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THE REGISTRAR: Yes, Mr Kulevski, what’'s happenitings morning?

MR KULEVSKI: Registrar, my anticipation is thaevshall finish with Mr
Nicodemou within, say, an hour or an hour and & hal

THE REGISTRAR: Yes.

MR KULEVSKI: And then we will call Mr Castrisosyho should take the balance
of the day and possibly spill over.

THE REGISTRAR: All right.

MR KULEVSKI: Perhaps, Registrar, before we catk Mr Nicodemou, if we
could — we’ve received some communications fronr waff, so perhaps if we
could just confirm some dates, because we understan some dates have been
unexpectedly taken away from us, and we haven’thasew dates confirmed.

THE REGISTRAR: Just let me have a look. Yesm8&ihing has come up in the
beginning of March, I think, that has - - -

MR KULEVSKI: Yes.

THE REGISTRAR: Not only myself but all the othregistrars offline for a couple
of days or possibly even longer, Mr Kulevski. Wadhe next date for this ongoing
examination?

MR KULEVSKI: So it would be 16 February, next Bawy the next one.

THE REGISTRAR: That's good. That's confirmedesy

MR KULEVSKI: Yes. Then we understand 15 Marchswiaken away.

THE REGISTRAR: Yes.

MR KULEVSKI: And potentially replaced with 12 Ajhrbut we haven’t had any
confirmation of that.

THE REGISTRAR: Let me see what else is there.
MR KULEVSKI: So then the next day is 22 March.
THE REGISTRAR: Well, 22 March is fine.

MR KULEVSKI: Yes.
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THE REGISTRAR: That's okay. So is the next datépril not a suitable date for
you, Mr Kulevski?

MR KULEVSKI: No, it’s not that it's not suitablelt just has not been confirmed
by your staff as being available.

THE REGISTRAR: 1see. Allright. Well, let melltyou what | can also do. Just
give me a moment. At the moment, Mr Kulevski,aluywanted an earlier date, 5
April is currently available. But let me just clkemomething.

MR KULEVSKI: Can | could raise something with..with you while you're
checking.

THE REGISTRAR: Yes.

MR KULEVSKI: So after Mr Castrisos, next week wel be with Mr Johnson.
And then we will have Mr Parker and Mr Bart, whe ar many respects the
witnesses that will take the most time and havelpced the most documents.

THE REGISTRAR: Yes.

MR KULEVSKI: They are very keen to sort of loaktheir dates. So what | was
going to suggest to you, Registrar, is in orddatilitate their availability and the
court’s processes — that we shall require one éudlay, and then that will, we think
at this stage, wrap up everyone without neediragfourn generally for six months
afterwards.

THE REGISTRAR: 1see. Allright. At the momejust to confirm — so today is
the d". We're proceeding today.

MR KULEVSKI: Yes.

THE REGISTRAR: 16 February is confirmed.

MR KULEVSKI: Yes.

THE REGISTRAR: If you wanted additional time, Mulevski, | could give you
the afternoon of the #3at the moment, 23 February, if that was somettiiagyou
wanted to schedule .....

MR KULEVSKI: We think, given what we’ve alreadgltl the witnesses about
when they would be expected, that it's probablydreb keep 16 February, 22

March, which is locked in, we understand.

THE REGISTRAR: Yes. Yes, 22 March is good.
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MR KULEVSKI: And then your staff have checked lwits whether we’re
available on 12 April. If we could confirm thatewvould be grateful. So it was
suggested to us that the - - -

THE REGISTRAR: Yes. I'm just checking anotheinththat — | have another
commitment that has come up. I'm just double-chegkhat date has not been
ticked. No, that’s all right. That's from 16 MaWll right. So that what was the
date in April?

MR KULEVSKI: So we were told 23 February had besoved to the — sorry — 15
March had been moved to 12 April.

THE REGISTRAR: Well, let me lock that in now, Mulevski, so there’s no doubt
about it. So — all right. 12 April is confirmedw, Mr Kulevski.

MR KULEVSKI: Thank you, Registrar. Perhaps thiewe could accede to your
offer for 5 April, then that would neatly tie evéning up.

THE REGISTRAR: So the full day on th® $ou require as well, Mr Kulevski.

MR KULEVSKI: Yes. So the dates we’ve just beéiftsrg around are the three
dates we had anyway, but just been moved aroutldebgourt, and then the one
additional day. If we could inquire as th& $would be most grateful.

THE REGISTRAR: | have it listed on 7 April. Isat no longer —no. Sorry. I'm
reading the wrong — beg your pardon. I'm readnognfthe wrong screen. Yes. 5
April. T will just — and that, you say, should befficient time, Mr Kulevski, to
conclude everything.

MR KULEVSKI: We hope. It depends on how quickie main witnesses get
through their documents, Registrar, and if afteatnthey say any of the present
witnesses need to be recalled. But as you careaigpe, we're moving very quickly
through a vast array of documents, sort of cullesht as it is.

THE REGISTRAR: All right. Well, on those two @at Mr Kulevski, 5 April and
12 April, I've scheduled this ongoing examinatieorh 10.15 to 4.15.

MR KULEVSKI: May it please the court.

THE REGISTRAR: So you have now four dates, 16riraty, 22 March, 12 April
and 5 April.

MR KULEVSKI: Thank you, Registrar.

THE REGISTRAR: Any other housekeeping things,KWitevski, at this stage?
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MR KULEVSKI: No. No. Thank you, Registrar. Mfe could recall Mr
Nicodemou, please.

THE REGISTRAR: All right. Is he represented tmsrning?
MR KULEVSKI: | haven't seen my opponent, but Idanstand he’s outside.

THE REGISTRAR: Right. Okay. Mr Kulevski, thehet thing administratively |
need to do is — | will take the usual lunch breakich is what we did the last time.

MR KULEVSKI: Yes.

THE REGISTRAR: Say from about 1 to 2.15.

MR KULEVSKI: Yes.

THE REGISTRAR: But at 3.30 I need to go off trenbh for about half an hour to
deal with another court-related matter. But | gaue you another half an hour
beyond that, if necessary.

MR KULEVSKI: Unfortunately, Registrar — thank ydout that's unsuitable for
me, because | have a longstanding commitment tondtraa matter from the
Victorian Court of Appeal at 4.20.

THE REGISTRAR: All right. Okay.

MR KULEVSKI: So perhaps - - -

THE REGISTRAR: We may have to pull up stumpstahrlier then, if that's the
case.

MR KULEVSKI: At 3.30, yes. Yes. Thank you, Rsiar.
THE REGISTRAR: Allright. Okay. Yes. Where'srMicodemou? Yes, Mr
Nicodemou, you're back in court. | need to giviake the oath or the affirmation as

you did the last time.

MR NICODEMOU: Okay.

<COSTA ANDREW NICODEMOU, SWORN [10.36 am]

THE REGISTRAR: Thank you. Take a seat.

