, in his Outline of Opening Submissions filed shortly before the hearing, Mr 
Bradley stated that he “accepts that the contents of the FY 23 Audit Files did not 
meet the documentation requirements set out in ASA 230 [8] and ASA 330 [28].” Mr 
Bradley did not state in what respect he accepted this contention. 

629. Mr Bradley’s statements were opaque in relation to the question of documentation.  
He asserted, in paragraph 74 of his First Statement that the focus of the FY23 audits 
was on evaluating the carrying value of the investments in the Mutual Funds and 
the audit work done in relation to this was “largely” documented in investment 
section of each audit file.   

630. Mr Bradley did not make submissions about which aspects of his statements dealt 
with Contention 7. Insofar as we have been able to identify any relevant evidence, 
unaided by submissions, we note that: 

(a) In paragraph 87 of his First Statement, he stated that not all evidence in 
relation to “past knowledge” was documented on the 2023 audit files; and  

(b) Consideration of external factors such as media were not specifically noted 
in the 2023 audits but are implied by the conclusion that there were no 
indicators of ECL [which we assume to be “expected credit loss”] or 
impairment in the Loan Notes, but that this was not documented on the 2023 
financial year audit files. 
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631. On the first day of the hearing, ASIC asked (in our view justifiably) for Mr Bradley to 
particularise the extent of the concession in his submissions. When asked about 
this, Mr Strong, for Mr Bradley, accepted that this was a reasonable request, stated 
that there were documents exhibited to Mr Bradley’s statements which he would 
say he relied upon which did not appear on the audit file, but otherwise agreed with 
the Chairperson’s suggestion that the parties deal with the matter between 
themselves overnight, with a view to clarifying the position prior to the cross-
examination of Mr Bradley.  

632. At the recommencement of the hearing on the second day, Mr Strong for Mr Bradley 
stated that there was no further specificity beyond what appeared in the Opening 
Outline. 

633. The consequence of this was that, as at the commencement of cross-examination, 
Mr Bradley has accepted that the FY23 Audit Files did not meet the documentation 
requirements set out in ASA 230[8] and ASA 330[28] in a completely unspecified 
way. 

634. We regarded this as unsatisfactory. The Board expects parties to approach 
proceedings before the Board in a way which assists in the identification of the real 
issues in dispute, so as to avoid the parties and the Board wasting time in seeking 
to work out where the limits of the dispute lie.  Mr Bradley’s concession provided no 
clarity about the extent to which the requirements of the standards were not met. It 
was not apparent whether Mr Bradley’s concession related to some limited technical 
breach or some major and unacceptable breach. 

635. Mr Bradley was cross-examined on this topic and referred to the above matters 
which had been referred to in his statement128. He was asked whether he conceded 
any further aspect of insufficient documentation and we will consider his answers in 
our consideration below. 

Consideration 

636. We are satisfied that Mr Bradley failed to carry out or perform his duties as an 
auditor by failing to ensure that PKF carried out the audits in accordance with the 
requirements of ASA 230 paragraph [8] and ASA 330 paragraph [28]. 

637. First, PKF did not prepare audit documentation that was sufficient to enable an 
experienced auditor, having no previous connection with the audit, to understand: 

(a) The nature, timing, and extent of the audit procedures performed to comply 
with the Australian Auditing Standards; 

(b) The results of the audit procedures performed, and the audit evidence 
obtained; and 

 
128 T149 
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(c) Significant matters arising during the audits, the conclusions reached 
thereon, and significant professional judgements made in reaching those 
conclusions (ASA 230 [8] breaches). 

638. Secondly PKF did not include in the audit documentation: 

(a) The overall responses to address the assessed risks of material 
misstatement at the financial report level, and the nature, timing, and extent 
of the further audit procedures performed; 

(b) The linkage of those procedures with the assessed risks at the assertion 
level; and  

(c) The results of the audit procedures, including the conclusions where these 
are not otherwise clear. (ASA 330 [28] breaches)  

639. Mr Bradley accepted that there were some breaches in the course of his cross-
examination. At  T150ff, he said: 

“A… I believe the file would have been more in line with the standards if I had an 
overall memorandum or summary of the full work performed.  It wouldn't have led to 
any confusion as to whether work - what the work was done.  I believe I did obtain 
sufficient appropriate audit evidence. 

… 

I say, however, the file did not bring together all the aspects of what I considered 
and how I made my decision, under my professional judgment. 

… 

Q. Do you concede that there is insufficient documentation on the audit file to enable 
an auditor, an experienced auditor, to understand what audit evidence was relied 
on to reach the conclusions that were reached? 

 A.   To I degree, I believe.  I think there is. 

Q.   What was that? 

A.   We're saying there is evidence on there and work done, but yeah, not as brought 
together as well as it could have been. 

Q.   Can you be any more specific? 

A.   No, I don't believe I did. 

Q. What about professional judgment?  So it's not only evidence that the document, 
that the file needs to - it's not only sufficient evidence that the file needs to contain, 
it's also a record of professional judgments made.  Do you think the file sufficiently 
outlines the professional judgments upon which the conclusions were based? 

 A.   No.  Not clearly. 

Q.   Sorry? 
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A.   No.”   

640. Mr Bradley was taken to paragraph 1.1.2 of an unsigned report prepared by Basford 
Consulting discussed above. Paragraph 1.1.2 stated: 

“1.1.2. As a result of that review, it is my opinion that the documented audit evidence 
in respect of whether the fund’s investments were recorded in accordance with the 
requirements of AASB 9 is inadequate for me as an experienced auditor of financial 
institutions to conclude whether investments were recorded in accordance with the 
requirements of AASB 9.”  

641. Mr Bradley was asked whether he agreed with what was expressed in that 
paragraph and he said “I accept Mr Basford's conclusion, based on what he's said 
there.  Yes”. After some equivocation, the following passage of cross-examination 
occurred at T154-5:  

“Q.   As I read that, the consultant is saying the evidence that is contained within 
the audit file is inadequate for him to ascertain whether they have been evaluated 
in accordance with the relevant accounting standards.  So it's an observation 
about the substance of the evidence that's recorded in the audit file.  Do you 
accept that? 
A  Yes. 
Q.   And again, just with - having accepted that, do you agree with the criticism 
that's expressed in that paragraph? 
A.  I agree that it's the documented audit evidence of the file, yes. 
MR FREEBURN:   Right. 
THE CHAIRPERSON:   So could you just explain what you mean by that? 
A.   What I was sort of explaining, Chair, is that there was more consideration as to 
why I made the professional judgments and decisions that were purely 
documented into the file.  That's what I'm saying there. 
THE CHAIRPERSON:   Yes, but this is a slightly different issue, isn't it?  The 
question is whether the documented audit evidence is adequate for an 
experienced auditor to conclude whether investments were recorded in 
accordance with the accounting standards.  So do you agree with the opinion that 
has been expressed in this report. 
A.I sort of - well, I do agree that the documented audit evidence may not have 
been enough for an experienced auditor to make that decision.” 

642. Ultimately, Mr Bradley accepted that the audit had not been carried out in 
accordance with the standards because there was a lack of documentation which 
would enable an experienced auditor with no previous experience with the audits to 
understand what was done and the “thought processes”. Mr Bradley accepted that 
it was his responsibility to ensure that this was done (T200-202). 

643. We are satisfied that there were ample grounds to support these concessions. 

644. For reasons we have dealt with in detail in Parts F and G above, there is little if any 
documentation describing the nature, timing and extent of audit procedures 
performed to comply with the standards, the results of the procedures performed, 
the audit evidence obtained, significant matters arising and significant professional 
judgments made in reaching those conclusions. 
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645. We have found that PKF did plan to perform audit procedures to address assessed 
risk, but failed to perform these procedures. There is no meaningful documentation 
on the audit files of audit procedures performed in relation to the carrying value of 
the assets of the Schemes and Mutual Funds. There is no meaningful 
documentation on the audit files of the results obtained from relevant procedures 
and there is no meaningful documentation of significant professional judgments 
made in reaching any relevant conclusions.  

646. Mr Bradley asserts that the audit approach focussed on the AASB 9 Impairment 
Approach.  There is no meaningful documentation on the audit files of audit 
procedures performed in the course of doing so, or the results obtained from 
relevant procedures and there is no evidence of significant professional judgments 
made in reaching any relevant conclusions on this approach. 

647. We accept ASIC’s submissions referred to in paragraph [623]ff above in this 
respect. 

648. In our view, an experienced auditor, having no previous connection with the audit, 
would be unable to understand the nature, timing, and extent of the audit 
procedures performed to comply with the Australian Auditing Standards, the results 
of any audit procedures performed, any audit evidence obtained, any significant 
matters arising during the audits, any conclusions reached thereon, and any 
significant professional judgements made in reaching those conclusions. 

649. As we have foreshadowed earlier, from paragraph 65 onwards in his First 
Statement, and in paragraph 8 of his Second Statement, Mr Bradley has purported 
to explain in significant detail the approach he adopted, the procedures undertaken 
and the conclusions reached on the audits. We have analysed this material in Parts 
F and G above. But even ignoring the deficiencies in what Mr Bradley said, there is 
no documentation on the audit files recording the approach set out in his statement, 
or recording the procedures he planned to undertake in pursuing this approach, any 
results he obtained in pursuing this approach and explanation of any conclusions.  

650. A couple of examples are sufficient to demonstrate the point. In paragraphs 8(b) 
and 8(c) of his Second Statement, Mr Bradley said: 

“(b) the loan notes held by the APF were recorded with an interest receivable (i.e., 
representing accrued but unpaid interest) of $1.45m as at 30 June 2023. This was 
the 'unpaid' interest, relating to property, to which I was referring in my First 
Statement. I could also see from the loan note register (see CB-9) that during the 
year ended 30 June 2021 that $6m of notes had been issued. It followed that the 
remaining $14m in loan notes had been issued within the last 2 years, and 
therefore had a maturity date (at which time the principal would fall due) that 
exceeded 8 years as at 30 June 2023. There had been no previous impairment of 
the notes; 

(c) the loan notes held by the EYF were recorded with an interest receivable of 
approximately $261,000 as at 30 June 2023. By itself this amount was not material 
to the financial statements of the Registered Schemes. I formed the view that this 
factor was not significant enough to represent an impairment indicator. I could also 
see that $15.2m (out of a total investment of $19.2m) had been issued during the 
current financial year ended 30 June 2023, and therefore had a remaining time to 
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maturity (at which time the principal would fall due) that exceeded 9 years as at 30 
June 2023. There had been no previous impairment of the notes;”   

651. There is nothing on the audit files recording that Mr Bradley undertook this process, 
nor is there anything on the audit files recording how Mr Bradley came to the views 
he did (particularly when there was no document recording the terms of the loan 
notes). We also note that there is no record on the audit files of Mr Lloyd having 
performed any work in relation to these matters, notwithstanding that it was Mr Lloyd 
(not Mr Bradley) who undertook the vast majority of the primary work on the audits.  
Mr Bradley was largely performing the role of reviewing Mr Lloyd’s work. 

652. In all of the circumstances, we are satisfied that PKF and Mr Bradley failed to 
prepare audit documentation that adequately described the audit procedures 
including the overall responses to the assessed risks of material misstatement at a 
financial reporting level, as required by ASA 230 paragraph [8] and ASA 330 
paragraph [28]. 

PART J – CONTENTION 8 – FAILURE TO APPROPRIATELY QUALIFY 

653. In Contention 8, ASIC asserts that PKF and Mr Bradley failed to appropriately 
qualify the audit opinions to account for the absence of SAA evidence, as required 
by ASA 330 paragraphs [26] to [27]; ASA 700 paragraph [17] and ASA 705 
paragraphs [6] to [9]. 

654. For convenience, we repeat those paragraphs of the Standards below: 

[ASA 330] 

“26. The auditor shall conclude whether sufficient appropriate audit evidence has 
been obtained. In forming an opinion, the auditor shall consider all relevant audit 
evidence, regardless of whether it appears to corroborate or to contradict the 
assertions in the financial report. (Ref: Para. A64)  

27. If the auditor has not obtained sufficient appropriate audit evidence related to a 
relevant assertion about a class of transactions, account balance or disclosure, the 
auditor shall attempt to obtain further audit evidence. If the auditor is unable to obtain 
sufficient appropriate audit evidence, the auditor shall express a qualified opinion or 
disclaim an opinion on the financial report.”  

[ASA 700] 

17. If the auditor:  

(a) concludes that, based on the audit evidence obtained, the financial report as a 
whole is not free from material misstatement; or  

(b) is unable to obtain sufficient appropriate audit evidence to conclude that the 
financial report as a whole is free from material misstatement,  

the auditor shall modify the opinion in the auditor’s report in accordance with ASA 
705.  

[ASA 705] 



 

 143 

“Form and Content of the Auditor’s Report When the Opinion is Modified 

Auditor’s Opinion  

16. When the auditor modifies the audit opinion, the auditor shall use the heading 
“Qualified Opinion,” “Adverse Opinion,” or “Disclaimer of Opinion,” as appropriate, 
for the Opinion section. (Ref: Para. A17–A19)  

Qualified Opinion  

17. When the auditor expresses a qualified opinion due to a material misstatement 
in the financial report, the auditor shall state that, in the auditor’s opinion, except for 
the effects of the matter(s) described in the Basis for Qualified Opinion section:  

(a) When reporting in accordance with a fair presentation framework, the 
accompanying financial report presents fairly, in all material respects (or gives a true 
and fair view of) […] in accordance with [the applicable financial reporting 
framework]; or  

(b) When reporting in accordance with a compliance framework, the accompanying 
financial report has been prepared, in all material respects, in accordance with [the 
applicable financial reporting framework]. When the modification arises from an 
inability to obtain sufficient appropriate audit evidence, the auditor shall use the 
corresponding phrase “except for the possible effects of the matter(s) ...” for the 
modified opinion. (Ref: Para. A20)  

Adverse Opinion  

18. When the auditor expresses an adverse opinion, the auditor shall state that, in 
the auditor’s opinion, because of the significance of the matter(s) described in the 
Basis for Adverse Opinion section:   

(a) When reporting in accordance with a fair presentation framework, the 
accompanying financial report does not present fairly (or give a true and fair view 
of) […] in accordance with [the applicable financial reporting framework]; or  

(b) When reporting in accordance with a compliance framework, the accompanying 
financial report has not been prepared, in all material respects, in accordance with 
[the applicable financial reporting framework].  

