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Committee met at 10.55 am.

MCcEVOY, MR PETER,

Retiree,

residing at 23 Coral Tree Avenue,
Subiaco, examined:

LENNON, MR MICHAEL,
Power of Attorney for Mortgagee,
residing at 11 Orana Crescent,
City Beach, examined:

Van STOKKUM, MR BEN,

M ortgagee Committee M ember,
residing at 40 McKirdy Way,
Marmion, examined:

COOKSEY, MR PETER,
M ortgagee,

PO Box 1332,

M andur ah, examined:

The CHAIRMAN: Welcome on behalf of the committee. Please stateapacity in which you appear before
the committee.

Mr Lennon: | appear as the power of attorney for my sonifawho is a mortgagee to a Blackburne and
Dixon mortgage. David is currently interstate. \W&s also overseas when this matter blew up. limesved
with the fraud squad and other such matters aliidnethrough, so | know a lot about it.

Mr Cooksey: | am a mortgagee.
Mr Van Stokkum: | am a mortgagee as well.
Mr McEvoy: | appear for my wife, Anne McEvoy.

The CHAIRMAN: You signed a document called “Information for Wirses”. Have you read and understood
that document?

All Witnesses: Yes.

The CHAIRMAN: This hearing is being reported by Hansard. Tcsa#is#8 committee and Hansard, and so the
record is clear, please quote the full title of almgument to which you refer during the hearingtrakscript of
your evidence will be provided to you, and thiswgeript will become public. If for some reason ywant to
make a confidential statement during the proceediggu should ask that the information be takeprinate
session before you speak about the matter. The dteermay also decide that your evidence shoulthken

in private. This could happen if the committeeidads the evidence might breach the inquiry’s terim
reference (3), which reads -

The committee in its proceedings avoid interferinthwer obstructing any inquiry being conducted into
related matters and in particular inquiries by -

€) the police;

(b) any liquidator or supervisor of any company;

(c) the Gunning inquiry;

(d) the Australian Securities and Investments Caogsion; or
(e) any prosecution.

Even if your evidence is taken in private, the enmewill become public when the committee repootshie
Legislative Council. If you want your evidence tmain private, the committee can apply to the Lagis
Council for a suppression order when the final reopresented to the Council.
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For the benefit of those in the gallery, only adierl media representatives can take notes dumiadnéaring.
Second, the committee is aware that charges haste lbéd against some participants in one of thdsdea
which you have provided a submission,. We ask ybat speak only in general terms about problemithén
finance broking industry, and not the specific detdich may affect the prosecution of those peopleyou

wish to raise specific details with the committee, suggest that the evidence be taken in privasi@eat the
conclusion of your public evidence. The commitierild not like to take evidence that could be usesome
way to avoid a prosecution reaching its conclusiifryou have any concerns, raise them as we ptbcee

Mr Van Stokkum: We are concerned. Basically, we are here koahbut Blackburne and Dixon. We are the
mortgagees over property in Geraldton. The borrewave been charged with fraud, and Ken O'Brien of
Blackburne and Dixon has also been charged witldfraKaye Blackburne, the licensee, and Jason Blacle
have not been charged. We want to talk aboutiésding and about Blackburne and Dixon, the licerss®d the
investment manager and director, Jason Blackbuwie.do not need to mention Ken O'Brien or the boers.
Basically, it is about this dealing where peopleehbeen charged.

The CHAIRMAN: Does the evidence you want to give relate to tieréaof others involved?

Mr Van Stokkum: We want to go through the dealing to show yoa Way that Blackburne and Dixon’s
proposal was completely false, negligent and freerdu We will commence that in a minute. We wilbrk
from there. Peter Cooksey has something on thésivynof Fair Trading, as does Michael Lennon. lesioot
matter who was the borrower. It was the casettf@proposal was false. That is hot my submisgionyou
have my submission there?

The CHAIRMAN: Yes, we are aware of it. The committee needs te hayuick discussion on the matter, and
| ask you to leave the room for a moment.

Committee suspended from 11.05 to 11.22 am.

The CHAIRMAN: My apologies for the delay. It is important thiae tcommittee be very careful. | am sure
that you would agree that the last thing we wanfoisthe committee to act in a way that may impat
prosecutions in the court system. The committeeah#st of questions to ask in public sessionwduld then
like to go into private session to discuss the #igs®f the deal outlined in your submission. Thason for that
course of action is the potential impact the evidermay have on police investigations or ongoing@cations.

It is in your interests as much as the committée’slo this. Also if you have documents to subrtiie
committee will receive them in private session. e Tédommittee may make them public later. They will
automatically become public if we receive them il session, and we want to ensure that theyneillhave
an impact on agencies involved as public documents.

In your involvement with the finance broking indystyour submission referred to some research polected
into this area of the industry in 1997-98. Willuprovide some background to the information aaglin the
research you carried out into the industry?

Mr Cooksey: Yes, | did. | originally contacted my accourttanho recommended Blackburne and Dixon as a
good company to deal with. | made various ingqaingth people who were dealing with them and haaltde
with them for a number of years. They put it to that they had not lost a cent. | spent aboutnsiths
checking on these people, and | could find nothimgng.

The CHAIRMAN: That was with the other investors?

Mr Cooksey: Yes.

The CHAIRMAN: What was the name of your accountant?

Mr Cooksey: Can | say that? | do not particularly want totdat.

The CHAIRMAN: That s fine. You can do it in private session.

Mr Cooksey: Yes.

Hon NORM KELLY: Was this your first experience with the finafeceking industry?
Mr Cooksey: Yes.

