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Defined terms have the same meaning as those used in the Second Cross-Claim Amended

Statement of Cross-Claim (“SOCC”), unless otherwise stated.

The Cross-Defendants (“PwC”) plead to the SOCC as follows:

A. Parties
1 PwC admit paragraph 1 of the SOCC.
2 As to paragraph 2 of the SOCC, PwC:

(a)

say that AET (then named Tower Trust Limited) was appointed the trustee for the
holders of debentures issued by Provident, subject to and in accordance with the
Deed of Amendment between Provident and AET dated 24 November 2005
(“Consolidated Trust Deed"); and

otherwise deny the paragraph.
Particulars

Clause 1A of the Consolidated Trust Deed

3 PwC admit paragraph 3 of the SOCC.

4 As to paragraph 4 of the SOCC, PwC:

(@

(b)

(c)

(d)

(e)
Y

say that the firm trading as PwC was appointed as auditor of Provident pursuant to
section 324AB of the Corporations Act 2001 (Cth) (“Corporations Act’) for the
period 21 October 1998 to 3 January 2008;

say that no allegation is made in respect of any audit conducted by PwC prior to
FYO04,

say that because the PwC audit for FY04 and FY05 was completed prior to AET's
appointment, there is no basis for a claim in FY04 and FY05;

say that the terms of PwC'’s appointment as auditor of Provident were the subject
of letters of engagement, from time to time, including without limitation, in respect
of FY04, FY05, FY06 and FYO07,

refer to paragraphs 12, 50, 88 and 126 below; and

otherwise deny the paragraph.

5 As to paragraph 5 of the SOCC, PwC:

(@)
(b)

repeat their answer to paragraph 4 above;

say that the persons named in Schedule One of the Notice of Appearance filed by
PwC on 1 February 2017 were partners of PwC during the period 21 October 1998
to 3 January 2008;
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(c)

(d)

deny that the partners who were partners who retired at any time up to the date of
the 2005 Audit Report are properly joined as Cross-Defendants; and

otherwise do not admit that the persons named as Cross-Defendants are properly
joined as Cross-Defendants, and say that the proper Cross-Defendants are those

persons who were partners as at the dates on which the alleged acts or omissions

occurred.

As to paragraph 6 of the SOCC, PwC:

(a)
(b)

repeat their answer to paragraph 4 above; and

admit the paragraph.

As to paragraph 7 of the SOCC, PwC:

(a)
(b)

repeat their answer to paragraph 4 above; and

admit the paragraph.

As to paragraph 8 of the SOCC, PwC:

(a)

(b)
(c)

(d)

rely on the terms of the statutory provisions pleaded in the paragraph for their full

force and effect;

repeat their answer to paragraph 4 above and otherwise admit the paragraph;

say that, throughout the period from 29 September 2004 to 28 September 2007,

the Corporations Act required:

(i)

an auditor who conducted an audit of the financial report for a financial
year or review of the financial report as at the half year to form an
“opinion” about the matters stated therein: section 307; and

an audit of the financial report for a financial year, or an audit or review of
the financial report of a half year, to be conducted in accordance with the

auditing standards: section 307A;

say further that PwC rely upon the terms of the auditing standards in force during
the period 29 September 2004 to 28 September 2007 for their full force and effect,
and note that the standards recognised the following matters (in successive

iterations and notwithstanding non-material changes in language):

(i)

although the auditor’s opinion enhances the credibility of a financial report,
the user cannot assume that the audit opinion is an assurance as to the
future viability of the entity nor the efficiency or effectiveness with which

management has conducted the affairs of the entity;
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(ii)

(iii)

Particulars

Auditing Standard AUS 202 (Objectives and General Principles
Governing an Audit of a Financial Report) (July 2002) at .03

Auditing and Assurance Standard AUS 202 (Objectives and
General Principles Governing an Audit of a Financial Report)
(February 2004) at .03

Auditing Standard ASA 200 (Objectives and General Principles
Governing an Audit of a Financial Report) (April 2006) at 29

an audit in accordance with the auditing standards is designed to provide
reasonable assurance that the financial report taken as a whole is free
from material misstatement. Reasonable assurance is a concept relating
to the accumulation of the audit evidence necessary for the auditor to
conclude that there are no material misstatements in the financial report
taken as a whole. Reasonable assurance relates to the whole audit
process;

Particulars

Auditing Standard AUS 202 (Objectives and General Principles
Governing an Audit of a Financial Report) (July 2002) at .08

Auditing and Assurance Standard AUS 202 (Objectives and
General Principles Governing an Audit of a Financial Report)
(February 2004) at .08 and .16 fo .18

Auditing Standard ASA 200 (Objectives and General Principles
Governing an Audit of a Financial Report) (April 2006) at 24-29

an auditor cannot obtain absolute assurance because there are inherent
limitations in an audit that affect the auditor’'s ability to detect material
misstatements, including limitations resulting from: (a) the use of testing;
(b) the inherent limitations of internal control (for example, the possibility
of management override or collusion); and (c) the fact that most audit

evidence is persuasive rather than conclusive;
Particulars

Auditing Standard AUS 202 (Objectives and General Principles
Governing an Audit of a Financial Report) (July 2002) at .11

Auditing and Assurance Standard AUS 202 (Objectives and
General Principles Governing an Audit of a Financial Report)
(February 2004) at .09
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(iv)

(v)

Auditing Standard ASA 200 (Objectives and General Principles
Governing an Audit of a Financial Report) (April 2006) at 26

the work undertaken by an auditor to form an audit opinion is permeated
by judgement, in particular regarding: (a) the gathering of audit evidence;
and (b) the drawing of conclusions based on the audit evidence gathered
(for example, assessing the reasonableness of estimates made by

management in preparing the financial report);

Particulars

Auditing Standard AUS 202 (Objectives and General Principles
Governing an Audit of a Financial Report) (July 2002) at .10

Auditing and Assurance Standard AUS 202 (Objectives and
General Principles Governing an Audit of a Financial Report)
(February 2004) at .10 and .16

Auditing Standard ASA 200 (Objectives and General Principles
Governing an Audit of a Financial Report) (April 2006) at 27

an audit is not a guarantee that the financial report is free of material
misstatement;

Particulars

Auditing Standard AUS 202 (Objectives and General Principles
Governing an Audit of a Financial Report) (July 2002) at .8 to .13

Auditing and Assurance Standard AUS 202 (Objectives and
General Principles Governing an Audit of a Financial Report)
(February 2004) at .12

Auditing Standard ASA 200 (Objectives and General Principles
Governing an Audit of a Financial Report) (April 2006) at 29

the concept of “reasonable assurance” acknowledges that there is a risk
that an audit opinion will be inappropriate (known as “audit risk”), which
risk is itself a function of the risk of material misstatement of the financial
report (known as “risk of material misstatement”) and the risk that the
auditor will not detect such misstatement (known as “detection risk”):

Particulars

Auditing Standard AUS 202 (Objectives and General Principles
Governing an Audit of a Financial Report) (July 2002) at .08 to .13
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(vi)

(viii)

()

