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Committee met at 10.10 am

WEIR, Mr RAYMOND,

Member, Finance Brokers Supervisory Board,
Suite 5, 16 Main Strest,

Osbor ne Park, examined:

The CHAIRMAN: You will have signed a document entitled “Infotioa for Witnesses.” Have you read and
understood the document?

Mr Weir: | have.

The CHAIRMAN: The proceedings are being recorded by Hansarcas3ist the committee, Hansard, and for
the record, could you please quote the full tifl@amy document you refer to during the course of tiearing. A
transcript of your evidence will be provided to youremind you that the transcript will become atter for the
public record. If for some reason you wish to makeonfidential statement during today’s proceeslipgu
should request that the evidence be taken in clessdion before speaking about the matter. The dte@em
may, of its own motion, resolve to take evidencel@sed session. The taking of evidence in clessgdion may
be relevant where, for example, the committee betighe evidence may breach term of reference NbDit3
inquiry which states —

The committee in its proceedings avoid interferirithwer 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 Commissio
(e) any prosecution.

Even if evidence is given to the committee in closedsion the evidence will become public when the
committee reports on the item of business to thaslage Council unless the Legislative Council gsaan
ongoing suppression order at the time the commiisieles its report.

If a member asks a question and you believe yaporese should be in closed session, please indicstat the
time. The committee will defer the question untié tend of the public hearing when it will go intosed
session.

Mr Weir: | understand.
The CHAIRMAN: | invite you to make some opening comments.

Mr Weir: | want to deal with and clarify two issues thavé received some media coverage lately and that go
to the heart of my credibility. An article iihe West Australian of Wednesday, 27 September 2000 headed
“Watchdog an ex-bankrupt” attributed some commemtdon Doug Shave.

The CHAIRMAN: If you have spare copies could you give one th@aember of the committee?

Mr Weir: There are a number of documents that | havetedllal will give out copies now. | also have @i
of information that was attached to John Urquhdetter of resignation. Some of the letters maydspiired by
the committee and may have been sought from Mr klgu | will provide copies. | will later refeptthe

closing submission of Richard Hooker, the counsplesenting the Finance Brokers Supervisory Boatea
Gunning inquiry. | suspect the committee already bopies of transcripts of the Gunning inquirywalnt to

table a copy of the closing submission from Mr Herok

I quote from the article of Wednesday, 27 September
Mr Shave said in a statement that he was not atlhatéMr Weir had been bankrupt.
He said he did not have the power to prevent@teicidustry representatives becoming board members.

He would have preferred to have been told abaubtinkruptcy before Mr Weir was nominated as the
industry’s elected representative.

| also want to read the fax that | sent to the bt for Fair Trading, which is dated today.
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Dear Minister,

In the above newspaper report you were quote@yngsthat "you are not aware" that | was a former
bankrupt and that you "would have preferred to hiaeen told about the bankruptcy" before | was
appointed as an industry elected member of thenEm8rokers Supervisory Board in May 1999.

On February 24th 1997 | wrote to you seeking etiorgrom the Act in terms of Section 5 (2). Irath
letter | stated that in February 1992 | declaredelfybankrupt because of financial losses arisiogf

a failed investment in a commercial property durthg height of the economic recession and as a
consequence | voluntarily resigned my position msndustry elected member of the Finance Brokers
Supervisory Board. Ministry records will indicdtavas first elected as a member in 1991. You wrote
to me on May 14th 1997 to advise you had declingé&pplication for exception.

Your failure to recall this correspondence hasughd my credibility into question and | therefoeek
an immediate apology from you and request thatgause such apology to be published in the West
Australian newspaper without delay.

| sent that fax to the minister this morning.

The other matter relates to an article appearinghWest Australian of Saturday, 23 September 2000. It is
headed “Broker row hushed up: ex staffer.” A wgs to this committee referred to comments | made -

Some months later she told then Finance Brokempe&isory Board deputy member Ray Weir of
potential breaches of the Finance Brokers Corteobut he did not want to know the details, shid.sa

"He did say to me because of his position he tidant to hear names ... he didn't want to be
compromised in me telling him things because heldvbave to act further," she said.

Ms Jones said Mr Weir referred her to the ministiyere she offered investigator Gary Wallace
detailed information about unauthorised withdravfiade investors' trust accounts.

I want to explore that allegation further and ekplahy, when a member or deputy member of the bsdke
board receives such a complaint, people are naiueaged to go into detail and why they are refetoethe
ministry. It is a longstanding board policy basedlegal advice given to the board. At my insistent has
been confirmed in writing in more recent times tlapervisory board members are not to have detailed
knowledge of complaints received by the board'scef§. Such officers are the registrar and ingestirs.
Investigators are employees of the ministry buhmézally officers of the board. The reason is thaard
members, and sometimes deputies, will be requoetittin judgment on such matters. If board membbave
detailed knowledge of the complaints or of the pd#eg investigation the legal advice is that theysm
disqualify themselves from sitting at the hearind.is board practice that if a party rings to shgy have a
complaint they should be directed to the regisairaat the registrar can appoint an investigator teriunew the
person and take a statement. After | was appoitdeithe board for the second time, in May 1999,asw
concerned that we would never find out anythingessiwe discerned what was the nature of the contplalf
the committee refers back to the annual reportshefbrokers’ board from earlier years it will sdmtt a
significant number of complaints were received egelr. It may not seem significant in the schernthiogs
as boards go, but, on average, between 35 andrBpl&@ints are made each year. In 1998, 86 complaete
made against brokers. Very few of those were bbbgfore the board for formal inquiry. The annueparts
will indicate that one, two or three of the comptaiwere brought before the board. That indicdtas the
balance of those complaints were either continengn the majority of cases, had been dismissEdey had
been dismissed because either they were outsidaribdiction of the board or the party making ttamplaint
declined to provide sufficient evidence for the tmato be concluded. That has been one of the greblems
against the board ever getting to know what is bapm in the industry. Only those complaints ttestulted in
an inquiry because there was a perceived breatiheofict or code of conduct by the broker came leefoe
board.

Hon NORM KELLY: Was the board unaware of the increasing numbeomplaints?

Mr Weir: The board was aware of an increasing number mptaints. Even prior to my being on the board |
am aware that possibly for the past seven or 1@syaaschedule was included in the agenda for eaandb
meeting which listed the complaint number, the nafihe party making the complaint, the broker ahwabom
the complaint was being made, the date it wasvedeand a brief outline of the complaint - for exden that a
lender complained about a borrower not making @gepayments on time. By seeing that brief deSoripof
what the complaint was about, the board knew thetbmplaint may not necessarily have involvedeadin by
the broker of the Act or the code of conduct. that reason, one would expect that that matter meag¢r come
to the attention of the board.
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When | joined the board, | felt it needed to sees¢h complaint letters because they may have given a
background about why the complaint came abouis thue that a broker is not necessarily respoadiecause,
18 months after a loan was arranged, the borroe&sed to pay interest to the lender, or the bomrdaied to
repay the principal on the due date. In lookinthase complaints, a board member, and particuéarlindustry
representative on the board, may see a pattemeasan - for the complaints. If there was a paftdre matters
could have been taken to the industry via the dsoes. The board could have advised those asgnsahat
complaints had come to the board that did not vev@ breach by the broker of the Act or code ofdcmh
Those complaints would not result in any hearingdisciplinary matters but would indicate that a pice
appeared to be unsound and should have been edctifi wrote to the registrar and said that in filtere |
wanted to see copies of all complaints that came liralso wanted access to any complaints that besh
dismissed or found to be outside the jurisdictibthe board in the past that did not result in arguiry before
the board. Although those complaints had beenid#ad, they may have revealed a pattern in thestngthat
needed to be looked at.

The CHAIRMAN: When was this?

Mr Weir: | will refer the committee to one of the docungehhave provided. It refers to the legal advivat t
came back concerning my memorandum. It may mertiiendate of my memorandum, which | have not
brought with me.

Hon NORM KELLY: Is it from Elizabeth Needham?

Mr Weir: Yes. Itis not along memo, but it is cruciathe issue of complaints and why board members were
not given access to them or given detailed infoionadbout them. Even if the complaints were disedsshe
board was not to have any knowledge of them.

The memorandum is from Elizabeth Needham, the AcBngcipal Legal Officer at the Ministry of Fair
Trading, to Gerry Milford, the Registrar of the Fita Brokers Supervisory Board. The subject wasitfie to
information, and it is dated 29 February 2000. fr®no states -

Recommendation:
That the complaints etc not be provided to the Board except in the formal inquiry process.
Introduction
Further to your memorandum dated 8 February 2000 -
That is the memorandum from Gerry Milford referriogmy facsimile of 4 February -

- and our recent discussions | am instructed tpamd to Mr Weir's request for all details regarding
complaints to be provided to the board at its meeti

There are several problems that such a requestause
Towhom the complaint ismade.
| am instructed that complaints concerning finalmickers may come from a number of sources.

Complaints from the public or other bodies may tdrassed to either the Ministry of Fair Trading or
the Board. Those provided to the Ministry are ceddny theConsumer Affairs Act until such time as
the Fair Trading Officer decides to take actionamitheFinance Brokers Control Act, usually by way
of Application for Inquiry. Thus the information gotected by other legislation prior to this demis
being made.

Complaints to the Board will be dealt with below.

The Board may also initiate inquiries or investigasi of its own motion (see section 13 of the Act).
However, the Board member that raises the concest,mafter raising the issue (ie the person to be
investigated and the general nature of the breaatplained of without reference to specific details)
withdraw from any consideration of the matter (itthg deciding upon the Application or any
resulting Inquiry).

In other words, if a broker becomes aware of angildel information, he must then be excluded framy a
subsequent formal inquiries. To continue -

Breaching the Rule against bias

The old saying that “justice must not only be donerbust also be seen to be done' applies to this an
the next concern | will raise if Mr Weir's requésimet.



Finance Broking Industry in WA 29 September 200@age 4

The Board as a disciplinary tribunal must not béhlbsecutor and judge. This means that the Board
must not be involved in the obtaining of evidencdahe guiding or direction of any investigationo T
do so would involve it in the merits of the caseiakhis prohibited (sedrk v Optical Board of
Registration; ex parte Qurban [1933] SASR 1 andVard v Bradford Corporation (1971) 70 (Knight's)
LGR 27).

Nor can the Board be sembe biased by it obtaining information about $fiecases.
Breach of natural justice.

Often referred to as procedural fairness ruleequires that a person who is alleged to have beitty g
of misconduct be given an opportunity to answes¢hallegations in full and hear or know of pregisel
all that is placed before the disciplinary tribuaat be given the opportunity to respond.

If the cases and materials related to those casqamuabefore the Board prior to any inquiry hegriine
Board may be said to have prejudged the resporasehtot given them a fair opportunity to respond.

Potentially the same could be said for detailedmspof matters that do not result in an applarafor
an inquiry. The details of such matters may be &aithfairly prejudice a respondent who subsequentl
comes before the Board on other unrelated matters.

Even if the other 98 per cent of complaints are dised, board members were not to see those eidtaube
that may have given them a bias which may interfiégtle some later inquiry on an unrelated mattere femo
continues -

Conclusion

It is understandable that the Board wishes to enthat all is being done to protect the publicleit
reporting can be done without breaching any ofabeve rules by all reporting remaining free of the
specific details and/or merits of the case.

However, breaches of procedural fairness and tleeagainst bias would result in an error of lawt tha
rendered any later decision by the Board void ®ielge v Baldwin [1964] AC 40 andKioa v West
(1985) 159 CLR 550). This would leave the Board ofgepublic criticism, appeal and subsequent
costs on those appeals.

| therefore recommend that the information requkebieMr Weir not be supplied to the Board.
If you have nay further questions please do natdteso contact me.

It is signed by Elizabeth Needham, Acting Principafal Officer. | will refer back to the matter befothe
committee last Friday. Julie Jones stated thatcsimtacted me because | was the correspondenaeiruto
finance broking practice at one and two coursd@esth TAFE. She thought that | might have some kadge
to advise her about what to do. She rang me apessed some concerns about some things that siessed
when she was an employee of Blackburne and Dixpmh et

The CHAIRMAN: When were you on the board, what was your pasiind what were the approximate
dates?

Mr Weir: | commenced in finance broking in February 198dompleted the certificate in finance broking
course -

The CHAIRMAN: Just your time on the board will do.

Mr Weir: | am leading up to that. | obtained a licenceMarch or April 1986. Two months later | was
appointed a deputy member of the board becausalihcasual vacancy. | became a deputy memb&8é 1
and served in that capacity until 1990. In 1990991, | was appointed as an industry represeetati\the
Finance Brokers Supervisory Board. | served asaacomember, attending all of the meetings in 198t |
declared myself bankrupt for the reasons previosisited, in February 1992.

Mr Weir: At that time, | advised the board that | did ma@nt to continue as a member of the board while
having that status. | also met with Allen Tengke head of Ministry of Fair Trading at the time, 8ab Rossi,
the registrar, at Parvail House at 251 Hay Strest Barth. | advised the head of the Ministry of Faading
and the registrar that | was stepping down fromhibard because of my bankruptcy. That cut shorperod

as a full board member. | then served my three-t&ran as a bankrupt, which concluded in Febru&$51
Two months later, another election was held for menslof the Finance Brokers Supervisory Board. liebed

| still had a contribution to make to the industbgcause of my experience. | stood for electiom &®ard
member, but was defeated. However, there had heemominations for the position of deputies, sodsw
nominated for a deputy position in 1995 and wasoagped in July 1995. As the second deputy elected,
became deputy for the second elected member, Mr Bell. | served as a deputy until Mr Bell’s teaxpired
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in March 1999. | then stood again for electiothte board. On that occasion, | was the first elechember. |
have been a member since.