The CHAIRMAN: Did any of the other witnesses conduct any mesearior to becoming involved with
finance brokers?

Mr Van Stokkum: No research. You would have the proposal otBtarne and Dixon Pty Ltd in front of
you. When you get a proposal from a licensed figdoroker with a sworn valuation by a sworn valéich
mentions the assets of the borrowers, you preshenmvestment is safe. The only research | did wistarted
investing with Blackburne and Dixon indicated thegd been in business for approximately 15 yearshadda
good record.



Finance Broking Industry in WA 6 September 2000 Page 3

Hon NORM KELLY: How did Blackburne and Dixon initially come ilmrtact with you? Did they contact
you?

Mr Van Stokkum: No, | first saw an advertisement in tBenday Times in about 1997 stating that it was
advisable for retired people who were receivingyMew interest from the bank to invest in real &stas the
money invested would be loaned only to a maximurOper cent of the valuations which they callesl Safe
as houses”. That is why | invested with Blackbuand Dixon, which went perfectly with no problemsah. |
just turned over my money and went into the next inwvestments with the same borrowers.

Hon GREG SMITH: At what interest rate was that money loaned?

Mr Van Stokkum: At 9 per cent. We often hear comments aboutdyend that we were expecting far too
much interest but it was 9 per cent. There wer@gsals for 12 per cent or 13 per cent but wherokéd at
them | knew | would be taking a risk. For examplem talking about vineyards where the land wasgho
inglobo and subdivided into smaller individual deowith separate titles and then one would getaaesim an
individual title. However, if that went wrong itomld be very messy to try to sell all these indixtiblocks.
My investments were basically in real estate witle ditle, a loan of up to 70 per cent of the vahrgtmost
lower, and borrowers recommended by Blackburnelzrdn as having good track records, assets anapakrs
guarantors if anything went wrong.

Hon NORM KELLY: You consider proposals of 12 per cent or 13cgeat interest as being very risky when
the banks are offering 5 per cent or 6 per cenheiiou are presented with a proposal of 9 per ioéatest,
how do you assess that as a reasonable risk diegiit is higher than the bank rate? What risksyau willing

to take for an investment?

Mr Van Stokkum: The answer is really no risk at all. We werel title reason we would be getting 9 per cent
was because it was a very short-term commercial. Idd a developer wants to do something short-tard
goes to a bank or finance company related to a,damlor she would be looking at that sort of indeteo.
Therefore, 9 per cent was not ridiculous. Howetlere was the “no risk” factor in the proposalss IAsaid,
there was a sworn valuation of $1.8m on this paldicinvestment and if we were to lend $1m oveedqa of
only six months to set up the deal to build a metentually, it looked very safe to me.

Hon GREG SMITH: Have your friends, or people who knew about Btacne and Dixon who recommended
them to you, subsequently lost their money as well?

Mr Van Stokkum: | had no friends who dealt with Blackburne anddd. As | said, | saw an article in the
Sunday Times. | contacted Blackburne and Dixon who sent omednformation to me. As | said, | worked
basically on the fact that sworn valuers were imgdl and | presumed those people were capable ofggiv
proper valuations.

Mr Cooksey: | can answer that question. A friend originadlyent a lot of time talking to me. | was very
sceptical in the beginning. The guy’s name will he mentioned as he recommended Blackburne anshDix
me as a friend and at that time he was trying tongoa favour. To this day he considers he wasgdoia a
favour and | believe him. That fellow was a serpotice officer who knew Blackburne and Dixon, rdehlt
with Ken O’Brien for nine years and had not lostemt. He recommended them to me and in the emouight
this would solve some of my problems. Obviouslgphtacted him originally when things started toawel, not
to complain to him but to let him know what wasrgpon to protect his own investments. He told heedther
day that he has since been paid out in full andves received his penalty payments. He feelsypbeitl about
what happened to me. His name will go unmentidmétdl could not have had a better recommendatide.
was not just a plug on the street. That is theaed went into it and | do not blame him nor dednt his name
mentioned as he thought he was doing me a good tutare say that this has occurred in many cases.

Mr McEvoy: | made inquiries. | asked a party well knownthie Blackburnes, well known in the city and
prominent in real estate activities about what hewk about them. He said he had very detailed riméition.
Owen Blackburne had died some three years preyiousk the proprietor, he had bought out Dixons som
years before. He told me that the fellow managingow is the fellow whose name was not mentioned a
moment ago. He is an ex-bank manager of the NatBank, | believe, and he is right on the buttdie was
Owen Blackburne’s chief assistant up to Owen’slietlien Kay Blackburne relied on that ex-bank manag
take over management of the company. He becanmgetieral manager and the one with whom we all dealt
asked who handled the trust account and he saidBkapkburne had her hands very firmly on the tacstount.

| must say there have been no major blips on te iccount in the past few months of the debamepared
with the two other major ones that have hit thedlieas. That is one matter that has not been brokerto any
great degree. However, he gave me all that reagsimformation about the ex-bank manager - | useldave a
lot of faith in bank managers - and in | went. duple of the parties - no names mentioned - | deigt in my
first introduction are now up on charges.
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Hon RAY HALLIGAN: Mr Van Stokkum, are you aware how valuationsuardertaken?
Mr Van Stokkum: Yes, | am very well aware of that; | am a resthée agent by trade.
Hon RAY HALLIGAN: Do you believe the valuation certificate is agntee of a market price?