Auditing and Assurance Standard AUS 202 (Objectives and
General Principles Governing an Audit of a Financial Report)
(February 2004) at .14 and .16

Auditing Standard ASA 200 (Objectives and General Principles
Governing an Audit of a Financial Report) (April 2006) at 30 to 41

audit risk, the risk of material misstatement and detection risk cannot be
reduced to zero. With respect to detection risk, the risk cannot be
reduced to zero because the auditor usually does not examine all of a
class of transactions, account balance, or disclosure and because of other
factors, including the possibility that the auditor might select an
inappropriate audit procedure, misapply an appropriate audit procedure,
or misinterpret the audit results;

Particulars

Auditing Standard AUS 202 (Objectives and General Principles
Governing an Audit of a Financial Report) (July 2002) at .08 to .13

Auditing and Assurance Standard AUS 202 (Objectives and
General Principles Governing an Audit of a Financial Report)
(February 2004) at .15, .16 and .20 to .23

Auditing Standard ASA 200 (Objectives and General Principles
Governing an Audit of a Financial Report) (April 2006) at 38 to 41

the audit process involves the exercise of professional judgement in
designing the audit approach; and

Particulars

Auditing Standard AUS 202 (Objectives and General Principles
Governing an Audit of a Financial Report) (July 2002) at .10

Auditing and Assurance Standard AUS 202 (Objectives and
General Principles Governing an Audit of a Financial Report)
(February 2004) at .16

Auditing Standard ASA 200 (Objectives and General Principles
Governing an Audit of a Financial Report) (April 2006) at 34

while the auditor is responsible for forming and expressing an opinion on
the financial report, the responsibility for preparing and presenting the
financial report in accordance with the applicable financial reporting
framework is that of the management of the entity, with oversight from
those charged with governance; and
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Particulars

Auditing Standard AUS 202 (Objectives and General Principles
Governing an Audit of a Financial Report) (July 2002) at .14

Auditing and Assurance Standard AUS 202 (Objectives and
General Principles Governing an Audit of a Financial Report)
(February 2004) at .24

Auditing Standard ASA 200 (Objectives and General Principles
Governing an Audit of a Financial Report) (April 2006) at 42

(e) say further that, by reason of the matters identified in paragraph 8(d) above:

(i) the provision of audit services in accordance with the Corporations Act
necessarily involved the exercise by an auditor of his or her professional
judgement and the forming by the auditor of professional opinions in
respect of which reasonable minds could differ; and

(ii) in providing audit services in accordance with the Corporations Act, an
auditor was not providing absolute assurance and was not verifying or
warranting the accuracy of the contents of the financial report that had
been prepared by the management of the entity the subject of the audit

and for which that entity was responsible.

FY04 Audit

Alleged damages in negligence at common law

9

10

PwC admit paragraph 9 of the SOCC.
As to paragraph 10 of the SOCC, PwC:

(@) rely on the terms of Provident's financial report for FY04 for their full force and

effect;

(b) say, in respect of paragraph 10(a) of the SOCC, the financial report for FY04
states that there were loans and advances in the amount of $187,576,802;

(c) say, in respect of paragraph 10(b) of the SOCC, the financial report for FY04
states that an amount of $45,319,313 was included in the loans and advances as
at 30 June 2004 which represented the amount of past due loans;

(d) say, in respect of paragraph 10(c) of the SOCC, the financial report for FY04
states that no specific provision was made for past due loans as at 30 June 2004

as the directors considered that the recovery of all amounts of principal and

35479121



11

(e)

(f)
(9)

(h)

interest at the contractual rate was regarded as reasonably certain given the

security cover,

say, in respect of paragraph 10(d) of the SOCC, that the financial report for FY04
stated that Provident's total assets as at 30 June 2004 were $202,703,652;

admit subparagraphs 10(e) and 10(f) of the SOCC;

say further that Provident's financial report contained a “Directors’ Declaration” to
the effect that:

()] the directors of Provident declared that the financial statements and notes
set out on pages 5 to 19:

(A) complied with Accounting Standards, the Corporations
Regulations 2001 (Cth) (“Corporations Regulations™) and

other mandatory professional reporting requirements; and

(B) gave a true and fair view of Provident's financial position as at
30 June 2004 and of its performance, as represented by the
results of its operations and its cash flows, for the financial year

ended on that date; and
(ii) in the directors’ opinion:

(A) the financial statements and notes were in accordance with the
Corporations Act, and

(B) there were reasonable grounds to believe that Provident would
be able to pay its debts as and when they became due and

payable; and

otherwise deny the paragraph.

As to paragraph 11 of the SOCC, PwC:

(@)
(b)

(c)

repeat their answer to paragraphs 4 and 8 above;

say that on 29 September 2004, Mr Michael O’Sullivan, the Chairman and
Managing Director of Provident (“Mr O’Sullivan”), signed the Directors’ Report
and Directors’ Declaration in respect of the financial statements for the year ended
30 June 2004;

say further that, after Mr O’Sullivan took the actions pleaded in paragraph 11(b)
above, Mr Michael Codling (“Mr Codling”) signed the audit report, in his name and
in the name of PwC pursuant to section 324AB(3) of the Corporations Act, in
respect of the year ended 30 June 2004 (“2004 Audit Report”);
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(d)

(e)

rely on the terms of the 2004 Audit Report for their full force and effect and say
that:

() the 2004 Audit Report was divided into three sections: “Audit Opinion”;
"Scope” and “Independence”; and

(ii) under the heading “Scope”, the 2004 Audit Report stated, infer alia, that:

(A) the directors of Provident were responsible for the preparation
and true and fair presentation of the financial report in
accordance with the Corporations Act, including responsibility
for the maintenance of adequate accounting records and
internal controls that are designed to prevent and detect fraud
and error, and for the accounting policies and accounting
estimates inherent in the financial report;

(B) PwC conducted an audit in accordance with Australian Auditing
Standards, in order to provide reasonable assurance as to

whether the financial report was free of material misstatement;

(C) the nature of an audit is influenced by factors such as the use
of professional judgement, selective testing, the inherent
limitations of internal control, and the availability of persuasive

rather than conclusive evidence; and

(D) an audit cannot guarantee that all material misstatements have
been detected; and

otherwise admit the paragraph.

