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[1.15 pm] 
Hearing commenced at 1.19 pm 

[The committee took evidence in closed session] 
 
FLAHERTY, MRS LESLEY 
Licensee, Real Estate Director, 
Brooke Stone Holdings Syndicated Development. 
 
FLAHERTY, MISS LAURA 
Office Manager,  
Brooke Stone Holdings Syndicated Development. 
 
 
The CHAIRPERSON:  Thank you, Mrs Flaherty, for coming in.  On behalf of the committee, I 
would like to welcome you to the meeting.  To begin with, could you please state your full name, 
your contact address and the capacity in which you appear before the committee?  
Mrs Flaherty:  Yes.  I am Lesley Jean Flaherty.  I am a licensed real estate agent.  My association 
is, I presume, with the Michael Carton Balga Works program.  This is my daughter Laura.   
The CHAIRPERSON:  I might just ask your daughter - we will not be asking questions, but if we 
could just have your name and address for the record.  
Miss Flaherty:  Yes, certainly.  My name is Laura Jean Flaherty.  I am here as an officer manager 
for Brooke Stone and syndicated developments with regards to the Michael Carton inquiry.   
The CHAIRPERSON:  Thanks very much.  You will have signed a document entitled 
“Information for Witnesses”.  Have you read and understood that document?   
The Witnesses:  Yes.   
The CHAIRPERSON:  These proceedings are being recorded by Hansard.  A transcript of your 
evidence will be provided to you.  To assist the committee and Hansard, if there are any documents 
that you refer to, if you could quote in full what those documents are and please be aware of the 
microphones and try to talk directly into them.  Even though this is a private hearing, you should 
note that the committee retains the power to publish any private evidence.  The Legislative Council 
may also authorise publication.  This means that your private evidence may become public.  Please 
note that you should not publish or disclose any private evidence to any other person at any time 
unless the committee or the Legislative Council has already publicly released the evidence.  I advise 
you that premature publication of private evidence may constitute a contempt of Parliament and 
may mean that the material published or disclosed is not subject to parliamentary privilege.  Would 
you like to make any opening comments or would you prefer us just to ask you some questions?  
Mrs Flaherty:  I just want to state that this whole thing gave me such stress that in 2006 I had a 
minor breakdown and I really genuinely mean that some things I have absolutely forgotten.  But I 
have remembered enough, I think, to answer questions.  I think I could be here for hours, if not 
days, so it is better probably you ask the questions and I can elaborate if you need.  
The CHAIRPERSON:  Thank you very much for that.  Perhaps I might start with a question 
regarding how your involvement with Balga Works program started and obviously your interaction 
with Michael Carton.   
Mrs Flaherty:  Yes, well Michael Carton was coming over in 2004, around about November 2004, 
travelling weekly from Melbourne and he was staying in accommodation that Brooke Stone was 
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providing.  This is nothing to do with Balga Works at this stage.  He was paying his bills, 
everything was going very well.  By - this probably came about October.  In December he was 
telling me what he was doing.  He was setting up a program for disadvantaged children who were - 
they had been in remand, but not dangerous.  This letter I gave you here gives you a bit of a brief 
outline of how it started.  It is called Michael Carton Advice to REBA.  So he said look, we are 
really trying to do this.  I was keen to do it too.  And so we started off with my own home next door 
to our business and tried it.  And then we just tried the children and all that sort of thing and it was 
working well.  And from that we said, well if you are going to do it, you have to - we have to have 
carers and we have to have leases signed etc, etc, etc.  He tried one house at 8 Alberta Pocket in 
Joondalup.  After that there was quite a bit of destruction there.  He said to me that there was a 
similar house in Armadale running where they were charging $3 000 per week, per child.  And my 
ears immediately pricked up; why would anybody charge so much?  And then I realised it was the 
damage that was caused, and so we had to think of ways we could entice owners who could 
obviously get normal students in accommodation to want to take on these children.  And the same 
time, our idea was that we were going to provide the maintenance and the care - the cleaning and 
everything else.  But Michael did not pay.  So we had at least nine bounced cheques through the 
year.  And so eventually I just could not afford to supply these things and he was buying things 
himself anyway.  And our services were greatly reduced.  All I wanted to do was get enough money 
to pay the owners.  Michael used to have a Monday night meeting at 8 Alberta Pocket where quite 
high dignitaries used to go and he would cook the meals with the kids.  What he was doing 
appeared really fabulous.  He would cook the meals and the kids would all hop in and there would 
25 kids from everywhere coming and all the various people.  Sue Gordon was at those things.  