Hon G.T. GIFFARD: Did you attend meetings between 1995 and 1999?

Mr Weir: No, | never deputised for John Bell. He attendkdneetings, and | never had the opportunity to
attend. After being appointed a deputy in 199%ahted to be on standby to fill in for my membehd was
unable to attend. | wrote to the registrar and #aét | would like to receive copies of the agendad minutes
of the previous monthly meetings so that | couldas abreast of what the board was doing and ltsies, and
could stand in if need be. That request was demnethe ground that a deputy member has no statilssuch
time as he is officiating as a member. | was @dusopies of agendas, minutes and another mattérsand
meetings. | was deprived of the opportunity to aemapprised of the board’s work when | was deputy.
thought that was wrong, and | still do.

Hon G.T. GIFFARD: You have taken us through the advice from Elizabtedham. Is it fair to say that the
process was one of the first issues that you raisexiboard member?

Mr Weir: Yes. That memorandum was not written until Felyruand | attended my first meeting on 12 May.
I would have verbally raised that with the chairmthin the first one or two meetings.

Hon G.T. GIFFARD: You have also indicated that in other parts afrygorrespondence. In a letter to Doug
Shave dated 7 November, you point out that the (Bgninquiry noted that you had vigorously pursudoktef
that board members should take an active roledrcéimplaint and investigation process.

Mr Weir: That was also reported on two or three pageseiGimning report.

Hon G.T. GIFFARD: Was that your view when you became an industrynbeg? Upon your arrival at the
board, did you have a view that was contrary toaithdce Ms Needham gave?

Mr Weir: Several months later. Yes.
Hon G.T. GIFFARD: Had that always been your view?

Mr Weir: No, not prior to that, because | had not beetherboard and was not aware that these matters were
not being looked at by board members.

The CHAIRMAN: Do you believe the board members should have aeene of those detailed complaints?
Mr Weir: Absolutely.

Hon G.T. GIFFARD: | am trying to get this clear in my mind. Wheouyreferred to the article ifhe West
Australian of 23 September, your explanation was in line whih advice from Ms Needham.

Mr Weir: Correct.

Hon G.T. GIFFARD: That was written in 2000, and you said that ydfeddd from that view anyway; in any
event, you were a deputy member, not a board member

Mr Welir: | will go over that.

Hon G.T. GIFFARD: Can you clarify that for me? That was your exptam, but it does not seem to gel with
the fact that you did not have the view anyway.

Mr Weir: | was aware that board members were not to baviaed in the process. | did not think it was right
It was about April 1997 when Julie Jones rang ntesaid she had a matter of concern and wantedlieased.

| told her that | was a deputy member of the baard could not be of much use to her. 1 told heiake the
complaint to the registrar so that it could be prtpdealt with. | told her that a board membeiulgonot want
to hear the details of the evidence because thaldyweclude them from being able to sit in on aapsequent
inquiry.

Hon G.T. GIFFARD: How were you aware of that in 19977
Mr Weir: | had been a board member in 1991.
Hon G.T. GIFFARD: Was that the advice you were given then?

Mr Weir: Yes. | raised the matter with the chairman, Jonquhart, shortly after becoming a board member
last year. Things were starting to surface therfaiot, problems had started to surface in 1998old Mr
Urquhart that we needed to find out what was goimg

The CHAIRMAN: When in 1998?
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Mr Weir: Only when articles started appearing in the neywsp about Grubb Finance, Global Finance and
those types of matters. | became aware when itan@gyht into the public arena. | was not on tbard before
May 1999, so | could rely only what | read in thedia.

The CHAIRMAN: Were you aware of any problems in the industfpigethey were reported in the media?

Mr Weir: No. | would hear that someone was in arrearmtarest on a mortgage, but that would not mean
that the broker was at fault. | would hear things, it did not necessarily mean someone was adtegally. |
was told by the chairman shortly after joining board that | should know the rules.

Mr Urquhart observed the law fairly stringently.bécame increasingly concerned that it would nexak. If
board members did not understand the nature obttier complaints - particularly those that wereriésed -
they would not know if there was a general trenthmindustry, even if it did not involve illegattivities. We
could not fix it.

The CHAIRMAN: Did you see the board as a supervisory boar@rdtian a disciplinary tribunal?

Mr Weir: Looking back now, the system would have workedeéft the disciplinary and investigatory process
had been separated from the board, which the beamimmended to the Gunning inquiry. In that wayard
members, particularly industry representativesjdc@ee what was giving rise to the complaints, efe¢hey
were dismissed. They could see whether there vit@nd and find ways to do something about it. roter that
memorandum in February because | did not acceptdhgal assurances from the chairman that we cootd
hear those matters. | wanted to see it in writitighad never been put to me in writing. | wantedorce that
issue. | wrote the memorandum because | did not tWeeaccept what other people were telling me aigrb

Hon G.T. GIFFARD: When Julie Jones raised the issue with you, weueclear that you could not step over
that line?

Mr Weir: She said in her evidence that | told her notive ghe any details because it might compromisefme i
| were required to sit in judgment of that mattermadeputy.

The CHAIRMAN: Will you outline when Julie Jones contacted yoearly 19977?

Mr Weir: It was really a matter of her expressing whatex@rcerns she had about her former employer,
Blackburne and Dixon. The board’'s experience & tmany people made complaints but never followed
through with them, although | did not know thatla time. People can make complaints, but they follew
them through and do something about it. They madte a statement and provide evidence and nohawvst a
grizzle. It is similar to a person not being hampyth a lawyer’s bill and grizzling to the lawyétsoard about

it. It is being mischievous. | told her that ieshad a complaint, and it sounded as though ghéhalie
complaint, she should take it to the registrar, wioalld appoint an investigator. It would be invgated and if
there had a been a breach of the ethical codenafum, it would go before the board as an inquifperefore, |
could not hear any more detail about it, becauseére deputising for a member | would have tousecmyself
from sitting in judgment of the issue.

The CHAIRMAN: What are your recollections of your conversatigtihh Julie Jones? What did she tell you?

Mr Weir: | honestly do not recall what she said, othenttheat she believed there had been some breaches of
the Act.

The CHAIRMAN: Do you remember her outlining the nature of theglaint?

Mr Weir: | can only say, having read in the newspapeeth@ence she gave to this committee last week, that
it related to a misappropriation of funds from astraccount. | am trying to recollect if | lateskad John Bell,

the person for whom | was a deputy on the boardnyf matters regarding Blackburne and Dixon hadectom
the board’s attention. | believe | asked him tpagstion in his office and he said that a matter ¢d@me before
the board, it had been investigated, gone to igcanid a fine had been levied. | did not know wthat related

to. No details were given and none were soughdrelv a connection between that and the earlieph&ne
conversation | had with Julie Jones.

The CHAIRMAN: That fine was levied in January 1997.

Mr Welir: Is that when the fine was levied?

The CHAIRMAN: Yes, and it was for a completely separate matter.

Mr Weir: The matter John Bell mentioned to me obviouslg@ded the Julie Jones matter.
The CHAIRMAN: That is right, by at least two or three months.

Mr Weir: They were not related.



Finance Broking Industry in WA 29 September 200@age 7

The CHAIRMAN: Julie Jones indicated to the committee that sth@at mention the name of the company to
you, but she believed that you would have knowrctiiti was because you knew where she had beenngorki

Mr Weir: That | should have known which one she was refgro, of the couple of hundred borrowers or
lenders that Blackburne and Dixon had?

The CHAIRMAN: No, she said that she did not mention the namth@fcompany about which she had
concerns, but she thought that you would have knibiwecause of who she had worked for.

Mr Weir: No, | think she specifically said it was Blackbarand Dixon, her former employer. | am certai@ sh
mentioned Blackburne and Dixon. She also mentiavieete she was working at the time.

The CHAIRMAN: Do you recall her mentioning issues of money gaiwerseas?
Mr Weir: No.
The CHAIRMAN: You told us that you contacted Mr Bell aboutlitid it cause you alarm?

Mr Weir: No, | did not contact Mr Bell about it. | was lis office on other business and asked in passing
whether Blackburne and Dixon had come to the atterdf the board. He said it had, and that thetendtad
been dealt with. | thought no more about the matte

The CHAIRMAN: | realise it is hard to remember the specificavbét she outlined. Did it cause you concern
or alarm at the time?

Mr Weir: | probably received two complaints against a bradach year. Often not much detail is presented.
do not become alarmed but tell the person they hageod point, there may have been a breach other
code of conduct, and they should take it to théstey.

The CHAIRMAN: You strike me as someone who would like to deférel industry and maintain high
standards within it. Were those two complaintsheazar from lenders?

Mr Weir: The majority of them would have been from borrsveomplaining about what they had been
charged, such as paying an up-front fee and nthget loan or a refund.

The CHAIRMAN: | suggest that is different from someone who been working in a finance broking office
coming to you and saying that she had grave coacabout improper use of trust funds and money being
misappropriated and sent overseas. That is assariguite serious complaints. | take it from yoodding that
you agree. Do you accept that such a person cotaiggu with complaints is different from someorgiag
they were ripped off by the amount charged by ihanfce broker.

Mr Weir: | agree with what you are saying. That is prdpathy | asked Mr Bell about it some time later. |
wanted to find out if the matter regarding Blackimiand Dixon had been brought before the boar@dafst
had been followed through.

Hon RAY HALLIGAN: Did you know Miss Jones before the telephone?call

Mr Weir: | did not know of her as such, but | marked hapgrs when she did the finance broking practice 1
and 2 through TAFE by correspondence. She was b8é people whose papers | marked on a fortnighitly
monthly basis. Other than that, | had never méteard or her. | did not know her.

Hon RAY HALLIGAN: Having received information of that nature, winati would normally advise a caller?

Mr Weir: | would tell such a person that she must takectitaplaint to the registrar. | would also point ou
that she would be expected to put the complaimtriting, to provide any supporting documentary evide and
perhaps to sign a statutory declaration beforértteemation would entered in evidence at an inquiry

Hon RAY HALLIGAN: Did you make a general inquiry of John Bell abatnether something had come
forward, without mentioning any of the specificeyided by Ms Jones on the telephone?

Mr Weir: That is correct.

Hon RAY HALLIGAN: You have just agreed with the chairman that teye most serious issues, but you
made only a general inquiry. Is there any reasothfat?

Mr Weir: Yes. Mr Bell's answer that the matter had besaitdvith satisfied me to make a connection between
the two. From what has been said this morningt toanection between the matter before the boadd an
Blackburne and Dixon predated Julie Jones's allagatt is not something | have connected untivho

Hon RAY HALLIGAN: If this were so serious - it appears certainghiwere mentioned - surely it would take
a little time to inquire into it?
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Mr Weir: Absolutely. | had no idea at that time how lah¢pok the ministry to investigate matters, but |
assumed it would give it some priority.

The CHAIRMAN: Can you recollect when you spoke to Mr Bell?
Mr Weir: No.
The CHAIRMAN: Would it have been within a month of the telephoonversation?

Mr Welir: It would have been longer than that. It may hae&en many months later, but it was not immediately
thereafter. | do not think it was 18 months or tyears later.

The CHAIRMAN: Did you make any inquiries of the ministry abd® You referred Ms Jones to the
ministry.

Mr Weir: No, | did not. Members should bear in mind thdien complaints are made, we do not know
whether they have any substance. There may harediber evidence to disprove the claim; thathis,liroker
may have done certain things, but with the authafithe client and without the knowledge of thtker person.
We do not know the evidence, so we cannot prejitdgehe allegation may have been dealt with.

| sent a fax to the registrar on Monday asking Weefulie Jones made a complaint as she allegefrlday. It
appears that if she had, it was dealt with by Gidallace. | asked how it had been dealt with andtwias the
outcome. Despite following up again yesterday #misl morning, | have still not received any replgrh the
ministry. | understand that Mr Wallace gave evigeio the committee that he does not remember @anyaf
investigation into that complaint.

The CHAIRMAN: There is certainly the commencement of an ingattn.

Mr Weir: As | understand it, this committee has subpoersledomplaint files going back for a long time.
Has the committee been able to locate a copy ttthvaplaint?

The CHAIRMAN: How do you understand that?

Mr Weir: | am a member of the Finance Brokers SuperviBagrd, and the letter to the board advising what
the committee is doing and providing the terms eference also demanded that the board provideircerta
documentation. That letter was tabled at a boareting so | am aware that the committee has sulgsoen
those documents.

Hon G.T. GIFFARD: Was there a subpoena?

Mr Weir: That is my terminology; it was a demand thatcalinplaint files be forwarded to this committee. |
would like to know from one source or another tiiécome of that complaint and any investigation ethier it
resulted in the complaint being dismissed or prdedewith. | do not know and | want to know. | kawt been
able to get that information from the ministry.