Disclaimer of Opinion  

19. When the auditor disclaims an opinion due to an inability to obtain sufficient 
appropriate audit evidence, the auditor shall:  

(a) State that the auditor does not express an opinion on the accompanying financial 
report;  

(b) State that, because of the significance of the matter(s) described in the Basis for 
Disclaimer of Opinion section, the auditor has not been able to obtain sufficient 
appropriate audit evidence to provide a basis for an audit opinion on the financial 
report; and  
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(c) Amend the statement required by paragraph 24(b) of ASA 700, which indicates 
that the financial report has been audited, to state that the auditor was engaged to 
audit the financial report.”   

655. No specific submissions were made by the parties in relation to the way in which 
these Standards applied in the circumstances of this case. We assume that ASIC’s 
case is that the standards applied on the basis that PKF and Mr Bradley failed to 
obtain SAA evidence. 

656. The application of the Standards in the circumstances of the present case is not 
straightforward. It appears that a number of the requirements of the Standards only 
apply where an auditor subjectively forms a view (for example where the auditor 
“concludes that, based on the audit evidence obtained, the financial report as a 
whole is not free from material misstatement” (ASA 700 para 17(a)). Here, there is 
no evidence that PKF or Mr Bradley concluded that the financial reports were not 
free from material misstatement.  In fact, the evidence suggests the contrary.  The 
real complaint is that they wrongly concluded that the financial reports were free 
from material misstatement when they did not have SAA evidence on which to base 
such a conclusion. 

657. As we understand the case having regard to the obligations imposed by ASA 330 
paragraph [27], it is as follows: 

(a) PKF did not obtain sufficient appropriate audit evidence related to a relevant 
assertion about a class of transactions, account balance or disclosure; 

(b) PKF failed to attempt to obtain further audit evidence; 

(c) As a result, PKF did not obtain sufficient appropriate audit evidence;  

(d) Therefore, PKF was required to express a qualified opinion or disclaim an 
opinion on the financial reports; and 

(e) In breach of ASA paragraph 27, PKF failed to do so. 

658. We are satisfied that the factual matters underpinning this case are made out.  

659. The only question which arises is whether the obligation to qualify or disclaim can 
only arise where the auditor subjectively recognises that it had not obtained SAA 
evidence and had actually attempted to obtain further evidence.  The obligation to 
qualify or disclaim arises “If the auditor is unable to obtain sufficient appropriate 
audit evidence”, and it may be argued that this obligation does not apply as it cannot 
be said that an auditor “is unable to obtain sufficient appropriate audit evidence” in 
circumstances where the auditor has not attempted to obtain further evidence (as 
in this case).  

660. We received no submissions dealing with this. We note that if there is any merit in 
the argument, it would have been in Mr Bradley’s interests to raise it. 

661. In the circumstances, notwithstanding the absence of submissions on the point, we 
will address the point.  
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662. We would reject any argument of the type set out above. The effect of such an 
argument would be as follows. In the case of a diligent auditor who failed to obtain 
SAA evidence, but diligently considered whether there was SAA evidence, diligently 
concluded that there was not, diligently attempted to obtain further audit evidence 
but was unable to obtain SAA evidence, the auditor would be obliged to qualify or 
disclaim. However, in the case of an auditor whose lack of diligence meant that he 
or she did not recognise that there was not SAA evidence and therefore failed to 
seek further evidence would not be subject to the same obligation. 

663. We are not confident that a similar argument could be made out under ASA 700 
paragraph [17(b)]. That paragraph requires the auditor to modify the opinion in the 
auditor’s report in accordance with ASA 705. In our view, the combination of that 
obligation and the terms of paragraphs [16] to [19] of ASA 705 contemplate that the 
auditor consciously concludes that he or she is unable to obtain SAA evidence and, 
as a result, is obliged to, and decides to modify the opinion in accordance with ASA 
705.  

664. In the circumstances, we rest our decision on paragraph [27] of ASA 330. 

665. We are satisfied that PKF had not obtained SAA evidence about an account balance 
or disclosure and, in breach of paragraph [27], failed to attempt to obtain further 
audit evidence and as a result was unable to obtain SAA evidence and failed to 
express a qualified opinion or disclaim an opinion on the audit reports. 

PART K – FAILURE TO CARRY OUT OR PERFORM ADEQUATELY OR PROPERLY 
DUTIES OF AUDITOR 

Relevant principles on applications under s 1292(1)(d)  

666. The Application is brought under both limbs of s 1292(1)(d). In this Part we deal with 
the first limb (failure to carry out or perform adequately and properly the duties of 
an auditor) 

667. Section 1292(1) provides (relevantly):  

“(1) The Board may, if it is satisfied on an application by ASIC or APRA for a person 
who is registered as an auditor to be dealt with under this section that, before, at or 
after the commencement of this section: …  

(d) the person has failed, whether in or outside this jurisdiction, to carry out or 
perform adequately and properly:  

(i) … the duties of an auditor; or  

… 

or is otherwise not a fit and proper person to remain registered as an auditor;  

by order, cancel, or suspend for a specified period, the registration of the person as 
an auditor.”  

668. The principles have been recently discussed by the Board in ASIC v Danieli at [684] 
ff. 
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669. The essential task of the Board on such an Application involves:  

(a) First, identifying the “duties of an auditor”; and 

(b) Secondly, making an evaluative or subjective determination about whether 
the duties have been carried out or performed “adequately and properly” (cf 
CMW23 v Companies Auditors Disciplinary Board [2024] FCA 407 at [56]).  

670. As to the first task, the case put forward by ASIC was that Mr Bradley did not comply 
with his obligation under subsection 307A(2) of the Corporations Act as lead auditor 
when he did not ensure that the audits were conducted in accordance with the 
Auditing Standards in Contentions 1 to 8. 

671. In our view, it was necessary to show that:  

(a) Mr Bradley owed duties,  

(b) That these were “the duties of an auditor”; and  

(c) That Mr Bradley did not carry out or perform adequately and properly those 
duties. 

672. We are satisfied that:  

(a) Mr Bradley did owe a relevant duty, namely, the duty to ensure that the audits 
were carried out in accordance with the Auditing Standards pursuant to s 
307A of the Corporations Act;  

(b) s 307A(2) imposes a “duty” upon a lead auditor (cf NHPT and Members of 
the Companies Auditors and Liquidators Disciplinary Board [2015] AATA 245 
at [38], [39]; Islam v ASIC [2024] ARTA 88 at [100] – [101]); and 

(c) The duty under s 307A is a “duty of an auditor” (cf ASIC v Danieli at [688]-
[689]).  

673. As to the second task, the relevant principles are discussed in ASIC v Danieli at 
para [691]ff. 

674. The question for the Board is whether relevant duties have been performed 
“adequately and properly”. This requires assessment of the level and standard of 
performance of duties. The level and standard of performance of the duty needs to 
be tested against a relevant benchmark. CADB has adopted the “relevant 
benchmark” terminology to refer to what comprises the “measuring stick” by 
reference to which a Panel undertakes its assessment of the level of performance 
of a registered company auditor of their relevant duties, and whether those duties 
have been performed properly. The benchmark is “accepted professional 
standards”. The accepted professional standards may be found by the Board to be 
set by, or alternatively reflected in, published Auditing Standards. The level of 
performance called for is that of “adequacy”. The standard is that the duty or 
function must be performed “properly”. At its heart, the question is directed to 
whether duties have been performed with “requisite skill and probity” and the 
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question can be seen as a reasonable surrogate for an enquiry as to the fitness of 
the person.  

675. In other words, the Board tests performance of duties and it does so by making an 
evaluative and subjective judgment, by reference to a benchmark, being accepted 
professional standards. This is a task within the expertise of the Board, as a body 
with appropriate professional skills to make informed decisions on this question. 

676. It follows from our findings above that we are satisfied that Mr Bradley has breached 
the obligation under s 307A in a number of respects by failing to ensure that PKF 
conducted the audits in accordance with the Auditing Standards referred to above. 
In particular, Mr Bradley failed to ensure that PKF complied with the following 
Auditing Standards:  

(a) ASA 200 paragraphs [15]-[16] (see paragraphs [585]ff); 

(b) ASA 200 paragraphs [11] and [17] (see paragraph [597]ff above); 

(c) ASA 330 paragraph [27] (see paragraphs [600-603]ff above); 

(d) ASA 500 paragraph [6] (see paragraph above [608ff]); 

(e) ASA 230 paragraph [8]  (see paragraph [636ff] above); 

(f) ASA 330 paragraph [28] (see paragraph [636ff] above); 

(g) ASA 330 paragraph [27] (see paragraph  [653ff] above). 

677. We are satisfied, by reason of the nature of the breaches of duty and the number of 
breaches of duty, that Mr Bradley has failed to carry out or perform the duties of an 
auditor “adequately and properly”.  The nature of the breaches is serious and, taken 
together, they amount to a comprehensive failure to ensure that Auditing Standards 
were complied with. We note the following: 

(a) PKF planned to undertake audit procedures which interrogated the 
assumptions underlying the values produced on behalf of the Schemes, 
including by obtaining valuations of the properties and applying the 
requirements of the Auditing Standards to interrogate the underlying 
assumptions and assess the expertise and experience of the valuers; 

(b) Mr Bradley reviewed and did not record any disagreement with the plans; 

(c) At no point did PKF or Mr Bradley amend the audit plans or document 
changes or any reason for a change of plan, for example, to adopt the AASB 
9 Impairment Approach and why this should be done; 

(d) PKF and Mr Bradley simply failed to carry out the plan set out in the Planning 
Memoranda; 

(e) In failing to carry out the plan, PKF and Mr Bradley failed to implement 
responses to assessed risks and ignored the assessed risks and the reasons 
for identifying such risks, including the fact that the great bulk of the 
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Schemes’ investments (in excess of 90% of the Schemes’ investments) were 
in a single group of related private Mutual Funds and the fact that the 
investments were in entities which were related parties to the responsible 
entity, AFL; 

(f) Mr Bradley asserted that a completely different audit approach was carried 
out (the AASB 9 Impairment Approach). To the extent this different approach 
was adopted, there was no evidence that PKF or Mr Bradley did so based 
upon an understanding of the entities being audited and their environments, 
(which involved the investment by the Schemes’ responsible entity of the 
bulk of the Schemes’ assets into a structure designed to fund the responsible 
entity’s related entities’ property developments) or carried out procedures to 
respond to assessed risks based upon that understanding; 

(g) We are not satisfied that PKF carried out the asserted approach and, in any 
event, to the extent PKF and Mr Bradley carried out the approach, the 
procedures were deficient, in terms of the requirements of AASB 9 from an 
auditor’s perspective; 

(h) In particular, there was no substantive analysis of the value of the debt 
instruments especially having regard to the circumstances that interest had 
not been paid;  

(i) Neither PKF nor Mr Bradley documented the nature of the different audit 
approach, the audit procedures purportedly carried out in pursuing this 
approach or the evidence obtained or the conclusions reached; and 

(j) Indeed, there was a comprehensive failure to document the nature, timing 
and extent of any audit procedures performed to comply with the 
requirements of the Auditing Standards and for the purpose of obtaining SAA 
evidence, or to document the results of audit procedures, any audit evidence 
obtained and any conclusions reached. 

678. We regard the failure to comply with the documentation requirements as serious.  
This was not a matter of form. The requirement for auditors to prepare audit 
documentation that would enable an experienced auditor, having no previous 
connection with the audit, to understand the nature, timing and extent of audit 
procedures, the results of procedures performed, the evidence obtained and 
conclusions and significant judgments is clear and has an obvious purpose. It is 
unacceptable for an auditor to ignore documentation requirements and, when an 
audit is subsequently scrutinised, to assert that unrecorded procedures were 
undertaken and evidence obtained, particularly procedures which involve nothing 
more than asserted “thought processes”, said to be part of the auditor’s 
“professional judgment”. 

679. Finally, we have found that overlaying Mr Bradley’s breaches were failures to 
exercise professional judgment and employ professional scepticism. 

680. In all the circumstances, we are comfortably satisfied that Mr Bradley’s conduct 
failed to satisfy the relevant benchmark of accepted professional standards.  We 
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are satisfied that Mr Bradley failed to carry out or perform adequately and properly 
the duties of an auditor.  

ASIC’s submission that Financial Reports were incorrect 

681. In submissions, ASIC contended that PKF’s representations in the audit reports 
(that the financial reports for the Schemes had been prepared in accordance with 
the Act and that they gave “a true and fair view of the Schemes’ financial position 
as at 30 June 2023”) proved to be incorrect. ASIC submitted that the financial 
reporting had not disclosed the true state of affairs. ASIC submitted that in June 
2025, ASIC had commenced proceedings seeking the appointment of receivers to 
AFL as responsible entity and a number of related entities and that, in making 
orders, the Federal Court had observed “a substantial shortfall between the funds 
invested in the registered schemes and the asset values of the registered schemes” 
(see the judgment of Downes J in Australian Securities and Investments 
Commission v Australian Fiduciaries Limited [2025] FCA 1099 (ASIC v AFL) 
handed down in September 2025, at [34]). 