Mr Van Stokkum: It should be. If you are a sworn valuer, yowéna commerce degree. The valuation you
sign should be proper and you should be responfgibié That is why | relied on that valuationn &ddition to
that, we were told of two valuations by two swomaluers in a particular deal. We found out evemhjuhlere
was only one valuation, and one appraisal which vdisulous. The appraisal was by a company called
Century 21 Commercial Pty Ltd in Como, which wasoiwed with the two people who borrowed the money
and as far as | know, those people owned the compan

Mr McEvoy: They were in the same office building.
Hon RAY HALLIGAN: Do you know the difference between a sworn \naand a market appraisal?

Mr Van Stokkum: Yes, there is no comparison whatsoever. Youatrely legally on a market appraisal. A
sworn valuation must be done by a sworn valuered estate agent cannot do a valuation. He camboan
appraisal as he is not a sworn valuer.

Hon RAY HALLIGAN: | am thinking of the future as well as the pa3tou just mentioned that a sworn
valuation should be guaranteed. That does not appéave been the case in the past. Do you leelieshould
be the case in the future?

Mr Van Stokkum: Yes. It is like going to a doctor for an opiniof your health. If the doctor gives you a
wrong opinion, the doctor is at fault. There wasaditle on the Internet about sworn valuers inl&nd where
the law is virtually the same. According to therlthere, a sworn valuer is responsible for a vadumalhe puts
his name to, regardless of whether the econominaté changes. However, in this case the valuaton
obviously ridiculous. The property was purchasetflay 1998 for $380 000. The valuer was well avrihat
and valued it at $1.8m two months later.

Mr McEvoy: | have to differ slightly with Mr Van Stokkuml do not believe there is an absolute watertight
guarantee that a sworn valuation is the actualmée. We do not accept that; that is Disneylakidwever, a
sworn valuation must be a fair and reasonable attiraf market value. When you are putting mondy
proposition that represents only 55 per cent of l#mel value, that allows for the non-guarantee dowery
realistic price being put on it by the valuer. @umwithin 55 per cent it would not be valued atcvits value.
There is therefore no point in pinning us down @ fidct that we expected a written guarantee tlealaiid must
be worth $1.8m. However, surely it had to be wadimething like $950 000 or $1m, even if the valoely
doubled the actual value.

The CHAIRMAN: You are saying its valuation should be somewhkrge to the actual value.

Mr McEvoy: It appears there was a great margin for erroithis; valuation. A few of us have a bit of
experience in real estate; not as much as we needmadinter what was happening in the finance imgkvorld.
Trust is something we should never have had.

The CHAIRMAN: The next question goes particularly to Mr Cooksegubmission. In it you make a
comment about rumours circulating that the FinaBiagkers Supervisory Board was totally inactive. nGau
explain that statement? Anyone else can add Higioviews about the board. You indicated youadidnge of
things but one thing you did not do was go to tleafce Brokers Supervisory Board as rumours were
circulating that it was completely inactive. Casuyexplain that statement to us?

Mr Cooksey: | cannot bring to mind specific people who saiything to me. However, | was away and when
| came back, | started ringing around.

The CHAIRMAN: What period are you talking about?

Mr Cooksey: October 1999. | made a few phone calls to @ledple. | did not have to do much in this case as
Mr Van Stokkum already had things under way. | i@drto get people together before the event. rigimg
some of those people | found they had alreadyestaite wheels in motion and they all seemed to agmeith

the same statement: They were not doing any gothdtiaé Finance Brokers Supervisory Board. Thathat |
based that comment on in the letter. Mr Van Stokkmay be able to say how far he got with the Firanc
Brokers Supervisory Board with this deal.

Mr Van Stokkum: When this deal defaulted in May 1998, | statti@dnquire about what to do. | contacted
Doug Solomon of Solomon Brothers and asked him abomplaints to the Finance Brokers SupervisoryrBoa
and the Ministry of Fair Trading. | do not belielve would mind my telling you that he said | was tivegs my
time. Mr Lennon noticed that too and in about Augi899, Blackburne and Dixon, under the name of
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Blackburne Finance Limited, applied for a new firarokers licence and anybody who had any comments
against it object to the Finance Brokers Superyi®ward. We did that through Doug Solomon. | hketeers
with me on that matter, including a letter to thenl@idsman. Doug Solomon was ignored by the Finance
Brokers Supervisory Board. It would not even alloiw into the hearing and made him wait for an holinen

at the end of the hearing, Kay Blackburne handdteimlicence and was told to stop trading. Howgelbave

not made complaints to the Ministry of Fair Tradangd to the Finance Brokers Supervisory Board.

Mr Lennon: | should correct something. Mr Van Stokkum stidt Blackburne and Dixon applied for a new
licence under the name of Blackburne Finance.ak not under that name. It was actually Kay Blackb who
applied for a licence.

Mr Van Stokkum: That is right. The same people from Blackbuand Dixon.

Mr McEvoy: Could | make another very relevant point which mave not referred to? We are talking about
this valuation of $1.8m. When the offer was put by Blackburne and Dixon, no copy of the valuatieas
submitted to us. It was not until the loan hadegbad some 12 months later that we discovereddhmtion
was not a valuation of vacant land on which we wergling money but, rather, the anticipated landtexat
value of a fully-developed motel unit with 60 unidssmanager’s unit and office and a reception.

The CHAIRMAN: We may come back to the specifics of the vatmatbut can you deal with general
comments about the problems with the valuations?

Hon RAY HALLIGAN: You said the valuation was not presented; did ask for it?
Mr McEvoy: No.
Hon RAY HALLIGAN: Is there any reason for that?