The CHAIRMAN: Why do you think it is important to know?
Mr Weir: The newspaper article contained an incorrect cafibn. It reported Ms Jones as saying -
. he didn’t want to be compromised in me megjlhim things because he would have to act further

That suggests to the reader that | did not wanhtwksomething because if | did | might have to dmething
about it. That is not correct. The fact is thatigilm have had to act further in my capacity as antver of the
board sitting in judgment in an inquiry about thattar and | did not want to be compromised by Ingaany
detail prior to a hearing. That inference cannotifaevn from this article. It is defamatory.

Hon RAY HALLIGAN: I would like to clarify a few things in that are&ou mention that it was board policy
that was later confirmed in writing.

Mr Weir: Yes.

Hon RAY HALLIGAN: | am referring to the timing. We are now talkisigout your making those statements
in 1997. You have provided the committee with pycof a memorandum from Elizabeth Needham to Gerry
Milford in which mention is made of a memorandupresumably from Milford to Needham - and a facsémil
from you. Have you provided the committee with iespof your facsimile and do you have a copy ot tha
memorandum?

Mr Weir: | would have a copy on my computer, even if Idnrouble locating a hard copy.

Hon RAY HALLIGAN: It would help me to understand the total picturéhe memorandum you have
provided is dated 29 February 2000. Is this trs &ionfirmation in writing of this board policy?
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Mr Weir: That was the only confirmation of the board palicy

Did the chairman refer earlier to the copy of thesimile | sent to Mr Shave asking for copies ahptaints?
The CHAIRMAN: Hon Graham Giffard may have referred to it.

Hon G.T. GIFFARD: | referred to the original submission dated -

Hon NORM KELLY: It was dated 20 July.

Hon G.T. GIFFARD: Then | was referring to the 11 September letteMt Shave. Is that the facsimile in
question?

Mr Weir: | cannot recall the content of that.

Hon G.T. GIFFARD: | was asking about what you would do if someoas Ms Jones said she did - contacted
you with a complaint and how you would deal witkatth That was the context in which | referred to $ave
letter, which is in a bundle of documents attacteegbur submission.

Mr Welir: | will find the memorandum dated 4 February amuljule a copy.
Hon G.T. GIFFARD: The response from Needham is attached.

Mr Weir: | will make two other comments as an openingestant. | will then be happy to address other
issues and to answer questions.

A number of incorrect statements have been madmsamnally in Parliament, by the minister, the Hegpthe
opposition spokesperson and the Leader of the Ogpusand reported in the media. When | have dhen
reports or have been made aware of them and | khatvthe statements are incorrect, | have writtethée
newspaper concerned and brought the truth totéstadn. | have also sent copies of that corredpooe to the
parties making the incorrect statements. On omasicn, the opposition spokesperson said in Pahartinat
there were 450 brokers in the industry and that there all scumbags. TH&overnment Gazette published on

1 December 1999 stated that at that time there W66 business certificate holders. There may be 450
licensees, but more than one may be attached tobusiess certificate, or some of them may be Iyotal
inactive. The actual number of business certifitateers is 166.

Other people have said that dozens of brokersnavied in this scandal. The Gunning report ackeoyed
that 20 brokers were involved in pooling and manggirivate mortgages; the rest of them are involved
dealing with banks and other credit providers ythave no involvement in the private mortgage ingusThe
Gunning report further acknowledged that 10 to 26kérs within that small group dealing with private
mortgages were identified as having problem loa@§course, some of those have already ceaseddsssiare
facing fraud charges and so on. Therefore, tolpstih context, as at December last year, therewaly 166
business certificate holders, and only 20 of thayggear to have been involved in the private moedagsiness.
So far, to my knowledge, only eight or nine haverbédentified as being directly involved in the dirce
broking scandal. | want it understood that 15kbre have never been involved in this. That is @0gent of
the industry, who have been maligned in Parliaraexdtreferred to as scumbags when they have bemmgarg
loans through banks and other credit providersaatidg in what | regard as a very professional mann

It has been stated publicly that, between theme@eaGrubb and Global Finance Group Pty Ltd had $60m
under management.

The CHAIRMAN: It was about $60m each.

Mr Weir: That is correct. Kim Clifton has publicly statdtht he was managing about $120m to $150m;
people from Countrywide Credit have stated thatas managing $30m; and Blackburne and Dixon mag hav
been managing $60m. Given that they are someedbitiger and smaller players, it appears that ape0@m is
being managed in private mortgages. The averagatprmortgage runs for no more than two or threery,
they are only one, two or three-year loans in thet place. That means that this pool of $500m ortgages
was turning over every two years - that is $1b yweno years. Over 10 years, that is $5b beingetdrover in
the private mortgage market, if the market remairthat level. If we are now talking about Grubbihg $22m

as reported in the newspaper and a similar amainglrollectively lost by other brokers who did fate the
same problems of defalcation as Grubb faced, ek could be anywhere between $30m and $50m. isThat
between $30m and $50m over 10 years when $5brisdusver and lent in private mortgages. | wargubthat

in context, because a media outlet is dreaminggyds and throwing them around and alleging thatter 30
brokers are yet to be named. That cannot be suiadéh It has also said that 7 000 investors Haweds at
risk and that $200m could be lost. | have asked@bstantiation from that party but | have nokereed it. It
cannot be substantiated.

The CHAIRMAN: As an industry board member, what do you thirkltsses will be?
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Mr Weir: Between $30m and $50m. That is based on gensoall&dge -

The CHAIRMAN: This committee has already heard evidence fraanstipervisors and liquidators of both
Grubb and Global Finance that their combined es@ithibbsses alone will be close to $40m.

Mr Weir: My figure may be conservative. Time will tell.

Hon G.T. GIFFARD: That is the point. | appreciate your effortsagsist the committee. However, members
will be looking at the best and most reliable enickewe can get. Your estimate is a conservatinadi

Mr Weir: It will probably take one or two years to tellcaese that is how long it takes to wind up faulty
property transactions.

The CHAIRMAN: Obviously some brokers are not involved in poomdrtgages. As a member of the
industry and someone who is active in the industho do you believe are the problem brokers ahtbment?

Mr Welir: | believe they have all already been identifiedhe Gunning inquiry.

The CHAIRMAN: Are you referring to the list you went throughles?

Mr Weir: | have not gone through a list yet.

The CHAIRMAN: You listed a number of companies that you surdhigeterms of losses -

Mr Weir: | identified some companies in terms of turnowvert, in terms of being part of the scandal. Thesone
that are part of the scandal have already beeifigeht Two of them - Grubb and Global - have bekted into
liquidation with a supervisor appointed by the lsbaBlackburne and Dixon has not surrendered ¢enkie at
this stage, but it has given an indication to thestfalian Securities and Investments Commissiorigtwas you
know has now taken over control of the pooled pevaortgage market. Blackburne and Dixon has gamen
undertaking to ASIC not to trade, even though iires a current business certificate. First Cndfirance
retains a current business certificate, but | ustded it may be surrendering that after changieghime of the
company. | do not know the status of Gamel WaydLRd. Peter Fermanis retains a licence at pregenthe
findings of an inquiry into a matter relating tarhiwill be available within a week or two. MFA Fimeze, of
which Ross Fisher, a member of the board until Ddxe, was a director, along with Russell Hawking Ken
Court, is the other company that has surrenderethusiness certificate. They are the ones thatlaggly
involved. Some other brokers, who are generallifegqeputable and cannot be regarded as part cfdhedal,
unfortunately have loans on which interest haeffaihto arrears, or have loans that have not beygmid on the
due date. They are getting some notoriety about bl they are not involved in any crisis, nor tirey part of
the scandal.

Another area of concern is that a formal inquiry thg board was scheduled for today, as the re$udino
investigation into a broker. That matter had talbterred, because the board could not raise a quUOAE per
my original submission to this inquiry, the Ministof Fair Trading has refused to act on the boasdgggestion
to replace retired or resigned board members. iBodéite the ministry has still done nothing abqpanting
replacements for Ross Fisher and the two deputieshave resigned. That matter is now outstandingessix
months, and | suspect it has not been addressedideof political interference resulting from than@ing
inquiry. In other words, either the Ministry ofiFarading or the minister is interfering with areittion of the
board. We have been unable to appoint replacerfanioss Fisher, and my deputy. | was unabldteme the
hearing that was due to start on Wednesday andumstoday - two days were set aside. The two goment
appointed board members were able to attend. @Adthane of them, Evelyn Broadley, is in Sydney &t th
moment, her deputy, Brian King, would have attenmheler stead. | do not have a deputy, despitengdbr
one for months, and because | could not attend edn&sday, that hearing had to be aborted. Thainhear
involved a serious issue concerning a broker irewiwn the scandal.

Hon G.T. GIFFARD: How can you justify your claim of political inference?

Mr Waeir: | have already given you a copy of a memo da&duly, to Patrick Walker, | believe, complaining
that nothing had been done about the board’'s redaesmew members to be appointed to avoid the ok
failing to reach a quorum. Mr Walker subsequemitpte back to me to the effect that the matter heisg
referred to some department that apparently isoresple for complying with the election regulatioasd
preparing the notice in thBovernment Gazette so that nominations can be called for industryesentatives
and deputies. | have received a letter, whichll table, from Patrick Walker dated 21 Septembed@(n
response to a further more recent memo of minee |&tter states -

Thank you for your fax dated 20 September 2000 diggrthe appointment of a deputy in respect of
your position on the Finance Brokers Supervisorgréo

| had foreshadowed in my memo that inquiries migitdeferred if they did not appoint a deputy qusohart,
and | referred back to my initial request to thatoloin March. The letter continues -
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This issue will be referred to the newly appointdthiman of the Finance Brokers Supervisory Board,
Mr Peter Jooste, for his early consideration.

That, to me, implies that nothing has been done. riinéster made a public announcement a week oragm
that he intended to replace one of the industryresgmtative positions on the board with a consumer
representative, which would require amendmenteddhislation. All | can surmise is that because minister
already had the idea in his mind that there woel@hly one industry representative on the boafdture rather
than two, he might have influenced the -

Hon RAY HALLIGAN: Excuse me, Mr Weir. | appreciate all this suings but this has nothing to do with
our terms of reference. | have questions | wisasioyou.

Hon G.T. GIFFARD: | have asked the question, and he is answeringdib not prevent your lines of inquiry.

The CHAIRMAN: Order, members. | believe this matter is reldtetthe terms of reference of this inquiry, but
| ask you to keep your comments brief.

Mr Weir: | do not wish to add anything further to thathestthan to express the hope that once Mr Jooste
returns from overseas, we will not run the riska¥ing to abort any more inquiries.

Hon G.T. GIFFARD: Do you have any experience of board members brejplgced previous to this? Do you
know how long it normally takes?

Mr Weir: | was first appointed to a casual vacancy agpatgenember in 1986. That was done so quickly that
| do not recall if it was ever gazetted or publshie the newspaper, and | do not recall any noranatbeing
called. It is quite likely that my appointment asleputy in 1986 was unconstitutional. | do ndielbe the
normal practices were followed, because | was @&aviine month and | was there the next month.

Hon G.T. GIFFARD: Do you have any other experience apart from tif@a you tell us how long it normally
takes?

Mr Weir: When | resigned as a member in 1992, | had atgdepho immediately took over from me. So long
as deputies are appointed, if a member cannotdaiteis not difficult to replace him. However, lif as a
member, do not have a deputy, and | cannot atteddhat means there is no quorum, there is a majdriem.

The CHAIRMAN: | repeat the question asked by Hon Graham Gifféce you aware of any circumstances,
at any time, when a new member has been appoemediow long that took?

Mr Weir: | do not believe a new member has ever been afgobin the term of the board. All it requires is
that a notice be published in tl®vernment Gazette and the newspaper. | even offered to draft itetiyand
have my association pay the cost of having it gtigld in the newspaper, if the ministry had nottitne or the
inclination to do it, but that offer was not takeo.

Hon NORM KELLY: Has your association been active in putting fodvaames of industry representatives
for the board?

Mr Weir: No. Nominations are called, and only one finabceker is required to make a nomination.
Candidates do not need to be sponsored or supfdmyrted association.

The CHAIRMAN: As an industry representative, does it concernthat the board cannot get on and rid the
industry of people who you believe should not b#4nls that the reason you need to have a board?

Mr Weir: That has happened by default now anyway, becguseannot continue in that part of the industry
unless you have an ASIC licence.

The CHAIRMAN: | understand ASIC licences only apply to amowver $5m and 20 or more investors.

Mr Weir: It was $5m, but it has been increased to $7.5rR@ninvestors. If you fall under that categohgre
must be a small scheme supervisor, and ASIC hagppatinted a small scheme supervisor in Westertraliss

The CHAIRMAN: If you fall below that category?

Mr Weir: If you fall below that category, you can operatithout observing all of the ASIC requirements.
You must still have prospectuses. You are notlyoexempt from ASIC; you simply fit into a smaltlseme
category, for which there must be a small scherpersisor. However, there is no such supervisogldmugh
there is a category, you cannot actually do it. atMfou can do is arrange private mortgages, so dsngpu do
not pool the money or manage it, or provide anyises whatsoever to lenders. Once you start tofact
lenders or investors and manage their funds, yoy med an ASIC licence. If you simply facilitatdcan
between a borrower and a single private lenderdandot manage it or provide any advice or assistandhe
lender, you are not regulated by ASIC, but youstiteregulated by the state legislation.



Finance Broking Industry in WA 29 September 200@age 12

The CHAIRMAN: You listed a number of the companies, and youtimeed that they had not surrendered
their licence. Has the board, while you have baanember, ever considered whether any other compani
might require a supervisor to be put into them?