682. ASIC went on to submit that the audits conducted under Mr Bradley’s supervision 
were entirely unsatisfactory and:  

  “The consequences of the Respondent’s conduct have been catastrophic. 
Investors face the prospect of losing their investments, and in some cases, their 
livelihoods”.  

683. Mr Bradley objected to these submissions as “prejudicial and unevidenced 
statements”.  We agree with Mr Bradley’s position.  

684. We note that the decision in ASIC v AFL does not appear to have involved any 
application for final relief and no findings of fact on a final basis appear to have been 
made.   

685. Further, the terms of Downes J’s statement in paragraph [34] of the judgment cited 
by ASIC was to the effect that “there appears” to be a substantial shortfall. 

686. This was not a clear finding of fact in final proceedings. 

687. In any event, whatever the position on the facts in ASIC v AFL, it is not open to us, 
in these proceedings, to make any findings about whether or not the Schemes’ 
financial reports gave a true and fair view of the Schemes’ financial position as at 
30 June 2023, far less, to make those findings on the basis of an observation in 
other proceedings, and far less, again, to make a finding that Mr Bradley’s actions 
have been the cause of catastrophic losses.  

688. The fundamental reason for this is that ASIC’s Application and Concise Outline did 
not seek to make a case under s 1292 on the basis that the Scheme’s financial 
reports were not true and fair, nor did it seek to make a case that Mr Bradley’s 
failings were the cause of losses (including losses to investors). The issues which 
ASIC brought forward to the Board, and which Mr Bradley was required to address, 
and which we have to consider, are the issues arising from the Amended Concise 
Outline and the Amended Concise Response, as refined by the parties in the 
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“Updated Issues Summary”. Those documents do not, either expressly or implicitly, 
raise the issues referred to above.  

689. We should note, that in saying this, we are not expressing a view one way or the 
other about these issues, nor are we belittling any loss which may have been 
suffered by investors in relation to the operation of these Schemes. We are simply 
stating that the observations in ASIC v AFL are not proper evidence and are not 
relevant to the issues arising in these proceedings. 

690. In the context of the more limited issues which we have to consider on this 
Application, we agree with Mr Bradley’s submission that ASIC’s submission on the 
above matters were prejudicial and not properly supported.  We make it clear that 
we have not been influenced by them and have decided the matter on the pleaded 
issues and on the basis of cogent evidence and supporting material.  

PART L – FIT AND PROPER PERSON 

691. As indicated above, s 1292(1) provides that the Board may exercise its powers 
where it is satisfied that an auditor has failed to carry out or perform adequately and 
properly the duties of an auditor “or is otherwise not a fit and proper person to remain 
registered as an auditor”. 

692. ASIC’s case in relation to the second limb of s 1292(1)(d), the “fit and proper” 
allegation, is based on the same allegations made in support of the first limb. In 
other words, in asserting that Mr Bradley is “otherwise not a fit and proper person 
to remain registered as an auditor”, ASIC has not advanced any aspect of Mr 
Bradley’s character or performance, over and above his failures under the first limb. 

693. The principles applicable to an allegation under the fitness and propriety limb were 
recently discussed by the Board in ASIC v Danieli at paragraphs [695] ff.  In that 
case, the Board took the view that when separate allegations are made concerning 
breaches under the first limb and concerning absence of fitness and propriety under 
the second limb, it is necessary to consider the second limb as a fresh question in 
accordance with its terms (at paragraph [708]). In other words, notwithstanding the 
fact that the authorities have held that a breach of the first limb will ordinarily amount 
to a lack of fitness and propriety, the mere fact that the Board has found that the 
Respondent has breached the first limb does not mean that the Board must or 
should also find that the second limb is satisfied.  

694. Indeed, the word “otherwise” in s 1292(1)(d) suggests that something more than the 
breaches of the first limb must be established in order to satisfy the second limb. 
The Board’s jurisdiction arises where it is satisfied that an auditor has failed to carry 
out or perform adequately and properly the duties of an auditor “or is otherwise” 
not a fit and proper person to remain registered as an auditor. 

695. In ASIC v Danieli, the allegation of lack of fitness and propriety was based upon the 
same factual circumstances as those relating to breach of duties. However, the 
nature of the breaches demonstrated that the Respondent was a person of a 
particular character, namely a person with an indifference to the requirements of 
the standards and a person of the character who could not be relied upon to comply 
with mandatory Auditing Standards.  
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696. The parties’ submissions in the present case did not expressly deal with issues of 
this type. In these circumstances, we do not consider that we can make a finding 
that Mr Bradley “is otherwise not a fit and proper person to remain registered as an 
auditor.” To do so would require us to conduct an analysis of the nature of his 
breaches for the purposes of attempting to identify a separate aspect of his 
character or performance which justified a fresh finding of lack of fitness and 
propriety, when ASIC has not sought to make out a specific argument of this type 
and Mr Bradley has not had an opportunity to address the argument. 

697. We do not consider that it is appropriate to make a finding of lack of fitness and 
propriety simply on the basis that we have found a series of failures to carry out or 
perform adequately and properly the duties of an auditor, even where these have 
been comprehensive and serious failures. 

698. We note that the authorities accept that a failure to carry out or perform adequately 
and properly the duties of an auditor will ordinarily equate to a lack of fitness and 
propriety in any event.  In the circumstances, where the same matters are relied 
upon in relation to each limb, there appears to be little to be gained by making a 
finding under both limbs.  

PART M. SANCTIONS 

Preliminary 

699. The Panel issued its Determination on 12 May 2026.  In substance, the 
Determination consisted of paragraphs [1] to [698] above. 

700. As the Determination was detailed and complex, a reasonable time was allowed for 
the parties to digest the Determination and prepare evidence and submissions for 
the Sanctions Hearing.  There was also some difficulty in finding mutually 
convenient dates for the parties and Panel members for the . 

701. The Sanctions Hearing was ultimately held commencing at 2:00 pm on 12 August 
via AVL.  

Evidence  

ASIC 

702. ASIC did not rely upon any additional evidence in relation to sanctions. 

Mr Bradley 

Mr Bradley’s Sanctions Statement 

703. Mr Bradley tendered a statement which he had signed on 24 July 2026, (Sanctions 
Statement) which contained an Exhibit bundle of six exhibits.  He also tendered a 
signed statement by Mr Colin Parker dated 22 July 2026 and a signed statement by 
Mr Shawn Lindemann. 

704. In his Sanctions Statement, Mr Bradley gave evidence of his qualifications and 
experience as a registered company auditor. Importantly, his evidence suggests 
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that he has been practising as an RCA and an audit partner or audit director since 
at least 2007.   

705. We also note that Mr Bradley had also given evidence of his extensive experience 
in his First Statement. This included: 

(a) He has been a Fellow of the Institute of Chartered Accountants Australia 
New Zealand since 1996;  

(b) At the time of signing his statement in October 2025, he was the lead audit 
partner at PKF on over 100 audit clients each year, ranging from public listed 
entities, large and small private companies and not for profit entities 
registered under the ACNC; 

(c) Over the course of his career, he conducted audits for clients in a wide variety 
of industries, including mining and exploration, aged care, manufacturing, 
schools, Australian financial services licensees, and not-for profits that 
perform services under the NDIS; 

(d) His audit portfolio included entities with significant property portfolios, 
especially retirement villages and aged care operations; 

(e) In addition to his other roles, he stated that he was the PKF Brisbane partner 
responsible for the implementation and monitoring of ASQM1 in accordance 
with the PKF international practice standards manual. This entailed obtaining 
detailed knowledge of ASQM1 and development of the PKF Brisbane Audit 
Risk Matrix to comply with the requirements of ASQM1; and 

(f) He stated that during his career, he had attended many training sessions on 
accounting and auditing standards and had exceeded his annual continuing 
professional development training hours as mandated by the Institute of 
Chartered Accountants (now called Chartered Accountants ANZ). Training 
had included sessions on financial instruments, expected credit losses, and 
revaluations of property under the investment property standard. 

706. There was some lack of clarity as to Mr Bradley’s current position. It appears that 
he ceased being a partner of PKF Brisbane from 30 June 2026.   

707. This position was elaborated in submissions. Mr Strong, on behalf of Mr Bradley, 
informed the Board that it was his understanding that as from 1 July 2026, a firm 
known as “Horizon Nexus” had taken over from PKF Brisbane. Mr Strong informed 
the Board that Mr Bradley was not a partner of PKF Brisbane, nor was he a partner 
of Horizon Nexus.  Thus, it appears that Mr Bradley is not involved with either of 
those firms but we have no other evidence as to Mr Bradley’s current partnership 
or employment status. 

708. Mr Bradley gave evidence that at no point in his career had he been subject to any 
personal disciplinary action.  

709. Mr Bradley’s Sanctions Statement also contained evidence in relation to the 
following matters: 
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(a) Recognition and acceptance of the Board’s Determination. Mr Bradley said 
that: 

i. He had carefully read and considered the Determination and that 
he understood and acknowledged the findings of the Board and 
their seriousness; 

ii. He was genuinely remorseful for his failures as identified by the 
Board and recognised that the role of a registered company 
auditor is a position of trust and responsibility to the public, to 
investors, and to the integrity of Australia's financial system; 

iii. He understood that audit failures can have serious consequences, 
and that as the audit partner responsible for PKF Brisbane’s 
conduct of the FY23 Audits, he took responsibility for the 
shortcomings identified by the Board;  

iv. He was determined to ensure, so far as he will be given the 
opportunity, that the failures of the type identified by the Board in 
his conduct of the FY23 Audits would not occur again.  

(b) Co-operation with ASIC during the investigation. Mr Bradley stated that: 

i. He played a major role in cooperating with the ASIC investigation 
of the audits prior to the Hearing; 

ii. PKF had provided ASIC with documents including an internal 
review carried out by PKF, Mr Basford’s “root cause” analysis 
report and a consequent action plan, and that all the steps outlined 
in the action plan had been completed by April 2026; 

(c) Commitment to improvement. Mr Bradley stated that: 

i. He proactively undertook further education and training relevant to 
issues raised by Basford Consulting in relation to the FY23 audits; 

ii. Having read the Determination, he understood that it would be 
appropriate for him to undertake further training to address the 
deficiencies in his performance in connection with the FY23 audits, 
as identified by the Board. He was willing to complete additional 
continuing professional development education with that training 
to specifically cover the following topics and to be pre-approved by 
ASIC: (a) the specific requirements of ASA 200, ASA 230, ASA 
330 and ASA 500; and (b) the concepts of professional scepticism, 
professional judgment, the gathering of appropriate audit evidence 
and appropriate audit documentation; 

iii. He was determined to improve his performance in audits, and in 
the event that the Board provided him with the opportunity to do 
so, he was committed to completing this type of additional CPD 
before resuming any duties as a registered company auditor; 
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(d) Voluntary decision to cease acting as a registered company auditor. He 
stated that: 

i. One week after the Application was made, he voluntarily stepped 
aside from his duties as signing auditor and registered company 
auditor, effective from 1 July 2025; 

ii. He stated that this was motivated by recognition of the seriousness 
of the matter, and he believed that it was inappropriate for him to 
sign audit reports whilst the matter was ongoing; 

iii. ASIC was made aware of this decision on 27 November 2025; 

iv. Since ceasing to act, he had not accepted nor performed any audit 
engagement requiring registration by him as a company auditor 
under the Corporations Act; 

(e) Audit for Schemes for FY24: 

i. Mr Bradley gave evidence to the effect that in June 2024, for the 
FY24 audits of the Schemes, he advised the Responsible Entity it 
should prepare an analysis of the recoverability of all of the 
underlying assets held by the Schemes; 

ii. He stated that he did this after conducting the half year review of 
the Schemes’ financial position in December 2023 and after 
reflecting on the information which had been provided in the 
previous year in support of the FY23 Audits; 

iii. A file note of a 5 June 2024 meeting between Messrs Bradley and 
Lloyd of PKF and Messrs Tony Keating and Brad Harvey of 
Eternus (which had taken over management of the Schemes from 
Apex Accounting) recorded (amongst other things) as follows:  

“Discussion was also held on the complex nature of the fund investments. 
The standard structure of the funds is as follows:  
1. Retail Fund (Subject to audit) – holds units in various wholesale funds 
run by AFL  
2. Wholesale funds – lend money received from retail funds via loan notes 
to Trusts (eg, Social Impact Trust)  
3. Trusts – Buy units in the sub-trusts.  
4. Sub-trusts or companies – hold the underlying assets, usually in a 
separate trust per property or loan asset  
5. Underlying Assets (Loans, property etc)  
 
From an audit view point it is important to verify that the underlying assets 
held at the sub-trust or company level are not impaired, as these support 
the recoverability of the loan notes and ultimately the unit values held by 
the retail funds in the wholesale funds.  
 
PKF also stressed to management that full accountability of the value of 
the fund investments needs to be readily tracked and verifiable through 
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supporting documentation. It is the responsibility of the AFL directors to 
ensure the fair values of the funds (and ultimately the ending unit price) 
can be supported – right down to the underlying investments.  
 