MR M.J. STEVENS: If it please the court, my nam&tevens. | appear instructed
by Somerset Ryckmans in the interest of the witndsdNicodemou.
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THE REGISTRAR: Yes. Thank you, Mr Stevens.

MR KULEVSKI: Mr Nicodemou, you were here last ieer examination, and |
think at the time | had gone through the relevéepsthat take place. You
understand, and you remember what | indicated befetYes, | do.

If there’s anything of issue and you think it magd you to be liable for a civil
penalty or a criminal matter, then you need totkayword “privilege” before. That
doesn’t protect you if what you say turns out tddise later on?---Okay.

But you're represented by Mr Stevens today anywayhe will raise any necessary
objection, and | will deal with it accordingly?--k@y. Thank you.

Mr Kulevski, can we continue?

MR KULEVSKI: Thank you. Registrar, perhaps if amgtructors could hand Mr
Nicodemou back his folder of documents.

THE REGISTRAR: Yes.

MR KULEVSKI: His folders of documents.

THE REGISTRAR: Was that marked previously? hkhit was, wasn't it.
MR KULEVSKI: Yes.

THE REGISTRAR: Yes.

MR KULEVSKI: 2A, 2B and 2C, Registrar.

THE REGISTRAR: Yes. Allright. And just to camf, | think there was a report
which we said was —the ..... became exhibit nurBbarasn't it.

MR KULEVSKI: Yes, Registrar.
THE REGISTRAR: Or MFI number 3.
MR KULEVSKI: Yes, Registrar.

THE REGISTRAR: All right. Thank you.

<EXAMINATION BY MR KULEVSKI [10.37 am]

MR KULEVSKI: So, Mr Nicodemou, we went througheteubstance of the
examination last week. We will just take you thghisome of the balance of the
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documents, and as | — you weren't here, but | tteédregistrar we hope not to keep
you for much longer than an hour or an hour andlatbday?---Okay.

Mr Nicodemou, could | take you please to volumd fhat folder and ask you to
turn to tab 61?---Yes.

Excuse me, Registrar. Just get a copy for mydiien
THE REGISTRAR: Yes.

MR KULEVSKI: If I could ask you to read that dauent to yourself, Mr
Nicodemou?---Yes.

If I could take you to point 2. Now, this documevds sent to you by Mr Bart, was
it not?---Yes.

Did you check — independently assess the mattdteidocument, or did you accept
the figures at face value as you indicated lask®eeSubsequently there were
valuations that were provided, from memory, forreeategory of asset or a basis on
which they were valued, which was annexed to tperte

You didn’'t independently check those valuationsutih, did you?---No.

And was it actually — you see that in point 2 gs&Ne are seeking an external
valuation or at least a validation of our methodglo Do you recall which of those
two options was chosen?---1 believe a valuatioomfmemory.

So an actual valuation was conducted?---1 thougkas a valuation that was
obtained.

And you had no reason to doubt or not doubt thetFeat the net book value of the
inventory had been reduced significantly from 8i8iom to 3 million, did
you?---One of the assumptions in the report waswieaaccepted those figures that
were provided.

Yes. So like on every other figure, you've justeated the assumption. Is that
correct?---Yes.

And basically your evidence is still, correct, isit'not, that effectively your task was
principally mathematical, in the sense that thargg came in and you put them
out?---Yes.

Yes. In relation to — if | could ask you to takauy attention to point 3. The trading
loss liquidation scenario — the liquidator woulddaat least $2 million trying to run
the business down and would probably charge $iamiih fees. Did you check
those assumptions at all?---No, | didn't.
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And you hadn’t — did you have any basis for thirgkihat such a large projection

was in any way justified?---1 don’t think in theaysis that | undertook — | don’t
think we actually put those figures in. | think weade a comment that in the context
of a liquidator running such a business there whel@osts associated with that. But
| don’t think we — from memory, | don’t think wetaally said they’re going to be —
we quantified that.

| understand. Thank you very much, Mr Nicodemdu.could then ask you to turn
to tab 62?---Yes.

So that’s an email — if | could ask you just relaat temail to yourself and the
attachment?---Sorry. Did you refer to an attachihen

Yes. It's under the same tab. You will see that¢’s two attachments, the
document — and we’ve separated them. As yourli@msprovided them to us, and
we’ve separated them by the red insert?---Yes.

Now, these are the extraordinary items essen@allthey — extraordinary
transactions essentially as they appeared in yoalrfeport, are they not?---Yes.

And both the description of the transactions amdr flastifications or their notes
were provided to you by Mr Johnson, were they netes.

And you had no occasion to independently assesthethany of the notes were
correct, did you?---No.

And that’'s because it wasn’t part of the scopeairyproject, either financially or
instructions. That's correct, isn’t it?---Yes.

So you have no way of knowing whether any of thasgfications you received for
the — or the description of the extraordinary teati®ns were, in fact, correct or
justified, do you?---No.

Thank you, Mr Nicodemou. If | could then just g&lu to turn to a slightly different
version of that document behind tab 63. If | coast you to turn to the second
attachment, behind the second red insert?---Yes.

Could I ask whose handwriting that is on that doenmf you know the answer to
that?---1 don't.

Is it your handwriting?---1 don’t believe so.

Thank you. So, Mr Nicodemou, if | could just yaugkip forward then to tab 85,
please. | will try and get through this reasonaplickly?---Yes.

Could I ask you to please, if you're able to, fiet me whether — is that your file
note?---No. That's Robert Garofano’s.
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Yes. Now, could you — can | take your attentiopomt 2 on that page where it
says, “sale of business”. Which employees woulthken — is that how you
understand that to read?---Yes.

And then is the next line, “assume the value of leyge liabilities” being taken
across is 60 per cent of liability will be takenamd 40 per cent of the liability will
remain with BTT?---Yes.

And that’s dated 23 May. Do you know if you weregent on that — either that
attendance or that phone call with Penny and Mofaan?---No, | — | believe it was
a phone call and, no, | wasn't present.

Now, did Mr Garofano speak to you about any commafions he — as a general
rule, did he speak to you when he had communicatiath a client?---Generally, he
would have updated me on a regular basis - - -

Yes?--- - - - as the matter progressed.

And did you understand at this point that the ¢ligas considering a sale of the
business to actually be a transfer of the busifiess the current Bruck entity to the
new entity that would be controlled by the same aga@ment and would just take 60
per cent of the employees?---Yes. It was one@bittions that they were
considering.

Yes. So it wasn't really a sale per se in thaseewas it? It was more of a
restructure where the transaction would involvedingent business — the best bits of
the current business being taken across to thebneimess?---1 believe it was a still

a sale, but purchasing certain assets.

Yes. And the heavy redundancies being left inetkisting business; is that
correct?---Some — some employees being left intharexisting business.

And then perhaps the last line:

The liability with BT for accrued rent will be leftith BTT and purchaser will
have low rate.