Mr Weir: A couple of months ago, a fax was sent in respoos telephone query from Phil Pendal, | believe,
who has a relative with funds at risk, or at leastler management, at Blackburne and Dixon, whidah ha
publicly announced that it was closing its doord an longer managing any of the loans that it hadipusly
been managing. Mr Pendal asked who would now nettegloan, as the group of twelve investors waaltl
know what to do. | at that stage wrote to the stéri and sent a copy to the chairman of the bdahihk, and
suggested that a supervisor be appointed to Blaokband Dixon.

The CHAIRMAN: What was the response?

Mr Weir: | have not had a response. They may be drawingorzbfrom the fact that Blackburne and Dixon
has given an undertaking to ASIC not to contintibe board cannot forcibly do anything until an iimgiwomes
before it.

The CHAIRMAN: Was there an inquiry for Grubb or Global befooe wppointed supervisors?

Mr Weir: Lawfully, an inquiry would have been necessarytf@ board to appoint a supervisor. | cannot
recall, because this probably happened about it ltijoined the board in the middle of last yeathink the
supervisor was appointed in the month | begamgittvlay 1999.

The CHAIRMAN: | cannot remember the exact date, but the appeimt of the supervisor did not occur until
later in the year, so you would already have beethe board.

Mr Weir: The decision to appoint a supervisor was made mamyths earlier. The problem in getting the
supervisor in there to do the job was that the dbdad to go through the procedure of calling fordess,
because public money was being spent, and yolwcgumstot go out and appoint a supervisor the next dde
formal contract that had to be entered into betwberboard and the supervisor had to be prepaned, laelieve
the ministry’s legal officer took some time to paep that. It would have been three to five morattier the
board had made the decision to appoint the sumerthsat the supervisor would have been able tmgmi take
over - due process, | guess you would call it.

The CHAIRMAN: When did Mr Pendal contact you?

Mr Weir: Earlier this year. | would need to find the mehsubsequently wrote, either to the chairman with a
copy to the minister, or to the minister with a gap the chairman, suggesting that a supervis@appointed to
Blackburne and Dixon, so that its clients, who waootherwise be left in the lurch, would have songeetmntake
care of their loans.

The CHAIRMAN: But your view is that you would need to haveraguiry in order to appoint a supervisor?

Mr Weir: Yes. A number of investigations are reportedtite board each month. These are current
investigations, without detail, into a number oftraes. Some of those investigations were concludelast
year and early this year - January and Februatye Hebruary meeting involved people like Blackbuane
Dixon. | will not speculate on the others. | wibuleed to look at the agenda for that meeting. Médre
investigation is concluded, it goes to the legdicef, who must confirm that there has been a lrediche Act

or the code of conduct before he or she can makapplication for inquiry and give it to the boardhose
matters are still outstanding in many cases. Thenewo be tabled at the March board meeting, and/mave

still not yet been tabled with the board for inquirThis involves brokers involved in the scand@he board
cannot hear the detail, hold an inquiry or makeeaigion in respect of those brokers, because thal le
department has not got its act together, and Wahnike there were no legal officers.

The CHAIRMAN: Is that still the case?

Mr Weir: Yes. Two matters have been brought before thedbma@ently - Peter Fermanis, and First Charter
Finance, which is the one | just mentioned. It wesant to be heard this week but it has been @efeprobably
for a couple of weeks until a convenient date fbthee parties. Another two matters are beforelibard right
now to be signed off, which will come before ourxheneeting. An equal number, if not more, arel stil
outstanding from March, and have not come to us kahderstand that, due to inadequate legal ressun the
Ministry of Fair Trading, some of those files hav@wnbeen outsourced for a legal opinion to be giabaut
whether there is a case to answer, and for thdcagiph for the inquiry to be done. Those casesHhasen
outstanding since March, and at least half of taeencomplaints about serious breaches.

The CHAIRMAN: Can you outline briefly what Mr Pendal’s concewere?

Mr Waeir: | think he said that either a friend or a relatof his had money invested in a loan with Blackleur
and Dixon that was pooled and managed. BlackbanmeDixon had closed their doors and the party o
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was speaking for asked who would manage his maegtgagd what could be done. | said - | do not know
whether | said it to him or whether | thought abibdidter - that the only thing that could be ddaéelp would

be to appoint a supervisor. That is when | wrotéheominister and the chairman to suggest thatgparithey
should consider appointing a supervisor.

The CHAIRMAN: You did not suggest to him that he should corttaeiministry?
Mr Weir: | may have done so. He may have already bewuah with the ministry. | do not recall.

The CHAIRMAN: If there was a need for an inquiry, does not thiatussion fly in the face of the legal
opinion from Elizabeth Needham?

Mr Weir: No, because it did not relate to a complaint framinvestor or a borrower. It was someone
observing that there was a problem - it did nonhestgggest that anything wrong had been done.

The CHAIRMAN: You just said that we need to have an inquimesblve it.

Mr Weir: Yes, you would need an inquiry. To take that erdtirther, for example, the chairman of the board
would have had to direct that. For example, iriggiinto Blackburne and Dixon were outstandinghat time
anyway - | knew that. If those inquiries couldlreught to fruition - and we still have not hadiaquiry for
Blackburne and Dixon - it could be brought for inguo the board. It is pending legal advice.faot, last year
the board appointed Dr Diana Newman to carry apexial audit of Blackburne and Dixon on 25 randibes.
That took place early last year. They were beingstigated and were coming before the board, smWkthat
matters concerning Blackburne and Dixon were conforgvard. However, | suggested that they should
consider appointing a supervisor now. If the resgoof the chairman or the ministry had been fame had
they agreed to accelerate some of these inquiries/estigations, they could have got it before loard so the
board could make a decision. | am not sure whatbherneed an inquiry to appoint a supervisor, aathinot
sure whether there were inquiries into Grubb anob@ll before they did it. | do not know. | wouldve to
check.

The CHAIRMAN: As a board member, do you believe there shoula fagoervisor in Blackburne and Dixon?

Mr Weir: It depends. | understand that a number of tHesders have taken their pooled mortgages to
solicitors and the solicitors are now managing thpmbably at a considerably greater cost than evbalve
been the case if the broker had been able to ec@ntm manage it for the normal, fairly modest feat they
charge for doing that - 0.35 per cent of the loamant. On a 9.35 per cent mortgage, the brokeddvaiain
0.35 per cent for himself for management, and 9qgest net would go to the investors. A solicitoould
probably charge considerably more than that, ealtgdf there was a default notice and they decitedake
legal action on behalf of the mortgagees. Thosdéscasuld have to be borne by the mortgagees if they
ultimately could not recover it from the borrower.

The CHAIRMAN: You have requested that the issue of a superiridBlackburne and Dixon be looked into,
but you have had no response whatsoever?

Mr Weir: No. | did suggest that but | have not had agese.

Hon RAY HALLIGAN: On that point, | will raise some issues thati$ed with Mr Urquhart yesterday. You
are aware of section 12(1) of the Finance Brokenst®@| Act?

Mr Weir: Just one moment. The registrar and other offioktise board?
Hon RAY HALLIGAN: Yes.
Mr Weir: That section states -

There shall be a Registrar of the Board and thenre lmasuch Deputy Registrar, Assistant Registrars,
inspectors and other officers of the Board as apessary for its proper functioning.

Hon RAY HALLIGAN: That is correct. Whose responsibility do you dogdi it is to cause that to happen?
The board's?

Mr Weir: To appoint those officers?
Hon RAY HALLIGAN: Yes.

Mr Weir: Legally, the board should appoint the officersibu¢cently came to the board’s attention théiaitl
previously been done incorrectly. It has only relyebeen rectified. | do not know who was appioigtthem
before. | suspect it was the ministry or someboblgay that because at a meeting a couple of rmagb we
received a legal opinion from within the ministrgyghg, “Hang on a minute, we have been appointing
investigators et cetera in such a way that is glybanlawful. They must be appointed by the board we
now require you to ratify the appointment of theszen officers”. Those officers were the registessistant
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registrar and probably about eight investigatons, they probably included all the investigatoralbthe boards
in the ministry who could work for the board froimé to time. We recently ratified the appointmehtall

those people in the correct manner. It may haadviartently been done incorrectly in previous yearn¢ho

knows how long?

Hon RAY HALLIGAN: If the board was not doing it, would you suggdistt the board was abrogating its
responsibility under the Act?

Mr Weir: | cannot comment on that because | do not know havas handled before, whether the board
delegated that responsibility to the legal officerthin the ministry, to advise them how these @sirshould be
done.

Hon RAY HALLIGAN: Itis a board responsibility. It is in the AcEor the proper functioning of the board,
you will have those resources that the board débesrit requires. Under section 20, the powerthefboard
are considerable and give the board the autharitynfiny things. You spoke about having superviaeaslable
but you were relying on others.

Mr Weir: No. Let us just clarify that point. Whether theestigators, the registrar, or the assistantsteai,
had been properly appointed or not, did not mditeause the board would have acted in the samewithyor
without that knowledge. In other words, they stitbuld have carried out their responsibilities,idghg that it
had all been done lawfully. They would have beemyoay out the job correctly and properly. The ftat
they subsequently found that technically there avdgfect did not matter. They were still doingt jod. They
were still directing investigations and that sdrthong.

Hon RAY HALLIGAN: You said only a short while ago, and correct fneam wrong, that you had been
waiting for the ministry to do certain things. Th&hot, to my mind, the board actually doing it.

Mr Weir: The board actually do not do it. The board d&dovestigators to carry out investigations on its
behalf.

Hon RAY HALLIGAN: That is what | am saying. Were you directing ¢hpsople or were you waiting for
them to come to you?

Mr Weir: No. They were genuinely being directed in peripetoecause the direction was that if a complaint
came to the registrar, it should be given to aestigator. That had probably been in vogue sineé\ttt began.
It was a board direction that if complaints camelirey would be dealt with by investigators.

Hon RAY HALLIGAN: Did the board follow that up?

Mr Weir: That is the way it happened for 25 years. Theas wo need to follow it up because it was
happening.

Hon RAY HALLIGAN: There appear to be complaints that nothing wapéring.

Mr Weir: No. What you might be getting confused withhiattthere were complaints and those investigations
were taking a long time. There were complaints Wwifédl outside the jurisdiction of the Act and tafare could

not come before the board, and there were complaihere the complainants failed to furnish matadanable
that complaint to proceed. There were these tgpésistrations and that may be one of the reasiwatswithin

a year, only two or three complaints resulted imuinies. The board, to my mind, has done its joth& past
because it has directed that investigators do tiga®ns. Investigations were taking place.

Hon RAY HALLIGAN: Are you saying that because of that authority lyad under the Act, the board had all
the resources it believed it needed?

Mr Weir: No. | do not believe the board had sufficiesouaces.
Hon RAY HALLIGAN: It had the power to obtain them?

Mr Weir: | can recall, during my 15 months on the boaottnJUrquhart saying to the registrar, probably half
dozen times, that we needed more resources. Thpehad particularly as these matters that werecsagupto
be brought forward - this even goes back to laat yavere listed as continuing month after monteraionth,
and legal matters and investigations had been edaedl but had not been brought to inquiry. He pbobba
expected the registrar to take that up with thelteddair trading who would take it up with the rgter, to ask
for more resources. Of course, more resources allereated as a result of that request. A tas&efdras been
established and more investigators have been apgoin

Hon G.T. GIFFARD: Which request?

Mr Weir: Just the general request of the chairman toabistrar which must have filtered up. Gerald Milfo
the registrar, used to report back that he hadepass John Urquhart’s request for additional resesirbecause



Finance Broking Industry in WA 29 September 200@age 15

he hammered it in probably every second monthttiege things were not happening fast enough, there
not enough investigators or legal people, and soimghad to be done to get more resources.

Hon G.T. GIFFARD: When were the further resources added?
Mr Welir: | think it may even have been earlier this year.
Hon G.T. GIFFARD: Earlier this year.

Mr Weir: Everyone at the ministry must know about that beeanstead of just one investigator - Jack Willers
- they ran an advertisement in the paper callirgtiam more compliance officers. We knew somethivers
happening. We were told that more resources head &kocated.

Hon RAY HALLIGAN: Do you believe that those requests were madeitmg?

Mr Weir: No, | think that is one of John Urquhart’'s regreEven before | joined the board, he was unhappy
about this. | believe Ted Brunton, the other industected member of the board who retired the same |
joined, sent a handwritten memo dated November 18%fe chairman pointing out things that were vwgran
that stage and saying that the ministry was unelsourced. John Urquhart probably regrets thatelvermput
that request in writing to the minister. What hd das probably follow what | would regard as thmmal
channel; that is, tell the registrar, who you expectell the head of fair trading, who you expéattell the
minister, that we needed more resources.

Hon RAY HALLIGAN: Do you believe in putting requests of that natareriting?

Mr Weir: | do. | have written directly to the ministemtRick Walker and the chairman on any matters lthat
have been concerned about, but not in respecabfihtter. | believe in that policy.

Hon RAY HALLIGAN: Do you believe the chair should believe in thaliqy as well, or any board member
for that matter?

Mr Weir: You could say that now, with the benefit of hiigths.

Hon RAY HALLIGAN: No. | am not talking about the benefit of hirgldi You are a professional man.
You are a finance broker. Would you expect somdaonaovide moneys to you to on-lend to somebodyg el
without any documentation?