Tony Keating agreed to perform an analysis of the fund investments.”  

iv. A further file note dated 10 September 2024 recorded a meeting 
between PKF and Mr Brad Harvey and related to the “Impairment 
Review” undertaken by management for the Schemes.  This file 
note recorded, amongst other things: 

 
“In order to assess the recoverability of the RCPS / Loan Notes and 
accrued interest, the 30 June 2024 balance sheet of each of the entities 
that has issued these instruments were obtained.  
 
As the assets of these issuing entities primarily consist of loans to, or 
investments in, other entities, it is necessary to look through to these 
underlying entities when assessing carrying values and recoverability. 
Eternus performed a notional consolidation of entities to determine if the 
net assets were sufficient to support the carrying value of the loans/RCPS 
that the entities held.”  

v. Mr Bradley gave evidence to the effect that there were significant 
delays in the finalisation of the audits due to him being dissatisfied 
with the adequacy of the audit evidence produced by the 
Responsible Entity in support of the carrying value of the assets of 
the Managed Funds. Due to those delays, the audits had not been 
completed to Mr Bradley’s satisfaction by the time the Schemes 
were placed into administration and, as a consequence, PKF 
never signed off on the FY24 audits; 

vi. The 10 September file note shows that PKF expressed a view at 
that time that the process undertaken by Eternus in the impairment 
review was “comprehensive” and that the PKF’s conclusion under 
“Results” was that the analysis showed an impairment of 
approximately $3m on the Global Private Equity Trust and an 
impairment of approximately $8m on the Global Enhanced Yield 
Fund, the effect of which would be to reduce the value of the 
investments of the Schemes in these funds.  Eternus went into 
administration in mid September 2024; 

vii. (We note that ASIC served its first notice on PKF in November 
2024);   

(f) Reflection on the context to the FY23 Audits. Mr Bradley gave evidence that  

i. He had reflected on the context in which his failures arose and 
stated, with the benefit of hindsight that he had relied too heavily 
on management, did not insist on a more up to date picture of the 
investments, was too heavily focused on the “unit pricing” pack 
rather than the support for and structure of ownership in the 
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underlying properties and equity investments and made the 
request for valuations too late; 

ii. Having had time to read and reflect on the Board’s findings, Mr 
Bradley said that he regretted that he did not insist on information 
of the type similar to that required in the FY24 audit. 

(g) Attitude to compliance and disciplinary history. Mr Bradley stated (and this 
was not contested) that over the 19 year period he had been an RCA, he had 
never been the subject of disciplinary action or regulatory investigation 
before this matter; 

(h) Personal circumstances and consequences already suffered. Mr Bradley 
gave evidence that:  

i. He had been involved in the present matter for 1 year and 8 
months since the original ASIC notice had been issue in November 
2024; 

ii. His voluntarily stepping down from his role as an RCA had 
imposed a significant burden on his professional life as he was 
unable to act in one of his key roles as an audit partner of PKF; 

iii. The stress of dealing with the matter had had a detrimental effect 
on his mental health; 

iv. If he was able to return to acting as an RCA, he believed that the 
effect of the investigation resulting in the Determination would be 
that in future he would carry out his professional duties with an 
enhanced level of detail and enquiry, reflective of the Board’s 
findings. 

710. We note, at this point, that an issue arose between the parties concerning the status 
of Mr Bradley’s evidence.  

711. Mr Strong for Mr Bradley submitted that Mr Bradley’s evidence was not challenged 
by ASIC and whilst he did not contend that Browne v Dunn applied, the orthodox 
position applied that unchallenged evidence ought to be accepted. 

712. Mr Freeburn for ASIC submitted that the rule in Browne v Dunn cannot apply to 
proceedings before the Board and that the rules of procedural fairness generally 
require no more than prior notice of “the critical issues or factor upon which the 
decision is likely to turn” and any adverse conclusion “which is not an obvious and 
natural evaluation of that material”129.  Mr Freeburn submitted that there could be 
no dispute that, in this case, the respondent has been given proper notice of ASIC’s 
case. ASIC's written submissions on sanction, amongst other things, explicitly 
impugned the respondent's insight and remorse. The fact that Mr Bradley has since 

 
129 Relying on Commissioner for Australian Capital Territory Revenue v Alphaone Pty Ltd (1994) 49 FCR 576, 591 
(Northrop, Miles and French JJ) cited more recently in Degning v Minister for Home Affairs (2019) 270 FCR  451, 486 
(Thawley J); see also Kioa v West (1985) 159 CLR 550, 587 (Mason J).  
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made a statement asserting the opposite - that he does have insight and remorse - 
did not render that evidence “unchallenged” in any relevant sense, nor did it 
otherwise give rise to any obligation on the part of ASIC to cross-examine the 
respondent upon the assertion before the Board may make findings of the kind ASIC 
seeks. He submitted that even if the rule in Browne v Dunn did apply in this setting, 
it would not prevent the Board from making findings of the kind sought by ASIC in 
the absence of cross-examination on the question of insight. It was well-established 
that the rule did not apply where the witness was otherwise on notice that the 
witness’s version is in contest. Such notice may come from pleadings, or a pre-trial 
document indicating issues, or the other side’s evidence, or the other side’s 
opening. 

713. We do not consider that it is necessary for our decision to resolve the extent of the 
operation of the rule in Browne v Dunn in Board proceedings in this case, 
particularly where Mr Strong does not submit that the rule applies.  In general terms, 
we accept Mr Freeburn’s submission that Mr Bradley was on notice of ASIC’s case, 
particularly key conclusions and the matters relied upon to support those 
conclusions. In general terms, we approach the matter on the basis that we need to 
evaluate the whole of the evidence before us and are not obliged to accept Mr 
Bradley’s evidence on the basis that ASIC did not “challenge” the evidence. 

714. In any event, we note that much of Mr Bradley’s evidence cannot seriously be 
disputed.  The main area of dispute related to whether Mr Bradley had truly 
accepted the Board’s findings and was contrite. This evidence was relevant to 
whether Mr Bradley would be likely to breach his obligations again in future, if he 
were permitted to practice.   

715. We accept the matters set out in sub-para 709 (c) to (g) above. We will indicate the 
extent to which we accept his other evidence in our Consideration below.  

Mr Parker 

716. Mr Bradley relied upon a statement by Mr Colin Parker, a fellow of CA ANZ and a 
member for 40 years, who has had extensive experience in accounting and auditing 
matters including founding a consulting firm providing advice on all matters to do 
with financial reporting auditing and ethics. 

717. Mr Parker stated that he had known Mr Bradley for approximately 15 years in a 
professional capacity and over that period, had had several opportunities to observe 
his professional conduct and integrity, including when Mr Bradley and PKF had 
consulted him in relation to challenging technical financial reporting and auditing 
issues. Mr Parker stated that throughout his dealings with Mr Bradley, he had 
regarded him as a competent and conscientious professional who had 
demonstrated a commitment to the public interest and the maintenance of 
professional standards. 

718. Mr Parker stated that during consultations on contentious issues, he had found that 
Mr Bradley had a thorough grasp of the facts and circumstances and relevant 
standards and had formed a preliminary view on how the matter could be resolved, 
seeking that Mr Parker confirm or challenge his opinions or proposed course of 
action. Mr Parker stated that when challenged, Mr Bradley could articulate his 
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views, reflect, and act on the advice provided. During these discussions, Mr Parker 
observed careful and conscientious professional conduct. Mr Parker formed the 
view that Mr Bradley had a general professional character of a person who took the 
public interest function of his role as auditor seriously.  

719. Mr Parker also expressed positive views as to Mr Bradley’s participation in training 
and expressed the opinion that Mr Bradley is a person who is capable of engaging 
in further professional development in relation to the application of auditing 
standards, of learning and acquiring new knowledge and of applying that knowledge 
in the performance of his profession.  

720. Mr Parker stated that he had an extensive range of contacts within the auditing 
profession, including clients in Queensland, developed over many years and from 
these, nothing had come to his attention that cast doubt about Mr Bradley’s 
reputation as a competent and conscientious professional auditor, nor was he 
aware of any disciplinary findings against Mr Bradley, or any other matter that would 
reflect adversely on his professional character.   

721. Without suggesting that ASIC was obliged to challenge Mr Parker’s evidence, we 
note it was not challenged by ASIC.  

722. It was evidence based upon direct observation and we accept the evidence.   

Mr Lindemann 

723. Mr Bradley relied upon a statement of Mr Shaun Lindemann, an audit and 
assurance partner at Horizon Nexus Partners, formerly PKF Brisbane, who had 
practised in the conduct of audit and assurance engagements for 28 years. Mr 
Lindemann was a professional colleague and partner of Mr Bradley, having met him 
in 2008. 

724. Mr Lindemann stated that on the basis of his direct professional dealings with Mr 
Bradley over the period of the last 18 years including working together, Mr Bradley 
had consistently demonstrated technical rigour, thoroughness and appropriate 
professional scepticism in approaching audit engagements. 

725. Mr Lindemann gave evidence of instances of conduct that reflected an auditor 
willing to maintain professional positions notwithstanding commercial or 
interpersonal pressures. He stated that in his professional assessment, Mr 
Bradley’s general professional character was that of a person who took seriously 
the public interest function of the audit role. He made this observation having regard 
to the CADB’s findings in these proceedings, which he said he had read and 
understood.  

726. Mr Lindemann expressed his opinion that Mr Bradley had the professional capability 
and character to learn from the Board’s findings, and from any further relevant 
professional development which he may be required to undertake, and to resume 
his duties as an auditor from on or after 1 July 2028.  

727. We have no reason to doubt the above parts of Mr Lindemann’s evidence, which, 
as we understand it, were based upon Mr Lindemann’s direct observations of Mr 
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Bradley’s conduct and performance. It was not challenged by ASIC and we accept 
the evidence. 

728. Mr Lindemann also gave evidence to the effect that:  

(a) He had discussed the Board’s findings with Mr Bradley, and expressed the 
view that Mr Bradley had demonstrated genuine insight into the nature of the 
professional failings identified by the CADB; 

(b) Mr Bradley expressed to him, from July 2025, an acceptance of 
responsibility, genuine accountability and a proactive attitude towards 
remediation in relation to the matter. He asserted that Mr Bradley did not 
adopt an adversarial or evasive posture. He asserted that Mr Bradley took 
immediate responsibility when investigations commenced;  

(c) Mr Bradley had voluntarily stepped down from signing audit reports as a 
Registered Company Auditor from 1 July 2025, and that Mr Bradley accepted 
this professional and financial detriment entirely to protect the integrity of the 
registration framework and to ensure public confidence was maintained 
whilst undergoing the investigation matter; and 

(d) Mr Lindemann also noted that Mr Bradley volunteered involvement in an 
external review of three of his audit engagement files. Mr Lindemann 
asserted that Mr Bradley’s response to these proceedings reflected a person 
who understood the gravity of the findings and one who was genuinely 
committed to ensuring future compliance.  

729. This evidence was in the nature of conclusions going beyond a summary of 
observations, and it strayed into matters which are for the Board to decide. We will 
make our own decision on such matters, on the basis of probative evidence.  We 
note, in particular, in relation to Mr Lindemann’s assertion that Mr Bradley adopted 
a non-adversarial attitude to these proceedings, that this conclusion is directly 
inconsistent with the facts, which show that Mr Bradley has contested the 
proceedings very strongly. 

Submissions 

ASIC 

730. ASIC’s submissions were, in substance, to the following effect. 

731. As to the general principles relevant to sanctions: 

(a) Sanctions imposed under s 1292 have a protective purpose130 and are 
designed to safeguard the public, not to punish auditors; 

 
130 Australian Securities and Investments Commission v McDermott [2016] FCA 1186, [44]; Williams v Companies 
Auditors Disciplinary Board [2025] FCA 629, [122]. 
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(b) One of the principal factors relevant to the Board’s consideration of sanctions 
is the seriousness of the matters that have been found to be established131; 

(c) Protection is achieved, in part, through the mitigation of risk. In other statutory 
contexts, it has been said that the assessment of risk requires an evaluation 
of, first, the seriousness of any future harm which might be caused; and, 
second, the likelihood of that harm occurring132. This framework is equally 
applicable to the present circumstances. Relevant to the first of the above 
matters is the gravity of the conduct for which the practitioner has been found 
liable. Relevant to the second matter are findings that bear upon the auditor’s 
ability to practise safely and the extent to which the auditor demonstrates 
insight into, and acceptance of responsibility for, the conduct in question; 

(d) Protection is also advanced by preserving public confidence in the integrity 
of financial audits. The public relies on financial reporting to make significant 
decisions affecting livelihoods and financial security. The system’s effective 
operation depends not only on actual integrity, but on the appearance 
thereof. For the reporting framework to function, the community must be 
willing to engage with it—trusting the accuracy of reports and, by extension, 
the competence and probity of those who audit them. Allowing auditors who 
have breached their professional obligations to continue practising, even 
apart from the direct risks posed, erodes that trust and undermines the 
system as a whole; and 

(e) A further means by which the scheme promotes public protection is 
deterrence. Sanctions are designed to discourage both the individual auditor 
subject to discipline and the wider profession from engaging in similar 
misconduct—commonly described as ‘specific deterrence’ and ‘general 
deterrence,’ respectively. 

