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REBUTTAL TO RURAL FUNDS CLARIFICATION 

ANNOUNCEMENT 
 

Price  
(as of August 6, 2019 close) 

Market Cap Average Daily Value Traded (30 day) 

   

A$  1.36 A$  450 million A$  2 million 
 

 

“Our strategy is to deliberately provide a lack of detailed explication.” 
- David Bryant, RFF Webinar 8 August 2019 

 

On 6 August 2019 we published our initial opinion (“Report”) on Rural Funds Group (ASX: RFF) (“RFF”, the 

“Company”) which highlighted independent evidence from RFF’s largest independent customers that suggested RFF 

fabricated A$ 28 million of its reported rental income since FY’17.   Additional evidence suggested that RFF entered 

into multiple nefarious transactions with RFF Management’s privately-held business, Rural Funds Management 

(“RFM”) to siphon A$ 86+ million into RFM at the ultimate expense of RFF minority shareholders.   

 

On August 8, 2019, RFF responded (“RFF Response”) to our allegations with a strategy of non-disclosure.  Despite 

David Bryant’s claim yesterday to journalists that “what we will do from here is work to ensure maximum 

transparency with the objective being that we look after the unit holders of RFF,” investors did not receive 

transparency today from RFF Management. 1  

 

Instead, “we will not disclose” was repeatedly echoed in Bryant’s drivel to investors which provided zero clarity to 

investors about our allegations of RFF’s fabricated rental income or its increased related party transaction activity 

between RFM and RFF in the last 3 years.2   

 

On a hosted webinar Q&A, David Bryant repeatedly fell back on the credibility of PwC to certify the accuracy of its 

reported financial statements.  We have been in this business a long time, and remind readers that not once has there 

been a public market fraud that didn’t trick an auditor into signing off on its historical reported financial statements.  

 

RFF chose to remain silent on details about its customer relationships and its asset valuations.   Our Report highlighted 

specific transactions and customer relationships with credible evidence that suggested RFF’s reported profits and net 

assets were artificially inflated.  RFF avoided all discussion about the specifics of its rental income, instead claiming 

that for competitive reasons it would not disclose additional details about its customer relationships to investors.  

 

We highlighted irrefutable evidence where RFF disclosed its A$ 75 million guarantee to J&F to that RFF’s newly 

acquired “feedlots can be stocked with cattle, appropriately fed, and looked after.”3 

 

 
1 https://www.afr.com/property/commerical/rural-funds-group-hits-back-at-short-seller-hit-20190806-p52eb8  
2 https://www.asx.com.au/asxpdf/20190807/pdf/44796fvhk7f89x.pdf  
3 https://www.youtube.com/watch?v=HrEns-oDwsw 
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If RFF’s A$ 75 million guarantee was meant for working capital, why was RFF’s guarantee immediately used to repay 

the A$ 30 million borrowed by RFM to acquire J&F?   RFF’s Reponse confirmed that RFM received the equity benefit 

of J&F for free by using RFF’s A$ 75 million guarantee as a balance sheet backstop.  How is that not a conflict of 

interest?? 

 

RFF Management avoided the discussion of its conflicts of interest that RFF Management operates both RFF and 

RFM, yet RFF Management owns 100% of RFM and owns less than 5% of RFF’s equity.  RFF Management failed 

to disclose to investors how RFF Management’s lop-sided compensation structure between RFF and RFM is handled 

to ensure decisions are made by RFF Management to prioritize the best interests of RFF minority shareholders. 

 

RFF Management avoided the discussion about Michael Carroll’s clear clonflict of interest as director at SHV, at RFF, 

and at RFM.   

 

RFM’s business failed to generate cash from operations and has recently taken borrowings from RFF which coincided 

with RFM and RFM Related Fund lessees generating increasingly negative operating cash flows.  Do these look like 

good underlying businesses to have as customers?   
 

 
Source: RFM Related Funds Annual Reports 

 

Based on RFF’s Response, we do not expect RFF to volunteer any details to investors that would be helpful in 

understanding the value of RFF’s underlying assets.  

 

RFF stated that it engaged E&Y to conduct an independent review to confirm RFF’s reported financial statements.  

While this sounds like progress, if E&Y is paid by RFF to perform a voluntary review reported directly to, and paid 

for, by RFF, then how is RFF’s proposed review supposed to actually produce any independent findings?  What the 

hell is the difference between E&Y’s independent review and RFF paying for a second certified audit opinion?   

 

We suggest that ASIC follow the lead of Singapore Regulators in the case of Best World Inc.  We think the only way 

for there to truly be an independent investigation is for results to be reported directly to ASIC at the same time results 

are reported to RFF’s Audit Committee.  

 

We believe the outcome of corrected financial statements will reveal that RFF minority shareholders were always 

designed to be last in line when RFF’s capital raising days were over and the music stopped.  Because of this, we 

remain short RFF and believe RFF’s equity is ultimately worthless. 
 