As to paragraph 12 of the SOCC, PwC:

(@)

(b)
(c)

say that the terms of the contract between PwC and Provident, in relation to the
year ended 30 June 2004, are set out in the Letter of Engagement dated

28 January 2003, including the terms and conditions which comprised Appendix 1
to the letter and a Client Assistance Schedule letter dated 29 July 2004 (together,
the “2004 Retainer’);

rely on the terms of the 2004 Retainer for their full force and effect:;
say that the 2004 Retainer included the following terms:
(i) the directors of Provident were responsible for, inter alia:

(A) ensuring that the company kept accounting records which at
any time disclosed with reasonable accuracy the financial

position of the company;
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(B) establishing and maintaining an internal control structure;

(C) preparing a financial report (including adequate disclosure)
which gives a true and fair view of the company’s financial
position and performance, represented by the results of its
operations and cashflows, in accordance with Accounting
Standards, other mandatory reporting requirements and the
Corporations Act, and

(D) enabling PwC to access, on an unrestricted basis, all records,
information and explanations that PwC considered necessary in
connection with the audit;

(ii) PwC had a statutory responsibility to form an opinion, and report on
whether the financial report presented to them by the directors was in
accordance with the Corporations Act including:

(A) giving a true and fair view of the company'’s financial position
and performance, represented by the results of its operations
and its cash flows; and

(B) complying with Accounting Standards, the Corporations
Regulations and other mandatory professional reporting
requirements;

(i) a statutory audit of the annual financial report would be conducted in
accordance with Australian Auditing Standards to provide reasonable
assurance as to whether the annual financial report was free of material
misstatement;

(iv) the procedures adopted by PwC would include examination, on a test
basis, of evidence supporting the amounts and disclosures in the financial
report and evaluation of accounting policies and significant accounting
estimates; and

(v) there was an unavoidable risk that audits planned and executed in
accordance with Australian Auditing Standards may not detect a material
error or irregularity; that audits are based on selective testing of the
information being examined and that therefore efrors and irregularities
may not be detected; and that an audit could only provide reasonable and
not absolute assurance that the annual financial report was free of
material misstatement; and

(d) otherwise deny the paragraph.
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14

11

As to paragraph 13 of the SOCC, PwC:

(@)

(b)

()

(d)
(e)

As to paragraph 14, PwC:

(@)

admit that they knew that Provident had on issue debentures the subject of

Chapter 2L of the Corporations Act,

admit that they knew that there was a trustee for debenture holders, which trustee

owed the duties set out in section 283DA of the Corporations Act,

admit that they knew that the trustee for debenture holders could be replaced with

a new trustee at some date after PwC audited Provident's financial report for FY04

and issued its audit report to Provident;

refer to and repeat paragraph 14 below; and

otherwise deny the paragraph.

say that, at the time PwC audited Provident's financial report for FY04 and issued
the 2004 Audit Report;

(D AET was not the trustee for holders of debentures issued by Provident;

(i) AET owed no duties under section 283DA of the Corporations Act and
could not be liable to holders of debentures issued by Provident under

section 283F of the Corporations Act,

(iii) it was incumbent upon the trustee from time to time for the holders of

debentures issued by Provident to:

(A)

(B)

(C)

exercise reasonable diligence to ascertain whether the property
of Provident, and of any guarantor, that was or should be
available (whether by way of security or otherwise) would be
sufficient to repay the amount deposited or lent when it
becomes due: section 283DA(a);

exercise reasonable diligence to ascertain whether Provident
had committed any breach of the provisions of the Debenture
Trust Deed between Provident Capital Limited and 1.0.0O.F
Australia Trustees (NSW) Limited (“IOOF”) dated 11 December
1998 (“Trust Deed”) and the Deed of Amendment between
Provident Capital Limited and IOOF dated 23 December 1999
("Deed of Amendment”) or Chapter 2L of the Corporations
Act. section 283DA(b); and

do everything in its power to ensure that Provident remedied

any breach known to the trustee of any provision of the Trust
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Deed and the Deed of Amendment, or Chapter 2L of the

Corporations Act unless the trustee was satisfied that the

breach would not materially prejudice the debenture holders’

interests or any security for the debentures: section 283DA(c),

(iv) the trustee from time to time for the holders of debentures issued by

Provident enjoyed the power, pursuant to the Trust Deed and the Deed of

Amendment, to compel Provident to:

(A) make available for inspection by the trustee or the trustee’s

auditor, the whole of the financial or other records of Provident:
Trust Deed, ¢16.0.2;

(B) give to the trustee, or the trustee’s auditor, such information as

the trustee or the trustee’s auditor requires with respect to all

matters relating to the financial or other records of Provident:
Trust Deed, cl 6.0.3; and

(C) provide to the trustee, at the trustee’s request, a schedule setting

out:

{aa) details of the amounts of the debenture funds invested in
each form of authorised investment at the end of the
month;

(ab) the amount of the debenture funds at the beginning and
at the end of the month;

(ac) for each form of authorised investment, the income
received during the month and the projected income for
the next month;

(ad) the amount of interest paid on debentures for the month
and the projected amount of interest payable on
debentures for the next month; and

(ae) particulars of mortgage arrears at the end of the month
and the action taken by Provident to recover those
arrears: Trust Deed, cl 6.0.8;

(v) the trustee from time to time for the holders of debentures issued by

Provident enjoyed the power, pursuant to the Corporations Act, to compel

Provident to comply with its obligations to:

(A) make all of its financial and other records available for

inspection by:
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(b)

13

(aa) the trustee; or

(ab) a registered company auditor appointed by the trustee to

(B)

(D)

carry out the inspection: section 283BB;

give the trustee, or a registered company auditor appointed by
the trustee to carry out the inspection, any information,
explanations or other assistance that they require about
matters relating to those records: section 283BB;

if Provident created a security interest, to give the trustee
written details of the security interest within 21 days after it is
created; and, if the total amount to be advanced on the security
of the security interest is indeterminate and the advances are
not merged in a current account with bankers, trade creditors or
anyone eise — to give the trustee written details of the amount
of each advance within 7 days after it was made: section
283BE; and

within one month after the end of each quarter, to give the
trustee a quarterly report that set out the information required
by sections 283BF(4), (5), and (6); and

(vi) the trustee from time to time for the holders of debentures issued by

Provident enjoyed an indemnity from Provident for all costs, charges and

expenses properly incurred, including without limitation costs charges and

expenses:

(A)

(B)
(C)

say that by reason

in the carrying out or exercise or the attempted carrying out or
exercise by the trustee of any duty or power, express or implied

by law;
in connection with any breach by Provident of the deed; and

charged to the trustee by the trustee’s auditor in connection
with any function performed by the trustee’s auditor concerning
the Trust Deed: Trust Deed, cl 8.2;

of the matters pleaded in 14(a) of this Defence above, the

trustee for debenture holders, and any replacement trustee, had an obligation,
and/or the legal and practical ability, to satisfy itself of the accuracy of Provident's

financial report for

FY04 and any other aspect of Provident's financial affairs,

including through the appointment by the trustee of a registered company auditor,
to inspect the records of Provident at the trustee’s request;
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15

16

()

(d)

(e)

14

say, in respect of paragraph 14(e) of the SOCC, at the time PwC issued the FY04
Audit Report, it was reasonably foreseeable by PwC that a failure by PwC to
exercise reasonable care and skill in the conduct of its audit might result in PwC
not becoming aware of matters that it would otherwise have been required to
report pursuant to s.313(2) of the Corporations Act,

say further that, if (which is denied) the risk of harm pleaded in paragraph 14 of
the SOCC existed, the trustee for debenture holders, and any replacement
trustee, had an obligation, and/or the legal and practical ability, to protect itself
from the risk of harm.

Particulars
Paragraph 14(a) above

otherwise deny the paragraph.