Mr McEvoy: This crowd had been dealing for about 15 to 28ryeand to our knowledge had not been
subjected to all the various checks on their taesbunt and/or their valuations. Little snippets @ppearing in
the Gunning inquiry and other matters that poppednuthe last 12 months. However, until then we ha
reason to doubt that Blackburne and Dixon werefulbt-accredited, honourable finance brokers of tinghest
integrity.

Hon GREG SMITH: By the sound of it, they had conducted themseinghat way for 10 years previously.

Mr McEvoy: Well beyond that. In fact, Kay Blackburne saicbne of her letters, “Don’t panic. Three loans
have gone bad but we have had a good name foré26.ye

Hon RAY HALLIGAN: Having worked for a bank for a number of yeamgpuld say it would be prudent for
any lender to ask for a valuation. Do you agreth wiat?

Mr McEvoy: | know there is a subtle difference. HoweveEt,were to take out a bank bill with your bank for
$100 000, | would not need to know the detail ofowhat money would go to and what security the bizsuk
obtained from the borrower because | know you amranteeing me. However, that is much the sanmg,thi
am afraid. | am putting in the money on the baitik bdo not ask, “Who is this going to? Whattke security
there? How good is this deal?” | just took thespa’s word that there was a $100 000 bank bill landuld get

X dollars for six months.

Hon RAY HALLIGAN: Look at it the other way. When a banker is lagdinoney, even if he has a customer
who has been very good for the past 25 yearsatfdhstomer wants to borrow money, | can assuretyaithe
bank will ask for a valuation. It will ask for ewghing.

Mr McEvoy: It would revisit his assets, sure.
Hon RAY HALLIGAN: The bank would want all the documentation ad.wel

Mr McEvoy: | agree. | understand that it would. Howeweg, are coming way down the pecking order from
the bank manager lending the money. We are detimgigh the bank - in effect, Blackburne and Dixdn
which, at the time, we had faith. The bank manages the general manager. That was what sold me.

Hon RAY HALLIGAN: No, you had taken the place of the bank, becdusas your money rather than the
bank’s that was being lent.

The CHAIRMAN: Peter has put the view that he sees Blackburdéion as the bank.
Hon RAY HALLIGAN: He sees it somewhat differently.
Mr McEvoy: Yes, | see it as the one doing the credit clieckind so forth, which we found was quite inept.

Mr Lennon: We were dealing with people who were licensedlgovernment agency; therefore, we expected
them to be qualified and competent to do their herwise they would not have been given a licen€er
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many years a finance broking course was run thr@WffE, | think. One would expect that those peapdeild
have been taught how to do things properly, andvemdd expect that they would have been taught troread

a valuation and to know whether it was a valuatiba virgin block of land or whether it was a féaldly study

of an end product. Therefore, we relied on themmabse they had been licensed and were supposed to b
educated.

The CHAIRMAN: On that point, Michael, | noticed from a busmesrd that you attached that you are a
licensed finance broker.

Mr Lennon: Yes.
The CHAIRMAN: Do you have one of the restrictions of dealinfyavith credit providers, or is it an open -

Mr Lennon: No, my main occupation at the moment is a prypsettlement agent. | have kept my finance
broker’s licence current, but | do not have theumhrcertificate. Until | crank that up again, Incet lend
money for people. My father did mortgage brokingnf 1950 until | joined him in 1968. We continuddo
mortgage broking until the Finance Brokers Confrel came into being in 1974, and then we becamevhkres
finance brokers. | continued finance broking ustime date in the 1980s. At that time my settldragency
and real estate agency was getting so big that hdi have the time to concentrate on the finamokityg side,

so | did not bother renewing my finance broker'sual certificate. However, in all the years that father and

| lent clients money, we treated the money as thaugas our own. We were very careful, and nateodid we
have to foreclose on a mortgage. Every one wasdep

The CHAIRMAN: Therefore, you did pooled mortgages.

Mr Lennon: Not large ones like this. We might have put wlients into a joint mortgage, but nothing to the
extent that has been going on in the past few years

The CHAIRMAN: It was mainly single mortgage arranging for someewho needed a private mortgage.

Mr Lennon: Yes, 99 per cent would have been single morgdy# occasionally somebody would want more
money than one client had on his own, so we woafdline them.

Hon GREG SMITH: For whom did you believe Blackburne and Dixorr@veperating? Did you believe it
was servicing you or the borrower? Whom did yanokhwvas its primary client, | suppose?

Mr Lennon: As a finance broker, | have here a copy of tecof conduct under the Finance Brokers Control
Act which was in force at the time. Rule 7 says -

Brokers shall take all reasonable precautions atept their clients against fraud misrepresentagiot
other unethical practice and to ascertain and camate to them all available relevant facts retato
a property offered as security to a lender.

That says clearly that brokers are to relate ta tgints. Therefore, | believe that a lender istlea to believe
that he is the client.

Hon GREG SMITH: The reason | asked the question is that the hagystem operates, | understand, is that
the borrower pays the fee for service, not thedend

Mr Van Stokkum: We paid a fee as well - not as much as the b@roof course. Out of our interest, a certain
percentage went to Blackburne and Dixon - admiiigin fees or whatever one calls it. Michael réigee code
of conduct. The committee has a copy of the Fiad@Brokers Control Act, and several paragraphs roeritiat

The CHAIRMAN: Are you talking about the code of conduct or Aot?
Mr Van Stokkum: The code of conduct under the Finance Brokergr@bAct. For example, No. 4 says -

Brokers shall at all times act in the interestshefir clients and shall not place a lender or beemto
disadvantage for the Brokers own benefit.

Hon G.T. GIFFARD: | understand what you are reading to us. Howesssentially the question was what
you understood and what your view was at the tirheinderstand the code, but can we put that aside f
moment? What was your understanding when you deaéing with this? It is important for the comnaétto
know that.