Could you please explain what that means to ymufre able to?---No, | don’t

know what that — | don’t know what the second lneans. Liabilities — there’s — the
landlord under the lease was an unsecured crediod. that — that liability was not
transferred, as | understood it, under the arraegeémBut | — I’'m not what that
second line .....

But the landlord was, as we discussed last weedated party; was it not?---Yes.
Yes.
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Thank you. If I could then ask you please to tleesecond of those folders. If |
could ask you to turn to the first tab, tab 91rhRaes, if you could help me with the
cover sheet. This seems to be a, sort of, ofpseliuseems to be from Mr Garofano
to Mr Garofano’s Hotmail account, copied to samepaat from which Mr Garofano
has sent the email; is that correct?---Yes.

Could you explain why that may have occurred, i k@ow. Is that some sort of
firm practice or - - -?---No, | — | = I'm — I'm oglguessing, but | assume he may
have been on leave for a day or two. And at the titnvas — the system that we
were running did not permit a log-in outside. ll—I can only assume that he was
doing some work either on the weekend or whilsivhs on leave.

I understand. Perhaps, if we could then take ttaetament behind the red insert.
And this seems to be a further analysis of whatwilecall the new option 3, does it
not?---1 don’t quite understand the question.

Perhaps, | will ask you this first. | withdraw thaestion. Is —who prepared this
document?---1 — I'm not sure. It doesn’t have daesn’'t have any reference or file
reference on there, so - - -

Was it a document prepared by BRI Ferrier or wasdbcument prepared by the
client?---1 — | suspect it was prepared by — by &glbut | — I'm not certain.

I understand. Now, we discussed last week, ditiote- or you gave evidence last
week, | should say — | apologise — that Mr Bartareeally considered either options
1, sell the business of BTT as a going concerwji] down the operations of BTT
— | withdraw that, sorry. With — you gave evidetast week, did you not, Mr
Nicodemou, that Mr Bart had effectively ruled oayaptions, other than the
transfer of part of BTTs business to a relatedgnfiBTT — is that not correct?---1 —
I’'m not sure what he ruled out or — or did othemwis

But you did — you gave evidence last week, did yoy that he didn’t think any
other option would be viable?---He thought thai@pt- buying part of the business
was a viable option, but | don’'t know if he didttiink any of the other options were
viable or what else he was thinking. | don’t know.

Well, did we — did you not give evidence last wéekt the option you've described
as the viable option was the only viable optionduse that was the only option that
the landlord would give consent to operate the Best - -?---Yes.

- --on?---Yes. |did.
Yes. So even at this stage is that not corretiMindart was communicating to you

that he thought that the option discussed heretmeamost viable option moving
forward?---Yes.
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And ultimately it would be his decision to make,ukdn't it, because he was the one
both providing the funds and in ultimate controtioé group?---Yes.

If I could take you to the third page, and to teead dot point on that page you will
see the following words:

In the event that the company undertakes a sdbegsihess it is expected that
BTT will endeavour to utilise income received fidfrand C...

And could you remind the court of what W and C ar¢Believe they were the
earlier abbreviations of the earlier structure thias potentially going purchase the
business.

And they stood for?---1 don’t remember exactly wtredy - - -

Was it wages age - - -?---1 think it was — no.ohd think so. I'm not sure. It's
probably in an earlier version in some corresponden

So:
...income received from W and C for hire chargestsfy the liabilities
incurred by the balance of BTT’s labour force. Hwer, in the event that BTT
is placed into liquidation after the sale of thesmess W and C the government
department will only be required to assist withp# cent of the company’s
employee entitlement liability as opposed to almbsiot, 100 per cent.

?---Yes.

Could you please explain what that means to thet2etl don’t quite understand the
earlier part, but in terms of the last couple né$§ | think what — what it means is
that under this sale the shortfall to employee¥iper cent as opposed to 100 per
cent if the whole business was to go into liquiokati

So is it true that what the note is suggestingas the government will have to pay
for 40 per cent of employee redundancy liabilitrestead of 100 per cent; is that
correct?---Yes.

And when it says “assist with the liability” whdie note is conveying, is it not, is
that the transfer of the — or the sale of the lessrto related parties with the same
management will end up with the business beingl@iab an ongoing basis and with
only 40 per cent of the liabilities being left imetold business; is that correct?---I
don’t believe that's what that point says.

Well, what does it say then?---1 believe it's -sitalking about what the likely
shortfall is in terms of employee entitlements.fdf example, the employee
entitlements were $100 there would be a potenigéin; or a shortfall in entittements
to the value of about $40.
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So haven’t we established on a number of occasi@ighe only way this business
IS going to be sold is to a related party withshene management?---Potentially,
yes. Yes.

And so doesn’t the note say that the effective athge of that structure is that the
government only has to assist with 40 per cenhefiabilities instead of the
assumed 100 per cent if the business goes undée3:--

So the transaction that has been contemplated trath&fer — the sale of the business
to related parties with the same management hasphgen place to alleviate an
inflexible EBA, is that not correct?---Could yoxmain that further?

So we discussed last — you gave evidence last wigkkpu not, that the prime
driving consideration for this was the inflexibleterprise bargaining
agreement?---Yes. Yes.

And so therefore what the note is indicating, isat, is that the advantage of the sale
of the business to a related entity with the sararagement is that the business can
continue as a viable entity while avoiding onlypH) cent of the employee
entitlements as opposed to 100 per cent if it ifong viable?---Yes.

Thank you. If | could ask you to turn to tab 1p®&ase, Mr Nicodemou?---Yes.

Did Mr Garofano tend to as a general rule copy gowll emails he sent to the
client?---Predominantly the more important emails- ges. But in terms of
exchanging with some of the staff to gather infaroral wouldn’t have been on all
those emails.

And is that principally because of the costs caists in this matter?---Not only cost
constraints, but also — there wasn't a requirerfeanie to see that level detail.

So there’s not practice at the firm where people aten’t directors or partners, to
use a general expression, are required to gettagpar director to sign off before
they send emails - - -?---Not - - -

- - - to the client?---Not on every email. No.

All right. And who'’s — who makes the judgement@svhat requires a director to
sign off? Obviously the person sending the emalN®s. Unless the partner or
director specifically requests that of — of thattigallar staff member.

Yes. Thank you. If | could ask you to take thbstantive part of the email below a
third of the page:

Hi Ron. It is my understanding the infantry magou’ve provided relates to a
working paper that had been internally prepared®3yl based on a valuation
model provided for another entity in the past.
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Do you see that?---Yes.

Are you aware of what they were talking about attime?---I think ultimately they
did get a valuation, or it was our suggestion thay get a valuation, but | believe
what they did was they had a valuation for someroémtity and there was a basis of
which stock, for example, was valued based onatare. So for example, if it was
incomplete stock they would throw a ballpark figatet of five cents in the dollar or
10 cents in the dollar, or something like that.