 

  

http://www.bonitasresearch.com/
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DISCLAIMER 
 

We are short sellers. We are biased. So are long investors. So is RFF. So are the banks that raised money for RFF.  If you are invested 

(either long or short) in RFF, so are you. Just because we are biased does not mean that we are wrong. We, like everyone else, are entitled 

to our opinions and to the right to express such opinions in a public forum. We believe that the publication of our opinions about the public 

companies we research is in the public interest.  

 

You are reading a short-biased opinion piece. We stand to profit if the price of RFF’s stock declines. This report and all statements 

contained herein are the opinion of Bonitas Research LLC (“Bonitas”) and are not statements of fact. Our opinions are held in good faith, 

and we have based them upon publicly available evidence, which we set out in our research report to support our opinions. We conducted 

research and analysis based on public information in a manner that any person could have done if they had been interested in doing so. 

You can publicly access any piece of evidence cited in this report or that we relied on to write this report. Think critically about our report 

and do your own homework before making any investment decisions. We are prepared to support everything we say, if necessary, in a 

court of law.  

 

As of the publication date of this report, Bonitas (a Texas limited liability company) (possibly along with or through our members, partners, 

affiliates, employees, and/or consultants) along with our clients and/or investors has a direct or indirect short position in the stock (and/or 

possibly other options or instruments) of the company covered herein, and therefore stands to realize significant gains if the price of such 

instrument declines. Use Bonitas’ research at your own risk. You should do your own research and due diligence before making any 

investment decision with respect to the securities covered herein. The opinions expressed in this report are not investment advice nor 

should they be construed as investment advice or any recommendation of any kind.  

 

Following publication of this report, we intend to continue transacting in the securities covered therein, and we may be long, short, or 

neutral at any time hereafter regardless of our initial opinion. This is not an offer to sell or a solicitation of an offer to buy any security, 

nor shall any security be offered or sold to any person, in any jurisdiction in which such offer would be unlawful under the securities laws 

of such jurisdiction. To the best of our ability and belief, all information contained herein is accurate and reliable, and has been obtained 

from public sources we believe to be accurate and reliable, and who are not insiders or connected persons of the stock covered herein or 

who may otherwise owe any fiduciary duty or duty of confidentiality to the issuer. As is evident by the contents of our research and analysis, 

we expend considerable time and attention in an effort to ensure that our research analysis and written materials are complete and 

accurate. We strive for accuracy and completeness to support our opinions, and we have a good-faith belief in everything we write, 

however, all such information is presented “as is,” without warranty of any kind– whether express or implied.  

 

If you are in the United Kingdom, you confirm that you are subscribing and/or accessing Bonitas’ research and materials on behalf of: 

(A) a high net worth entity (e.g., a company with net assets of GBP 5 million or a high value trust) falling within Article 49 of the Financial 

Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “FPO”); or (B) an investment professional (e.g., a financ ial 

institution, government or local authority, or international organization) falling within Article 19 of the FPO.  

 

This report is not available to Australian residents.  This report and its contents are not intended to be and do not constitute or contain 

any financial product advice as defined in the Australian Corporations Act 2001 (Cth). Because this document has been prepared without 

consideration of any specific client’s investment objectives, financial situation or needs, no information in this report should be construed 

as recommending or suggesting an investment strategy. Investors should seek their own financial, legal and tax advice in respect of any 

decision regarding any securities discussed herein.  Currently, because of ambiguity in Australian law, we are restricting access to our 

reports by Australian residents.  Australian residents are encouraged to contact their lawmakers to clarify the ambiguity under Australian 

financial licensing requirements.   

 

This report should only be considered in its entirety.  Each section should be read in the context of the entire report, and no section, 

paragraph, sentence or phrase is intended to stand alone or to be interpreted in isolation without reference to the rest of the report.  The 

section headings contained in this report are for reference purposes only and may only be considered in conjunction with the detailed 

statements of opinions in their respective sections.  

 

Bonitas makes no representation, express or implied, as to the accuracy, timeliness, or completeness of any such information or with 

regard to the results to be obtained from its use. All expressions of opinion are subject to change without notice, and Bonitas does not 

undertake a duty to update or supplement this report or any of the information contained herein. By downloading and opening this report 

you knowingly and independently agree: (i) that any dispute arising from your use of this report or viewing the material herein shall be 

governed by the laws of the State of Texas, without regard to any conflict of law provisions; (ii) to submit to the personal and exclusive 

jurisdiction of the superior courts located within the State of Texas and waive your right to any other jurisdiction or applicable law, given 

that Bonitas is a Texas limited liability company that operates in Texas; and (iii) that regardless of any statute or law to the contrary, any 

claim or cause of action arising out of or related to use of this website or the material herein must be filed within one (1) year after such 

claim or cause of action arose or be forever barred. The failure of Bonitas to exercise or enforce any right or provision of this disclaimer 

shall not constitute a waiver of this right or provision. If any provision of this disclaimer is found by a court of competent jurisdiction to 

be invalid, the parties nevertheless agree that the court should endeavor to give effect to the parties' intentions as reflected in the provision 

and rule that the other provisions of this disclaimer remain in full force and effect, in particular as to this governing law and jurisdiction 

provision. 

http://www.bonitasresearch.com/