Some people I cannot remember.  Merv Hammond was one.  My husband and I went along, ‘cause 
at that stage the cheques were not coming through and we were starting to get doubtful, you know, 
he always gave me excuses why he could not sign the leases and do everything else.  So - but the 
whole idea seemed so wonderful, what he was doing.  So then they said, “I desperately need some 
other houses”; that is when Nottinghill Street started in Joondalup.  I said, okay, here are the leases.  
Michael said, “I’ve got to get them signed by Merv.  And 101 different excuses kept on coming 
through.  But he was desperate for houses.  I really believed in him.  And of course I had seen these 
various people at these functions, I thought this was it.  I also have a page here where he SMSd me.  
I have those SMSs still on my phone.  I do not know if you want me to read them or not, but he 
does mention that he was going to - he had seen the Premier and Mr Ripper, he was acting Premier 
that day.  He also mentioned in another one “DET was bringing in the moneys”.  I had spoken to 
Merv Hammond - I am only quoting - my language here is exactly as the SMS.  Okay?  And so it 
all started that way.  I had been out to Balga Works myself.  I could not understand how it could not 
be legitimate with half the building - half of Balga high school being switched over to this.  I even 
provided some carers or suggested carers for him.  Everything about Michael seemed legit.  We 
were just getting enough money to pay owners.  You know, I would have to wait a month and he 
would get caught up and everything else.  And in the end I said to the owners, you really have to 
evict him.  By that time Michael wanted to go with the owners himself.  So I suppose - I cannot 
assume why, but I have a feeling that he wanted to be able to talk to the owners as he could.  Merv 
Hammond was there at the meeting, and the parents and teachers association.  Michael just always 
managed to give me enough money to pay the owners out for the month and then we would be 
struggling to get the next one.  Most of my texts were - messages - “Look, I am coming this 
afternoon”; “Sorry it will have to be tomorrow morning”.  And in the morning, “Sorry a girl got 
raped last night, I cannot get there”, “I have been into DET today”.  Some of these words I did not 
even know.  But it was a matter of chasing everything.  In February 2006, I had had enough.  I 
advised the owners to quit - evict him.  He was not paying.  We had paid up to Christmas of that - 
Christmas day of 2005.  And I said we cannot keep going.  I had got a solicitor involved by that 
stage.  Michael, when I threatened to say, “Look, the owners want to evict you tomorrow”, he 
started threatening me then and said I am going to get you etc, etc.  
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[1.30 pm] 
I rang Merv Hammond.  I was in Queensland in November.  I had to pretend I was in Perth.  I 
would ring him and ask when the cheque was coming and he would say, “This afternoon.”  Then I 
heard a whisper through the carers that their Bunnings account had been cut off.  I thought that was 
strange, so I rang Merv Hammond directly and said, “Merv, what’s this I’ve heard?”  He said, 
“How dare you say that and spread that gossip.  It’s not true; it’s definitely not true.”  I said, 
“People have told me this, Merv, and why haven’t I got the money?”  He was very arrogant 
anyway.  I met him on a few occasions.  He was the headmaster of the school.  I said, “What’s this 
$250 000 loan that you’re supposed to be getting through?”  He said, “Michael said it had come 
through from the education department, but unfortunately they had put it into an old colonial 
account.”  There were so many stories.  That just about sums it up.   
