
Extract from Hansard 
[ASSEMBLY - Thursday, 31 May 2001] 

 p816b-818a 
Mr Peter Watson; Mr John Kobelke; Speaker 

 [1] 

FINANCE BROKING SCANDAL, ALBANY COMMUNITY 

Grievance 

MR WATSON (Albany) [9.48 am]:  I express my grievance to the Minister for Consumer Affairs and bring to 
his attention the effect the finance broking scandal has had on the people of Albany.  Not much has happened in 
Albany over the past eight years, but one of the bonuses was that we had two finance brokers - Grubb and 
Jamieson - and they affected the community in a big way.  One of my farming constituents said he was always 
told to invest his money wisely and not to put it all in one place.  Unfortunately, he put half with Mr Grubb and 
half with Mr Jamieson, so members can imagine how that would affect someone who has worked hard all his 
life.  Things like this happen and Governments cannot be blamed.  However, there is a problem if a Government 
is warned not once or twice but many times.  Many of the people affected by the finance broking scandal in 
Albany have not come forward.  Those people put their life savings into those schemes, and they are 
embarrassed; they have not come forward.  Those who have come forward have held meetings, through which a 
network has developed.  Some people will not come to the meetings but will talk on the phone about this issue.  
No-one likes it known that they have put their life savings into something like this.   

Money was lost from a number of different groups.  Self-funded retirees were not the only people who lost 
money.  Pensioners who had put a bit of money aside to do things when they retired lost their money.  Business 
people who had put in money to help their businesses lost their money.  Young families who probably did not 
have enough money to put a deposit on a house, and who invested the money that they did have with investment 
brokers, also lost their money.  Those young families have lost their vision and their future.  Farmers, who have 
worked hard all their lives, have been forced to come into town from the hinterland.  They have not had the 
advantages that many members in this House enjoy, such as good superannuation schemes.  They have had to 
work hard and put up with hardships - floods and famine.  They were told to invest their money and now they 
have been forced to sell their farms, sometimes to their children.  They invested money with finance brokers, but 
now they must beg from their families just to survive.  Their houses are gone.  These people cannot get any 
money from Centrelink because they have assets.  Many of those assets are not viable.  However, because they 
are classified as assets these people cannot get any money from Centrelink.  These are proud people who have 
worked hard all their lives.  Now they have to go out and borrow money.  Other people among the list I 
mentioned must go out and find a new trade or other work.  They have done the same thing all their lives, yet all 
of a sudden, when they are aged between 55 and 60, they have no money coming in.  They cannot go on the dole 
so they must look for a job.  These are proud people and they will not go begging.  However, I know some 
people in town who have had to go back to their families.  When they invested their money with finance brokers, 
their plan was to set up an inheritance for their families.  Now, instead of setting up an inheritance, they are 
going back to their families, just to survive.  They have lost their homes, farms and life savings.   

This issue affects Albany as a whole.  This money would have been spent in the Albany region.  Things like 
infrastructure will be affected.  I am one of the baby boomers, and a lot of people from that generation will retire 
in the near future.  The baby boomers were encouraged a few years ago to put money into superannuation.  That 
happened to me when I was employed with Australia Post.  I was one of many who thought that they would like 
to look after their own money, to be in control of their investment.  That way, if the Government or the 
superannuation companies went broke, we would still have our money.  What do these people do now?  The 
finance broking scandal has put doubts in their minds.  Where do people go to get advice about investing their 
money?   

The main thing that worries me is the effect the finance broking scandal has had on people’s dignity.  People 
have told me that they are failures, because the man of the family - the breadwinner - has lost money.  There 
have been family break-ups and suicides over this issue.  The main problem is this loss of dignity.  Can the 
minister assure the people of my electorate that action will be taken on their behalf?  This has been a traumatic 
experience for those people. 

MR KOBELKE (Nollamara - Minister for Consumer Affairs) [9.54 am]:  I thank the member for Albany for 
raising this issue publicly in the Chamber.  The member has raised this issue with me privately several times, but 
he has eloquently explained to the House the dire impact of this scandal on many elderly people.  These people 
worked hard and put aside their savings; they now find themselves no longer financially able to support 
themselves or to live the lives that they had worked so hard for, which would have provided fulfilment in their 
later years.  This matter has clearly affected people’s confidence in investing in a range of areas.  That has 
repercussions on other investment areas and the ability of people to find finance for important projects.  The 
tentacles of this disaster go into a range of areas. 
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The member for Albany indicated that this is a significant issue in his electorate.  Although the last Government 
sought to blame the investors, the Gallop Government will help investors and will take whatever action is 
possible to ensure that their funds are regained from the people who cheated them or misused those funds. 