Right. Is this another entity in the same indugriy, or - - -?---1 don’t know. |
think it was another entity in the group, from mewo

That also manufactured clothes and - - -?---Pogsibl
- - - such material?---I'm not 100 per cent certamthat.

I understand. Thank you. If | could then ask ptease to turn through to 110 — tab
110?---Yes.

Now, is — Ms Rizita Anges: is she Mr Bruck’s PARAr Bart’s.
Mr Bart’'s PA, sorry?---Yes.
And you will see that the email says:
Please see report with various amendments. Lettuds in the morning.
?---Yes.

If I could ask you to turn to that report. Nowatls a draft of your report, is it
not?---Yes.

And you understood that the tracking — the Micro¥@brd tracking, are they
changes made by Mr Bart?---1 don’t know if it's art, but someone from his
organisation.

And so it's not tracking obviously of BRI Ferriés,it?---No.

And you will note the document is still called pneihary review of restructuring
options. That’s correct, isn't it?---Yes.

And the reason why it’s called the preliminary mwviof restructuring options is
because what you were asked to do was figure eutdht way to restructure the
current business so that it could continue forwanghat was told to you was a
viable way; is that correct?---No. What we weskel to do was assess the four
options that were discussed and how that impaatatiedifferent category of
creditors.
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Yes. | understand. And we discussed last weekweinot, that truly the one
restructure was the sale of part of the businefisetoelated party with the same
management; is that not correct?---Yes.

Yes. Because the others aren’t restructuringtheg?---No.

Thank you. And if | could take you to the execatsummary. If you see in the
second paragraph it says Mark Foy’s. Now, Mark’'§&@ya company further up in
the group, also controlled by Mr Bart; is that notrect?---1 believe so.

Now:
Mark Foy’s has made it clear to the board —

now, could you tell us who was on the board attilme?---I couldn’t. | know that
Mr Bart was on the board, and also - - -

Mr Parker?---Mr Parker. | couldn’t tell you whaselwas on the board.

So effectively the email is saying a company cdlgdoby Mr Bart has made it clear
to the board, who has as a member of it Mr Bartthat correct?---Yes.

So:

Mark Foy’s has made it clear to the board that,jsabto a budget
demonstrating that the business can return to smiafitability that it enjoyed
in the past in the very short-term, then BTT cdy o@ ongoing support from
its shareholder and related companies.

Now, its shareholder — Mark Foy’s shareholder isndtely Mr Bart; is that not
correct?---Yes.

Entirely so?---1 haven’t conducted a company setoday that, but | understand he
controls that entity.

But you knew at the time, did you not, that Mr Bamvhatever the various
companies were, they all ended up with Mr Bart eire sole shareholder once it
got to the top of the group; is that not correct?lon’t know if he’s the sole
shareholder, but | know he had controlling intesestthose entities.

Yes, thank you. And so when it says that BTT &y on ongoing support from its
shareholder and related companies, ultimatelytiagta decision for Mr Bart alone,
wasn't it?---What one, that — yes, yes.

And so really, | mean, it's a — the addition to yoeport or the amendment to your
report is framed in a complicated way, but realig;t it just saying that Mr Bart has
made clear to the board, on which Mr Bart is a memniinat BTT, controlled by Mr
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Bart, can rely on ongoing support from Mr Bart aadnpanies controlled by Mr
Bart only on this basis? Isn’t that a fair readingNot to the context that those
various entities that you referred to have theindwward structures and management.
I don’t know how they make decisions. If he ihargholder of an entity, or a
majority shareholder, but he has appointed fivedozembers, for example, and
those board members vote however they want toteadescharge their obligations,
that may not be the case. But if he controls thmseds or, for example, he’s the
sole director of those companies, well, then, yes.

And when you say controls those boards, how dongean controls those
boards?---By virtue of the fact that he is the Hvikere isn’t a board; he’s a sole
director of those entities.

Now, see one of the first occasions in the nexagaph, it says:

The board of BTT has asked BRI Ferrier to providaricial advice in relation
to BTTSs restructure options.

“Restructure” has been crossed out. Was it exgthio you why “restructure” was
crossed out?---Not that I recall, no.

Were you at some time told that the reason whytfieture” — that these papers
were no longer going to be presented as a resteutbbecause GEERS or FEG
would look unfavourably on the use of those worddiscussing the various
options?---No.

You were never told that?---Not that | recall, no.

Why did you choose to start removing the word ‘mgstture” or the word
“restructuring” from your documents?---They wereesmdiments that were put
through by the client. | didn’t see an issue wite amendments, and we accepted
them.

If I could then ask you to turn to tab 113. Nowuywill see that on the front page
the word “restructuring” is circled?---Yes.

And that’s the word that ultimately goes, is it ffobm the cover?---Yes.
So I'm going to ask you the question again: wasjastification provided to you as
to why the word “restructuring” was constantly lenremoved from your draft

reports?---Not that I recall .....

So then perhaps if we turn through to tab 117,thatls an email from Mr Garofano
to Mr Bart copied to you; is that correct?---Yes.

And to Mr Johnson, | apologise?---Yes.
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And so did you understand at this point that MrtBes making the ultimate
decisions on the changes that were being made teegort?---1 know that the draft
reports were being sent to Mr Bart, but also odmployees of the company. |
know that he was involved in reviewing or makingueges, but | don’t know which
changes he made as opposed to someone else.

Thank you. | understand. Now, perhaps if we gtklia the — so go behind the
attachment to that document, the colour attachiehind the red tab?---Yes.

And if I could ask you to turn to the second subtt@ page headed Background,
8676 in the top right-hand corner?---Yes.

And if | could ask you to go down to the seventhwen't call it a dot point — wedge
point?---Yes.

And you will see the change there that, due toowarifactors, which — we discussed
last week, did we not, that those factors, if theye important at all, were nowhere
near as important as the inflexible EBA?---Yes.
You gave that evidence last — that’s correct, igRt-Yes.
And so you will see the phrase:
BTT needs to —
“restructure” is crossed out, and it's changed to —
rethink its operations in order to revive its ptability.
?---Yes.
Now, was that change made by you or - - -?---No.

- - - by someone at the client?---Someone at tieatcl

And were you at that stage informed that “restrietwas a dirty word to be using
in this report?---No.

And then if | could ask you to turn to tab 119patlier draft of the report. Do you
have that?---Yes.

Could I ask you to turn to the fifth page. In tbe right-hand corner you should
have the number 8744?---Yes.

And you will see that the first wedge point on tpage, the comment is made:

A review of BTTs —
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then a grammatical error —
the restructure —
crossed out —
options —
and changed to —
identified for BTT moving forward.
Is that correct?---Yes.
And is that a change made by the client or madgoln?---1 believe it's the client.