As to paragraph 15 of the SOCC, PwC:

(@)
(b)
(c)

repeat their answer to paragraph 14 above;
deny the paragraph; and

say further that, if (which is denied) the risk of harm pleaded in paragraph 14 of
the SOCC existed and was not insignificant:

(i) the risk of harm was obvious within the meaning of section 5F of the Civil
Liability Act 2002 (NSW) (“CLA"),

(i) AET is presumed to have been aware of the risk of harm, by reason of
section 5G of the CLA; and

(iii) the risk of harm was inherent, within the meaning of section 5| of the CLA.
Particulars

Paragraph 8 of this Defence

As to paragraph 16 of the SOCC, PwC:

(a)
(b)
(c)

do not admit subparagraph 16(b);
repeat their answer to paragraph 14 above;
say that:

(i) it would be open to any replacement trustee to require, as a condition of
being appointed trustee, the right or power to conduct or commission an
audit (or investigation in the nature of an audit), conduct due diligence or

make such other inquiries as it saw fit of a debenture issuer prior to
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17A

(d)

(ii)

(iif)

15

accepting appointment as trustee or suitable indemnities to protect its
position;

PwC were required to conduct the audit of Provident's financial report for
FY04 and issue the 2004 Audit Report, in accordance with the Australian
Auditing Standards including relevant ethical requirements, which include

an independence requirement; and

in accordance with those requirements, PwC as auditor could not allow
the trustee for debenture holders, or any replacement trustee, or any other
person, to direct, control or unduly influence the conduct of PwC's audit or
the contents of the 2004 Audit Report; and

Particulars

Auditing Standard AUS 202 (Objectives and General Principles
Governing an Audit of a Financial Report) (July 2002) at .04

otherwise deny the paragraph.

As to paragraph 17 of the SOCC, PwC:

(a)
(b)
(©)

repeat their answers to paragraphs 8 and 12 to 16 above;

deny the paragraph; and

say that:

(i)

(ii)

(iii)

(iv)

at the time PwC audited Provident's financial report for FY04 and issued
the 2004 Audit Report, AET was not the trustee for holders of debentures

issued by Provident;

the class of “future trustees for debenture holders” in respect of whom
PwC is alleged to have owed a duty of care is indeterminate, unworkable,
incompatible with PwC’s duties to Provident, and would impose an
unreasonable burden on the autonomy of PwC in providing audit services;

recognition of a duty of care in the terms pleaded is inconsistent with the
regime for the performance of audit services provided for in the

Corporations Act; and

no duty of care was or could be owed by PwC to AET, as a “future trustee

for debenture holders”, under Australian law.

As to paragraph 17A of the SOCC, PwC:

(a)

repeat their answers to paragraphs 8 and 12 to 17 above;
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17C

17D

18

18AA

16

(b) rely, in respect of subparagraph 17A(a) of the SOCC, on the particularised

standards for their full force and effect and otherwise deny the subparagraph,

(c) say, in respect of subparagraph 17A(b) of the SOCC, a reasonably competent
auditor in the position of PwC, exercising reasonable care and skill in the conduct
of its audit of Provident’s financial report for FY04 and in the preparation of its
audit report, would have become aware of the matters contained in subparagraphs
17A(b)(i), (iii), (iv) and (v) and otherwise deny the subparagraph;

(d) say, in respect of subparagraphs 17A(i) and (j) of the SOCC, that a reasonably
competent auditor in the position of PwC exercising reasonable care and skill in
the conduct of its audit of Provident's financial report for FY04 and in the
preparation of its audit report would have formed an opinion about:

0] whether it had been given all information, explanation and assistance
necessary for the conduct of the audit;

(i) whether Provident had kept financial records sufficient to enable a
financial report to be prepared and audited; and

(e) otherwise deny the paragraph.
As to paragraph 17B of the SOCC, PwC:
(a) repeat their answers to paragraphs 8 and 12 to 17A above;

(b) rely upon the terms of the documents referred to in paragraph 17B of the SOCC
for their full force and effect; and

(c) otherwise deny the paragraph

As to paragraph 17C of the SOCC, PwC:

(a) repeat their answers to paragraphs 8, 12 to 17B above; and
(b) deny the paragraph.

As to paragraph 17D of the SOCC, PwC:

(a) repeat their answers to paragraphs 8, 12 to 17C above;'and
(b) deny the paragraph.

As to paragraph 18 of the SOCC, PwC:

(a) repeat their answers to paragraphs 8, 12 to 17D above; and
(b) deny the paragraph.

As to paragraph 18AA of the SOCC, PwC:

(a) say that AET was not the trustee at the time the 2004 Audit Report was issued,
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18A

19

17

(b} otherwise do not know and cannot admit the paragraph.
As to paragraph 18A of the SOCC, PwC:

(@) repeat their answers to paragraphs 8, 12 to 18AA above;
(b) deny the paragraph.

As to paragraph 19 of the SOCC, PwC:

(a) repeat their answers to paragraphs 8,12 to 18A above;
(b) deny the paragraph;

(c) say that:

(i at the time PwC audited Provident’s financial report for FY04 and issued
the 2004 Audit Report, AET was not the trustee for holders of debentures

issued by Provident;

(ii) AET was not named as trustee for the holders of debentures in the
debenture prospectuses issued by Provident until 19 November 2004; and

(iii) in the circumstances, AET could not have suffered loss in respect of
FYO04;

(d) say further that no claim is made against AET by the Plaintiffs for conduct by AET
in respect of FY04 and, in the circumstances, the SOCC is incompetent insofar as
it purports to assert a claim for damages in respect of FY04: and

(e) say further that if (which is denied) AET has suffered loss:

(i) the claim in respect of which loss is alleged is a claim for harm resuiting

from negligence, within the meaning of section 5D(1) of the CLA,

(i} in respect of that claim, it is not appropriate for the scope of PwC's liability
to extend to the loss claimed, within the meaning of section 5D(1) of the
CLA;
(iii) further, and in the alternative, the true cause of the loss was:
(A) IO0F’s failure to exercise its duties in the manner particularised

in paragraph 172 below;

(B) AET’s failure to exercise its duties in the manner contended for
by the Plaintiffs in the Statement of Claim;

(C) Provident's acts or omissions as referred to in paragraph 170
below and paragraph 41 of AET's Defence to the Statement of

Claim;
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(D) Walter Turnbull’'s conduct in respect of the audit of Provident in
FYO08 and FY09 as referred to in paragraph 173 below; and

(E) the defendant'’s to the Third Cross-Claim (*HLB") conduct in
respect of the audit of Provident in FY10 and FY11 as alleged
in the Third Cross-Claim Amended Statement of Cross Claim
(“Third Cross-Claim”),

which included misconduct post-dating that alleged to have been engaged
in by PwC and which constituted new intervening acts that broke any
chain of causation that might otherwise have existed.
Alleged statutory damages for misleading and deceptive conduct
20 As to paragraph 20 of the SOCC, PwC:
(a) repeat their answer to paragraph 11 above; and
(b) deny the paragraph.
21 Not used.
22 As to paragraph 22 of the SOCC, PwC:
(a) repeat their answers to paragraphs 11 and 14 above;
(b) deny the paragraph; and