732. As to the seriousness of Mr Bradley’s conduct, ASIC submitted: 

(a) Mr Bradley’s conduct was very serious and his failures amounted, in 
substance, to a dereliction of his duties as an auditor and left unchecked the 
reporting of three schemes which held hundreds of millions of dollars worth 
of investor funds; 

(b) The Board had found that Mr Bradley’s breaches of duty were 
“comprehensive and serious.”; 

(c) The principal purpose of an audit is to manage the risk of material 
misstatement. In this case, the areas of risk were clear and obvious. The 
value of the Level 1 entities was, almost exclusively, dependent on the value 
of the debt instruments held by the Level 2 entities. It followed that any 
material misstatement was likely to arise from an error in valuation of those 
debt instruments. There was a need to closely interrogate the value of the 
debt instruments. This need was compounded by the fact that, as Mr Bradley 
himself recognised, those instruments displayed clear indicators of 

 
131 ASIC v McVeigh [2010] CALDBA 1, (10/VIC08), [12.7]. 
132 Tanielu v Minister for Immigration and Border Protection (2014) 225 FCR 424, [89] to [104]. 
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impairment. Significant amounts of interest were unpaid. Further, there was 
a close governance relationship between the Level 1 and 2 entities; 
exacerbating the risk posed by reliance on representations made at Level 2 
to substantiate those made at Level 1. There was, ultimately, a clear failure 
by Mr Bradley to respond to these risks. As the Board accepted, the debt 
instruments underpinning nearly the entire value of the scheme were 
subjected to virtually no scrutiny. Mr Bradley conducted no real analysis of 
loss allowance. There was no assessment of credit risk, nor did Mr Bradley 
consider, or even request, evidence of the Level 3 entities’ capacity to service 
the loans. There was no consideration of the existence, or value, of any 
collateral. Mr Bradley failed even to obtain copies of the debt instruments 
themselves. The value of the scheme was assessed, in large part, by 
reliance on bare assertions made by the very entity whose reporting was 
under audit. The inadequacy of that approach is self-evident. The fact a claim 
is made twice says nothing about its accuracy; 

(d) Not only was Mr Bradley ignorant of the risks posed by the “related party 
investment structure”, as the Board recognised, Mr Bradley seemingly 
regarded it as “a positive matter”. This was rightly found to demonstrate “a 
fundamental lack of understanding of the nature of conflict or related party 
risks”. Not only did Mr Bradley fail to respond to the impairment indicators, 
he “downplayed” them; suggesting that outstanding interest amounts were 
“not unusual for loans in relation to property”. The Board characterised this 
argument as “unpersuasive”. ASIC submitted that such evidence disclosed 
an alarming lack of awareness about the nature of impairment and risk;  

(e) Amongst Mr Bradley’s failures was a failure to prepare audit documentation 
that adequately disclosed the audit procedures. Even an experienced 
auditor, it was found, could not have ascertained the processes undertaken, 
the judgments made, nor evidence obtained by PKF.  Mr Bradley, it was said, 
“ignore[d]” the documentation requirements. Such conduct was 
characterised as “serious” and not merely “a matter of form”. The irony is 
that, had the record properly conveyed the true audit process undertaken, it 
would not have had much to say; 

(f) Counsel for ASIC acknowledged the Board’s criticisms of their submissions 
that the audited reporting was “inaccurate” and that there had been 
“catastrophic” consequences for investors as a result of Mr Bradley’s 
conduct. However, ASIC went on to submit that whilst it was true that the 
Board did not have material before it to evaluate the correctness of the 
reporting, the problem was that neither did Mr Bradley – whose entire job 
description, unlike the Board, was to evaluate the accuracy of reporting. 
Though it may not be possible to demonstrate, as a matter of fact, that Mr 
Bradley’s failures caused catastrophic consequences for investors, they 
certainly, at the very least, risked that outcome; 

(g) In sum, this case was not one of isolated non-compliance or technical 
deficiency. These were fundamental failures that affected audits concerning 
schemes which held substantial investor funds. A sanction that leaves Mr 
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Bradley able to resume audit practice in the near term would not adequately 
reflect the gravity of the conduct. 

733. As to the gravity of future harm, ASIC submitted that there could be no doubt that 
if, in the future, Mr Bradley were to repeat conduct of the type we had found, the 
nature of the harm that could be occasioned to the public is severe, and even a low 
risk of such conduct recurring is unacceptable and cannot be tolerated. 

734. As to the likelihood of future harm, ASIC submitted: 

(a) The evidence and the Board’s decision establishes that, at present, Mr 
Bradley cannot be trusted to act in compliance with his professional 
obligations; 

(b) There was no basis for the Board to be satisfied that this state of affairs will 
change in the near future. Mr Bradley’s failures could not be attributed to 
inexperience or a lack of familiarity with the auditing standards. He attributed 
to himself a “detailed knowledge” of the standards. On his own evidence, he 
had been involved in over one hundred audits per year as lead audit partner; 

(c) The standards that were breached by Mr Bradley were not obscure or 
arcane; they are among the most basic and fundamental requirements that 
are imposed upon auditors. With all of this in view, it is implausible that Mr 
Bradley, at the time of his omissions, was unfamiliar with such basic 
requirements; 

(d) Further, it should be borne in mind that, initially, others within PKF had 
articulated a plan responsive to the risks arising in the audit. That plan 
“identified overstatement of the value of investments…as a risk” and 
contemplated procedures responsive to that risk which involved examination 
of the “investments down through the entities to the underlying asset.”; 

(e) There can be no doubt that Mr Bradley was aware of this plan; he personally 
approved it. Accordingly, Mr Bradley not only understood the applicable 
standards in the abstract, but also had before him a concrete, audit-specific 
framework designed to give effect to those standards. Inexplicably, however, 
Mr Bradley “ignored” that plan. The procedures he in fact adopted bore no 
resemblance to those he approved and, for the reasons already outlined, 
were wholly inadequate. The source of the risk, therefore, is seemingly not 
any deficiency in knowledge that can be addressed by mere further 
education and training. It more likely lies in Mr Bradley’s character and 
attitude. Mr Bradley has demonstrated a willingness to disregard even those 
professional obligations that he is well placed to understand. He knew the 
standards and what they required in the particular case, but chose to 
disregard them. The Board should be wary of any attempt by Mr Bradley to 
attribute his failures to inadvertence or accident; 

(f) While the Board did not make any express finding of dishonesty or 
deliberateness, both the language of its findings and the evidence as a whole 
support an inference that, at a minimum, Mr Bradley acted with reckless 
indifference to the standards which applied to him. Significantly, the Board 
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repeatedly found that he “ignored” relevant risks and professional 
obligations. That language conveys more than mere oversight or 
carelessness. It implies awareness of the matter in question, coupled with a 
conscious decision not to engage with it. In practical terms, there is little 
distinction between ignoring a requirement and deliberately failing to comply 
with it. Both raise substantial concern about future risk; 

(g) There is no evidence that the underlying source of risk – Mr Bradley’s 
character - has been remedied. ASIC submitted that Mr Bradley had posed 
significant risk to the public in the past, and will continue to do so in the 
foreseeable future; 

(h) This was made apparent by a complete lack of insight on the part of Mr 
Bradley throughout this proceeding. To date, ASIC submitted, Mr Bradley 
had made no real concession. For the reasons set out below, even his 
general acceptance of a failure to meet documentary standards cannot be 
characterised as a genuine concession. He described contentions advanced 
by ASIC which were later upheld by the Board as, amongst other things, 
“unsupported’”; 

(i) Mr Bradley’s attitude suggested either a significant misunderstanding as to 
the content or application of his professional obligations, or, more likely, an 
unwillingness to accept the deficiencies in his conduct. On either view, it 
provided limited reassurance that the deficiencies have been addressed; 

(j) Throughout the proceeding, Mr Bradley made a number of claims that had 
no foundation in the evidence. There was not only an absence of evidence 
supporting many of these claims; the evidence often affirmatively 
contradicted them; 

(k) Further, as the Board found, “It is unacceptable for an auditor to ignore 
documentation requirements and, when an audit is subsequently scrutinised, 
to assert that unrecorded procedures were undertaken and evidence 
obtained, particularly procedures which involve nothing more than asserted 
“thought processes”.” 

(l) For the purposes of assessing sanction, the Board should be wary of any 
belated attempt by Mr Bradley to demonstrate awareness or responsibility. 
In light of Mr Bradley’s sustained and emphatic defence of conduct now 
found to be plainly in breach of his obligations, it was difficult to see how he 
can now credibly assert a proper understanding of his conduct. Until now, Mr 
Bradley’s position has been effectively unqualified. He maintained, almost 
unequivocally, that he had met the auditing standards. 

735. As to Mr Bradley’s reliance on his concession concerning absence of 
documentation, ASIC submitted that there was no real concession by Mr Bradley. 
ASIC submitted that bare, abstract acknowledgment that a documentation 
requirement was not met, unaccompanied by any explanation of how or why, did 
not amount to a true concession. It tended to undermine, rather than support, any 
suggestion of insight or contrition. 
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736. In conclusion on risk,  

(a) ASIC submitted that Mr Bradley posed an unacceptable risk to the public; 

(b) If he were to engage in similar conduct in the future, the potential harm to the 
public would be significant; 

(c) There was a real risk that such conduct would recur; 

(d) The source of the risk – Mr Bradley’s character – remained unaddressed, as 
evidenced by his sustained lack of insight throughout the process; 

(e) In the circumstances, considerations of risk support the imposition of a 
substantial sanction. 

737. In relation to public confidence, ASIC submitted that the conduct in which Mr 
Bradley had engaged eroded public confidence in the integrity of financial audits 
and the same could be said of any outcome which permitted Mr Bradley to practise 
in the near future in any capacity. ASIC submitted that the public must be assured 
that conduct of this nature will not be tolerated. 

738. In terms of deterrence, ASIC submitted that Mr Bradley’s conduct was attributable 
not to lack of knowledge or inexperience but to his character and any sanction that 
is insufficiently robust may fail to impress upon Mr Bradley the seriousness of his 
misconduct and the necessary of adhering strictly to his professional obligations.  
The “penalty” imposed must be calibrated to bring home not only to Mr Bradley but 
also to the profession at large that disregard of auditor standards will not be 
tolerated. 

739. ASIC also made the submission that the fact that the Board did not make a separate 
finding in relation to the “fit and proper” limb should not be understood as counting 
in Mr Bradley’s favour, having regard to our findings that a failure to carry out or 
perform duties adequately and properly will ordinarily equate to a lack of fitness and 
propriety. 

740. ASIC also submitted that the fact that not all Contentions were made out did not 
assist Mr Bradley in terms of Sanctions. 

741. Ultimately, ASIC submitted that the factors it had relied upon, considered together, 
justified the imposition of a significant sanction. ASIC submitted that Mr Bradley’s 
registration should be cancelled, and a period of suspension would not adequately 
address the risk identified above. The difficulty was not merely a want of technical 
knowledge; it was the demonstrated failure to apply fundamental audit obligations 
in a high-risk context, followed by an absence of meaningful insight into that failure. 
In those circumstances, ASIC submitted that cancellation was the appropriate 
protective response. The Board could not be satisfied that a suspension of any 
period would be sufficient to protect the public, maintain confidence in the audit 
regime, and mark clearly to the profession the seriousness with which such failures 
will be treated.  
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742. ASIC noted that sanctions imposed in previous matters are generally of limited utility 
as in any given case, the appropriate sanction will be highly fact sensitive. 
Nevertheless, ASIC provided a summary of recent sanctions imposed by the Board 
to provide assurance to the Board that the proposed penalty fell within the 
permissible range. 

743. Finally, ASIC submitted that if, contrary to the above submissions, the Board was 
minded to impose a period of suspension, ASIC wished to be heard on undertakings 
that may be imposed relevant to Mr Bradley’s return to practice.  

744. (We note that the Board invited ASIC to make submissions orally as to the last 
mentioned matter at the Sanctions Hearing but Mr Freeburn for ASIC stated that 
ASIC’s submission was that cancellation should be imposed.  He submitted that for 
the same reasons that cancellation was appropriate, it was really difficult to 
formulate conditions that would provide adequate guardrails for a return to practice).  

Mr Bradley 

745. Mr Bradley submitted that the appropriate sanction to achieve the primary objective 
of public protection was: 

(a) A suspension of three years commencing on 1 July 2025, being the date on 
which he voluntarily ceased to practise as a registered company auditor, 
together with  

(b) Undertakings including peer review by an ASIC-approved peer reviewer of 
the first three audits undertaken by Mr Bradley following the expiry of the 
suspension, and the completion of 10 additional CPD hours, pre-approved 
by ASIC, including content directed to the specific standards in respect of 
which breaches were found.  

746. In terms of the applicable principles,  

(a) Mr Bradley accepted that in exercising its discretion to determine an 
appropriate sanction, the Board’s primary concern is the protection of the 
public relying upon ASIC v Walker (06/VIC07) at [20.7]) noting that the Board 
explained at [20.7(b)], “[t]he protection of the public includes the 
maintenance of a system under which the public can be confident that the 
relevant practitioner and all other practitioners will know that breaches of duty 
will be appropriately dealt with”; 

(b) Mr Bradley submitted that there was no presumption that a finding under s 
1292(1)(d) required cancellation (see Williams v CADB [2025] FCA 629 at 
[123]) and that the Board's task was to consider what sanction would most 
appropriately achieve the objective of protection of the public, of which 
deterrence is an element, in the circumstances of each individual case (see 
Williams v CADB at [123] to [124]);  

(c) In ASIC v Williams (01/QLD17), the Board observed that a suspension will 
be an appropriate sanction where the Board can be satisfied that, after the 
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period of suspension, the auditor would be fit to resume practice (Williams at 
[1356]);  

(d) One of the principal factors relevant to the Board’s consideration of sanctions 
is the seriousness of the matters that have been found to be established 
(Walker at [21.4]); 

(e) A practitioner’s recognition of breaches of duty, attitude to compliance with 
professional standards generally and willingness to improve are relevant 
matters in the Board’s exercise of its power to order sanctions (Walker at 
[21.3]); 

(f) However, an auditor should not be penalised in sanction for legitimately 
contesting allegations and putting the regulator to proof, provided the auditor 
ultimately accepts the findings once made (ASIC v McVeigh (10/VIC08) at 
[14.1]); and 

(g) In exercising its sanctions power, the personal circumstances of the 
practitioner are to be given limited consideration by the Board (Williams at 
[1338], [1340]; Walker at [20.5], [20.7]).  