And still at this point, are you being told why twerd “restructure” is conveniently
being taken out of your draft wherever it appearbl®, not that | recall. A lot of the
changes were made between Robert and the cliahylamately he would come

and see me and say, “Well, we need - well, thegiwggested a number of changes
to the report.

I understand. So it was never discussed with yas, it, why the word “restructure”
was disappearing from the report?---No.

No. But we've discussed, have we not, that theueture was really the only viable
alternative, given the considerations about confegrihe lease only be given to a
related party; is that correct?---Yes.

Yes. If | could ask you — any of the highlightdthoges in here, the yellow mark-
ups: are they mark-ups representing changes hglie?---1 believe so, but I'm
not sure who highlighted those changes, reasomgls@me things are crossed out
and then some things are highlighted, so I'm nog sthy there’s two different
amendments.

Is it possible that what happened is that the chamgere made by the client in terms
of the tracking and then Mr Garofano highlightecheoof the options, some of the
changes and some of the documents — some of teepmlits that might need to be
discussed?---Yes, that is possible. Yes.

Is that a practice that prevailed on the matteNdtnecessarily. But it could have
been.

The only reason | ask is in my experience — anselage just my experience, so I'm
asking if there’s an experience on your matterteritls to be officious types like
accountants and lawyers that do the highlightinthefdocuments. Clients don’t
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generally tend to go to that level of detail. Wibthat have been true in this
case?---It may have been, yes.

If I could ask you to turn to tab 123?---Yes.

Now, that’s a file note for this client, is it nett is.

Dated 2 June?---Yes.

And is the file notes of a meeting, is it not, arsltaken by Mr Garofano?---Yes.

Now, the attendees — who’s MB? Or is that “meétifld TG ?---That's meeting
with - - -

Yes. So meeting - - -?---CN.
You? Is that you?---Philip Bart and Mark Ryckmans.
Mark Ryckman is who?---He’s a solicitor.

Who was he the solicitor for at that meeting?--iBgithe course of this work there
were a number of items that we raised in term&®@iecond part of the report, some
of the extraordinary transactions. In the repatauggested that Mr Bart should
actually go and seek some legal advice on someogkt

For the company. That’s correct, is it not?---Yes.

Mr Ryckman was not there for Mr Bart personallye viias there for BTT, wasn’t
he?---1 introduced the two of them, and that wasrtteeting to introduce them. |
don’t know what happened subsequent to that meetihg was retained by the
company or Mr Bart personally.

But he was there to provide advice on what the @mshould do?---No. He was
there to — Mr Bart wanted to talk to an insolvesolicitor about some of the
transactions, given that we had said in our rejpatt he should seek legal advice on
them.

And just for completeness, Mr Ryckmans is the golicepresenting you today. Is
that correct?---Yes. Yes.

Could you please read out — so obviously — sodryst for completeness again. This
Is a meeting — this file note is accurate. Youemamesent at this meeting?---Yes, |
was.

Could you please read out the second dot poigigufre able to, please, read out to
the court?---Sorry. “MR, Mark Ryckmans.”
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Yes?---“Doesn’t” - - -

“Believe”? Is that “believe™?---“Believe” — posdé— “it” - - -

“Likely”? Is that correct?---I'm not sure.

“Mr Ryckmans does not believe it likely a liquidateould be”?---“Funded”.
Yes?---“To" - - -

“‘Reverse™?---Yes.

“Transactions™?---Yes.

“Of the sale of business”?---Yes.

“In December '13"?---Yes.

So that was advice you received at the meetingpWwigsthat you don’t have to
worry about the transactions because it's unlileliguidator would ever investigate
them?---At that meeting that we arranged, | ranugh some of the items that we
discussed, and | believe that Mr Bart should obdaimme legal advice on them.
Yes?---At a high level | believe that's somethihgttMark said.

The advice at the meeting was “Don’t have to watngut the transactions in any
event, because it's unlikely a liquidator wouldfbeded to investigate them”. Is that
correct?---That would be one of the impedimenttho$e transactions, yes.

So impediments to the transactions being invegdiat-Sorry. Yes.

Yes. And then the next line: it says “budget nmgein two weeks with” — is that
“Rob” or “board”?---1 assume it's “board”.

MR O’'LOUGHLIN: Registrar, | just have a concerarl that we’re waiving
privilege of the client.

MR KULEVSKI: | don’'t know what's happening herédon’t know - - -
MR O’LOUGHLIN: Of Mr Bart.

THE REGISTRAR: Who at the bar table is addressiegfor — on behalf of this
examinee? | don't appreciate — who are you?

MR O’LOUGHLIN: | act for Mr Bart in these matterdAnd I'm concerned that
some of the matters that are coming out here ixadg Mr Bart.

.NSD619/2015 9.2.16 P-19 C.A. NICODEMOU XN
©Commonwealth of Australia MR KULEVSKI
Henry Davis York (NSW)



10

15

20

25

30

35

40

45

THE REGISTRAR: Sorry. You are who? | didn’t getur name.
MR O’'LOUGHLIN: Mr O’Loughlin.
THE REGISTRAR: Yes.

MR O’LOUGHLIN: And I just want to put on the rebthat there’s concerns here
that this is a waiver of Mr Bart’'s — of advice ta Rart, not to the company.

MR KULEVSKI: This is extraordinary, Registrar.ablthere been any evidence or
any justification presented by my friend, whoeverid for the fact that Mr Bart had
a retainer with Mr Ryckmans in a personal capadtiyng this meeting?

MR O’LOUGHLIN: I'm just raising the concern thtitere may be a privilege issue.
We have not inspected these documents today. btrdéimou’s evidence is that the
advice was being provided to Mr Bart.

MR KULEVSKI: Could I ask that the witness be eged for this .....

THE REGISTRAR: Mr Nicodemou, you might just stajgside and take a seat.

<THE WITNESS WITHDREW [11.20 am]

THE REGISTRAR: Yes.

MR O’LOUGHLIN: Registrar, | apologise if there ibeen any, you know,
speaking out of order, but | just want to ensued there is no waiver of any
privilege that belongs to Mr Bart.

THE REGISTRAR: The line of questioning from Mr Kuski — was it going down
that path, Mr Kulevski?

MR KULEVSKI: For a start, Registrar, before .even get to that, my friend
presents no evidence that at any point — and lsef@cMr Bart. So if anyone is to
know whether this was personal advice provided b\Bistt — to Mr Bart, it should
be him. Now, no privilege has been claimed ondioisument by Mr Ryckmans.
MR O’LOUGHLIN: Well, it's not Mr Ryckmans’ priviége to claim.

MR KULEVSKI: He'’s the solicitor.

MR O’LOUGHLIN: That's the client’s privilege.

MR KULEVSKI: And who's the client? The client ieke company in liquidation.
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MR O’LOUGHLIN: Well, the concern that had led neecome up and voice the
objection is Mr Nicodemou'’s evidence that it wasiae to Mr Bart.