(c) say that, if (which is denied) any of the representations were made as alleged, the
representations were statements of opinion and Mr Codling had reasonable

grounds for those opinions.
Particulars
The matters giving rise to those reasonable grounds included:

(A) the audit planning and audit work undertaken by Mr Codling and
PwC audit staff with respect to the issue of the 2004 Audit Report;

(B) on or about 29 September 2004, Provident represented to PwC
and Mr Codling that there had not arisen in the interval following
30 June 2004 any matter or circumstance that had significantly
affected or might significantly affect (except as otherwise referred

to in the financial statements or Directors’ Report):
(aa) Provident's operations in future financial years; or
(ab) the results of those operations in future financial years; or

{(ac) Provident's state of affairs in future financial years

35479121



©)

19

by its management representation letter dated 29 September
2004, Provident represented to PwC and Mr Codling that, inter

alia:

(aa)

(ab)

(ac)

(ad)

(ae)

Provident's directors and management were responsible
for, and acknowledged their responsibility for, ensuring,
inter alia, the accuracy of Provident's financial records
and the financial reports prepared from them and that
Provident's financial report was drawn up to give a true
and fair view of the company’s financial position as at 30
June 2004 and of its performance, as represented by the
results of its operations and cash flows, for the financial
year ended on that date; in accordance with the
Corporations Act and to comply with the Accounting
Standards, the Corporations Regulations and other
mandatory professional reporting requirements;

All financial records had been made available for the
purpose of the audit, and all the transactions undertaken
had been properly reflected and recorded in the financial
records. All other records and related information that
might affect the truth and faimess of, or necessary
disclosure in, the financial report, including minutes of
directors’ and shareholders’ meetings (and of all relevant
management meetings) had been made available to

Mr Codling and audit staff and no such information had
been withheld;

The financial report as at 30 June 2004 included all cash
and bank accounts and all other assets of the company
required to be included therein in accordance with the
generally accepted accounting principles and Provident
had satisfactory title to all recorded assets;

Loans and advances totalling $187,576,802 were owing
fo the company at 30 June 2004 and Mr O’Sullivan was
of the opinion that those debts would be realised in full;

Provident's directors had taken reasonable steps to
ascertain what action had been taken in relation to the
writing off of bad debts and the making of provisions for
doubtful debts and to cause all known bad debts to be
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(D)

(E)

(af)

(ag)
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written off and adequate provisions to be made for
doubtful debts;

Mr O’Sullivan was not aware of any material transactions
or agreements the effect of which was not properly

recorded in Provident’s financial records; and

No matters or occurrences had come to the attention of
Mr O’Sullivan which would materially affect the financial
report or disclosures therein, or which were likely to
materially affect the future results or operations of
Provident other than as disclosed to Mr Codling and audit
staff:

Mr Codling was entitled to believe and did believe that the

information provided to him and to audit staff by Provident

(including the representations particularised above) was not false

or misleading in a material particular and did not omit any matter

or thing the omission of which rendered that information

misleading in a material respect; and

Mr Codling was entitled to believe and did believe that:

(aa)

(ab)

(ac)

the information provided to him by his audit staff was not

false or misleading in a material particular;

the information provided to him by his audit staff did nof
omit any matter or thing the omission of which rendered

that information misleading in a material respect; and

his staff exercised reasonable skill and care in preparing
the audit plan and conducting the audit.

As to paragraph 23 of the SOCC, PwC:

(a)
(b)
(c)

deny the paragraph; and

repeat their answers to paragraphs 17B, 17C, 18 ,18A and 22 above;

say that, if (which is denied) any of the representations in paragraph 22 of the
SOCC were made as alleged, the representations were statements of opinion and
Mr Codling had reasonable grounds for those opinions.

Particulars

PwC repeat the particulars to paragraph 22 above
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As to paragraph 24 of the SOCC, PwC:

(a) repeat their answer to paragraphs 20 to 23 above; and

(b) deny the paragraph.

As to paragraph 25 of the SOCC, PwC:

(a) repeat their answers to paragraphs 11 and 20 to 24 above; and
(b) deny the paragraph.

As to paragraph 26 of the SOCC, PwC:

(a) repeat their answers to paragraphs 20 to 25 above;

(b) deny the paragraph;

(c) say that if (which is denied) AET has suffered loss:

(i) the claim in respect of which loss is alleged is a claim for harm resulting

from negligence, within the meaning of section 5D(1) of the CLA;

(ii) in respect of that claim, and having regard to the subject-matter, scope
and purpose of former sections 42 and 68 of the Fair Trading Act 1987
(NSW) (“FTA"), it is not appropriate for the scope of PwC's liability to
extend to the loss claimed, within the meaning of section 5D(1) of the
CLA; and

(iii) say further that, insofar as AET relies upon the Commonwealth statutory
provisions pleaded in paragraphs 24 and 27 of the SOCC, having regard
to their subject-matter, scope and purpose, it is not appropriate for the
scope of PwC’s liability to extend to the loss claimed;

(d) say further, and in the alternative, the true cause of the loss was:

(i) IOOF's failure to exercise its duties in the manner particularised in

paragraph 172 below,

(i) AET’s failure to exercise its duties in the manner contended for by the
Plaintiffs in the Statement of Claim;

(iii) Provident’s acts or omissions as referred to in paragraph 170 below and
paragraph 41 of AET's Defence to the Statement of Claim;

(iv) Walter Turnbull’s conduct in respect of the audit of Provident in FY08 and
FYQ9 as referred to in paragraph 173 below; and

(v) HLB’s conduct in respect of the audit of Provident in FY10 and FY11 as
alleged in the Third Cross-Claim,
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which included misconduct post-dating that alleged to have been engaged in by
PwC and which constituted new intervening acts that broke any chain of causation
that might otherwise have existed.

As to paragraph 27 of the SOCC, PwC:

(a) repeat their answer to paragraph 26 above; and
(b) deny the paragraph.
As to paragraph 28 of the SOCC, PwC:

(a) admit that the 2004 Audit Report included a statement to the effect that Mr Codling
and PwC had conducted the audit in accordance with Australian Auditing
Standards, in order to provide reasonable assurance as to whether the financial
report is free of material misstatement;

(b) say that:

(i) at the time PwC issued the 2004 Audit Report, AET was not the trustee
for holders of debentures issued by Provident and no representation could
have been be made to AET in the 2004 Audit Report;

(ii) the paragraph is embarrassing insofar as it fails to identify to whom PwC
made the alleged representation; and

(c) otherwise deny the paragraph.

PwC deny paragraph 29 of the SOCC.

As to paragraph 30 of the SOCC, PwC:

(a) repeat paragraphs 8, 11 and 12 above;

(b) admit that, as at 29 September 2004, the Australian Auditing Standards provided

that:
® the ethical principles governing an auditor’s professional responsibilities
included professional competence and due care; and
(i) an audit in accordance with the Australian Auditing Standards is designed
to provide reasonable assurance that the financial report taken as a whole
is free from material misstatement; and
(c) otherwise deny the paragraph.