The owners took over.  Michael eventually got them onside and said he would do leases and 
everything else with them.  That was in February-March and I originally resigned in 2006.  It was 
only about April this year that they woke up to him.  He changed all the locks and keys and the 
damage you see - I think you have been there, Ms Watson.   
The CHAIRPERSON:  I have not actually. 
Mrs Flaherty:  Did you not get in that day?   
The CHAIRPERSON:  No. 
Mrs Flaherty:  They absolutely destroyed everything.  There was not a wall or a door that was not 
damaged.  This was partly the reason why, when we went in originally, we put in the high prices 
because we wanted better cover for the owners.  I have a responsibility to the owners and I wanted 
to do the right thing.  Michael was talking about the kids getting Centrelink and reimbursing them, 
but that never happened.   
Another thing is that he gave me four LPOs for August 2005 and each one was $7 800.  The name 
of the school was Balga Senior High School and he signed it.  I thought, “Gee whiz, I have LPOs 
here.”  Every time I thought that something was wrong he would come up with another idea and 
Merv Hammond seemed to back him.  I tried to ring the education department to ask if we could get 
payment on this.  The education department said. “That is a different section; it has nothing to do 
with us.”   
Hon PETER COLLIER:  You rang the department, not the school?   
Mrs Flaherty:  I rang the school but I actually rang the education department and when I tried to 
get through I was told that Balga Works is a different operation to them.  I said, “How far can I 
go?”  I do not know a lot of people.   
Hon PETER COLLIER:  Can you recall who you phoned or which department you spoke to?   
Mrs Flaherty:  It was the department itself because somebody knew somebody in teaching.  I 
cannot remember.   
The CHAIRPERSON:  Can you remember when it was? 
Mrs Flaherty:  Michael did say to me after, “Do not put them through” - Laura just reminded me.  
He also signed, for whatever it is worth, YELP - 
Hon PETER COLLIER:  Who was YELP?   
Mrs Flaherty:  YELP was Young - he was MITS, he was YELP and several different things.  In 
the end I would address everything to everybody - Hurson Pty Ltd, and his de facto wife was part of 
it too.  I would send the accounts to Balga Senior High School, Hurson Pty Ltd, MITS - anybody 
who would possibly take note of it.   
Hon PETER COLLIER: YELP was one of his companies.   
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Mrs Flaherty:  Just one of those that it happened to be that week.  The thing is that he always gave 
me a reason for why it is now YELP.  That was his Melbourne thing.  He said he had done all this 
in Melbourne and everything else.  He told me he had used his own money.  Laura is reminding me.   
The CHAIRPERSON:  You said you made a phone call - it does not matter if you cannot 
remember who it was to - to the department. 
Mrs Flaherty:  Yes and I asked for the section, supply - that is what it was.   
The CHAIRPERSON:  It was one phone call?   
Mrs Flaherty:  I tried twice and they said they could not do it.  After I had finished with them, they 
gave me a few names of people but I did not process it.  I just wanted to my wipe hands of it.   
The CHAIRPERSON:  Do you remember roughly when that was?   
Mrs Flaherty:  Around end of 2005-06.   
Hon KEN TRAVERS:  When you spoke to the education department, did you mention that you 
had a purchase order?   
Mrs Flaherty: Yes. 
Hon KEN TRAVERS:  What was their response to that?   
Mrs Flaherty:  The person I spoke to in supply - that is where I was told to go - said, “Just a 
moment”, and went through to someone else and said, “It is not our section; we don’t have anything 
to do with that.”  They basically said, “Look, you will have to go back to Balga Senior High School.  
They’re the ones that answer that.”  They referred me back to Balga.   
Hon KEN TRAVERS:  Did you go back?   
Mrs Flaherty:  It was like flogging a dead horse.  When I went to Balga I got Michael Carton.  
Michael did not like me very much at that stage.  It must have been about January-February of 
2006.  He was trying to get me in other ways.  He knew I was on to him by that stage, if you can 
call it that.  I was awake up to him and was not going to take anymore.  By then he was not 
answering my phone calls or anything.  Merv Hammond was not any better.  He said, “If Michael 
says it’s going to come, it will come.”  They both led me, my husband and my accountant to believe 
that they had two $250 000 grants and then another $500 000 grant and all this was coming through 
from the education department.  I just had to hope because we were behind in rent.  That is it.   