MR KULEVSKI: Well, it's not — first, it's not whiahe said, and secondly, if anyone
is to know and prepared to warrant to this couat this was advice to Mr Bart, it
would be Mr Bart’s solicitor.

THE REGISTRAR: Mr Stevens, did you want to sagsthing?

MR STEVENS: Well, | was just going to say that,lainderstood Mr Nicodemou’s
evidence — and it’s being transcribed — as | uideds he said that the company
ought — this is the client, as my friend has namealhich is BTT, as | understand it
— was advised that in respect of these transadi@mysshould get legal advice, the
company should receive legal advice. Now, | d&ntdw whether there was a co-
extensive instruction coming from Mr Bart at thedi. Mr Nicodemou had
suggested that they get legal advice in respetttesie transactions. And that was to
the company, as | understand it, to the clienteabds named it. Now, it may be that
this is one — and I'm — as a friend of the counbbthing to do with Mr Nicodemou.

It may be that this is one of those difficult hybsituations where at the time these
discussions are taking place - - -

MR KULEVSKI: Well, there’'s no evidence for this.
MR STEVENS: Well - - -
THE REGISTRAR: | will just hear the submissionr Kulevski.

MR STEVENS: It's only — I'm just a friend of theourt. I'm not making a
submission for or against it. There may be a 8tnavhere the two entities or two
people or two things are being advised simultangouscan’t say. Mr Nicodemou |
don’t think can say what occurred, as in who waaimed to do what, other than the
identification that he gave was that somebody otglgive advice to the company,
that is, BTT, in respect of these transactions.at¥en transpires in the meeting
may be something that is related to that. It maytrelated to that. It may be
indeed a privileged communication that ought natdme out, or it may not be a
privileged — it might in fact be the company’s jlege, therefore it’s for my friend
to waive. It's not Mr Bart’s privilege that is Ingj .....

THE REGISTRAR: Was Mr Bart present at these mest
MR STEVENS: Well, apparently according to thig fiote he was at this meeting.
THE REGISTRAR: Right.

MR STEVENS: So there were three people preseat éom the author of the
document, which | understood to be Mr Garofano, thatlis Mr Nicodemou, Mr
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Bart and Mark Ryckmans, according to the file nofdat hasn’t been explored by
my friend as to who else may have been presetdn’t know.

MR KULEVSKI: Which | was getting to, RegistraBut in any event, Mr
Nicodemou was there in the capacity of acting ier¢company. Mr Ryckmans has
emailed us to say that any privilege attachindheodocument belongs to Bruck
Textiles. And my friend should know that, becalteRyckmans is instructing .....

MR O’LOUGHLIN: Well, I don’t know every communitian that has passed
between my friend’s solicitors and Mr NicodemouXigtors, and that is a rather
presumptuous thing to say. But | am not awarettiexe is any conflict in the sense
that, as | understood it, Mr Ryckmans was theradiase the company, and that’s
how it was put to me.

MR KULEVSKI: Okay. So this is the summary, Remas. Mr Ryckmans is there
for the company, according to my knowledge. Megrid is here instructed by Mr
Ryckmans for an examinee personally, who was atieting. And I'm allowed to
ask him any questions about a meeting he was graseif supposedly this is legal
advice for Mr Bart personally, why would Mr Nicodemand Mr Garofano be there
in their capacity as accountants for the business.

THE REGISTRAR: Sorry. Wasn't it just Mr Bart, NNicodemou and Mr
Ryckmans that was present — was there - - -

MR KULEVSKI: Mr Garofano is the author of thedihote.

THE REGISTRAR: But he wasn't physically presemas he?

MR KULEVSKI: No, he was there.

THE REGISTRAR: He was there. All right.

MR KULEVSKI: | mean, how else could he have auéubthe file note.

THE REGISTRAR: |see. He's the — okay. Becduden't have the benefit of the
file note in front of me.

MR KULEVSKI: I'm sorry. Sorry.

THE REGISTRAR: | think your only copy went to Ntevens, but it’s all right. |
think I've been following it as best | can.

MR KULEVSKI: So Mr Garofano is the author of tfie note — was also at the
meeting.

THE REGISTRAR: Yes.
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MR KULEVSKI: So what we have is — I'm allowed &sk him about anything that
took place in that open meeting in circumstancesrevthere is not a hint of a
suggestion that the privilege, to the extent tlieas any, belonged to anyone but the
company. Mr Ryckmans, who was the solicitor thasserts that he was acting for
the company, and no one has any evidence thatiagylse is happening.

THE REGISTRAR: Is anything — Mr Bart was presdnit he was present in what
capacity?

MR KULEVSKI: Well, that’s the constant - - -

THE REGISTRAR: Apart from a bystander.

MR KULEVSKI: Apart from the fact that he owns eything in this group.
THE REGISTRAR: Yes.

MR KULEVSKI: He was present in the capacity thavas his business interests
being affected because he’s effectively the coliuigoimind and will of this
company.

THE REGISTRAR: Your assertion — your submissidn Kulevski, is that any
discussion there relates to the company’s privileage that's being waived or that's
something that’s already within the - - -

MR KULEVSKI: It's — that's my privilege.

THE REGISTRAR: It's your privilege, yes, for Briod@extiles Technology in
liquidation. But has there been anything thatlteen led so far or has been adduced
so far from Mr Nicodemou which suggests that MrtBaprivilege has been - - -

MR KULEVSKI: Well, | didn't think so. We have anterloper coming up to the
bench in the middle of the — to the bar table snrtfiddle of the examination
suggesting some generalised concern when nothsgdrae up, with no evidence
whatsoever to back up any waiver of privilege.

THE REGISTRAR: What do you say, Mr O’Loughlin?agithere been anything
that has arisen apart from your, | guess, cond¢angrivilege — legal professional
privilege on behalf of Mr Bart may be infringedthis stage?

MR O’LOUGHLIN: The reason that this note cameviekistence was because of
concerns raised by Mr Nicodemou that legal advessds to be given to Mr Bart in
respect of a number of these transactions. Hosvwetaild it be that these
transactions, these extraordinary transactionspihigintially would be called back by
a liquidator could possibly affect the company mittéad gone into liquidation. This
is clearly advice to Mr Bart by a lawyer that i advice that - - -
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MR KULEVSKI: He’s giving that from the bar tabl#hat evidence, and | will hold
him to that. He said it’s clearly advice to Mr Bar his personal — | just want that on
the record.

MR O’LOUGHLIN: That's my submission. That's mylsmission. It's advice to
Mr Bart.

MR KULEVSKI: It's his submission based on whatdance?

MR O’LOUGHLIN: On the evidence of Mr Nicodemolf. we go back over the
record, we could bottom out the issue.