As to paragraph 31 of the SOCC, PwC:
(a) repeat their answers to paragraphs 18 and 18A above; and

(b) deny the paragraph.
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As to paragraph 32 of the SOCC, PwC:
(a) repeat their answers to paragraphs 28 and 31 above;
(b) deny the paragraph; and

(c) say that, if the representation in paragraph 28 of the SOCC was made as alleged,
(which is denied) it was a statement of opinion and Mr Codling had reasonable

grounds for that opinion.
Particulars
PwC repeat the particulars to paragraph 23 above
As to paragraph 32A of the SOCC, PwC:
(a) repeat their answer to paragraph 25 above; and
(b) deny the paragraph.
As to paragraph 33 of the SOCC, PwC:
(a) repeat their answers to paragraphs 19 and 28 to 32A above;
(b) deny the paragraph;
(c) say that if (which is denied) AET has suffered loss:

(i) the claim in respect of which loss is alleged is a claim for harm resulting

from negligence, within the meaning of section 5D(1) of the CLA; and

(ii) in respect of that claim, and having regard to the subject-matter, scope
and purpose of former sections 44(b) and 68 of the FTA it is not
appropriate for the scope of PwC'’s liability to extend to the loss claimed,
within the meaning of section 5D(1) of the CLA; and

(d) say further, and in the alternative, the true cause of the loss was:

(i) IOOF’s failure to exercise its duties in the manner particularised in

paragraph 172 below;

(i) AET's failure to exercise its duties in the manner contended for by the
Plaintiffs in the Statement of Claim;

(iii) Provident’s acts or omissions as referred to in paragraph 170 below and

paragraph 41 of AET’s Defence to the Statement of Claim;

(iv) Walter Turnbull's conduct in respect of the audit of Provident in FY08 and
FY09 as referred to in paragraph 173 below; and

(v) HLB’s conduct in respect of the audit of Provident in FY10 and FY11 as
alleged in the Third Cross-Claim,
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which included misconduct post-dating that alleged to have been engaged in by
PwC and which constituted new intervening acts that broke any chain of causation
that might otherwise have existed.
34 As to paragraph 34 of the SOCC, PwC:
(a) repeat their answer to paragraph 33 above; and
(b) deny the paragraph.
Contribution
35 As to paragraph 35 of the SOCC, PwC:
(a) admit paragraph 35(b);
(b) repeat their answer to paragraph 14 above; and
(c) otherwise deny the paragraph.
36 As to paragraph 36 of the SOCC, PwC:
(a) repeat their answer to paragraph 35 above;
(b) deny the paragraph; and

(c) say further that, if (which is denied) the risk of harm pleaded in paragraphs 35(a),
(c)-(d) of the SOCC existed and was not insignificant:

(i) the risk of harm was obvious within the meaning of:
(A) section 5F of the CLA; and
(B) sction 53 of the Wirongs Act 1958 (Vic);

(ii) the holders of debentures issued by Provident are presumed to have been
aware of the risk of harm, by reason of section 5G of the CLA; and

(iii) the risk of harm was inherent, within the meaning of:
(A) section 51 of the CLA; and
(B) section 55 of the Wirongs Act 1958 (Vic):
Particulars
Paragraph 8 above
37 As to paragraph 37 of the SOCC, PwC:

(a) repeat their answer to paragraph 35 above;
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(b) say that debenture holders enjoyed the benefit of a trustee who was obliged to act
on their behalf, and for their benefit, in the manner provided for by section 283DA
of the Corporations Act, the Trust Deed, the Deed of Amendment and at law;

Particulars
Paragraph 14 above

(c) say that PwC were required to conduct the audit of Provident's financial report for
FY04, and issue the 2004 Audit Report, in accordance with the Australian Auditing

Standards including relevant ethical requirements;

(d) say that in accordance with those requirements, PwC as auditor could not allow
the trustee for debenture holders, or any replacement trustee, or any other person,
to direct, control or unduly influence the conduct of PwC’s audit or the contents of
the 2004 Audit Report; and

(e) otherwise deny the paragraph.
As to paragraph 38 of the SOCC, PwC:
(a) repeat their answers to paragraphs 8, 12 to 14 and 35 to 37 above;
(b) deny the paragraph; and
(c) say that the posited duty of care is:
0] unknown to Australian law;

(ii) inconsistent with the regime for the performance of audit services
provided for in the Corporations Act, and

(iii) indeterminate, unworkable, incompatible with PwC’s duties to Provident
and would impose an unreasonable burden on the autonomy of PwC in

providing audit services.
As to paragraph 38A of the SOCC, PwC repeat their answers to paragraphs 17A to18.
As to paragraph 39 of the SOCC, PwC:
(@) repeat their answers to paragraphs 17A to18 and 38 above; and
(b) deny the paragraph.

As to paragraph 39A of the SOCC, PwC repeat their answer to paragraphs 18AA and 18A

above.
As to paragraph 39B of the SOCC, PwC

(a) do not know and cannot admit the paragraph; and
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say that the claims set out in paragraph 18A are hypothetical, in that the Plaintiffs
are not persons of the kind referred to in paragraph 39B of the SOCC, and cannot
be determined in the current proceedings.

As to paragraph 40 of the SOCC, PwC:

@

(b)

(©)

(d)

(e)

repeat their answer to paragraphs 18 to 19, 39A and 39B, and refer to paragraph
175 below;

deny that any breach of duty by PwC (which is denied) was a necessary condition
of any loss suffered by the Group Members in paragraph 39B of the SOCC,;

say that if (which is denied) the Group Members referred to in paragraph 39B of
the SOCC have suffered loss:

0] the claim in respect of which loss is alleged is a claim for harm resulting

from negligence, within the meaning of:
(A) section 5D(1) of the CLA,;
(B) section 51(1) of the Wrongs Act 1958 (Vic),

(i) in respect of that claim, it is not appropriate for the scope of PwC’s liability

to extend to the loss claimed, within the meaning of;
(A) section 5D(1) of the CLA,;
(B) section 51(1) of the Wrongs Act 1958 (Vic),

further, and in the alternative, the true cause of any loss suffered by the Group
Members referred to in paragraph 39B of the SOCC was:

(i) IOOF's failure to exercise its duties in the manner particularised in
paragraph 172 below;

(i) Provident's acts or omissions as referred to in paragraph 170 below and
paragraph 41 of AET’s Defence to the Statement of Claim,;

(iii) Walter Turnbull's conduct in respect of the audit of Provident in FY08 and
FYQ9 as referred to in paragraph 173 below; and

(iv) HLB's conduct in respect of the audit of Provident in FY10 and FY11 as
alleged in the Third Cross-Claim,

which included misconduct post-dating that alleged to have been engaged in by
PwC and which constituted new intervening acts that broke any chain of causation

that might otherwise have existed; and

otherwise deny the paragraph.

As to paragraph 40A of the SOCC, PwC:
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repeat their answer to paragraph 40 above; and

deny the paragraph.

As to paragraph 40B of the SOCC, PwC repeat their answers to paragraphs 20 to 26 and
28 to 33 above.

As to paragraph 41 of the SOCC, PwC:

(@)
(b)

repeat their answers to paragraphs 25, 39B and 40 above; and

otherwise do not know and cannot admit the paragraph.