Hon HELEN MORTON:  You talked about the local purchase orders with the signature, “M 
Carton”.  How do you know it is Michael’s signature?   
Mrs Flaherty:  Because he signed it in front of me.  He said, “I’ve got them here now.”  He came 
over to my place that evening and he filled them in there and then.   
Hon KEN TRAVERS:  Obviously at that point he was presenting himself as an employee of the 
Department of Education and Training with the authority to sign.   
Mrs Flaherty:  No, he always made me believe he was an individual setting up a new program at 
Balga high school and that the education department was in support of it as well as the Premier and 
dignitaries of the time.  When they turned up at these evenings, I thought it seemed very legitimate.  
I did not see Mr Carpenter, but once again Sue Gordon came to mind.  Everybody thought he was 
doing the right thing.  Merv Hammond told me also that they were going to get a grant.  It was 
always that this grant was coming but the education department seemed to lose it.   
Hon KEN TRAVERS:  How did he explain that as an individual he could sign a government 
purchase order?   
Mrs Flaherty:  He was buying stuff - televisions from Harvey Norman and Bunnings - to do what 
he was doing at the homes.  The gate he put in himself and he said a lot of it was his own money.  



Estimates and Financial Operations Thursday, 04 October 2007 – Closed Session – Session Four Page 5 

 

Then he said that the P&C wanted to get involved.  He said, “I haven’t got the money, I’ll write out 
the purchase order for you and you can wait a couple of weeks and you can cash it.”   
Hon PETER COLLIER:  You were actually paid?   
Mrs Flaherty:  Yes, we did get paid. 
Hon PETER COLLIER:  You were paid fortnightly?   
Mrs Flaherty:  No.  We were supposed to be paid on a monthly basis but we would wait two 
months before we would get paid and it was usually on a Hurson cheque.  We have kept all the 
cheques.   
Hon PETER COLLIER:  When you decided enough was enough and you walked away from the 
arrangement with Mr Carton, was there any rent owing to the owners?   
Mrs Flaherty:  Yes.  There was still a lot of money owing.   
Hon PETER COLLIER:   When you finished, was there still rent owing? 
Mrs Flaherty:  Yes, until I finished.  I did not finish until 31 March and there was no money paid 
after 25 December.   
Hon PETER COLLIER:  2005?   
Mrs Flaherty:  Yes.  He was about three or four months behind at that stage.   
Hon HELEN MORTON:  Did you have to make good to the owners - 
Mrs Flaherty:  No, the owners, in the end, went directly to Michael.  I made sure I paid them up to 
25 December.  We always had to wait a month to six weeks before we got the back pay.  It was just 
enough to keep them tided over - say it was six weeks when we got paid, that would cover four 
weeks previously and I was still two weeks behind but he would say, “I’m getting $10 000 this 
afternoon”, and nothing would come, so we would stretch it out.  It would be another six weeks.  
We were always two weeks behind.  The money I got at Christmas time, I probably got paid that 
late December.  It was just enough to cover us to pay the owners that money.   
I supplied a lot of stuff but we never got paid for that.  My main concern was that the owners were 
not out of pocket.  I had been to meetings at Nottinghill Street, I think I said before, with Merv 
Hammond, Michael Carton, the P&C, the owners and all of us and we asked what was happening 
and Michael went through the same stories again of how they are waiting on this supply to come 
through, and the owners believed him.  
Hon HELEN MORTON:  What happened to those fridges and TVs?   
Mrs Flaherty:  I do not know.  It was a year and a quarter later before I saw it again.  They 
wrecked all the furniture.  All the furniture was brand new when Michael went in.  All the owners’ 
furniture - there were bedspreads, mattresses and so on.  From my experience in the first house that 
was regarded as the crisis house, Michael would spoil the kids.  If the kids were naughty and 
stabbed the walls or ripped up the lounge, he would tell them off and then give them a mobile 
phone.  Looking back now, and I can only assume, I think he wanted to keep the kids happy to keep 
them there.  He would take me out and show me the work that he was doing.   