MR KULEVSKI: Where Mr Ryckmans, the solicitor wheas there, has advised us
that the retainer was with the company and thereneagprivilege other than that in
the company. | don’t really know what the collusitere is, as well, but - - -

MR O’LOUGHLIN: Registrar, I'm just here to ensut@at no advice that was given
to our client is waived in the circumstances. E€hsere concerns that | had that that
might have been the case during that interactidieeal’'ve come up. I've voiced
those concerns. And, you know — and I've givensumlymissions in respect of why |
think that that matter — that that file note consaadvice that potentially belongs to
Mr Bart or at least a joint privilege.

MR KULEVSKI: Does he have an application, Regis®r

MR O’LOUGHLIN: | haven't seen the document befase how can | give an
application?

MR KULEVSKI: Well, does he — does he want to stiop examination? Does he
have an application?

MR O’LOUGHLIN: Excuse me, Registrar.

THE REGISTRAR: Mr Kulevski, what I'm going to de — | gather that you all
want to have a bit of a discussion at the bar tatech | don't - - -

MR KULEVSKI: 1don’'t want to have any discussiohjust want to continue with
the examination.

THE REGISTRAR: Well, I'm going to go off the bemnéor five minutes or 10
minutes and see if you all can work through what geed to do, and then | will rule
on anything. Is there any — is that file note klde, so | can read it?

MR KULEVSKI: Yes,ifl---

MR STEVENS: .... give him this one?
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MR KULEVSKI: Yes, if he could have that one, lifat’s possible.
THE REGISTRAR: | will take that off the bench,dahwill have a look.

MR STEVENS: Sorry, | didn’t mean to use the thpetson. Registrar, | have a

THE REGISTRAR: Yes, all right.

MR STEVENS: It's open at the tab.

THE REGISTRAR: How many pages is this file noteon’t - - -

MR STEVENS: It's only two pages long, but - - -

THE REGISTRAR: Why don’t you just retrieve — jsttract those two - - -

MR STEVENS: | can.

THE REGISTRAR: ---so |don’t have to carryig bundle off the bench.

MR STEVENS: It's not my document to muck arounthwbut there we go.

THE REGISTRAR: 1 will take that off the bench ahwill read it as best | can. |
will make a copy and return that. But | will gd ¢fie bench now, and you let me
know whether you can resolve it or whether or hi uestion — if there is going to
be any objection to it, any formal objection, wrestbr not that has to happen now or
whether you can move on to another point so wetdeaste the time, Mr Kulevski.

MR KULEVSKI: | understand that, Registrar.

THE REGISTRAR: Let's see if we can do that.

ADJOURNED [11.30 am]

RESUMED [11.52 am]

MR KULEVSKI: Thank you, Registrar, for that — I'sorry.
THE REGISTRAR: Yes, Mr Kulevski.
MR KULEVSKI: Thank you, Registrar, for that indignce. I've had some

discussions with my friend. My friend has indicate me — and | will let him
express them. My friend has indicated to me teatdnsiders that there may be a
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joint privilege in this file note of Mr Bart andeéltcompany, and if he expresses his
concerns in that way, then | won't pursue thetibée any further today.

THE REGISTRAR: All right. Okay.

MR O’LOUGHLIN: Correct, Registrar. Thank youttay friend here. So, yes, | —
having considered the file note, | accept the psdmm that there was advice
provided to the company contained in that note | lalgo maintain that there is
advice provided to Mr Bart contained in that filete

THE REGISTRAR: Is that — have you seen the fdeenMr O’Loughlin?

MR O’LOUGHLIN: | have. | have, Registrar.

THE REGISTRAR: Allright. Sois it — this is & note by Mr Ryckmans, isn't it?
MR O’LOUGHLIN: No.

THE REGISTRAR: ..... Who's the - - -

MR KULEVSKI: No, it's Mr Garofano .....

THE REGISTRAR: Sorry, Mr Garofano. So are yoleab tell from these specific
paragraphs, Mr O’Loughlin — not necessarily rigbtwp but at some point — which
ones you say relate to Mr Bart and which ones doelate to Mr Bart?

MR O’LOUGHLIN: [ will need instructions on thaRegistrar.

MR KULEVSKI: But, sorry, Registrar, to interrupPerhaps on the basis that

Mr O’Loughlin is allowed to complete his statemeand I've agreed not to pursue it
today, perhaps that’s as far — | apologise, Registias we can go - - -

THE REGISTRAR: Sure. | mean - - -

MR KULEVSKI: - - -today on that.

THE REGISTRAR: - - -what I'm saying is if ultinely this is — this objection is
pressed, then what | would require is for the parto — well, Mr O’Loughlin,
essentially, to identify which of these specificggraphs he says there is a privilege
claim by Mr Bart, because that's how it would theave to be adjudicated. But
that’s not a question we need to deal with now.

MR KULEVSKI: Yes. |understand that, Registrges.

THE REGISTRAR: But I think that's — I'm just fasbadowing to you that’s what |
would expect - - -
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MR KULEVSKI: Yes, yes, | understand.
THE REGISTRAR: - - - the parties to do.

MR KULEVSKI: Perhaps if Mr — in accordance withraarrangement, if Mr
O’Loughlin can - - -

MR O’LOUGHLIN: Yes. So following that, there &lvice to the company, except
— contained in that note, except that there isciio Bart, except that there’s a
common interest in that advice. Our client caseat that that privilege is against
the company, but can assert that as against thefrée world, and does that in
these circumstances.

THE REGISTRAR: So how do we - - -

MR KULEVSKI: Inthose circumstances, Registrandn’t pursue the note any
further today.

THE REGISTRAR: Yes.

MR KULEVSKI: And Mr Nicodemou may need to be ribed at a later date. |
don’t know the answer to that yet, but Mr O’Loughlias expressed his concerns
that - - -

THE REGISTRAR: All right.

MR KULEVSKI: - - -there’s ajoint — that his -esy, not his concerns — his
submission that there’s a joint privilege and thatre’s a common interest privilege,
and on that basis | won’t pursue the file note famgher today with Mr Nicodemou.
THE REGISTRAR: All right. Well, that resolvesfdr now.

MR O’LOUGHLIN: If it pleases the court.

THE REGISTRAR: Thank you, Mr O’Loughlin. Mr Nidemou — you still have
more questions for him, presumably.

MR KULEVSKI: Not many, Registrar.

THE REGISTRAR: All right. Well, we will have —ewvill have Mr Nicodemou

MR KULEVSKI: Thank you.
THE REGISTRAR: - - - brought back in, please.

MR KULEVSKI: Thank you.

.NSD619/2015 9.2.16 P-27
©Commonwealth of Australia MR KULEVSKI
Henry Davis York (NSW)



10

15

20

25

30

35

40

45

<COSTA ANDREW NICODEMOU, RECALLED [11.55 am]
<EXAMINATION-IN-CHIEF BY MR KULEVSKI

THE REGISTRAR: Yes. Come back into the witness, iMr Nicodemou. We
will just continue — you're still on the oath thaiu took earlier?---Yes.