Mr Weir: Why would you think that if you never knew thlaat was happening?

Hon RAY HALLIGAN: It was a general question Mr Weir. | am askingether you believe, in your
professional capacity, that certain requests ahdranatters, backwards and forwards, should be dédl in
writing.

Mr Weir: That is my policy and | have written 38 items ofrespondence in the 15 months that | have been a
member, to the chairman, to Patrick Walker andhéonninister.

Hon RAY HALLIGAN: As a board member, do you believe the board ghfollbw that policy as well?

Mr Welir: | believe all those requests really should engfram the chairman. The chairman should take them
up with whoever he thinks is appropriate, be thatregistrar, head of fair trading, head of thavriice industry
branch, or the minister. The chairman did repars¢éhmatters relating to a lack of resources iratimial report

of the Finance Brokers Supervisory Board, which teded in Parliament. No members of Parliamemt ca
claim that they were not aware that there was d teamend the Act and there was a need for memurees.

Hon RAY HALLIGAN: Thank you for that advice but | never read theores.
Mr Welir: It was tabled in Parliament.

Hon RAY HALLIGAN: As you know, they are tabled in Parliament butdeenot necessarily receive a copy
of them. You are making a statement that every begrof Parliament should have been aware.

Mr Weir: No. | am saying that every member of Parliantexdt the opportunity to be aware. Whether they
made themselves aware or not is their own indivichatter. Those matters were reported to Parliam&hat
is a fairly high level on which to report the coripits.

Hon RAY HALLIGAN: If that is the case, | have some difficultiesttbaard members, with the board’s
effectiveness and the fact that it had the powidrndt accept the responsibility that it was preddvith under
the Act. | will go no further.

Hon NORM KELLY: On the point that the board had received legaficadthat it should ratify the
appointment of registrars and inspectors and & IDid the board receive that advice or individu@embers
of the board?
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Mr Weir: No, the board. | do not ever recall individuambers receiving it.
Hon NORM KELLY: Was that legal advice sought by the board?

Mr Weir: | think it was discovered accidentally within th@nistry, presumably by the board officers, the
acting registrar, or the legal officers. Someoisealered, probably as a result of matters thae leeen looked
at in more detail in the past 12 months, that fhgoatment of officers should be in writing by theard. You
would have to look at any advice. It had not bdene technically correctly in the past. It did madfect the
functioning of the board, things still happened ey they were meant to happen. They may not haea b
reported the correct way.

Hon NORM KELLY: Did the legal opinion, saying that the board $tiaatify those appointments to correct
that situation, give any indication as to the ragations for the previous actions of those peopgla aiesult of
their not being appointed correctly?

Mr Weir: No, | do not think it referred to that but | remiger that going through my mind at the time. |
thought there was some legislation that saidwias subsequently proved that certain legislatiahdégechnical
defect, that would not undo the spirit of the latvlaw can have a technical defect, but it doesmedn that you
cannot use the law.

The CHAIRMAN: | think | know what you are referring to.

Mr Weir: The fact that it had been wrong did not mean ithats retrospectively wrong and would therefore
be unlawful. All the decisions made by the shioairil are not wrong just because they were madeowi
proper motions, or whatever.

Hon NORM KELLY: It may be specific within the various Acts. hetproof of documents you tabled this
morning there is a fax of today’s date to the néarisegarding bankruptcy and the like. You refeséction
5(2) of the Act.

Mr Weir: | did in 1997.

Hon NORM KELLY: Can you provide the committee with a copy of tketer and also the minister’s
response of 14 May?

Mr Weir: | will endeavour to locate those documents.
Hon NORM KELLY: What were your reasons for seeking that exemption

Mr Weir: Because there is a requirement under the Acate la bond. To obtain a bond from the bank, for
example, you need to provide security by way ofitggn a property that can be mortgaged, or a dasm
deposit. Due to my earlier bankruptcy | did notdaufficient assets to obtain a bond in that fashiBecause |
was not dealing in the private mortgage market laawadling funds, | did not believe that brokers where
dealing with banks and credit providers were emggrided to be caught by the Act. | thought theritibn of
the Act was to control brokers involved in handliprivate mortgages, particularly when you readfitst and
second readings of the legislation in Parliamerit9ii4-75. Therefore, | argued that on the grouhadslitwould
be dealing only with credit providers and banks amlld not be dealing with other parties, | shobl
exempted from the Act, the way other parties weempted from the Act. For example, Mortgage Chabiad
been exempted from the Act prior to me. A numifestber people in previous years had been exenfpoead
the Act because they were dealing only with bamd eredit providers. | wanted such an exemption k&
would have needed to obtain a bond.

Hon NORM KELLY: Had you requested that exemption from previousgtars?
Mr Weir: No.
Hon NORM KELLY: Can you give us an indication of the ministegsgonse?

Mr Weir: My application was declined because it did noetihe parameters of section 5(2), but it was not
specific as to why it had been declined, even tholugras only intending to operate on an identicaig to
people who had been approved previously. | amdryo recall if someone suggested to me that itprvakably
declined because they did not want to show favisoito me as a deputy member of the board, whighst |
was in 1997. Someone suggested that perhaps hidexrddeclined because it could open the floodgatdde
seen as favouritism towards a deputy member.

Hon G.T. GIFFARD: Who suggested that?

Mr Welir: | do not recall; probably a personal friend.

The CHAIRMAN: So you were a board member when you were noade broker?
Mr Weir: No. | have always held a finance brokers licence
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Hon NORM KELLY: But if that exemption had not been approved, would have resigned from the board
because you would not have been eligible?

Mr Weir: No; because although | would have been exemptad the Act to carry on a business as a broker, |
still would have retained a licence. | would natd had a business certificate to trade.

The CHAIRMAN: It was the exemption for the business certifith## you did not have?

Mr Waeir: It was an exemption from the Act in its entirefyrobably 200 or 300 inactive licences are outethe
now. Those people are not engaged in finance mgo&nd do not hold a business certificate, but tay be
nominated and stand for election to the board.b&alear: You can hold a licence but you canraaeruntil
you get the business certificate.

Hon NORM KELLY: The definition of “finance broker” in the Act mk to someone who, in the course of
business, negotiates or arranges -

Mr Weir: You do not become a broker until you have a lmokeence, but then you cannot trade the next day
because you do not have a business certificatbeld a brokers licence right throughout the perddny
bankruptcy, but | did not trade. | was workingamsemployee for a finance broker at that stagé,wsas not my
licence that was being used; it was somebody elesce, bond and business certificate. | waskimgrfor
them, and | wanted to discontinue having partne@rshat reason and to trade on my own. | thouithtat was

not be possible | would apply for exemption frore thct, the way Mortgage Choice did, because | vessiig
only with banks anyway. | was prepared to be Bahito dealing with banks in future.

Hon RAY HALLIGAN: | note that you are president of the Finance Brekand Mortgage Originators
Association Incorporated.

Mr Weir: Correct.
Hon RAY HALLIGAN: Can you explain the difference between financkdns and mortgage originators?

Mr Weir: They are all finance brokers and are licenseceutige Act. “Mortgage originator” is simply a
generic term for someone such as a lease brokener@lly, the term refers to a broker who origisdt@ns as
an agent for a bank and receives a fee from thke baihgenerally does not charge a fee to the barpiv other
words, they are agents, spotters or introducerbdoks. Banks will deny that and say, “You are qwgt agent,
but we will pay you regardless.” They do not wahattlegal implication of a formal principal-agency
relationship. They are generally people who origirfeousing loans, because that is all banks willfpas on,
and they receive fees from banks, but they must laafinance brokers licence because they are aasimgents
for someone in respect of arranging a loan.

Hon RAY HALLIGAN: As an analogy, would it be correct to say they iara similar vein to insurance
brokers, where they look around for the best dedlraceive a commission from the insurance company?

Mr Weir: That is a good analogy. The client is the persho i8 receiving the benefit of the service but not
necessarily the person who is paying. Earlier thisning | tabled a copy of the immediate past chair's
resignation letter, and the attachments includedl items that you might have requested from himeyesty,
one being a letter from the minister to me as fdeeti of the association dated 29 April 1999. Ta#er has
now been tabled, and | think Mr Urquhart wanteditaw the committee’s attention to the second pagyof
that letter, which states -

In the longer term, Cabinet endorsed recommendation legislative change which will strengthen
controls. These include: . ..

Mr Urquhart wanted to make the point that it is nrmme 15 or 16 months later and still nothing heenbdone
about those changes. | guess that when the misiig “in the longer term” he really meant thedenterm. It
was either that, or he deferred it while the Gugrimuiry considered the matters that were befpnaist as it
would appear that Cheryl Edwardes deferred coresider of the amendments put to her in July 1997Hsy
board at that time because an industry referenaepgwas in train. It is just too bad for everybdtat the
industry reference group took two years.

The CHAIRMAN: April 1999 is just short of a year before the @ing inquiry was established.
Mr Weir: When was the Gunning inquiry established?
The CHAIRMAN: February of this year.

Mr Weir: In April the previous year the minister undertdgokmplement the recommendations of the industry
reference group. | had a meeting with Patrick Walkogether with my vice president of the assamiatin
respect of this letter. | do not know the datd,ibwas earlier this year, and my vice presiddrthe association
also happened to be Ross Fisher's deputy on tren&énBrokers Supervisory Board, Hans Beyer. RidweF
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resigned in December, and a month or two later Hz@ger was called upon to deputise. We both asked
ourselves, “Where is all this legislative changa®t we called a meeting with Patrick Walker to déscthe
matter. We said, “What is the hold-up?” He sdide hold-up is that this new mandatory code ottica will

be promulgated under the Fair Trading Act 1987;ldmfore we do that we must broaden the definitiothef
word ‘consumer’ in that Act to include financialrgiees.” The ministry wanted to get 20-odd items of
legislation through Parliament this year, and itsvea matter of prioritising those matters. Patidlalker
believed it would get only about five of the 20niie of legislation before Parliament in that timed &e was not
sure whether the legislation to change the definitf “consumer” in the Fair Trading Act would makéo the
top of the list; therefore, those in the ministrgudd not do anything further about implementing i@abpolicy
until that took place. Patrick Walker and anotb#icer, David Hillyard, were present at that magtias well,
and when we suggested that it could be anotherymaws before anything like that happened, theyndit
disagree.

Hon G.T. GIFFARD: When was that meeting?

Mr Weir: It would have been between February and Aprd yleiar. In other words, we were told not to expect
these matters to be implemented for another twosyekirst, they had to do a minor change to thenitien
within the Fair Trading Act; then they had to prep#re mandatory code of practice; then it had tdogthe
parliamentary drafts people; and then it would gdmthe list to get into the Parliament; and thratcess could
take two years.

Hon NORM KELLY: This letter of 29 April from the minister to yoetbalso mentions that the reforms are to
be “implemented quickly” and include “more frequenidits of trust accounts”. How much more freqlyedd
these now occur?

Mr Weir: They now occur twice yearly, as requested by timester.
Hon NORM KELLY: Twice yearly for all accounts?

Mr Weir: Twice yearly for brokers who have unconditionaéhices; in other words, the brokers who are able
to - if they choose - deal with private lendersarejess of any asset legislation. The requiremantwice-
yearly audit reports applies to everyone - condil@and unconditional licences.

The CHAIRMAN: Surely it applies only to those who have trusants?

Mr Weir: The reason it is easier to make it apply to evegyie that if you do not deal with private lendens!
do not use your trust account, you can simply lo@lggatutory declaration twice a year to say youalouse it,
under section 66.

The CHAIRMAN: That is right. You can declare that you do rentéha trust account.

Mr Weir: Sorry, you must have a trust account, but youdsamare that you do not use it. Everyone must have
a trust account. That has now been implementadyélnad to seek legal advice as to the implemientaand
that is why it took quite a few months. We hadlézide whether we could arbitrarily apply it to Bxne, and

we could not, because the Act does not permit ae tiat; we can apply it only to a new licencedeolor when

an existing licence comes up for renewal. Whike loard has made the decision that two-yearly aagirts

are now required, it cannot be implemented, becawg# need to be implemented as a condition dicance,

and that can be done only at renewal time.

Hon NORM KELLY: |thought the board was able to initiate randaits and the like.

Mr Weir: This area is obviously of interest, and | know deeision has been made to do it. | suspect @stak
place only at renewal times. The best | can doyisotget the information as to when it is to beught in and
why. | do not want to rely on my memory.

Hon NORM KELLY: Do you believe the board is adequately resoutoedarry out that extra auditing
function?

Mr Weir: The board does not carry out the audit. The beastires that the audits are received, which is the
other area of concern. | should not digress, taund | only know this from looking back at the ret- in 1996
and 1997 when Grubb’s trust account was regulargrarawn, there were two unqualified audit reporthe
board had no warning that there were problemsdrtrilst account.

Hon NORM KELLY: Now that we are talking about audits, in your exrignce as a board member is it a
regular occurrence for a broker to request a chahgeditor?

Mr Weir: No, it is a very infrequent request. On thisasion | had been on the board for only 15 months, b
| would suggest - this is a complete guess - tharald be two requests a year from brokers wishinghtange
auditor. | appreciate you are probably referring@stubb, who, after he was pulled up several yagos simply



Finance Broking Industry in WA 29 September 200@age 19

changed his auditor. It was subsequently fountittteaauditor’s partner had business dealings Gitlbb and
was borrowing money, via Sandgate Holdings, fromb®Br so the auditor's partner was intimately inwolvin
dealings with Grubb.