Mr McEvoy: | was a client of Blackburne and Dixon. It neeatered my head that it was any other way.
Mr Van Stokkum: As far as | was concerned, | was a client otBltaurne and Dixon.

Hon GREG SMITH: You believed it was acting in your best intesdsttry to place your money -

Mr McEvoy: Absolutely, yes, and it would obtain a commigsiw procuration fee.
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Mr Lennon: As a finance broker, | always considered thelégro be my client.

The CHAIRMAN: The next issue relates again to Mr Cooksey’s $sgion, although | guess all of you can
comment on it. In the submission, Mr Cooksey ghgs it appears to him that Mr Shave and othere ledther
neglected their duty or have a gross conflict oériest. Could you explain to us why you believat tio be the
case?

Mr Cooksey: | suppose | must refer back to the Gunning inquiThe evidence that came out of the inquiry
was that they have just shelved all these thinffsey say they have been overworked, but it seensathi
would have taken was several telephone conversatiés | said earlier in the letter, two areas weapen to
them. One was to in-house virtually get the indubtick on a sound and honest footing by bringivegerrant
valuers, brokers and borrowers to task. Secorloéy had a duty to warn the public of possible fois with
trust funds and particular valuations. As | sadier, | spent a lot of time researching thesepfrand nothing
seemed to come out. It surprises me that somieeohtestors did not start to spread the word evagin in the
piece. Perth is not a very big place, but appsrené word did not get around. My theory is tifathey had
made it public - it was virtually, as | said, a agid-type situation that we were getting into +réhevould have
been no fresh punters, for want of a better wand,the whole thing would have collapsed probabtnso than
it did. However, while people were going to thelars, the situation continued. That is what hapde | do
not think they wanted to do that. | think in a vihgy wanted to -

The CHAIRMAN: “They” being whom?

Mr Cooksey: The Finance Brokers Supervisory Board and th&dyeothemselves. They wanted to keep it
going as long as they could, at least to get dheir own situations. Of course, they had to @deventually,
as all pyramid-type selling schemes do. | feel thavhat it had degenerated into.

Hon GREG SMITH: When was the mortgage written? When was theempnt in?
Mr Cooksey: In November or October 1998. | will be correcta that.

Mr McEvoy: Yes, November 1998.

Hon GREG SMITH: When did you realise it would go bad?

Mr McEvoy: When six months interest in advance was hel# bgdBlackburne and Dixon. That was paid out
regularly for six months. Then the next paymentJamne did not arrive. That is when the balloontethto go

up.
Hon GREG SMITH: Therefore, in June, July and August, alarm tstisted to ring.
Mr McEvoy: In the seventh month, if one likes.

Mr Van Stokkum: When we did not get our payment in June, | sthtb do some searching. 1 did a title
search and discovered that the borrowers had pdyd$380 000 for the block. We lent the money hseaof
the valuation, but the borrowers paid only $380.00@vas said in the proposal that the block hedrbrezoned
successfully for motel purposes. | checked thét tiie City of Geraldton.

The CHAIRMAN: | think we are getting into the specifics of thesal.

Mr Van Stokkum: It is basically the same as the valuation.

Hon NORM KELLY: We can come back to that in private session.

The CHAIRMAN: That would probably be safer for all of us, irdihg your interests

Mr Van Stokkum: Basically, in May 1999 we realised that the deat in default. Most borrowers - this is
where the trust in finance brokers comes in - afpamh a few, trusted Blackburne and Dixon and heliethat
the deal would come good. We were stalled antedt&br six months before we realised that the deal gone
wrong. Blackburne and Dixon did not put in a defauattice until, I think, January 2000 or somethiikg that.

The CHAIRMAN: In November 1998 you went in to the -
Mr Van Stokkum: Yes. We got the proposal in October 1998 aedittal went ahead in November 1998.
Mr McEvoy: The first payment was 4 December.

The CHAIRMAN: Dealing with the issue of neglect of duty of Blnave and others, perhaps you could explain
whom you think the others are. What do you think3have should have done at that time? Do you thén
should have been aware of the situation?

Mr Cooksey: Yes, definitely. Basically, the buck stops la top, does it not? | think he should have been
aware, yes. As to the others, | have not listadreames, obviously, but there were a lot of guythexGunning
inquiry who said that they could not do things¥arious reasons.
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The CHAIRMAN: Are you talking about staff of the ministry abdard members?

Mr Cooksey: Yes. For obvious reasons | have not given etditheir names. | feel that they had a jobdo d
Why did they not do it?

Hon GREG SMITH: Did you contact them?

Mr Cooksey: No, | did not contact them. As | said, at thiate the only person | contacted was Mr Shave. |
wrote him a letter, which the committee does natehget. Perhaps | could make a comment conceltdorny
Ray Halligan’s inquiry about why we did not ask abgetting a proper valuation. | will draw a rathmoor
analogy here. When | go to a doctor, | am dealiith a professional. | do not go into a lot ofalet | do not
have any medical expertise, so | accept what e e in most cases, or | may go to another dodtte. will
say this and that, and | accept it. | am virtuatlthe same position, as a layman, with these Ipeopan you
see the analogy | am drawing?

Hon RAY HALLIGAN: | can, but you also said that you may obtair@ad opinion, and | accept that - many
people do. However, | suggest that when the daszgs something to you, when he diagnoses andeteoiu
treatment, you will make a judgment in your own diabout whether you believe that that is fair and
reasonable. If you believe it is, then you wiltept it, as you have said. If you do not believis hecessarily
reasonable, then you will look for a second, oretmes a third, opinion to confirm that first diagis.

