Forensic Accounting Reports – Sourcing of information and independence

The Supreme Court of NSW considered a number of issues pertaining to expert reports including those of independence and sources of information in handing down its decision in the case of ASIC v Rich.

 The Supreme Court held that the report prepared by Mr Paul Carter (a partner with PWC) and whom had been briefed by ASIC, was inadmissible for the purposes of the relevant proceedings.

The Court referred to a body of case law pertaining to the admissibility of expert evidence and in particular, to the High Court judgment in Makita (Australia) Pty Ltd v Sprowles.

It was decided that Mr Carter, in compiling his report, relied upon information other than that disclosed and sourced therein. Admitting the report would have prejudiced the Defendant having regards to the “….failure to disclose the true factual basis and reasoning supporting his opinion…”

Mr Carter had been initially engaged by ASIC to investigate the financial affairs of OneTel. During the course of these investigations Mr Carter gained access to a number of documents and statements provided by employees of the telecommunications company. Thereafter, Mr Carter was briefed by ASIC to prepare an expert report which was to be used as evidence in the subject proceedings.

In compiling expert reports and expert opinions it is essential to pay heed to issues of independence and the sourcing of information.
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