As to paragraph 41A, PwC:

(@)
(b)
()

(e)

repeat their answers to paragraphs 24, 27, 32, 34, 40B and 41 above;
deny the paragraph;
say that if (which is denied) the Plaintiffs and Group Members have suffered loss:

0] the claim in respect of which loss is alleged is a claim for harm resulting

from negligence, within the meaning of:
(A) section 5D(1) of the CLA; and
(B) section 51(1) of the Wrongs Act 1958 (Vic);

(i) in respect of that claim, and having regard to the subject-matter, scope

and purpose of:
(A) former sections 42, 44(b) and 68 of the FTA; and

(B) sections 9, 12(b) and 159 of the former Fair Trading Act 1999
(Vic),

it is not appropriate for the scope of PwC’s liability to extend to the loss

claimed, within the meaning of:
(C) section 5D(1) of the CLA; and
(D) section 51(1) of the Wrongs Act 1958 (Vic);

say further that, insofar as AET relies upon the Commonwealth statutory
provisions pleaded in paragraphs 24, 27 and 42 of the SOCC, having regard to
their subject-matter, scope and purpose, it is not appropriate for the scope of

PwC's liability to extend to the loss claimed;

say further, and in the alternative, the true cause of any loss suffered by the

Plaintiffs and Group Members was:

(i) IOOF’s failure to exercise its duties in the manner particularised in

paragraph 172 below;
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(i) Provident's acts or omissions as referred to in paragraph 170 below and

paragraph 41 of AET's Defence to the Statement of Claim;

iii) Walter Turnbull’'s conduct in respect of the audit of Provident in FY08 and
FYQ9 as referred to in paragraph 173 below; and

(iv) HLB'’s conduct in respect of the audit of Provident in FY10 and FY11 as
alleged in the Third Cross-Claim,

which included misconduct post-dating that alleged to have been engaged in by
PwC and which constituted new intervening acts that broke any chain of causation
that might otherwise have existed.

As to paragraph 42 of the SOCC, PwC.:
(@) repeat their answers to paragraphs 40B to41A above; and
(b) deny the paragraph.

As to paragraph 42A of the SOCC, PwC:

(a) repeat their answers to paragraphs 40B to 41A above;
(b) do not know and cannot admit subparagraphs (a) and (b); and
(c) otherwise deny the paragraph

As to paragraph 42B of the SOCC, PwC:

(a) repeat their answers to paragraphs 26, 33 and 42A above; and
(b) deny the paragraph.

As to paragraph 42C of the SOCC, PwC:

(@) repeat their answers to paragraphs 42 to 42B above; and

(b) deny the paragraph.

PwC deny paragraph 43 of the SOCC.

As to paragraph 44 of the SOCC, PwC:

(a) repeat their answers to paragraphs 35 to 43 above;

(b) deny the paragraph.

PwC deny paragraph 45 of the SOCC.

As to paragraph 46 of the SOCC, PwC:

(a) repeat their answers to paragraphs 35 to 43 and 45 above; and

(b) deny the paragraph.
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C. FYO0S5 Audit

Alleged damages in negligence at common law

47 PwC admit paragraph 47 of the SOCC.

48 As to paragraph 48 of the SOCC, PwC:

@)

(b)

()

(d)

(€)
U

rely on the terms of Provident's financiai report for FY05 for their full force and

effect;

say, in respect of paragraph 48(a) of the SOCC, the financial report for FY05

states that there were loans and advances in the amount of $212,597,297;

say, in respect of paragraph 48(b) of the SOCC, the financial report for FY05
states that an amount of $54,246,551 was included in the loans and advances as

at 30 June 2005 which represented the amount of past due loans;

say, in respect of paragraph 48(c) of the SOCC, the financial report for FY05
states that no specific provision for past due loans was made as at 30 June 2005
as the directors considered that the recovery of all amounts of principal and
interest, including interest at the contractual rate, was regarded as reasonably
certain and that the security held was adequate to cover the past due loans;

admit subparagraphs 48(d) to 48(f) of the SOCC;

say that Provident's financial report contained a "Directors’ Declaration” to the
effect that:

(i) the directors of Provident declared that the financial statements and notes

set out on pages 6 to 21:

(A) complied with Accounting Standards, the Corporations
Reguiations and other mandatory professional reporting

requirements; and

(B) gave a true and fair view of Provident’s financial position as at 30
June 2005 and of its performance, as represented by the results
of its operations and its cash flows, for the financial year ended
on that date; and
(i) in the directors’ opinion:
(A) the financial statements and notes were in accordance with the

Corporations Act, and

(B) there were reasonable grounds to believe that Provident would be

able to pay its debts as and when they became due and payable;
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otherwise deny the paragraph.

As to paragraph 49 of the SOCC, PwC:

(a)
(b)

(€)

(d)

(e)

repeat their answers to paragraphs 4 and 8 above;

say that on 28 September 2005, Mr O'Sullivan signed the Directors’ Report and
Directors’ Declaration in respect of the financial statements for the year ended 30
June 2005;

further say that after Mr O’Sullivan took the actions pleaded in paragraph 49(b)
above, Mr Christopher Cooper (“Mr Cooper”) signed the audit report, in his name
and in the name of PwC pursuant to section 324AB(3) of the Corporations Act in
respect of the year ended 30 June 2005 (“2005 Audit Report”);

rely on the terms of the 2005 Audit Report for their full force and effect and say
that:

0] the 2005 Audit Report was divided into three sections: “Audit Opinion”;
“Scope” and “Independence”; and

(i) under the heading “Scope”, the 2005 Audit Report stated, inter alia, that:

(A) the directors of Provident were responsible for the preparation
and true and fair presentation of the financial report in accordance
with the Corporations Act, including responsibility for the
maintenance of adequate accounting records and internal
controls that are designed to prevent and detect fraud and error,
and for the accounting policies and accounting estimates inherent
in the financial report;

(B) PwC conducted an audit in accordance with Australian Auditing
Standards, in order to provide reasonable assurance as to

whether the financial report was free of material misstatement;

(C) the nature of an audit is influenced by factors such as the use of
professional judgement, selective testing, the inherent limitations
of internal control, and the availability of persuasive rather than

conclusive evidence; and

(D) an audit cannot guarantee that all material misstatements have
been detected; and

otherwise admit the paragraph.