Mr Van Stokkum: Do not forget that according to Blackburne argon there was a second opinion. There
was two sworn valuations.

Hon RAY HALLIGAN: However, you did not see them, and then youddhat there was only one.
Mr Van Stokkum: No. We did not go to Geraldton to see if thecklwas actually there.

Hon RAY HALLIGAN: | am going down this path because one of oundesf reference concerns legislation
for the future. Therefore, we need to find out winahspired to reach this situation and what wathénminds
of the people who were investing. It may well battif there are gaps, some of that legislatiorthercode of
conduct, will have to insist - | believe the Gurmimquiry has already dealt with some of these ensitt that
certain other things be put in place.

Mr Van Stokkum: Basically, if a proposal like that had not bdalse, there would not have been anything
wrong with it. However, this proposal was completellse. It was a scam. Everything in the propcsédlise.

Hon RAY HALLIGAN: | accept that. However, | return to what Michsaid earlier about licensing. We
license people to drive motor vehicles and we Haws which we help enact and which say that peajlenot
speed, they will not do this and they will not dorething else. Does that mean that everyone abiglése
law? Does that mean that the Government is halporesible because it gave those people those éisesmd
they broke the law? | know | am drawing a long dweve, Michael. All | am saying is -

The CHAIRMAN: We are not really here to debate it.

Hon RAY HALLIGAN: The issue came up.

The CHAIRMAN: Michael, | am happy for you to respond to thagstion if you want to.
Mr Lennon: | think he is drawing too long a bow there.

Mr Van Stokkum: Basically, a driver may get a licence, but if ties somebody and it is his fault, what
happens to him? He gets charged and finishes ypison or whatever. In this case, we are dealith a
licensed finance broker - we will not go into framdanything like that because the committee datsvant to
discuss that - who basically has handed in hendieeand that is the end of it. If | hit somebauythe street
when | was driving under the influence of alcoHotould not go to the police station and say, “Hisreny
licence. | will not drive any more.” | will noteg away with it that way.

Hon RAY HALLIGAN: You can hand in your licence, but you will net g@way with the offence.
Mr Van Stokkum: That would not be the finish of it. In this eass far as -
Hon RAY HALLIGAN: We are now getting into an area that we canahtiut later.

The CHAIRMAN: Without reiterating the issue about going itite specifics of the deal, are there any general
comments that you wish to make about the problemsare currently facing or have faced and the nesp®
you have had from any agencies which were involaeslipervising the situation at the time or areolwgd in
sorting out the problems now? Again, without tatkiabout the specifics of the deal, do you havegamneral
comments about their responses or about any pralilesh you have now?
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Mr Van Stokkum: As | said before, | have not had any dealingth whe Ministry of Fair Trading or the
Finance Brokers Supervisory Board. Basically, \aeehhad quite a few meetings with all the mortgagaad
the comment that has always been made is thatithistry and the board have been absolutely useless.

The CHAIRMAN: Yes, but what about other agencies which may fadse a role in this?

Mr Van Stokkum: Peter Cooksey wrote a letter to the valuersdyaand that letter was ignored.
Mr Cooksey: | received a reply. | wrote a letter to theiségr, which is also in those documents.
Hon RAY HALLIGAN: On this issue - this mortgage and the like?

Mr Cooksey: Yes, it was on that issue.

Hon RAY HALLIGAN: We will not go down that path.

Hon NORM KELLY: We can deal with that in private session.

Hon RAY HALLIGAN: Yes, otherwise it becomes a public documenthiat ime because of our term of
reference No 3.

Mr Cooksey: Yes, the second letter | wrote was general.

The CHAIRMAN: It was general, and the response was not settisfa Are you are happy with responses
you have been getting from the Australian Secuwritied Investments Commission, the police and pdikae
that?

Mr McEvoy: Yes. We met with members of ASIC last week.

Mr Van Stokkum: Yes, we went to see ASIC. Peter and Michaekwbere too. Basically, ASIC said that
Kaye Blackburne had handed in her licence andahgtaction was really up to the State Governmedttha
fraud squad. The fraud squad - | must be carefwl what | say - has done its job on Blackburne andD
Because Ken O'Brien will not talk, it will not chger Kaye Blackburne. Anyway, the fraud squad iswoeeked

at the moment; it has too much to do. It has dnjeb. It took six months to work on this padiiar deal with
Blackburne and Dixon. It has stockpiles of otheald, so | do not know when this will all be fingsh
Basically, ASIC wants to stay out of it.

Mr McEvoy: It stepped aside and said that there are othgs wcommon law, the fraud squad and so on.

Mr Van Stokkum: We saw ASIC because of Blackburne and Dixon.y\Wdve Kaye Blackburne, as licensee,
and Jason Blackburne, as director, not been chamgeer corporate law? We were told by the frausadagto
see ASIC about that.

Mr Cooksey: | will generalise a comment that was made tdoma guy from the valuers board. | kept harking
back to the fact that if a property had changeddbdor so much, | considered that to be the vafuthe
property because it had been sold for that pride.a couple of occasions he said, “Don’t get ib impur head
that that is the value of the property.” He udad ainalogy and said, “They could have been luclgugh to
purchase that property for $2, but that is notvifee of the property, is it?” | said, “No.” Haid, “They could
have got a bargain, so you cannot say that the aimtbay paid for the property is the value of Tthey might
have got a really good bargain.” That is exacthathe told me. Twice he used the analogy of $2.s&id, “If
they bought the property for $2, it is ridiculoassiay that that is the value of the property.”