The owners wondered, too, what happened.  Michael had the grand master keys.  I had a key and I 
handed it back to the owners, but Michael would not let them in anymore.  He kept on saying he 
had insurance to cover the damages.  They had done everything from climbing through the ceilings 
and roof, and the walls do not have plaster on them.  The owners had to borrow something like 
$50 000 each to do up each property, plus the rent they have not got because it is unrentable.  
Everything that they had is absolutely ruined.  Michael let them do what they wanted to do.  The 
carers were not paid.  They stayed on as long as they could.  They had fridges and fridges.  He 
converted the garage into their food property - I think it was 4 Nottinghill - and he had stocks that 
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he got free from some food supplier.  The kids helped themselves.  Sometimes they did not have 
much to eat on the weekend.  I had to provide steaks myself.  I cannot think of anything else to say.   
Laura said that when the properties were first built in 2005 they were valued and then after Michael 
had been through with his students they depreciated by $30 000 and that was in the peak times 
when Joondalup was going up $100 000 to $200 000.  I can prove that with property sales we have 
made.   
I know that Merv said he was a saint at one stage and you would have thought that because of the 
way he acted and was so good for the kids, but in the end it was not.   
The CHAIRPERSON:  I refer to your understanding that Balga Works program had government 
backing.  What was the source of that understanding?   
Mrs Flaherty:  Michael.   
The CHAIRPERSON:  Only Michael?  Did anybody else give you any indication that that was the 
case?   
[1.45 pm] 
Mrs Flaherty:  Only Merv Hammond when I asked him.  I said, “What’s this money coming 
through?”  He said, “Michael’s right; it’s coming through” and “how dare you question me”.  As I 
said, Michael Carton said things like, “DET is supplying this.”  He would always have an excuse, 
that DET bungled the funds.  He name-dropped - he dropped Paul Omodei, he dropped Ripper, he 
dropped different names all the time.  He was very convincing.   
The CHAIRPERSON:  But there was no other independent verification that it was government 
backed?  
Mrs Flaherty:  No, it was the fact that he was at Balga that made me think it was education and the 
fact that Merv Hammond was there and he backed it too.  Half the jolly high school was converted 
to Michael Carton’s benefit.  He had his own offices there, he had his own secretaries and 
everything else.  I had no reason - naivety or whatever you want to call it.  I believed that it was a 
bona fide set-up.   
Hon HELEN MORTON:  Can you recall any other people who turned up there for meals -any 
ministers or any government officials, anybody other than Sue Gordon, whom you have mentioned, 
and Merv Hammond, whom you mentioned.  Any other people of that ilk?  
Mrs Flaherty:  No.  There was an Aboriginal gentleman, a couple of those, but I cannot remember 
their names.  I got introduced to Sue but they were all floating around.  There might have been 10 or 
12.  He had these every Monday night.  I did not have any reason to believe that.   
Hon KEN TRAVERS:  I am still a little unclear.  When you finished in February 2006, was the 
rent brought up to date by Michael at that point or when you finished was there money still owing?  
Mrs Flaherty:  There was money still owing.  That is why we were having the meetings.   
Hon KEN TRAVERS:  Did Michael pay you and then you obviously paid it to the owners?  
Mrs Flaherty:  Yes. 
Hon KEN TRAVERS:  If Michael did not pay you, did you still need to pay the owners?  
Mrs Flaherty:  No.  That is why I could see the writing on the wall.  That is why I said in February, 
“You’ve got to quit this.”  I said to the owners, “I advise you to evict him immediately and cut your 
losses and go.”  Michael wanted to have meetings with the owners without me.  From then on, they 
took on meetings.   
Hon KEN TRAVERS:  They took on the management directly themselves.   