Hon NORM KELLY: What process does the board undertake whensidens a change of auditor?

Mr Weir: Simply that it be a registered auditor within B@te of Western Australia. If a public compasag h
a licence and wanted to appoint its normal auditmm Sydney or Melbourne, the board would say fdtsi

finance brokers licence was registered here andrtisé account was here, it might be lawful to noate an
auditor, but it would be asked to nominate a l@ealitor.

Hon RAY HALLIGAN: You said that they are audited twice a yearairhbtruction of the minister.

Mr Weir: | might be confused by the compulsory profesdiamdemnity insurance, which is compulsory for
unconditional licence holders. It might be thatads been introduced to apply at the next reneatal. dPerhaps
the twice-yearly audit report will be introducednradiately under another section of the Act. Corspyl
professional indemnity insurance for unconditioli@@nce holders is board policy. The consumer imfaifon
brochure was prepared last year. Twice-yearly aegidrts are in, but | will need to check whethas iat the
next renewal date or immediately. The code of cohdis amended twice in the past 12 months, araslam
the board on both of the occasions those mattens @ansidered. Another request has been madekaakithe
code of conduct because of the recommendatiorteofaluers board.

Hon RAY HALLIGAN: I refer you to section 68 of the Act.
Mr Weir: That sounds familiar.
Hon RAY HALLIGAN: Itrelates to the power of the board to ordeaadit of the trust account and states -

Without prejudice to the operation of the foregoprgvisions of this Division, where the Board is of
the opinion that it is in the public interest to s, it may, at any time, cause the trust accoohts
finance broker to be audited by an auditor nomuhatenriting by the Board for that purpose.

Mr Weir: | am quite certain that is the provision usedntplement that matter. Having read that section, i
was probably used to implement it forthwith; thgtfrom today forward you now lodge your auditqoass for
the period -

Hon RAY HALLIGAN: Forthwith? It has applied since 1975. The bdwrsl had the authority to do that for
considerable time.

Mr Weir: There had been no previous reason to do it.

Hon NORM KELLY: As there is a change of policy to have more feaqauditing of trust accounts, has the
board addressed the cost of those audits? Iff &l sudden we have twice-yearly audits, the boaudtroear
some of the cost of those audits. Section 70@ftt states that the cost -

... shall be as agreed between the Board analutti¢or and paid as the Board in writing direcit)er
by the Board or by the finance broker . . .

Has the board addressed the issue of who shoutdh®eaost of the additional audits?

Mr Weir: The board expects that the finance broker wilrtibat cost. The board will generally only bear th
cost of a special, one-off audit, such as thaegpect of Blackburne and Dixon last year.

The CHAIRMAN: Was that audit conducted at the request of tlaed®o

Mr Weir: It has to be. There is no other way to direcpecil audit to take place; it must come from the
board.

The CHAIRMAN: Who paid for it?

Mr Weir: The board has the right to recover the cost oftdit from the broker. If it did not happen irath
case, the board would recover the cost of the aldielieve it did.

The CHAIRMAN: Was a copy of the special audit into Blackbume Bixon provided to the board?

Mr Weir: | believe it was. It stated that from the 2@dilchecked at random, 12 were in default. The board
subsequently directed that all those files be itigated. | believe those investigations are cahetband are
gathering dust, pending legal opinion as to whethey should go before the board as a formal iyquir
believe the auditor may have also suggested thdtiist account appears to be in order.

The CHAIRMAN: Was any other action taken as a result of thtagrahan your directing that inquiries be
made? Those 20 files were only a random sample.
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Mr Weir: Correct.

The CHAIRMAN: Therefore, 12 out of 20 files had problems. d request that all of the Blackburne and
Dixon files be investigated, or only the 12 theitmrddentified?

Mr Weir: It was only the 12. However, other complaintaiagt Blackburne and Dixon were still outstanding
which did not involve the 20 files in the sample.

The CHAIRMAN: Do you understand why | feel incredulity thathing seems to have happened? | am not
necessarily saying it was the board's fault. Yiutalling us that you have a report that 12 ou2®files have
problems. You required that the files be invesédayet numerous other files were not investigated further
development has occurred on the appointment oparsisor, or anything like that. Do you understavidy |

sit here feeling incredulity? Who is at fault?

Mr Weir: 1 will tell you the incredulity the board feeld@ut that matter. It is possible that some offtles
investigated revealed breaches of the Act or thide aof conduct. It is possible that those matteils e
recommended by the legal people to come beforddlaed for disciplinary action, and it is possibtatt that
action will result in the cancellation of that berls personal licence and the company’s licenaee @eds only
one file to succeed in that regard, not 500 fil@ne successful prosecution is necessary to héwekar stop
trading. If one of those 12 cases cannot be biotml hearing stage because one cannot get pastghl
hurdle, why burden the investigators with anoth@® & 500 files?

The CHAIRMAN: From your point of view, who is at fault?

Mr Weir: The system is not designed to cope with this kihdroblem. We do not have the resources. The
Australian Securities and Investments Commissianthase resources. If you lodge a complaint wigi @

two ASIC officers and an ASIC lawyer are on the dtep the next day, probably with a taxi truckaket away
the files. ASIC operates that way because it haoper legislative framework, and it seems to haviamited
funding, of which the Finance Brokers Supervisomyal is very envious: The board operates undey ver
defective legislation, and within a system with ggly inadequate resources, as reported in pre\aonsal
reports.

The CHAIRMAN: Who is responsible for fixing that problem?

Mr Weir: The problem has been fixed by ASIC. The Federae@unent introduced legislation to govern the
part of the industry dealing with that area..

The CHAIRMAN: Why do we have a board then? Why are we wastiogey on inquiries regarding
Blackburne and Dixon? Are you saying the minissrgorrect in not getting the legal advice on thiilss?

Mr Weir: The legal advice is automatically required. dhiot go to an inquiry unless the legal officerepare
it.
The CHAIRMAN: Who is at fault for that not proceeding?

Mr Weir: This committee - possibly the Gunning committeevall - is looking retrospectively at the reasons
for the problem occurring. You are doing that menvironment in which new legislation has alredegn
enacted by the Federal Government to regulatepittdtiem part of the industry into the future. Rgrh you
need not be too concerned about how the industhbwiregulated in the future. It has already baddressed
by Gunning.

The CHAIRMAN: It is certainly one of our terms of reference.

Mr Weir: You would take into account the fact it has algedeen addressed by ASIC. One of the first
Gunning inquiry recommendation is that any brokbpws licensed by ASIC will be exempt from the stAtt.
Any broker who is a mortgage originator and onlgldavith banks and credit providers will be exeffinpin the
state Act. There will go 90 per cent of the brokeh® are currently regulated by the Act. This wittlude me,
as no Act will regulate me in the future. The flwekers with an ASIC licence will be exempt frone thtate
Act as well, according to the Gunning recommendatiadopted by Cabinet. Who will be left to be tatpd by
the state Act? It will be the brokers who do omeeme private mortgages which they do not manaog far
which no loss or defalcation on the loans has @edur One broker at 5 Mill St, Perth, does not nganar pool
mortgages. He is completely exempt from all aspettthe federal legislation. He and perhaps twthee
other brokers will be involved. If the recommendas of the Gunning inquiry are adopted, the statewill
regulate five or six brokers only. All the othevdl be exempt because of the first five recommeiata of the
Gunning inquiry.

The CHAIRMAN: | return to the Blackburne and Dixon issue. Do guggest that it is unnecessary for an
inquiry to be held into the problems raised in past?
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Mr Weir: The board operates as though there is no ASIGI&igin and the supervisory board is still solely
responsible for those people. We switch off.

The CHAIRMAN: Is there still a need to investigate those mstter

Mr Weir: Yes. If serious breaches have occurred andniéégssary to remove brokers’ licences, they meist b
taken off them permanently.

The CHAIRMAN: Whose fault is it that they are not being inqdiigo?

Mr Weir: They are being inquired into. There is a delagringing them before the board. The ministry does
not have the legal resources to do it quickly.

The CHAIRMAN: Is the ministry at fault?

Mr Weir: | guess the Government is at fault for not pringdhe necessary resources for the ministry tdasdo
job. The chairman of the board has complainethéarégistrar: “Why are the complaints not comiogvard -
you bring them forward every month?” It has beérelg more resources as it has outsourced someesé th
inquiries, but | still have not seen them as a éaaember. | do not know whether the party to whorhais
outsourced will take six days or six months to dedh them. As at the last board meeting, a numnidfer
completed investigations had not been brought bettoe board since we were promised to see themairthv
2000.

The CHAIRMAN: The special audit came back to you in late 1999.
Mr Weir: Not the special audit.
The CHAIRMAN: Let us stick to the Blackburne and Dixon matte&raavhile.

Mr Weir: The special audit resulted in investigations thate completed. They are now with the legal peopl
who will recommend that a breach occurred and ti@y must go before the board. They will go befine
board for an inquiry, and we will have an inquir{that will take days or weeks in an ideal world. this
environment, as we have found out, it unfortunatakes six to 12 months, or longer. Other peopledecide
whom you can blame for that.

Hon G.T. GIFFARD: You referred to outsourcing. What has been ouitsal?

Mr Weir: There are legal officers within the ministry to awh the investigations go. The legal officers say
there has been a breach, and they prepare theatppii for inquiry to be signed by the chairmartha board.
There are not enough legal officers, or they dohaste enough time to do that work. They have gitdn i
outside lawyers. | do not know whether it is Crowaw or solicitors down the road. They are subcatitrg.

Hon G.T. GIFFARD: Is it only looking at the file and establishingy@ther there is a case, and putting that case
together?

Mr Weir: Yes. The investigator puts the case togetheridewtifies the breaches. The legal department
confirms legally whether there has been a breawh peepares the application for inquiry.

Hon G.T. GIFFARD: The board does not need to authorise those offi@s they are not conducting an
inquiry.

Mr Weir: They do not conduct an inquiry; they give leghtiae. The board asks for legal advice, and hav th
ministry gets that advice is up to the ministry.

The other document | tabled - coincidently perhapstlzer one that Mr Urquhart was required to produisea
memorandum of a meeting between certain membetedioard and the minister. | am sorry; this doeninis
from 15 October 1996 when the minister was Cheryb&des; it is not the one Mr Urquhart wanted tcspre
to the committee. | believe Mr Urquhart is lookifog a copy of the minutes of a meeting betweerbtieard and
Minister Shave in August or October 1997. The beamte and raised a number of matters with the steni |

believe there is a concluding paragraph in whiah rtinister directed the ministry to give a highopity to

addressing amendments to the Act in late 1997.

The CHAIRMAN: Would the amendments discussed at that time halged to avoid the circumstances we
now face?

Mr Weir: Possibly not. If we take the matters involvingub, for example - the defalcation of a trust acto
- you can legislate against fraud, but you canmet/gnt it. If Grubb had been licensed by the Aalstn

Securities and Investments Commission under its negime, which requires prospectuses, it would haade
it a bit harder for him, but it would not have gpen him defalcating.
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The CHAIRMAN: Apart from Mr Grubb, what about the other probdene have seen in the industry? Would
the changes that were recommended in 1997 havdeal/those problems or potentially assisted in angithe
circumstances in which we now find ourselves?

Mr Weir: Possibly not. The changes that were recommendd®79 were promoted with every minister
subsequent to that. The code of conduct under whietboard operated in the past probably was rftitismt

to deal with the problems that have now surfacetthénindustry, because the problems that have mtuvere

not previously contemplated. In other words, thisran expression that someone must get killedcadbssroad
before the Government will install traffic lightsvly personal opinion is that a crisis like this org; you then
investigate it fairly thoroughly - which is now hagning - you find out why it happened and you amactibn

and codes of conduct to deal with it and prevenh#ppening in the future. However, you would haseded a
good crystal ball to see all these things 25 yems. Those amendments may have enabled things to be
investigated more thoroughly, such as whether tavesre clients.

The CHAIRMAN: When do you think people should have realisedtwiaa happening in the industry? When
do you think it became generally accepted thatptioblems we are now seeing in the industry wereintg
and people should have started to take action?

Mr Weir: When the liquidators were appointed to Grubb Gfabal.

The CHAIRMAN: Not before that?

Mr Weir: Prior to that there had been very few or no fdrimguiries before the board that indicated -
The CHAIRMAN: | am not talking about just the board; | am tatkin general terms.

Mr Weir: These problems can find expression only througiestigation through the board. In 1998, 86
complaints were received, but there were only taquiries. A lot of those other complaints eithesrev not
perceived to involve a breach of the Act or codeafduct by the broker and were knocked out -

The CHAIRMAN: Under the client ruling.

Mr Welir: Itis not necessarily the client ruling. Eveiit fiad not been knocked out because of the clidimg,
a lot of those complaints may have revealed trebtirrower was not paying interest on time to émelér. That
does not necessarily involve a breach of the Aotamte of conduct by the broker who arranged tha &
months earlier. Even if the client had not beenrdused all those complaints had been investigatesly
probably would have been dismissed, because ahbdoles not breach the Act if the borrower doespagtthe
lender interest 12 months later.