The CHAIRMAN: | suspect that you would want the tax office dedo check what other things were going if
they got it for $2, but that is another issue.

Mr Cooksey: | know. However, they are his exact words. dd&l, “You can’t use the fact that they purchased
the property for that amount to say that that éswthlue of the property.”

Hon RAY HALLIGAN: He did not give you the converse as well: Hyttpaid $2m for it, it still may not be
the value.

Mr Cooksey: No, he did not, but | thought it was rather stra logic.

The CHAIRMAN: The point is that the purchase price would celydie a starting point, and you would not
rely solely on the purchase price.

Mr Cooksey: No. We finished the conversation, and | cowedehat by saying, “We are going to auction the
place.” | am getting specific now. My reply wé¥/hen the place is auctioned, we will get a beitea of the
value of this property.”

The CHAIRMAN: | guess the political analogy is that the onpynion poll that counts is the election.
Mr Cooksey: Yes. Thatis what | have literally said.
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Mr McEvoy: Could I contribute something? We are not argdor the sake of arguing; we are trying to find
something on which to base our recommendationsvadration, | will make two points, both of whichtHink
came out in the Gunning inquiry. There are twotakiss on our part, if one likes, if we have to ta&me of the
blame. We are in there; we walked willingly inteetplace. First, we were not given a copy of theiation -
we did not see one and did not ask. Obvioushfutare, a broker should present a copy of the \moao
every lender. Secondly, the major thing is that vhaluation should be prepared by an independety, s
mentioned by the Gunning inquiry. This so-callealuation was obtained by Elk Cove from a valuer in
Geraldton. It was not Blackburne.

The CHAIRMAN: There should be an independent valuation.

Mr McEvoy: Another of the large finance brokers in towraighis stage without blemish. It has a panel of
valuers covering quite a large area. For exanguie,property down in Augusta was valued by a remtasive

of Chesterton International, so we knew we had sor@@ence and some substance then, even thougs itva
far-flung area.

The CHAIRMAN: You are talking about the need to get independainations.

Mr McEvoy: Not one produced by the borrower which saysyéht to borrow $1m and | have a valuation
from this fellow in Geraldton.” Those are the twings on valuations that | was trying to put befdine
committee.

The CHAIRMAN: Should it be the broker or the actual lender wiganises an independent valuation?

Mr McEvoy: The broker. As members can imagine, in someguboiortgages there are 51 people . | am not
in one of those. We are in a pooled mortgage gbddple. We battled for six months, some of uslérathan
others, to get everybody to agree that we wereombte. The word was, “| have dealt with these pedpr
years; there are no worries.” When 15, 30 or 5@pfeein a pooled mortgage are trying to get an pedeent
valuation, it cannot be done.

The CHAIRMAN: To take the next point, the finance broker watlhrly be acting as an agent for the people
lending the money and not for the borrower?

Mr McEvoy: No. If the borrower comes along and says, “hista borrow $1m”, the brokers will say, “Let us
have a look at your financial background. We Wwiéle to get a valuation. We will send our panelaitiers to
do the valuation.”

The CHAIRMAN: If anyone, whether he is a lawyer, a land valaefinance broker or a real estate agent, is
acting for two parties, there is obviously a canftf interest. | mention this because it folloevsfrom the issue
about getting the valuation. Effectively, the fioarbroker should act on behalf of the lenders. [&hders will
obviously have dealings with the borrower, who witesent his documentation to them. However, gitr
view that the broker should act on behalf of therdawer and that the broker’s first duty is to trerower, in the
same way as a real estate agent normally actshaiflué the seller of a property?

Mr McEvoy: No, he should act impartially - right througtetmiddle. If people are dealing with brokers who
lack integrity, those brokers just obtain their otame valuers. | have seen that happen many tinersnoany
years. In this case, the borrowers obtained theim assessment. Quite frankly, it was not a valnabf the
security on which we were lending money; it waspimion on developed land content in something wikte
worth $9m maybe if it is built.

Hon GREG SMITH: On a concept.
Mr McEvoy: On a concept, on a dream.

The CHAIRMAN: | understand that the board sent that to broked indicated that they should do that.
However, clearly that did not happen.

Mr Lennon: Earlier | read part of the finance brokers’ cadle€onduct which was applicable at the time of this
mortgage. Has the committee seen the code of comchich was issued last year - | received it oAu@ust
last year - after all the publicity came out thegrything was falling apart? The rules have noerbehanged.

The CHAIRMAN: No. In one of the board’'s newsletters, it sentotice to finance brokers indicating that
independent valuations of the properties shoulddught. From what you are suggesting, that wasrmaken
up by the brokers, and obviously there was no eefoent of that requirement.

Mr Cooksey: It did not flow on to the lenders, that is fors.

Hon RAY HALLIGAN: Mr McEvoy, | again refer to these valuations dahd independence thereof. The
valuers are professional people. | understand tiexe their own association. Could you see a ngnni
database, crossing off those who were no good ddid@those who needed to be added -
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Mr McEvoy: Of the valuers?

Hon RAY HALLIGAN: Yes. They must be registered valuers.
Mr McEvoy: No, not until | got involved in this huge debacl
Hon RAY HALLIGAN: No, | am thinking of the future.

Mr McEvoy: | am not even knocking the valuer in this cas&eraldton, because he did not give a valuation of
our security.

Hon RAY HALLIGAN: No, | am thinking of the future, | must admifidawhat might be done in the future. |
understand what you are saying about the pooledgames and the fact that many people may neveeagre
However, there could be a database, and that jgiofed association could identify a valuer to vathe
property. Would that possibly be one way around pinablem?