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Mrs Flaherty:  Yes.  They had leases drawn up - commercial leases he was going for.  Anything I 
am saying now is just hearsay.   
Hon KEN TRAVERS:  When you finished, the money that was owing, it was agreed that the 
owners would seek to recoup that directly from Michael and you walked away from it?  
Mrs Flaherty:  I was trying to get January and February’s moneys and Michael and the P&C were 
worried.  They said, “You’re paying too much.”  That was not the concern.  The concern is we 
wanted some money through.  I had a commitment with the owners.   
Hon KEN TRAVERS:  Were the owners aware of the fact that they were getting above the market 
rent because there was this risk?  
Mrs Flaherty:  Yes.   
Hon KEN TRAVERS:  Your advice to them in February 2006 - 
Mrs Flaherty:  January. 
Hon KEN TRAVERS:  - was to terminate the lease but they got smooth talked by Michael.   
Mrs Flaherty:  Merv and all the others were there.  They suggested that they go on a commercial 
lease.  I think Michael had discovered another real estate agent because he was talking about taking 
over Joondalup with all these wonderful outlets for these students.  He was going to have a drug 
rehabilitation thing and everything else.  He went along and somebody said, “You can have a house.  
I can rent you a house for $400 a week.”  He thought then that he would be getting a bargain.  As I 
said, these homes were getting $650 a week for owners as it was.  I allowed another $100 for the 
owners to compensate them for the risk factor.  My intention also was to do any maintenance and 
we had also supplied out of Brooke Stone’s pocket weekly cleaners, come once or twice a week, 
three times a week if it was necessary.  Because we were not getting the funds, eventually I had to 
stop doing that.  They would have faeces all over the floor.  It was really quite disgusting.  I 
reported it to Michael.  He blasted the carers, but that is a sideline.   
Hon KEN TRAVERS:  You made a comment earlier that by that stage you were on to him and he 
knew you were on to him.  What do you mean by that?  
Mrs Flaherty:  I felt that he was conning us.  There was something crooked going on.  The 
education department did not want to know me.  Michael Carton was not paying.  As I said, I had 
nine bounced cheques over that time.  Then he started getting funny with me.  He would tell me one 
side of the story and then tell me another story.  I knew he was lying about other things and I 
thought there was something wrong here.  He wanted to get the owners to get onto the 
Professionals.  He wanted them to get a cheaper lease, a rental agreement, and he wanted to bypass 
me.  I was quite happy.  I had had enough stress.  I said to the owners, “This is not right.”  The 
ceilings had caved in at that stage and he had not done the work that he was going to do.  “This man 
is not going to come up with the goods; it’s been too long.”  But the owners believed him.   
Hon KEN TRAVERS:  At that point did you still believe he was government backed?  
Mrs Flaherty:  I thought it was something to do with Balga high school.  When the parents and 
friends were involved, I could not understand why that was happening.  Up until Christmas 2005 I 
believed that the education department was happy about our having it but they were fumbling with 
the funds.  He said he was putting in his own funds, that he had spent $2 million of his own money 
waiting for the funds to come through.  He would say the funds came through and then they would 
disappear.  By that stage I was so desperate to try to get the owners and myself out of it that I didn’t 
really think whether it was the education department or not.  They told me it was a different area.  
At that stage, I did not know.   
Hon KEN TRAVERS:  By that stage, you thought there was something horribly wrong.   
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`Mrs Flaherty:  Something horribly wrong and I did not need to know anymore.  I do not know 
what he was up to.  I learnt so much about the man in the last month that I just do not know 
anymore.   
Hon KEN TRAVERS:  Did you express those reservations to the owners?  
Mrs Flaherty:  Yes.  They knew because I would be saying, “I’m sorry you haven’t got your 
money this month.  It’s coming, it’s coming.”  I put that through to him.  As I said, the owners 
talked to the three of them too, the same as me.  That is it.   
The CHAIRPERSON:  Thank you very much for your time.  I appreciate you coming in, both of 
you.   

Hearing concluded at 1.52 pm 
 