The CHAIRMAN: Gunning has already looked at that. When youdlenly get a sharp increase in the number
of complaints, it is a sign -

Mr Weir: It started to occur in 1998 and into 1999. Waeildave liked it to become obvious the day tht fir
few complaints came in, but it was not obvious lbigeaa lot of those complaints did not involve bhescof the
Act or code of conduct and we did not look beydmat.t How could we look beyond it when we now kribat
the ministry would not give the complaint files ttee industry representatives on the board so wéd cask,
“What is the trend here? What is happening? WigsdGrubb have 20 loans?” As soon as a complast w
made about Grubb that a loan had not been repaitieodue date or that interest was in arrearspéuple
would withdraw their complaints. Why? Because ltbrdrew a cheque and paid out the mortgage. Widre
the money come from? No-one knows, but it was gibbba defalcation of other clients' funds. A n@mbf
Grubb complaints were being withdrawn by the coiinglats because they had been satisfied.

The CHAIRMAN: Is the industry fairly close-knit?

Mr Weir: No, it is fragmented because there are diffeaeaas of speciality. There are the mortgage brokers
like Blackburne and Dixon, Grubb and Global, whigbre doing pooled and managed private mortgages; th
small operators who do private mortgages, but dopool or manage; the mortgage originators, whotlaee
biggest in the industry by far and who employ headrand thousands of representatives who, cokdgtiare
doing $1b a month in housing loans; the lease apipment financiers, like Hans Beyer, the formepudyg
member of the board, who does leasing finance hattet finance on motor cars, trucks and fishingtbpand
brokers such as I, who do commercial mortgagesutirdanks. About 80 per cent of my business wbeld
business and investment-related loans on residieswtid commercial property done through banks, tredi
societies and insurance companies. | do not knbat\are the current trends in the leasing marketpboled
mortgage management market or the mortgage originatarket, because we have all gone off into acdéas
speciality, just like estate agents do residestdds and others do land sales, etc.

The CHAIRMAN: Was there ever any general talk in the industrgroblems? Was it general knowledge
among people that some valuers would give you #gheation that you wanted and things like that?
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Mr Weir: No. The subject of valuation is misunderstood, bam not sure whether the Gunning inquiry had a
full appreciation of it. There have been allegaiaf overvaluations that have led to problems. @&hemo
doubt that there have been some overvaluationsveMer, in other cases an inappropriate valuatios used,

or either the broker or the investor did not lodkhe conditions and the assumptions in the valnadind realise
that it was not an appropriate valuation for than. In a case like that, a legal action againstualuer
probably would not succeed because he would sagaitl that the caravan park in Busselton would bettw
$3.3m if it were strata titled and sold to 78 difflet owners. That assumed development did notrpccu
therefore, it is worth a lesser figure." If itagsned by one owner and he wanted to sell it, tregastitles would
not add a value.

The CHAIRMAN: Obviously, that is something the finance brolgrsuld have picked up.

Mr Weir: How would | as a finance broker know what washisis of all the assumptions in Global or Grubb
valuations?.

The CHAIRMAN: The valuer has given you a valuation. Are yogirgathat the valuer would have included
assumptions without listing that in the valuation?

Mr Weir: No, they are always listed in the valuation.
The CHAIRMAN: Is that how the finance broker would be ablestbvthat were the assumptions?

Mr Weir: He would, but did he bring them to the attentafnthe investors? Probably not. Some of the
assumptions may be that the property is worth frisyided it is leased out and earns $100 000 aige@ntal
income. In a situation where the broker gave wahiation to the investors - many times the brakdmot give
them copies - and the investors said, “$100 00@aa in rental income will service the $80 000 aryiaterest

on the loan, so we will go ahead with the loan” #melloan settles, but at the time of settlemense¢heases are
not in place, should the broker have pointed thatto the investors to give them the opportunitytdl out of
the deal? Of course he should have. Did he d@ thane may prove that he did not.

Hon NORM KELLY: The board's 1997 or 1998 newsletter pointed oetptoblems of overvaluation.
Obviously the board was well aware of the pract€evervaluing. Surely that included overvaluing the
basis of anticipated value subject to developmedtthe like?

Mr Weir: That may not be an overvaluation; it simply may geople using a hypothetical, on-completion
valuation to inflate the value of a block of lamdtead of lending on its current, as-is value.

Hon NORM KELLY: The board was saying that this is what was happethis is what brokers need -

Mr Weir: The board would have known that from feedbacknfinvestors, but the individual members of the
industry would not have known that until they sdwattmemorandum from the board. After reading at)y
might say, "I know that overvaluations are not abtem in my practice. | wonder which brokers aoéng
that?" How would you know which brokers were usivgrvaluations? You would not know who was ddtng

Hon NORM KELLY: Are you aware of any follow-up by the board te sehether brokers were still carrying
out that practice?

Mr Weir: In Ted Brunton's handwritten memorandum to theroten of the board in November 1997, he
highlighted the fact that there should be continprdactive compliance audits of brokers and thatugh
resources should be provided by the Governmentdble the ministry to do exactly that. Howeven yaould
have to ask the former chairman and Ted Brunton wiegt did about obtaining those resources and tiegor
that to the ministry. They will probably tell yolit they told the registrar and they were told thay could not
get additional funds to do it. You would havenuastigate that separately from me.

The CHAIRMAN: Do you accept that a finance broker should haenlable to read a valuation?

Mr Weir: They should be able to, but with hindsight | noglieve that they do not. | understand a valuation
because | spent 10 years in a finance companyptitaided development funding. | know the differenc
between a hypothetical, on-completion valuation andas-is valuation. | know that you must lookyer
carefully at the conditions and assumptions thatlaer puts in his valuation. Graeme Grubb nevarked in a
bank or finance company and probably never gottthating.

The CHAIRMAN: What about the training? You are involved witirting. Does that include valuations?

Mr Weir: The full certificate course in finance broking uges a broker to complete what used to be reatest
valuation 1 and real estate valuation 2. | thinlsinow called commercial property appraisal agsidential
property appraisal, which are taken out of the esdhte course. One of the subjects in the fin&making
course has a topic devoted entirely to valuatibos,t would not have been comprehensive enoudtigialight
the problems that we have now identified in theustdy.
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The CHAIRMAN: What did the course do?

Mr Waeir: It would have referred to methods of valuatiod #me need for a valuer to be licensed. | am o s
exactly -

The CHAIRMAN: You have been involved over some time in develgpine TAFE course.

Mr Weir: | have reviewed it on a couple of occasions, lbdib not think great amendments have ever been
made to the section about valuations.

The CHAIRMAN: If there is a course on understanding valuatian@jrly basic part of it should be how to
read and understand a valuation.

Mr Weir: Whether that topic contains a paragraph to saiyphople must very carefully study the conditions
and assumptions or whether it just refers to a abhmuse valuation for a private mortgage - thathere the
industry originated in 1975 - and the house is w200 000 because of the comparable evidencehanel are
no conditions or assumptions in it -

The CHAIRMAN: Surely you could get a valuation on a house btbek has assumptions; for example, if it is
subdivided or if it is rezoned through the localicoil to make it a five star hotel.

Mr Weir: | do not think the text goes into that much deddiout the intricacies of valuations as related to
development funding or subdivision. | think it juzlates to the fact that a valuation contains tiuch
information, it should be addressed to the lendethsit he has the ability to sue the valuer if s been
negligent, it is advisable to obtain a valuatiomlinnstances, and the valuer should be givenesopf any leases
so he can take account of the leases in determithiegvalue of the property. Those kinds of thirgs
mentioned. It has been about two or three yeacedilast lectured or marked correspondence papeits but |

do not believe it goes into the more complex acdakevelopment funding.

The CHAIRMAN: You have sent us some correspondence about theingnproblems in negotiating
professional indemnity insurance. What is the appnate cost of that policy? Have the problemg
outlined - you do not need to go through the pnoislebecause members have already read them - been
concluded, or is that still ongoing?

Mr Weir: There are a couple of aspects to it. The brokéhsaenditional licences who deal only with credit
providers have been concerned that there has bsmmificant reduction in the number of banks aurance
companies from which they can obtain an unsecucedib As at today, only one company in Australifl wi
provide an unsecured bond to a finance broker, lwtica significant issue. The last one that wawigding
most of them, GIO Australia, has now pulled out ptetely. We have only a local insurance company,
Lionheart Insurance Pty Ltd in Nedlands, the directowhich, as | recall, is James Miorada. It is tnly
company providing unsecured bonds, but it has air@ment in its clause that it can take securitgrat time if

it wants to. Really, there are no unsecured bardg#iable anywhere. A person must have $50 000 daposit

or a house to mortgage to a bank. These other taokao do not even put money through a trust adcdan
not want a bond. We have asked, “Can we be raliefehe necessity to hold a bond?” The answer fitoen
board, quite correctly, in accordance with the Ast;No, you must have a bond. The Act says yastrhave a
bond.” However, the board has the discretion thatke the amount of the bond. The part of the imgubat
does not want bonds, because it is not handlirentsli funds, suggested that it could have a prifeab
indemnity insurance policy instead, because thasteinwants to introduce professional indemnityumasice
even though it does not cover defalcation by thecgal. Bonds are a cost burden that has gone up
significantly, apart from the fact that almost noeds providing them now. | took that suggestiorihe board.
The chairman, Mr Urquhart, said that he would ordptemplate reducing the bond down to a nominal arhou
if the fidelity extension in the professional indeity policy included fraud by the broker himsethe principal.

The CHAIRMAN: | think we have all read the correspondence. eHhuse discussions been concluded, or are
they ongoing?

Mr Weir: The board itself has resolved that brokers wittuaconditional licence should have professional
indemnity insurance, full stop - no talk about fidelity extension because they already must havw®red
anyway. The issue of some other type of PI policthe same PI policy that will reduce the necedsithave a
bond for the remaining industry, has not been wesbland has been carried over to discuss with édve n
chairman.

The CHAIRMAN: What is the cost of the -

Mr Weir: The cost of a Pl policy is relative to the amoohtfee income a broker earns. If one broker is
earning $100 000-worth of fee income a year, hehiriigive to pay $2 000 a year Pl premium. Soméef t
people who are doing the housing loans - the aatgirs with the banks - are earning $1m a yearerirfeome,
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because they have a cast of thousands writing éssiior them. Their premium can be very expensiE Q00
to $30 000.

The CHAIRMAN: Finally, do you have any comments about the regendations of the Gunning inquiry?

Mr Weir: | would like to make a comment. | certainly sagpall the recommendations of the Gunning
inquiry. Many of them are similar to what the isthy and the board have been pursuing with suceessi
Governments for some time. It is just a questibwirere we go from here. Some of the recommendsitoan
be implemented forthwith, without the need for #agjive change, simply by a change to the boarétyol
where it has discretion, or to the code of condu@thers cannot be implemented without legislatidvy
concern now is that another committee has beemlststad, headed by a Mr Mews, | think it is, thenfer
accountant from PricewaterhouseCoopers who is mtined, to look into the recommendations with awie
implementing them. Two other people have been apgaito that committee, and neither of them isnalustry
representative or has any experience in the ingduddresumably, they will liaise with the board amith the
Ministry of Fair Trading about implementing the rewoendations, but who will represent the industry in
dealing with some of the practical issues? Theeepsoblem with implementing, legislatively or othvése, one

of these issues; that is, one of the recommendaithat a broker regulated by this Act - therl mot be too
many of them - must ensure that a borrower’s aandt liability statement is certified by an independ
accountant. An independent accountant will notrgd. His professional indemnity insurers will rdiow him

to express an opinion about the value of the fixaperties that the borrower owns or about the arhofin
liabilities he has disclosed. What if the borrovdgn not disclose all his liabilities on his asseid liability
statement? How will the independent accountant kwew? The only way that can be resolved is, faneple,
by requiring the borrower to attest to his statehodérmssets and liabilities by a statutory declarat That would
be the input of the industry to that particularamenendation, because otherwise it is practicallyarkable.

The CHAIRMAN: Surely, this latest inquiry will consult with tledustry association.
Mr Weir: | look forward to that happening, and | will prota that view.

The CHAIRMAN: Itis not my decision, but that is normally thaywgovernment committees like to work. As
you indicated to us earlier, it is almost impossibb find an industry representative who understaaitithe
different aspects of the industry.

Mr Weir: Yes.

The CHAIRMAN: You outlined earlier that there is a range ofypia in the industry. They are all very
different and they do not know what each othemisigl.

Mr Weir: That is correct. It is also pretty difficult ®xpect an industry person to be a party to those
proceedings for less than $25 an hour, which istwlam paid for being involved on the board. Then@ing
inquiry also made a recommendation about thateat#tctk - it was not one of the specific recommendat
Collectively, the board members received $5 50f2és in 1999 for an enormous amount of time spehjust

at meetings, but in research and other matterse Gtinning inquiry has said that the Government Ishou
increase substantially the fees paid to board membaot this $25 an hour. | shall have to redigm the
board in the future if | am required to attend hegs, further inquiries and negotiations with otbemmittees
about recommendations. How can | do that for $2%i@ur and meet the overheads of my office at émees
time? That will be an issue; otherwise no industgyresentatives will be available to serve on angth

Hon RAY HALLIGAN: It is interesting that you go down this path fonumber of reasons, not the least of
which is that we have already had industry repragises on the board, and things have still gonengr | take
your point about being able to provide some prattaspects to this, but | suggest that it is noessary to have
a finance broker to do that in every instance. ¥poke about the asset and liability statementgoegntified by

an accountant. Accountants and auditors certifjgany accounts and individual balance sheets elegyyof
the year, and they do so under their own code enbtisis that the figures being presented are fair a
reasonable.