747. In terms of the application of those principles to the present case, Mr Bradley made 
submissions as follows. 

748. Mr Bradley accepted the Board's findings, including that the breaches of duty were 
serious and that there were significant shortcomings in the performance of his role 
in relation to the FY23 Audits.  

749. Mr Bradley submitted that the following factors relating to the Board’s findings were 
relevant to the exercise of the Board’s consideration as to the appropriate sanction:  

(a) The failures concerned the audits of three related registered schemes, 
conducted for a single financial year, FY23  in which a common audit 
approach was adopted. This is not a case where failures have been found to 
have been repeated across successive financial years or across multiple 
unrelated engagements; 

(b) In 19 years of being registered as an auditor, Mr Bradley has not previously 
been the subject of any disciplinary action or regulatory investigation; 

(c) The Board made no finding of dishonesty or of deliberate misconduct by Mr 
Bradley;  

(d) Contentions 4 and 6 were not established; and 

(e) There was no finding by the Board that Mr Bradley’s conduct in relation to 
the FY23 Audits of the Registered Schemes demonstrates that he is a person 
of a particular character – namely one who is ‘otherwise’ not a fit and proper 
person to remain registered as an auditor (Determination at [695, 696]).  
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750. In terms of recognition of breaches, attitude to compliance and willingness to 
improve, Mr Bradley submitted: 

(a) As at 1 July 2025, Mr Bradley voluntarily withdrew from any active 
engagements as a registered auditor – pending the Board’s determination of 
this matter. Mr Bradley submitted that this action speaks for the seriousness 
with which he viewed ASIC’s contentions and his desire to ensure that he 
could read, understand and apply any adverse finding or determination of 
the Board (if made) - in order to modify, alter and improve his conduct in 
future audit engagements; 

(b) During the hearing itself, Mr Bradley made concessions in cross-
examination. He accepted breaches of the documentation standards, 
accepted that the audits had not been carried out in accordance with those 
standards, and accepted that it was his responsibility to ensure that this was 
done (Determination at [639] to [643]);  

(c) Mr Bradley had since carefully read and considered the Determination, and 
understands and accepts the Board's findings, including the specific findings 
as to breaches of ASA 200, ASA 230, ASA 330 and ASA 500;  

(d) Mr Bradley was genuinely remorseful, acknowledged that the role of a 
registered company auditor is a position of trust and responsibility to the 
public, and took responsibility for the shortcomings identified by the Board; 
and 

(e) Mr Bradley’s withdrawal from active audit engagements had given him time 
away from his professional responsibilities in order to be able to reflect on 
the findings made.  

751. Mr Bradley submitted, in relation to ASIC’s submission that the Board should be 
“wary of any belated attempt by Mr Bradley to demonstrate awareness or 
responsibility”, this submission should not be accepted: 

(a) First, the authorities support the proposition that an auditor should not be 
penalised in sanction for legitimately contesting allegations and putting the 
regulator to proof, provided the auditor ultimately accepts the findings once 
made (McVeigh at [14.1]); 

(b) Secondly, Mr Bradley accepted responsibility in the course of the hearing 
itself: he accepted breaches of the documentation standards in cross-
examination, accepted that the audits had not been carried out in accordance 
with those standards, and accepted that it was his responsibility to ensure 
that this was done (Determination at [639] to [643]); and 

(c) Thirdly, Mr Bradley does in fact accept the Board's findings (Bradley 
Statement at [5] – [9]).  

752. Mr Bradley submitted, further, that Mr Bradley's willingness to improve was not a 
matter of mere assertion. Mr Bradley had demonstrated this willingness by steps 
already taken as set out in his statement including (a) withdrawal from any active 
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audit engagements as and from 1 July 2025, (b) the internal review, Basford review 
and action plan in response  (c) the fact that Mr Bradley has already completed 
further training, additional to his ordinary CPD requirements, selected specifically to 
address the deficiencies identified in the Basford Consulting review of the FY23 
audit files and (d) Mr Bradley’s willingness to complete, and offer of an undertaking 
to complete, additional CPD pre-approved by ASIC covering the specific 
requirements of ASA 200, ASA 230, ASA 330 and ASA 500 and the concepts of 
professional scepticism, professional judgment, the gathering of appropriate audit 
evidence and appropriate audit documentation, being the very matters in respect of 
which the Board found breaches.  

753. In terms of fitness to resume practice after suspension, Mr Bradley submitted that 
the defects identified by the Board relate to lack of knowledge and understanding, 
rather than any defect in Mr Bradley’s character. Mr Bradley submitted that ASIC’s 
submission that the source of the future risk lay “in Mr Bradley's character”, and at 
[25] invitation to the Board to infer that Mr Bradley “acted with reckless indifference” 
to the standards should not be accepted because: 

(a) This would involve the Board making a finding as to Mr Bradley's state of 
mind more serious than any finding in the Determination, in circumstances 
where no such case was pleaded or determined at the hearing; and 

(b) The Board has the benefit of character evidence from two senior members 
of the profession, each with a long and direct basis for their assessment of 
Mr Bradley, which is evidence that is contrary to ASIC’s submission. 

754. In relation to ASIC’s submission that there is a “tangible likelihood” of similar 
conduct recurring and that Mr Bradley cannot be trusted to comply with his 
professional obligations, Mr Bradley submitted that the best evidence on that 
question is how Mr Bradley in fact conducted the audits of the same Schemes for 
FY24, and this was inconsistent with ASIC's submission.  

755. Overall, Mr Bradley submitted that the Board could be satisfied that, at the expiry of 
the proposed suspension, Mr Bradley would be fit to resume practice, having regard 
to: (a) his acceptance of the Board's findings and demonstrated insight and 
remorse; (b) his conduct in relation to the FY24 Audits; (c) the remediation already 
completed and the further ASIC-approved CPD offered; (d) his long and otherwise 
unblemished record; and (e) the proposed undertaking that his first three audits 
following the expiry of the suspension be peer reviewed by an ASIC-approved peer 
reviewer.  

756. Mr Bradley acknowledged that personal circumstances are to be given limited 
consideration (Williams at [1338], [1340]) but nonetheless noted that this matter has 
been on foot since November 2024, that Mr Bradley's voluntary cessation of 
practice has imposed a significant professional burden, and that the matter has had 
a detrimental effect on his health. 

757. In conclusion on sanction, Mr Bradley submitted that a suspension of three years 
commencing on 1 July 2025 (and so concluding on 30 June 2028), together with 
the proposed undertakings as to peer review and ASIC pre-approved CPD, would 
mark the seriousness of the findings, serve both specific and general deterrence, 



 

 169 

and ensure that Mr Bradley returns to practice only when the Board can be satisfied 
that he is fit to do so. A cancellation would go beyond what the protective purpose 
of s 1292 requires and would, in substance, be punitive.  

758. Mr Bradley made further submissions in response to ASIC’s submissions and these 
are considered in our Consideration section below. 

Consideration. 

Principles 

759. There was little dispute about the applicable principles applicable to the exercise of 
the Board’s discretion in determining appropriate sanctions.  We accept the parties’ 
submissions dealing with the principles established by the authorities.  

760. It is well established that the essential function to be performed by the Board in 
exercising its discretion to impose sanctions under s 1292 is to determine whether 
the right of the respondent to act as an auditor should continue, in the light of all 
considerations before the Board which are considered to be relevant:  Albarran v 
Companies Auditors and Liquidators Disciplinary Board (2006) 233 ALR 37 (Full 
Court FCA) at page 47.  

761. The principles were summarised by the Hon Brian Tamberlin QC DP (as he then 
was) in NHPT v Members of the Companies Auditors and Liquidators Disciplinary 
Board (NHPT) [2015] AATA 245 at [18] as follows:  

“(a) The principal purpose of the proceedings is protective rather than punitive and the 
guiding principle is protection of the public;  

(b) The protection of the public includes ensuring that those who are unfit to practise 
do not continue to hold themselves out as fit to practise;  

(c) The protection of the public includes deterrence;  

(d) It also includes the maintenance of a system under which the public can be 
confident that practitioners will know that breaches of duty will be appropriately dealt 
with and that the regulatory regime applicable to auditors is effective in maintaining 
high standards of professional conduct;  

(e) The impact of the Board’s orders on the practitioner is to be given limited 
consideration, as the prime concern of the Board is the protection of the public;  

(f) Relevant matters include the respondent’s recognition and acceptance of the 
breaches of duty, attitude to compliance generally and willingness to improve. Genuine 
acceptance of failure, contrition and remorse are necessary requirements to 
rehabilitation; and  

(g) If a respondent is not considered fit and proper, suspension is not appropriate 
unless the Board can be confident that the respondent would be fit and proper after the 
period of suspension.”  

Application of the principles 
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762. Whilst there is much to be said for ASIC’s submissions that Mr Bradley’s 
performance justifies the cancellation of Mr Bradley’s registration, ultimately, having 
considered all of the relevant circumstances, we have decided that the appropriate 
sanction is: 

(a) To reprimand Mr Bradley in relation to his performance as lead auditor on 
the audit; and 

(b) Suspend his registration for a period of three years; 

(c) Require the undertakings set out below.  

763. Our reasons for making these orders are as follows.  

(a) Seriousness and nature of failings 

764. The starting point in our consideration of an appropriate sanction is the seriousness 
and nature of Mr Bradley’s failings.  

765. The seriousness and nature of the failings is clearly relevant to the question whether 
the Board should exercise its discretion and, if so, in what way, having regard to the 
various sanctions available, which vary in severity. 

766. The seriousness and nature of the failings are also relevant to the selection of an 
appropriate sanction required to achieve deterrence and to achieve the 
maintenance of public confidence referred to in paragraph (d) of Tamberlin DP’s 
summary of principles in NHPT.  

767. We consider that Mr Bradley’s failings were serious in their nature and extent.   

768. We have found that Mr Bradley’s failings were comprehensive and related to very 
important matters. They were not on the margins of the audit function; they went to 
its core. This is not a case of an isolated or technical breach on a single audit; it 
involved foundational obligations of an auditor - the obligation to obtain sufficient 
appropriate audit evidence, to exercise professional scepticism and to prepare 
documentation sufficient to allow an experienced auditor with no connection to the 
audit to understand what was done. These were not technical or lesser-known 
requirements. They are obligations imposed on every auditor in every audit 
regardless of the complexity of the entity being audited. 

769. In particular, we note: 

(a) Mr Bradley completely failed to recognise the elevated risk involved with the 
environment in which the audit was conducted (the closeness of the 
companies, the common responsible entity). His inability to appreciate the 
risks continued at the time of giving evidence to us, when he demonstrated 
a fundamental lack of understanding of the nature of conflict or related party 
risks; 

(b) He failed to undertake more testing when basic indications of impairment of 
an asset (non-payment of interest) were evident; 
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(c) It is hard to see how an auditor, expressing any reasonable degree of 
professional scepticism, would not have sought more detailed testing in 
these circumstances;  

(d) Mr Bradley’s failure to respond to the impairment indicators, by downplaying 
them on the basis that outstanding interest amounts were not unusual for 
loans in relation to property, was a serious failing; 

(e) We have found that in significant respects, PKF and Mr Bradley failed to 
display professional judgment and professional scepticism; and 

(f) We also note that the effect of our findings is that Mr Bradley knew that there 
was a plan to verify recovery down through the entities to the underlying 
property, but Mr Bradley effectively ignored this plan.   

770. Mr Bradley’s failings were also serious because of the context in which they 
occurred. The failings occurred in the course of undertaking three very important 
audits, namely audits of substantial managed investment schemes, which had 
sought and obtained well over $100m of investors’ funds. The potential 
consequences of Mr Bradley’s failings included a potential for a significant financial 
loss to members of the public. 

771. On this point, we did not accept ASIC’s submissions at the initial hearing that 
audited reports were inaccurate and that Mr Bradley’s conduct had led to 
catastrophic consequences for investors. That was not the case which was alleged 
or proved. However, it is quite a different matter to say that a potential risk of serious 
consequences for investors should be ignored. It cannot be said that that there was 
no risk that PKF’s and Mr Bradley’s failings may have resulted in an inaccurate audit 
report and serious detrimental consequences for investors. Indeed, we have found 
that PKF failed to express a qualified opinion or disclaim an opinion on the audit 
reports. There is substance in ASIC’s submission that:  

“It is true that the Board did not have material before it to evaluate the correctness 
of the reporting. The problem is, of course, that neither did Mr Bradley – whose 
entire job description, unlike the Board, was to evaluate the accuracy of reporting. 
Even if the reporting was in fact accurate and no investor harm eventuated, that 
would reflect, from the perspective of Mr Bradley, nothing more than good fortune.”  

772. We also agree with ASIC’s submission that the fact that we did not make a separate 
finding under the “fit and proper” limb should not be understood as counting in Mr 
Bradley’s favour.  As we stated in paragraph [698] above, the failure to carry out or 
perform duties adequately and properly will ordinarily equate to a lack of fitness and 
propriety. Our findings are that Mr Bradley has failed in a comprehensive and 
serious way to carry out or perform the duties of an auditor and there is no basis for 
asserting that this is a less serious finding than an express finding of lack of fitness 
and propriety. 