Mr Day:  Does that mean you will fund legal action, as you had promised? 

Mr KOBELKE:  The Government is funding legal action and will continue to do so.  The Government laid down 
a five-point plan and it is fulfilling those obligations.  It is in the process of setting up a royal commission, the 
first steps of which have already been taken.  The Government is releasing documents.  Whereas the last 
Government sought to use legal means to frustrate the release of those documents to people to help them to 
pursue their cases, this Government is continuing to fund supervisors to assist in trying to sort out a range of 
issues.  The Government is working with the Australian Securities and Investments Commission, the federal 
body responsible for liquidation.  It is urging ASIC to take a more active role in a number of areas.  However, 
ASIC has been a bit slow; the Government must get it to move more quickly.  The Government is also holding 
discussions with the Australian Taxation Office.  I understand that some taxation provisions will place an extra 
burden on people affected by the finance broker scandal.  Those people will have to pay tax on the supposed 
income that they will not even receive and then, when they bring their losses to book, they may have to pay net 
tax on money that they have never received.  The Government is taking up that issue with the ATO.   

People need to understand the complexity of this issue.  I will briefly give one example that outlines the 
complexity and problems that prevent the Government dealing with these matters as quickly as it would like.  
This has led the Government, in some of these matters, to have a novel or different approach.  Working through 
the existing processes to overcome the legal problems is proving to be a nightmare.  One example concerns the 
deficiencies of the management of finance broker Graham Grubb, to which the member for Albany alluded.  The 
supervisor had a huge task to unravel the complexity of the trust accounts to determine investors and borrowers 
entitlements.  Appointing the supervisor meant that the Government soon discovered the poor management 
practices of that finance broker.  The trust account was seriously overdrawn on around 84 occasions over the past 
three years.  It is also worth noting that this was not identified in the auditor’s reports provided to the Finance 
Brokers Supervisory Board during those years.  Many discrepancies were identified and it would take more than 
five minutes to go through them.  Investors funds had not been correctly accounted for; some chequebooks, bank 
deposit books and other transaction documents were non-existent; there were problems with reconciliations; 
mortgages had not been executed; borrowers had deposited moneys to trust accounts; and mortgages had not 
been discharged.  It was a huge mess that needed to be sorted out.  That raised a range of legal complexities.  
People saw a conflict between the various interests.  These parties had been adversely affected by the collapse, 
but they did not agree on the best method to sort out the issue.  Each individual who lost money has legal rights.  
They have the right to pursue those matters.   

To protect the interest of all investors, the supervisor obtained interim orders from the Supreme Court in 
September 1999, under the last Government, to receive proceeds from the sale of properties into the trust account 
in those cases where the supervisor was unable to determine that the mortgagee had an undisputed right to the 
proceeds.  

This action was taken to preserve the entitlements of investors until the court made a decision to determine the 
beneficiaries.  In November 1999 a challenge was lodged on behalf of investors.  Since then these orders have 
been the subject of ongoing legal arguments before the court.  The supervisor has also applied to the court for 
direction on the distribution of entitlements.  Owing to the complexity of the matters involved, the court 
originally ordered the supervisor to submit documentation in relation to four borrowers.  Subsequently, the court 
decided to further simplify the proceedings by considering only one borrower, Hardy Developments Pty Ltd.  
This does not mean the others should not be dealt with.  Owing to the complexity of the issue, the court decided 
to deal with Hardy first to see what precedents and lessons could be drawn from that.  

THE SPEAKER (Mr Riebeling):  I warn the minister about sub judice in relation to matters before the court that 
may not have been dealt with. 

Mr KOBELKE:  Thank you, Mr Speaker.  I will not transgress.  I am referring in general terms to matters that 
were before the court.  The hearing regarding Hardy Developments took place on 30 October before Justice 
Owen, who reserved his decision.  We were led to believe that decision would come down in March, then in 
April.  It is now the end of May and a decision has not been forthcoming.  I am in no way implying that that 
delay is being caused by Justice Owen.  The situation reflects the complexity of this matter and the importance 
of that decision in unwinding just one set of complex arrangements caused by the collapse of Graeme Grubb 
Finance Pty Ltd.  That is only one finance broker.  In the light of those complexities we are providing a range of 
support and will continue to work closely with the parties to assist them through that morass.  

The SPEAKER (Mr Riebeling):  Grievances noted.  
 