Mr Weir: They only do that when they have had a hands-pnoaph to preparing the figures themselves.
They do not do it for a set of figures just lumpedront of them by a stranger.

Hon RAY HALLIGAN: | am not suggesting they do. However, one thimgvhich they can go is that
individual's last income tax return. If that pemsig in business, he will have to provide a seacrfounts which
will invariably include a balance sheet.

Mr Weir: No, the tax figures would not include all liabiéss - only tax deductible liabilities.

Hon RAY HALLIGAN: What do you mean “No"? If there is a balancesshiewill include them. Be assured
of it.
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Mr Weir: Of a company?
Hon RAY HALLIGAN: Even an individual, if he is a sole trader.

Mr Weir: But that will not list his housing loan or hisedit card debt. It will only list it if it is infte tax return
because it is tax deductible.

Hon RAY HALLIGAN: We are concerned about the business that indilidun. You were talking about
different assets he holds and the values therefor.

Mr Weir: No, you misunderstand, because a person borromimgey from a broker need not be running a
business.

Hon RAY HALLIGAN: | am not denying that. | am saying if he is nmgna business -
Mr Weir: If he is, his tax deductible liabilities will beentioned in the balance sheet.

Hon RAY HALLIGAN: If the people are not running a business and lila@g only a house, which they say is
worth $10m, one would expect to see somethingatfihlue. If they say it is worth only a quartéaamillion
dollars, I suggest it will not necessarily makereag deal of difference to the decisions being niadtihe lender
because those people are not in business; thgysargtarting in business.

Mr Weir: | believe the requirement should be that theypprovide a statutory declaration, the cost for the
breach of which is a criminal offence, and that {ddoe sufficient. People would have to think twizefore
signing a false statutory declaration about thegess and liabilities, because the consequencisiére very
serious. | believe that could be dealt with adégjyan that way. All | am saying is that | hogeetindustry gets
the opportunity to have input into this, and inlsacway that an industry member can do it, be réegfor it,
and not be required to spend two days a week titgirgsist in this regard for no -

Hon RAY HALLIGAN: We will certainly take your thoughts into consiton when we are developing our
recommendations about what should happen. | amteat we will look at any number of professionatiies
which can provide advice in this area. | have @p® of final questions, and | want to place yoa iposition to
be able to respond. Do you know a Mr Philip Lewis?

Mr Weir: | do.

Hon RAY HALLIGAN: Did Mr Lewis go to jail?

Mr Weir: He did.

Hon RAY HALLIGAN: Are you able to tell us for what reason?

Mr Weir: It was for fraud charges relating to a period whe was employed at Custom Credit Corporation
Ltd.

Hon RAY HALLIGAN: Had you had any business dealings with Mr Lewis?

Mr Weir: Mr Lewis occupied space in the building in WesttiP®f which | was a part owner some two to
three years before he was actually charged.

Hon RAY HALLIGAN: You were his landlord; he was a tenant of yours?
Mr Weir: Correct.
Hon RAY HALLIGAN: That was the only relationship?

Mr Weir: He was commencing practice as a finance brokelwae would - what is the expression - conjunct
on proposals. That was up until the time that himiobd his own finance brokers licence and condubie
business on his own account. These things occpriedto his ever being charged with fraud.

Hon G.T. GIFFARD: Was he charged for activities relating to subsetjy getting his own licence and
conducting his own business?

Mr Weir: No, definitely not.
Hon G.T. GIFFARD: To what did the charges relate?

Mr Weir: His charges related to matters that occurrechdunis employment with Custom Credit, and were
brought about by a fraud squad investigation ihtogs that were happening at Custom Credit. Aechlt, he
was dismissed from Custom Credit in October 1988arges were brought against him in June 1993 wéte
convicted in May 1997. | might add that while hasaat his trial, he had a retired finance brokethgyname of
Lindsay Timms manning his office, just ensuring titet phone was answered and that matters were hagpen
Mr Lewis was not managing any private mortgages. wde arranging loans of various kinds, and he had M
Timms in his office for the month that he was oaltri
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Mr Lewis was convicted, and | do not think he expddb be convicted because he thought certain esedef

his superiors at Custom Credit would have resutedo conviction. However, his solicitor did nalicthose
people to witness, which resulted in Mr Lewis’ supgnt appeal, and an appeal is still outstandisfier he
was convicted, he was obviously jailed forthwitiir Timms was still in his office and had no prospafter that

of getting paid for doing anything further. Badigano-one was there to run the business. | ti@iaky Wallace
from the Finance Brokers Supervisor Board had mMndgrimms and said, “| want to come out to look a th
activities of Mr Lewis in his broking business.” Mimms, who knew me, rang me and said, “Look, Gary
Wallace wants to come out. | can’t hang aroune lagry longer and not get paid. What will we dowbt?” |

said that | would go down, because | knew that Mrisavas sourcing some of his funds from the sameddes

as me, so | thought that | might be able to beoafes assistance. Therefore, | attended Mr Lewistefat the
same time as the investigator from the board. sle@d me what was happening there. | knew from my
conversations with Mr Timms that there were no loander management and no funds were held in a trust
account; there were simply two filing cabinets faflpast files and current loans. | said to Gaglléce, “If you
want, | will take these files back to my office afitllook after them, so that if a borrower ringg in a year and
wants to discharge a mortgage, someone has theThere are probably not enough files there to avarthe
appointment of a supervisor. There is no trust aetand no mortgage management. It is just a lidies

that people may want to relate to.” | understdrat Mr Wallace took that back to the board, anduibard had

no objection to my collecting these files from Mnig’ office.

| spoke to Mr Lewis’ wife, who said that Mr Lewis had objection to my taking the files to my offiae lbok

after his old clients if they wanted to pay outrleand they needed access to material in thelfileen did that
and tried to transfer his telephone service iroffise in South Perth to my office at Warwick. Hiading name
was Private Mortgage Managers of Australia. Telasked me who | was. | said that | was taking dker
files. Telstra said, “You are not the owner of thieding nhame, are you?” | said that | was notlsff& said,
“We can't take any directions from you. Get Mr Lew ring us, and then we'll transfer the phoneiserto

you.” Mr Lewis could not do that. Therefore, to gedund that, through Mrs Lewis we arranged forttading

name, Private Mortgage Managers of Australia, toréesferred to my company - or was it to me iralinlly?

It might have been my to company. In that wayould ring Telstra and say, “I am the owner of thaliing

name Private Mortgage Managers of Australia. Rleamcel the telephone service in South Perth elist it

on a different number in Warwick.” We were abledtmthat. | maintained the files for the 22 mortthest Mr

Lewis was subsequently in jail. When he got oudfhe thanked me for looking after the files gl asked
me what had happened. | told him that about ardpeeple had telephoned during that time. | tahd that the
business registration name, Private Mortgage MasagfeéAustralia, was up for renewal and that | wasgoing
to renew it. | had let the listing in the phoneokdapse as two and half years had passed. | badterest in
maintaining it. | did not conduct business. | giyngot the trading name to transfer the telephamaber and
maintained the files for the benefit of some ckeimt order to provide them with some help. It was$to help
Mr Lewis. Mr Lewis told me that he had an appealdiem to the High Court against his conviction ahdttif

it were successful he would recommence as a finaraieer; which he would have been fully entitleditn He
asked me to mail to him the notice of the lapsesirmss trading name so he could transfer it batkstmame.
He subsequently did that.

An inference was drawn by a newspaper report thailrun Mr Lewis’s business for him and during tilee

he was in jail | was having business dealings With and that | had warehoused his business for Hhime
inference was that | looked after the business of.&vis - a convicted fraudster - and gave it backim after

he got out of jail. It was not like that at alllhe circumstances | have just explained are the sanedold the
media reporter four days before the defamatoryclartappeared in the newspaper in February. | put m
explanation in writing because | could tell frone tieporter's line of questioning that he was trgmgraw some
improper inferences from what had happened. Heigtiored my explanation of why | had to transfae
trading name and why | transferred it back to Mr IsswMr Lewis intended to recommence business shitwad
High Court appeal be successful. The reporter prilyted the reasons that caused maximum damage/to m
credibility. Mr Lewis never recommenced businessaafnance broker as his High Court Appeal did not
succeed. He has another appeal, based on someyaihads, which is still pending. | do not undersl, and |

do not care about, the reasons for the second kpjbba reporter realised that my company ownedtrtheing
name for a period and assumed that | had takenMikeewis’s business. That is not what happened.

The CHAIRMAN: Did you receive any remuneration or commissiongspect of any of Mr Lewis'’s clients?

Mr Weir: Yes. Some of the people who had rung up wamtetischarge a mortgage. A broker arranging a
discharge of a mortgage is entitled to charge alifiation fee of $110. It might have been $100kkhen.
When | was asked to handle a discharge of a matgags entitled to charge a fee of $110. It waid jpy the
borrower. | had between half a dozen and a dozeh sases. Some of the loans that Mr Lewis hachgech
that came up for maturity required refinancing g kenders. | offered my services under my ownenanuite
separate from Mr Lewis. | helped borrowers refireatiweir loans elsewhere. | would tell borrowerst tieir
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loans had to be refinanced and that | could hedmthlo it through the XYZ bank. If they gave me auitly |
would act for them. | did not act for Private Myagge Managers of Australia - | acted under my ousiress. |
charged a brokerage fee to the borrowers for thacge | received some flow-on business from logkafter
Mr Lewis’s files which amounted to about three aurftoans. Many people knew that Mr Lewis was it g0
when they wanted to discharge a mortgage they khere was no point in trying to contact him. Magople
went directly to the solicitor who prepared thetilidocumentation and arranged discharge of thegages
through the solicitor. Some of the borrowers amdders may have contacted each other directly. theor
amount of effort | put in there was very little ranl.

The CHAIRMAN: What happened when Mr Lewis came out of jail dral hlusiness name was transferred
back to him?

Mr Weir: He did not take any files back as he did not vilaein back. 1 still have all the files.
The CHAIRMAN: Did his clients go back to him?
Mr Weir: As | understand it, he is no longer in the busineHe is now running an Internet business.

The CHAIRMAN: When did all this happen? Referring to Hon Raliglan’s earlier question : When was
he renting property from you?

Mr Weir: | think he was convicted in May 1997 and he gat @ jail in 1998. | think he was in jail for 22
months. It was 1990-91 when | knew him and whenraemed the same premises and we did some deals
together.

The CHAIRMAN: That is when you shared the offices? When yotevemswering Hon Ray Halligan's
question you said the only relationship you hadh\wim was when he had previously been your tenant.

Mr Weir: And when we had done some conjunctional brokieglsd That was from about February 1990 to
1991; possibly 1992. | cannot remember when tlaioaship ceased. It was certainly not currenéemwhe was
charged in May 1993.

The CHAIRMAN: How were you able to transfer the business néine was not able to organise the transfer
of his phone?

Mr Weir: He signed it across.

The CHAIRMAN: Why could he not sign over the phone?

Mr Weir: He would have had to contact Telstra himself.

The CHAIRMAN: Who signed over the business name?

Mr Weir: He did - from prison.

The CHAIRMAN: Why could he not have had the phone transfermd prison?

Mr Weir: | cannot remember why it was done in that waywduld have meant he would have somehow had
to contact Telstra. | do not know whether that dduve been done. If a telephone service is egestered
business name the person who owns the businesenalyle to transfer the phone. What happens ifuyant

to transfer the telephone six months later? Tis¢ $@ution was to transfer the business name.

The CHAIRMAN: That still creates a relationship between yound.ewis.

Mr Waeir: It means that he transferred the business nardel amas the transferee, but there was no
consideration. There was no goodwill.

Hon NORM KELLY: Did you not say that you subsequently receivedesoommissions for some work for
his clients?

Mr Weir: That was because when people were due to rep@gnahey would appoint me to arrange a new
loan.

Hon NORM KELLY: By being the owner of the business name?

Mr Weir: | did not do it through that business name. Thainess name did not have a broker's licence. The
licence and the business certificate were surrexder May 1997. Private Mortgage Managers of Aalistr
could not trade without a current licence or buséneertificate. | could not derive any benefita tlient needed
help to refinance an old loan | could do it throsghew entity and arrange a new loan to pay ofbtddoan. |
could charge a fee for that. That happened aifeast

The CHAIRMAN: You definitely got some benefit but you are sgytimat Mr Lewis did not?
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Mr Weir: Definitely not. He would not have known what wem because he was in jail and he has not
subsequently inquired. He was not interested-ientering the business.

The CHAIRMAN: He would have known that the business name \aasfgrred to you?

Mr Weir: He signed the transfer papers. He knew why & wwébe signed and he knew that | was to look after
the files. When he got out of jail he rang me #mahked me for looking after the files and his fermalients.

He did not know whether | had done anything or magth That is when | told him that the business edrad
lapsed and that | did not intend to renew it. Id taim that | had not looked at the files for siomths. He asked
me to send him the renewal notice because if gapvere successful he would renew it and gebtuker’'s
licence back again.

The CHAIRMAN: Where did the files end up?
Mr Welir: | still have them. They are in an archive. Idaot referred to them for two or three years.

The CHAIRMAN: Unless there is any final comment that you wisimtike or there is something that we have
not covered | will suspend the hearing. Thank yarattending.

Proceedings suspended from 12.39t0 1.18 pm