773. In short, Mr Bradley’s failings were serious both in terms of the nature and extent of 
those failings and in terms of the importance of the audits and the potential 
consequences for investors. 
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774. In our view, these matters make it inevitable that a serious sanction involving 
cancellation or a lengthy suspension combined with other sanctions is required to 
protect the public, provide deterrence and to maintain public confidence in the 
system.  

(b) Cooperation with ASIC 

775. In our view, Mr Bradley has not cooperated with ASIC in a way which assists him in 
a meaningful way in relation to sanctions.   

776. Mr Bradley gave evidence that he spent significant time in attending to ASIC’s 
investigation and notices issued by ASIC prior to the proceedings. He gave 
evidence that he devoted time in providing ASIC with PKF’s internal review and the 
Basford reviews and PKF’s action plan in response to the Basford review.  He relied 
upon the fact that all steps set out in the Action Plan were completed. 

777. Mr Bradley and PKF were obliged to respond to ASIC’s notices and provide them 
with the documents they had sought.  ASIC was fully justified in seeking the 
documents.  To the extent that this required Mr Bradley to spend extensive time on 
the exercise, this resulted from ASIC’s legitimate investigation into PKF and Mr 
Bradley’s conduct. 

778. Mr Bradley strongly contested ASIC’s application.  He was entitled to do so, but in 
our view, he did so on grounds which were largely unsupported in the audit files and 
which indicated that he had little insight into the requirements of the Standards and 
his failings.  He maintained that he had a plan to undertake the AASB9 Impairment 
approach, but he had approved a different documented plan at the outset of the 
audits.  Whilst he made detailed assertions about the different approach he 
adopted, on examination, there was little if anything in the audit files or the other 
evidence to indicate that PKF adopted the AASB9 Impairment Approach on the 
audits. 

(c) Recognition and acceptance of failings and remorse 

779. As Tamberlin DP said in NHPT, the respondent’s recognition and acceptance of the 
breaches of duty, their attitude to compliance generally and willingness to improve 
are relevant matters; “Genuine acceptance of failure, contrition and remorse are 
necessary requirements to rehabilitation.” 

780. Acceptance of failings is particularly important in relation to the question whether 
suspension is appropriate and whether the Board could not be satisfied that the 
problems would be addressed after a period of suspension.  This requires a 
consideration of the nature of Mr Bradley’s failings and whether he has truly 
accepted them.   

781. We deal with this topic under the following sub-headings: (i) has Mr Bradley 
accepted the failings identified by the Board (ii) has Mr Bradley expressed genuine 
contrition. 

(i) Has Mr Bradley accepted the failings identified by the Board 
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782. Mr Bradley gave evidence in a detailed and thorough way to the effect that he 
accepted the findings of the Board.   

783. ASIC submitted that Mr Bradley’s lack of insight (and thus, lack of acceptance) was 
evidenced by the way he conducted the initial hearing, which involved a fierce 
resistance of ASIC’s claims, together with assertions that ASIC had advanced 
unfounded allegations. They also submitted that he has not addressed the issue of 
character. 

784. As to the first point, it is correct that at the initial hearing, Mr Bradley did not accept 
that he had failed in his duties. Indeed, he opposed ASIC’s case strongly.  In the 
light of the nature of his response, we agree with ASIC that the way that he 
conducted his defence of the Application and some of the attitudes which he 
expressed showed that he had little insight into the requirements of the Standards 
or the nature of his failings. 

785. Mr Bradley submitted that he should not be penalised in sanctions for legitimately 
contesting allegations and putting the regulator to proof, provided the auditor 
ultimately accepts the findings once made (relying on ASIC v McVeigh (10/VIC08) 
at [14.1]).   

786. We accept this and we accept that we should not approach the analysis of Mr 
Bradley’s attitude at the initial hearing with the benefit of hindsight, that is having 
regard to the final views we formed on the matter, after the completion of the initial 
hearing.  Mr Bradley chose to defend his position at the hearing and was to some 
degree supported by an expert witness, Mr Thorn. 

787. In our view, the real question is whether now, at the time of considering sanctions,  
the Board can be satisfied on the evidence as a whole, that the respondent has 
recognised and accepted the failings identified by the Board, notwithstanding the 
position maintained at the hearing. 

788. In this regard, the Board asked Mr Strong at the Sanctions Hearing to clarify the 
extent of Mr Bradley’s acceptance of our findings, bearing in mind that his case at 
the initial hearing had been to the effect that:  

(a) It was never part of the plan to verify recovery down through the entities to 
the underlying property;  

(b) The plan was to adopt the AASB9 Approach; and  

(c) This is what he did.   

789. We have found that this evidence was incorrect, that there was a plan by PKF to 
verify recovery down to the underlying properties, that there was no plan to adopt 
the AASB9 Approach, and that Mr Bradley did not do what was required under either 
approach. 

790. Mr Strong stated that by accepting the findings of the Board, Mr Bradley was not 
accepting that he was not telling the truth at the hearing. He submitted that Mr 
Bradley was accepting the findings that we had made, and was accepting that these 
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revealed significant failings on his part, (see paragraphs 5 to 10 of his Sanctions 
Statement). 

791. We should note that Mr Bradley also relied on the fact that he had made a 
concession at the initial hearing concerning Contention 7 and the failure to 
document. We accept that Mr Bradley made this concession but we do not consider 
that it was a meaningful concession, being made in global terms which prevented 
any real understanding of the nature of the concession.  The Board’s task is to give 
proper consideration of the nature and extent of a respondent’s failings and this 
requires an understanding of the details of those failings. A failure to document can 
range from a minor omission to a wholesale failure.  Mr Bradley’s failure to provide 
particulars of his concession on the first day of the hearing was unreasonable and 
inappropriate.  His refusal to provide particulars led to the Board having to spend 
time in analysing the true extent of the failing. This so-called concession counts 
against Mr Bradley, rather than in his favour.  

792. We have given serious consideration to the question whether Mr Bradley has truly 
acknowledged our findings. We accept that it is a common enough situation for a 
respondent to take a particular position at trial, but accept a contrary position after 
judgment, once the reasons of the tribunal are available. 

793. Ultimately, despite our concerns about Mr Bradley’s approach at the initial hearing 
and lack of insight at the time of the hearing, we now have a statement by Mr 
Bradley dealing with our findings and his acceptance thereof. 

794. Mr Bradley has stated that he accepts the Board’s findings and he has done so in 
a comprehensive way. We do not believe it necessary to reproduce the relevant 
paragraphs of his statement verbatim.  However, amongst other things, he has 
stated: 

“I have carefully read and considered the Determination and I understand and 
acknowledge the findings of the Board. In particular, I acknowledge and accept that 
there were significant shortcomings in the performance of my role in relation to the 
FY23 Audits. I acknowledge and accept the findings of the Board that I failed to ensure 
that the audits were carried out in accordance with the requirements of the Auditing 

Standards by failing to”  … and then he sets out each of the standards dealt with 
in our Determination. 

795. He continues: 

“In addition, I have read and understood the summary provided by Board at [677] of 
the Determination and I accept the seriousness of the Board’s findings set out there.”  

796. He also deals with our findings in relation to the importance of documentation and 
states that he accepts this obligation is a matter of substance not form. 

797. Mr Bradley was not cross-examined to challenge the veracity of his evidence.  We 
do not suggest that this was necessary, but in the absence of cross-examination 
undermining such evidence, or some other proper reason to disregard his evidence, 
we consider that we should accept the evidence.   
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798. We do not consider that Mr Bradley’s position at trial and lack of insight was so 
extreme that we should disbelieve his present evidence that he accepts the findings 
of the Board. 

799. In relation to the second point (character), we deal with this point below in 
considering the risk of Mr Bradley being permitted to continue to practise.  Suffice it 
to say that we have not made any finding that Mr Bradley has a character or attitude 
to disregard professional standards or that he has a reckless indifference to the 
Standards. 

800. In conclusion on the question of acceptance, despite our concerns about Mr 
Bradley’s approach and lack of insight at the time of the initial hearing, we accept 
Mr Bradley’s statement that he has read and accepts our findings in the 
Determination. 

(ii) genuine contrition 

801. As already noted above, Mr Bradley has also stated that he is genuinely remorseful 
for his failures.  In paragraph 10 of his statement, he said: 

“I am genuinely remorseful for my failures as identified by the Board. The role of a 
registered company auditor is a position of trust and responsibility to the public, to 
investors, and to the integrity of Australia's financial system. I understand that audit 
failures can have serious consequences. As the audit partner responsible for PKF 
Brisbane’s conduct of the FY23 Audits, I take responsibility for the shortcomings 
identified by the Board. I am determined to ensure, so far as I will be given the 
opportunity, that the failures of the type identified by the Board in my conduct of the 

FY23 Audits will not occur again.” 

802. Again, Mr Bradley was not challenged on this evidence (accepting that whilst this 
was not necessarily required, the position remains that the evidence was not 
diminished or dismantled in cross-examination).  As with his statement as to 
acceptance of our reasons, we do not consider that we should disbelieve him. In 
the circumstances, we are satisfied that Mr Bradley has accepted our findings and 
is genuinely contrite and remorseful. 

(d) attitude to compliance and willingness to improve 

803. Notwithstanding Mr Bradley’s failings in the present matter, and lack of insight 
demonstrated at the initial hearing, we are satisfied that Mr Bradley has an overall 
willingness to comply with professional standards and is willing to improve.  

804. In this regard, we rely upon the fact that Mr Bradley voluntarily withdrew from 
engagements as a registered auditor as from 1 July 2025.  In our view, this showed 
that Mr Bradley paid proper respect to the need for the maintenance of professional 
standards in the profession, and the need for professional standards to be, and to 
be seen to be upheld.  Although Mr Bradley continued to contest ASIC’s allegations 
strongly, his action in withdrawing from engagements was consistent with a proper 
recognition by him that even the possibility of an adverse finding against him made 
it inappropriate to continue to accept engagements as an RCA pending our 
decision. 
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805. We also rely on the fact that Mr Bradley has already completed some further 
training, additional to his ordinary CPD requirements, and that this training was 
selected to address deficiencies identified in the Bradford review.  Whilst this 
additional training has not been extensive, it is further evidence of a willingness to 
improve. 

806. Further on this issue, we accept and rely upon: 

(a) Mr Parker’s evidence about Mr Bradley’s participation in training in the past 
and his view that Mr Bradley is a “person who is capable of engaging in 
further professional development in relation to the application of auditing 
standards, of learning and acquiring new knowledge and of applying that 
knowledge in the performance of his profession”; and 

(b) Mr Lindemann’s evidence that in his opinion, Mr Bradley had the professional 
capability and character to learn from the Board’s findings, and from any 
further relevant professional development which he may be required to 
undertake, and to resume his duties as an auditor on or after 1 July 2028. 

807. We also accept Mr Bradley’s evidence that he is willing to complete, and offers an 
undertaking to complete, additional CPD, pre-approved by ASIC covering the areas 
in respect of which we have found failings.  

808. Mr Bradley’s willingness to improve is relevant to the extent that we need to consider 
whether Mr Bradley’s registration should be suspended, rather than cancelled.  In 
that event, Mr Bradley’s willingness to improve would be relevant to the question 
whether we can be satisfied that after a period of suspension, Mr Bradley would be 
fit to carry on practising as an RCA.  We shall deal with this topic further below.  

(e) Personal circumstances and consequences already suffered  

809. We note that Mr Bradley gave evidence that the investigation and proceedings have 
resulted in a significant burden on his professional life and has involved stress 
impacting his mental health.  

810. Mr Bradley conceded that the personal circumstances of the practitioner are to be 
given limited consideration by the Board. We simply note this as a relevant matter 
to consider along with all other relevant circumstances. 

811. However, we accept, as Mr Bradley suggests,  that the effect of the investigation 
and proceedings is likely to be that Mr Bradley, if permitted to continue to practise, 
will carry out his professional duties “with an enhanced level of detail and enquiry, 
reflective of the Board’s findings” about him in this matter. 

(f) Cancellation or suspension - Risk of future harm and fitness to resume practice 
in the event of suspension. 

812. Having found that Mr Bradley has accepted our findings and is genuinely contrite 
and remorseful, we turn to consider the appropriate sanction. 
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813. We consider the nature of Mr Bradley’s failings make it inevitable that the only 
appropriate sanctions would be cancellation or a substantial suspension of three 
years coupled with a reprimand and appropriate undertakings.   

814. The determining factor in deciding between these two options is risk of future harm 
to the public and whether we can be satisfied that after a suitable period of 
suspension, Mr Bradley will be fit to resume practise. 

815. As we have recorded above, ASIC made extensive submissions to the effect that 
Mr Bradley posed an unacceptable risk to the public because the source of Mr 
Bradley’s failings lay in his character and attitude, a willingness to disregard 
professional obligations (which he was well placed to understand) and a reckless 
indifference to the standards that applied to him.  This, ASIC submitted, together 
with his sustained lack of insight throughout the process, showed that there was a 
real risk that Mr Bradley would engage in similar conduct in the future with a 
potential for significant harm to the public. ASIC submitted that, at present, Mr 
Bradley cannot be trusted to act in compliance with his professional obligations and 
there was no basis for the Board to be satisfied that this state of affairs will change 
in the near future.  

816. Mr Bradley submitted that the defects identified by the Board relate to a lack of 
knowledge and understanding, rather than any defect in Mr Bradley’s character. He 
submitted that ASIC’s submission that the source of future risk “lies in Mr Bradley's 
character”, and that the Board should infer that Mr Bradley “acted with reckless 
indifference” to the standards should not be accepted. He submitted that the Board 
did not make any express finding of dishonesty or deliberateness and the inference 
which ASIC pressed would involve the Board making a finding as to Mr Bradley's 
state of mind more serious than any finding in the Determination, in circumstances 
where no such case was pleaded or determined at the hearing. 