Mr McEvoy: That is to say, it would go to the valuers boardich would nominate a valuer for that area?
Hon RAY HALLIGAN: Or the professional association.

Mr McEvoy: The board could say, “The best man for commer@hlations in Geraldton would be so-and-so
in Geraldton, or so-and-so down here has had @f lexperience in the north west run.” | could seme value

in that, where it is totally independent. The labenuld even nominate a choice of two valuers ¢olttoker. It
would bog the board down a little, though, as caeimagine.

Hon GREG SMITH: | understand that there were 15 people involwetthé mortgage on this property.
Mr McEvoy: Yes, on this one.
Hon GREG SMITH: How is a percentage of that particular mortgaffiered to you as an individual?

Mr Lennon: In my son’s case, he had approached Blackburdebixon and said, “| have X number of dollars
| wish to lend.” When Blackburne and Dixon gotragmsal - obviously, other people had contactethtimethe
same way - it wrote and said, “We have this apptica We will include your contribution in the aad loan.”

Mr Van Stokkum: The committee has a copy of a proposal. Thaxastly what it sends.
Hon GREG SMITH: Therefore, you do not get a title?

Mr McEvoy: Some people may be offered $100 000 involverreamd, they may say, “I don’t want $100 000
involvement. | have $25 000.” The brokers will s&yine, we'll put down $25 000.” They just crosstdhe
$100 000 at the top and put down $25 000.

The CHAIRMAN: Then they collect enough people until they getdmount that they need to lend.

Mr McEvoy: In this case, | crossed off my name, left myeiifname, signed it and sent it back. That is a
simple acceptance.

Mr Lennon: Hon Greg Smith asked about a title. The broketsally send a copy of a couple of the pages of
the mortgage which lists all the mortgagees, seragm was able to check that he or she was registar the
title deed. | have the stamped duplicate of thetgage here.

Hon GREG SMITH: | asked about that because | understand thabnme pooled mortgages people do not
even have their names on titles.

Mr McEvoy: Absolutely, yes. That has not applied with thégticular broker. It has a couple of ticks in
comparison with a couple of the major ones outether

Mr Lennon: You were asking about our recommendations farréulegislation. The new code of conduct that
is being issued to all brokers says that wheneahddr requires a valuation of the land to be offe® security
for a loan, the broker shall inform the lender lofice in writing that the lender is entitled to dse and appoint
an independent valuer. That was never in the pusvimde of conduct. It also says that in the ethttthe
lender instructs the finance broker to engage aevab value the land to be offered as securityaftwan, the
finance broker shall select an independent licenséter and take reasonable steps to ensure thaather has
no interests whatsoever, financial or otherwisethim property to be valued or the loan for which tand is
required as security. If the valuer is not appedriby the lender, the finance broker must enswettie valuer's
liability for the valuation is extended to the lend

Hon GREG SMITH: Hindsight is a wonderful thing.
Mr Lennon: The Finance Brokers Supervisory Board has daserthhindsight.

The CHAIRMAN: ltis the point at which you do it. That is setimng we must work out. Before we go into a
private session, would anyone like to make anyragjeeeral comments?
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Mr Lennon: On the issue of who is considered the clier#, dhginal offer from Blackburne and Dixon said
that the interest rate was 9.35 per cent and,aokets, it was net 9 per cent to you. It took (p8bcent as a
collection fee for managing the mortgage. | baiglrat confirmed the agent-client relationship leetw the
broker and the lender.

Mr Van Stokkum: We are mentioned as clients in the code of condu

Mr McEvoy: One very prominent valuer has figured in all phublicity during the past year. He lost his licen
as a real estate agent.

Hon GREG SMITH: We will be going down that track in the closedsion.
Mr McEvoy: | am not mentioning names.
Mr Van Stokkum: It has nothing to do with this.

Mr McEvoy: This valuer lost his licence as a real estatetafgr breaches of trust accounts. The valuer's
board decided that it did not impinge on his repaitaand integrity as a valuer and, therefore, duld not
interfere. Of course he went on to make a lot nrmao@ey out of his valuations. He is up on chardgesat body
did not see any importance in the fact that he distsonest enough to play with his trust accourd eeal estate
agent and thought that he was honest enough tovakeier. He has wreaked havoc.

The CHAIRMAN: Obviously there are issues about the intereatiip between what is an appropriate
character and what is a good character. Therewsmenmous examples of people who have been fountbrim
suitable to hold a licence. For instance, duringyal commission people who have made corrupt jeays
have had adverse findings against them. The queistiwhether that should impact on someone's gldibe a
finance broker or a real estate agent, for whitdval of honesty and trust is required. That imesthing we will
need to look at.

Mr McEvoy: There is a big element of trust in being an atited, sworn, licensed valuer.

The CHAIRMAN: Anything that involves other people's money gndstions a person's honesty and integrity
must be looked at. We will need to examine thethir, but | take the point about that interrelasioip.

Mr Lennon: For all these licences, the various boards amrdhe commercial agents squad at the Police
Department. It investigates a person and putsré@part. That is another reason we feel we can tinespeople
who are licensed. As Peter alluded to, the gerttewho was guilty of stealing from his trust acdosfill has a
licence under one of the other boards.

The CHAIRMAN: We will now move into the private session. Omgmin, | apologise to the people in the
public gallery, but it is important that we do m@ipact upon anything that would cause the proseesitagainst
people who are currently before the courts to begeaed.

Proceedings suspended from 12.21 pm to 12.33 pm

[The Committeetook evidencein camera.]