As to paragraph 50 of the SOCC, PwC:
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say that the terms of the contract between PwC and Provident, in relation to the
year ended 30 June 2005, are set out in the Letter of Engagement dated 28
January 2003, including the terms and conditions which comprised Appendix 1 to
the letter and a Letter of Arrangement 24 August 2005 (together, the “2005

Retainer”);

rely on the terms of the 2005 Retainer for their full force and effect;

say that the 2005 Retainer included the following terms:

(i)

(iii)

(iv)

the directors of Provident were responsible for, inter alia:

(A)

(B)

ensuring that the company kept accounting records which at any
time disclosed with reasonable accuracy the financial position of

the company;
establishing and maintaining an internal control structure;

preparing a financial report (including adequate disclosure) which
gives a true and fair view of the company's financial position and
performance, represented by the results of its operations and
cashflows, in accordance with Accounting Standards, other
mandatory reporting requirements and the Corporations Act, and

enabling PwC to access, on an unrestricted basis, all records,
information and explanations that PwC considered necessary in

connection with the audit;

PwC had a statutory responsibility to form an opinion, and report on

whether the financial report presented to them by the directors was in

accordance with the Corporations Act including:

(A)

(B)

giving a true and fair view of the company’s financial position and
performance, represented by the results of its operations and its

cash flows; and

complying with Accounting Standards, the Corporations
Regulations and other mandatory professional reporting

requirements;

a statutory audit of the annual financial report would be conducted in

accordance with Australian Auditing Standards to provide reasonable

assurance as to whether the annual financial report was free of material

misstatement;

the procedures adopted by PwC would include examination, on a test

basis, of evidence supporting the amounts and disclosures in the financial
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report and evaluation of accounting policies and significant accounting
estimates; and

there was an unavoidable risk that audits planned and executed in
accordance with Australian Auditing Standards may not detect a material
error or irregularity; that audits are based on selective testing of the
information being examined and that therefore errors and irregularities
may not be detected; and that an audit could only provide reasonable and
not absolute assurance that the annual financial report was free of

material misstatement; and

otherwise deny the paragraph.

As to paragraph 51 of the SOCC, PwC:

(a)

(b)

()
(d)

admit that they knew that Provident had on issue debentures the subject of

Chapter 2L of the Corporations Act;

admit that they knew that there was a trustee for debenture holders, which trustee

owed the duties set out in section 283DA of the Corporations Act, and

refer to and repeat paragraph 52 below; and

otherwise deny the paragraph.

As to paragraph 52, PwC:

(@)

say that, at the time PwC audited Provident's financial report for FY05 and issued
the 2005 Audit Report:

(i)
(ii)

(i)

AET was not the trustee for holders of debentures issued by Provident;

AET owed no duties under section 283DA of the Corporations Act and
could not be liable to holders of debentures issued by Provident under
section 283F of the Corporations Act,

it was incumbent upon the trustee from time to time for the holders of
debentures issued by Provident to:

(A) exercise reasonable diligence to ascertain whether the property of
Provident and of any guarantor that was or should be available
(whether by way of security or otherwise) would be sufficient to
repay the amount deposited or lent when it becomes due: section
283DA(a);

(B) exercise reasonable diligence to ascertain whether Provident had

committed any breach of the provisions of the Trust Deed, and
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the Deed of Amendment or Chapter 2L of the Corporations Act.
section 283DA(b); and

do everything in its power to ensure that Provident remedied any
breach known to the trustee of any provision of the Trust Deed,
and the Deed of Amendment or Chapter 2L of the Corporations
Act unless the trustee was satisfied that the breach would not
materially prejudice the debenture holders’ interests or any

security for the debentures: section 283DA(c);

the trustee from time to time for the holders of debentures issued by

Provident enjoyed the power, pursuant to the Trust Deed and the Deed of

Amendment, to compel Provident to:

(A)

(C)

make available for inspection by the trustee or the trustee’s
auditor, the whole of the financial or other records of Provident:
Trust Deed, ¢l 6.0.2;

give to the trustee or the trustee’s auditor such information as the
trustee or the trustee’s auditor requires with respect to all matters
relating to the financial or other records of Provident: Trust Deed,
cl6.0.3; and

provide to the trustee, at the trustee’s request, a schedule setting

out:

(aa) details of the amounts of the debenture funds invested in
each form of authorised investment at the end of the

month;

(ab)  the amount of the debenture funds at the beginning and
at the end of the month;

(ac) for each form of authorised investment, the income
received during the month and the projected income for

the next month;

(ad) the amount of interest paid on debentures for the month
and the projected amount of interest payable on

debentures for the next month; and

(ae) particulars of mortgage arrears at the end of the month
and the action taken by Provident to recover those
arrears: Trust Deed, ¢l 6.0.8;
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the trustee from time to time for the holders of debentures issued by

Provident enjoyed the power, pursuant to the Corporations Act, to compel

Provident to comply with its obligations to:

(A)

(B)

(D)

make all of its financial and other records available for inspection
by:

(aa)  the trustee; or

(ab) a registered company auditor appointed by the trustee to

carry out the inspection: section 283BB;

give the trustee or a registered company auditor appointed by the
trustee to carry out the inspection, any information, explanations
or other assistance that they require about matters relating to

those records: section 283BB;

if Provident created a security interest, to give the trustee written
details of the security interest within 21 days after it is created;
and, if the total amount to be advanced on the security of the
security interest is indeterminate and the advances are not
merged in a current account with bankers, trade creditors or
anyone else — to give the trustee written details of the amount of
each advance within 7 days after it was made: section 283BE;

and

within one month after the end of each quarter, to give the trustee
a quarterly report that set out the information required by sections
283BF(4), (5), and (6); and

the trustee from time to time for the holders of debentures issued by

Provident enjoyed an indemnity from Provident for all costs, charges and

expenses properly incurred, including without limitation costs charges and

expenses:

(A)

(C)

in the carrying out or exercise or the attempted carrying out or
exercise by the trustee of any duty or power express or implied by

law;
in connection with any breach by Provident of the deed; and

charged to the trustee by the trustee’s auditor in connection with
any function performed by the trustee’s auditor concerning the
Trust Deed: Trust Deed, cl 8.2;
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(b) say that by reason of the matters pleaded in 52(a) above, the trustee for
debenture holders, had an obligation, and/or the legal and practical ability, to
satisfy itself of the accuracy of Provident's financial report for FY05 and any other
aspect of Provident’s financial affairs, including through the appointment by the
trustee of a registered company auditor, to inspect the records of Provident at the

trustee’s request; and

(c) say, in respect of paragraph 52(e) of the SOCC, at the time PwC issued the FY04
Audit Report, it was reasonably foreseeable by PwC that a failure by PwC to
exercise reasonable care and skill in the conduct of its audit might result in PwC
not becoming aware of matters that it would otherwise have been required to

report pursuant to s.313(2) of the Corporations Act;

(d) say further that, if (which is denied) the risk of harm pleaded in paragraph 52 of
the SOCC existed, the trustee for debenture holders, had an obligation, and/or the

legal and practical ability, to protect itself from the risk of harm.
Particulars
Paragraph 52(a) above
(e) otherwise deny the paragraph.
As to paragraph 53 of the SOCC, PwC:
(a) repeat their answer to paragraph 52 above;
(b) deny the paragraph; and

(c) say further that, if (which is denied) the risk of harm pleaded in paragraph 52 of
the SOCC existed and was not insignificant:

(i) the risk of harm was obvious, within the meaning of section 5F of the CLA;

(ii) AET is presumed to have been aware of the risk of harm, by reason of
section 5G of the CLA;

(iii) the risk of harm was inherent, within the meaning of section 51 of the CLA:
Particulars
Paragraph 8 above
As to paragraph 54 of the SOCC, PwC:
(@) do not admit subparagraph 54(a);
(b) repeat their answer to <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>