817. In oral submissions, the Board sought explanation from Mr Strong of one aspect of 
Mr Bradley’s failings, namely his fundamental failure to recognise a clear indicator 
of an impairment of an investment, how Mr Bradley could have relied too heavily on 
management in this regard and what this said about Mr Bradley’s ability to perform 
the role of an RCA in future. Mr Strong submitted that Mr Bradley’s failings were 
isolated (“one three entity audit” in a lengthy career) and that this failure was an 
aberration, albeit a serious one, as shown by the fact that Mr Bradley adopted the 
correct approach in relation to the same matters in the following FY24 audit. 

818. In relation to the pleading point concerning character and reckless indifference, 
ASIC’s primary Contentions on the Application did not extend to an allegation that 
Mr Bradley was not a fit and proper person to remain registered because the nature 
and extent of Mr Bradley’s failings showed that Mr Bradley was of a character to 
disregard professional standards, or that Mr Bradley was recklessly indifferent to 
compliance with auditing standards (see paragraph [692] above). We distinguish 
the case from ASIC v Danieli [2025] CADBA 4, where ASIC did make an allegation 
of this type (see at [678](u) in that decision).  

819. We accept that it was legitimate for ASIC is make submissions as to future risk 
having regard to the nature of Mr Bradley’s failings, and that we should form a view 
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as to whether the nature of the failings give rise to an unacceptable risk of potential 
future harm.  

820. We accept that Mr Bradley’s failings cannot be put down to lack of knowledge or 
lack of experience. He was a very experienced auditor at the time of the audits and 
the standards that were breached were not obscure or arcane.  ASIC also rightly 
submitted that we have found that Mr Bradley approved a plan for the audit (which 
involved verifying recovery down through the entities to the underlying property), 
and he then effectively ignored the plan, and that Mr Bradley ignored the 
documentation requirements.  We accept that Mr Bradley demonstrated a lack of 
insight into his failings at the initial hearing. 

821. However: 

(a) It is correct to say that Mr Bradley’s failings occurred in the course of one 
main event, namely the FY23 audits, which involved a common audit 
approach;   

(b) Further, Mr Bradley’s failings were interrelated. They centred on the failure 
to interrogate the value of the Schemes and Mutual Funds’ investments by 
verifying recovery down through the entities to the underlying properties. The 
failure to carry out the plan which required this to be done, the failure to 
exercise professional judgment and scepticism and the failure to properly 
document were related failings; 

(c) We consider that Mr Bradley, wrongly, was influenced by the fact that he had 
built up a degree of familiarity with the client, whom he trusted, and that he 
relied upon knowledge which he possessed from previous audits. This is 
consistent with a serious failure to do what was required on a group of audits 
but there was no evidence of a wider pattern of deficient behaviour or failings 
over a longer period; 

(d) There is no evidence that Mr Bradley has ever been subject to any 
disciplinary complaint, other than the present Application; 

(e) This is notwithstanding the fact that as at October 2025, he was the lead 
audit partner at PKF on over 100 audit clients each year, and presumably 
was involved in similar numbers of audits for some time prior to 2025; 

(f) We accept Mr Bradley’s evidence that in the FY24 audit, in circumstances 
similar to the FY23 audit, Mr Bradley did give attention to professional 
obligations and standards, in circumstances where the client’s interests may 
well have been impacted. On 5 June 2024, at the commencement of the 
FY24 audit process, PKF and Mr Bradley “stressed to management” that “it 
is the responsibility of the AFL directors to ensure the fair values of the funds 
(and ultimately the ending unit price) can be supported – right down to the 
underlying investments”.  The evidence shows that, as a result, valuations 
were obtained by the client and that PKF was in the process of considering 
these when the manager went into administration; 
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(g) The evidence of Mr Parker was that he had found Mr Bradley to be a 
competent and conscientious professional who had demonstrated a 
commitment to the public interest and the maintenance of professional 
standards;  

(h) The evidence of Mr Lindemann was that his professional assessment of Mr 
Bradley (by which we assume he meant, has assessment in a professional 
context), was that Mr Bradley’s general professional character was that of a 
person who took seriously the public interest function of the audit role and 
that he was an auditor willing to maintain professional positions 
notwithstanding commercial or interpersonal pressures; and 

(i) We also accept that it is likely that the effect of the investigation and 
proceedings will be that Mr Bradley, if permitted to continue to practise, will 
carry out his professional duties “with an enhanced level of detail and 
enquiry, reflective of the Board’s findings” about him in this matter. 

822. In the circumstances, we are not satisfied that Mr Bradley had a character to 
disregard of professional standards, or that Mr Bradley was recklessly indifferent to 
compliance with auditing standards nor do we consider that the risk to the public of 
permitting Mr Bradley to resume practice after a period of suspension, is of the 
degree which warrants cancellation. We consider that the evidence as a whole is 
sufficient to satisfy us that Mr Bradley will be fit to resume practise after an 
appropriate suspension with appropriate undertakings and that an order for 
suspension together with a reprimand and undertakings, rather than cancellation, 
is appropriate.  

823. We should note, that we agree with ASIC’s submission that the conduct in which Mr 
Bradley had engaged was of a type which would erode public confidence in the 
integrity of financial audits and that the public must be assured that conduct of this 
nature will not be tolerated. After having given significant consideration to the 
concerns raised by ASIC, we ultimately consider that the sanctions we have decided 
to impose (which include, in effect, a three year suspension, undertakings to engage 
in ongoing training prior to recommencing practise and a reprimand) will satisfy the 
public that failings of the type involved in these proceedings, will be dealt with firmly 
by the Board in the interest of protecting the public. 

824. ASIC made submissions to the effect that an order for cancellation fell within the 
permissible range for sanctions when having regard to other decisions of the Board. 
ASIC acknowledged that reference to sanctions imposed in previous matters are 
generally of limited utility, given that appropriate sanctions are usually highly fact 
sensitive. We have had regard to the cases referred to in ASIC’s submissions133, 
and do not provide a compelling reason to impose cancellation rather than 
suspension. We are satisfied that the sanctions which we have decided to impose 
fall within the permissible range for appropriate sanctions and, for the reasons 
already advanced, are the appropriate sanctions in all the circumstances of this 
case. 

 
133 The cases included the majority of conduct cases on the Board’s website 
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Appropriate orders 

825. We consider that the appropriate orders, in the circumstances are that Mr Bradley’s 
registration be suspended, together with a reprimand and undertakings. 

826. We consider that the appropriate length of suspension is three years.  

827. Mr Bradley has submitted that the period of suspension should take into account 
the fact that he voluntarily ceased engagements as from 1 July 2025. 

828. We have already expressed the view that in ceasing such engagements, Mr Bradley 
paid proper respect to the need for the maintenance of professional standards in 
the industry, and the need for professional standards to be, and to be seen to be 
upheld.   

829. We also believe that there is a limit to the time when a registered company auditor 
should be suspended.  We believe that three years is an appropriate limit.  Any 
longer period may well diminish rather than enhance the respondent’s ability to be 
fit to return to practise at the end of the period of suspension. 

830. In the circumstances, we consider that the period during which Mr Bradley had 
ceased to take engagements should be taken into account in the period of 
suspension, with the intent that the appropriate sanction be a three year 
suspension. 

831. We note that pursuant to s 1298 of the Corporations Act, Mr Bradley is taken not to 
be registered as an auditor so long as the registration is suspended. 

832. We consider that the circumstances of the present case require, in addition, that Mr 
Bradley, who had been practising as a registered company auditor for 16 years at 
the time of the FY23 audits, be reprimanded for his conduct, in the form set out 
below. 

833. We consider that it is appropriate that Mr Bradley be required to give undertakings 
as set out in Schedule A 
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Orders 

834. We make the following orders: 

1. Pursuant to s 1292(1) of the Corporations Act 2001 the registration of Mr Cameron 
Arthur Bradley with auditor registration number 000311497, as a company auditor 
be suspended for a period commencing on the date which is two business days 
after the date on which Mr Bradley is provided with a notice of the decision pursuant 
to sub-section 1296(1)(a) of the Act and ending on 30 June 2028. 

2. Cameron Arthur Bradley is reprimanded, pursuant to s 1292(9)(a) of the Act, in 
relation to the audits for which he was Lead Auditor, conducted by the firm PKF 
Brisbane Audit of the financial reports of three registered managed investment 
schemes for the financial reporting period ending 30 June 2023, namely: 

(a) Global Diversified Alpha Fund; 

(b) Global All-Seasons Fund; and 

(c) Global Multi-Strategy Fund,  

in so far as he failed, notwithstanding having been a registered company auditor for 
a period of 16 years at the time, to carry out or perform adequately or properly the 
duties of an auditor in relation to the audits, including failing to ensure that PKF 
Brisbane Audit carried out the audits in accordance with the Australian Auditing 
Standards, including by failing to: 

(d) Display and exercise professional scepticism and professional judgment, 

(e) Perform appropriate audit procedures for the purposes of obtaining sufficient 
appropriate audit evidence,  

(f) Obtain sufficient appropriate audit evidence, 

(g) Prepare sufficient audit documentation for the audits as required by the 
Australian Auditing Standards. 

3. Pursuant to sub-section 1292(9)(b) of the Act, we require that Mr Bradley give an 
undertaking to engage in the conduct set out in paragraphs 1 to 10 of the Undertaking 
set out in Schedule A to the Notice of Decision and Reasons, by signing a copy of an 
undertaking in that form, and sending a signed copy by email to the Applicant and to 
the Companies Auditors Disciplinary Board at registrar@cadb.gov.au on or before 
the expiry of two business days from the date upon which Mr Bradley is provided with 
a notice of the decision pursuant to sub-section 1296(1)(a) of the Act.  

 
H. K. Insall SC 
Panel Chairperson 
 
Julie Williams  
Accounting Member  
 
Brad Potter 
Accounting Member  
 

mailto:registrar@cadb.gov.au
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Angela Pearsall 
Business Member 
 

10 September 2026  
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SCHEDULE A 

UNDERTAKING 

I, Cameron Arthur Bradley, hereby undertake to the Companies Auditors Disciplinary 

Board (CADB) to engage in the following conduct: 

Audit reviews by peer 

1. From 1 July 2028, I shall engage, at my own cost, a registered company auditor to 
undertake a review of the first 3 audits (the Audits) conducted pursuant to the 
Corporations Act 2001 (Cth) of which I am the auditor or engagement partner (Peer 
Reviewer). 

2. I shall make all necessary arrangements to enable the Peer Reviewer to undertake 

the review of the Audits. 

3. I shall not engage a Peer Reviewer until I have received from ASIC approval in writing 

to the proposed Peer Reviewer and their terms of engagement, having first provided 

ASIC with 30 days’ notice of the proposed engagement, together with the curriculum 

vitae of the proposed Peer Reviewer and the draft written terms for the proposed 

engagement. 

4. I shall ensure that a term of my engagement of the Peer Reviewer is that as soon as 

practicable, and no later than 3 months after the completion of each Audit, the Peer 

Reviewer will provide to ASIC:  

(a) An opinion in writing as to whether my work as Auditor or Engagement 
Partner on each Audit has in all material respects been conducted in 
accordance with the standards promulgated by the Auditing and Assurance 
Standard Board and the Australian Accounting Standards Board together 
with  

(b) The reasons on which the opinion is based.  

5. I shall provide to ASIC as soon as practicable, and no later than 3 months after the 
completion of each Audit, an opinion in writing from the Peer Reviewer that my work 
as Auditor or Engagement Partner on each Audit has in all material respects been 
conducted in accordance with the standards promulgated by the Auditing and 
Assurance Standard Board and the Australian Accounting Standards Board or 
successor body together with the Peer Reviewer’s reasons. 

Membership of professional body  

6. I shall use reasonable endeavours to retain my membership of the Chartered 

Accountants Australia and New Zealand (CA ANZ) until 1 July 2030.  

Annual CPD requirement 

7.  In the period from the date upon which I sign this undertaking until 30 June 2028, I 

shall complete 10 hours per year (or an equivalent number of hours for part of a year) 
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of continuing professional development training (in addition to the hours I am required 

to complete to retain my membership of CA ANZ) (CPD Requirement) which: 

(a) Must consist of training content covering: (i) independence; (ii) the concepts 

of professional scepticism and professional judgment (iii) the gathering of 

appropriate audit evidence (iii) appropriate audit documentation and (iv) 

ethics; 

(b) Is training where the training provider and the training content has been 

approved in writing in advance by ASIC, where I have first provided ASIC 

with 30 days’ notice of the proposed training provider and the training 

content.  

8.  I shall provide ASIC with documentary evidence of satisfactory completion of the CPD 

Requirement no later than 30 days after I complete the CPD Requirement including 

evidence demonstrating that the CPD Requirement completed is distinct from and in 

addition to the annual training I am required to complete to retain my membership of 

CA ANZ. 

Undertaking to ASIC 

9.  I make a separate undertaking to ASIC in the terms of each of the undertakings in 

paragraphs 1 to 8 and 10 of this Undertaking.  

Non-compliance  

10.  Without derogating from the consequences of non-compliance with these 

undertakings under s 1292(9) of the Corporations Act 2001 (Cth), should I not 

comply, or become aware of non-compliance with any of the undertakings in this 

Undertaking, I shall within 5 business days notify ASIC in writing of the details of the 

non-compliance including the date on which it occurred and the circumstances and 

reasons for which it occurred.  