All right. Yes, Mr Kulevski.

MR KULEVSKI: Mr Nicodemou, you weren't here fdndt conversation, but |
won’t be taking you through that file note any het today. | may return to it at
some later point in time. | apologise for tham hot saying that | will require you
to — or that the court will require you to retutraguture time. It's just that we
won't be progressing that file note any furtherag®---Okay.

So if | could please ask you to turn to tab 12%%s:

Now, if I could ask you to turn to the cover padgéese are your amendments to the
document, are they?---That's my comment on thet fpage.

So it says:
Rob, some further amendments.
?---This is my handwriting.
Continuing:
I'll call you tomorrow to discuss.
?---Yes.
And so they’re your amendments in the document®s; Yhey are.

Now, the document has been changed to FinanciaeiRe®f Options rather than
Restructuring Options; that’s correct, isn't it¥-es.

And it's dated 3 June?---Yes.
Do you recall when the decision was made to chartgedelete the word

“restructuring”?---There were earlier versions whwe discussed a bit earlier where
amendments were made by the client - - -

Yes?--- - - - which we accepted.
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And you say that that wasn’t — the reason for wen’t discussed with you?---I
remember having a conversation, a telephone caatvens with Mr Bart where he
ran through some of the changes, but | — he dginé a justification for why certain
changes were made.

| understand?---But | do remember having a teleplaamversation with him about
it.

Sorry, | hate to be facetious, but what was th@ase of the telephone conversation
if he didn’t explain why the changes were made?hifk — well, it was to run
through a whole host of comments, changes in {herteas you've seen earlier, but
| can’t specifically remember to what extent thiketchange from Restructuring to
Financial Options was discussed. But | don’t feloimh giving any specific
justification as to why he changed it.

| see. Now, if | can ask you to turn to tab 126fes.

If I could ask you to turn to the beginning of #m@ail, the bottom half of the page,
who is — it's an email from Mr Garofano. Who isk®BRIF?---That was an internal
technical portal where staff could ask questiorcsthe technical officer, for
example, would respond to them and put them irtdike, a database of questions
on different technical issues.

| see. And who is the person that compiles thevars?---Peter Sheppard.

And who is Mr Sheppard — what are Mr Sheppard’dificeions?---He is an
insolvency practitioner with a number of years eiqee.

And he’s employed by BRI Ferrier, is he?---Was lueitently.
But he was at the time of this email?---Yes.

Yes. Now, if | could ask you to just read throubk beginning of the email and the
answer — sorry, the question from Mr Garofano d&edrésponse?---Yes.

Had the client communicated to you at this poiobacern that this sale not be
viewed as a restructure?---Not that | recall. No.

Well, Mr Garofano was asking advice on what FEG M@onsider a restructure,
was he not?---Yes.

And he was asking for that advice, to your knowksdgecause he wanted to be
certain that whatever option was chosen by the eoppvould involve in FEG
paying employee liabilities rather than the compaisythat not correct?---Sorry.
Could you repeat that question?
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Yes. Of course. He was asking for that advicebse the client wanted to ensure
that FEG would pay for any employee liabilitieshetthan the company or anybody
else. That's correct, is it not?---1 suspect hatwd to confirm that employees in that
scenario would be entitled to entitlements beind,pges, or be eligible.

At that point you were aware of the concern from ¢hent that FEG would not pay
if this was considered a restructure, were you-ar&@rhaps. Yes.

And Mr Garofano was asking for advice on what FEGuld consider to be a
restructure, isn’t that correct?---Yes.

And you were aware, weren't you, that's why themtiwas removing the word
“restructure” whenever it appeared in your docurs@ntNo. No. That's not
correct. There was a lot of question that wereddletween staff, for example, of
the client and Mr Garofano. A lot of correspondetitat went between the two of
them. We were asked — we were not — we were rspaaifically asked that
question, nor were we ever, for example — we wekenexplained the changes that
were made by the client. They amended the reporot three occasions. They
asked us different technical questions, and | thiait's one of them.

This is the only example we have in the materiaéreleither you or Mr Garofano
asks for technical advice on a part of the tramsactis that correct?---I'm not sure.

Do you recall any other instance where technicaicadwas requested by either you
or Mr Garofano?---Well, it was in terms of the tsantions — the extra on the
transactions as well.

But you never checked those, did you?---We neveclad the transactions, but we
were asked to provide a view as to how we wouldt licthem if, for example, we
were liquidator of the company.

That'’s right, but this is an instance where youdeekfurther advice yourself; is that
not correct?---Further advice for myself?

Both you and Mr Garofano required further advidéis was not advice that was in
your range of knowledge what FEG would considezstructure?---No. It wasn't.
No.

And that's why you asked for internal technical iady is that not correct?---That’s
why — yes. Robert asked for that. Yes.

And the point of this advice, is it not, is to dek advice on what FEG would
consider to be a restructure?---Yes.

And the reason for that advice is that if FEG cdess it a restructure it won'’t pay;
isn’t that correct?---Yes.
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And the client wanted to ensure that FEG wouldfoayhe employee liabilities that
were left in the old Bruck company?---1 believe s¢es.

Thank you. If | could ask you to turn to the n&att, tab 127?---Yes.
That tab is — that email is dated 4 June 2014 yd@psee that?---Yes.
And that's an email forwarded from Mr Bart to yois; that correct?---Yes.

And it's forwarding an email from Mr Parker to MaB, which in turn is an email to
Mr Parker from Rick Catanzariti, a partner of DLA€Y; is that correct?---Yes.

And that advice was originally emailed to Mr Parkarthis email on 2 June two
days earlier; is that correct?---Yes.

Now, do you recall — | would ask you to have a labkhe attachment to that email.
Do you recall — before | ask you to read throughlat you recall seeing that advice at
the time?---1 do now. Yes. If | could ask yoyust read that to you quietly — to
yourself quietly?---Yes. I've read that.

Now, this is advice from DLA Piper about what'sledlthe GEER scheme; is that
correct?---Yes.

Now, were you aware at the time — | know it's menéd in point 1 of the email, but
were you aware at the time that it was now calle® Father than GEERS based on
that previous technical advice you had receivedithebefore?---Am | — sorry — am

| aware now?

Were you aware then when you were reading thisitingis now called FEG not
GEERS?---] can’t remember. | can't recall that.

Do you recall reading at the time the technicaliegl¥rom Mr Shepherd that Mr
Garofano received?---1 do. Yes.

Could I suggest that at this point the phrases GEBRI FEG are being used
interchangeably - - -?---Yes.

- - - between you and the client and Mr Garofand’2s.

Now, if | could take you to paragraph 11 of theiad®?---Yes,.

Now, this advice is in the context only of onelod bptions, is it not: employees
who transfer across to the new Bruck entity? Thele/point of this advice was in

relation to option 3, wasn't it?

MR STEVENS: | think | have to object on the basiat this is not commissioned
by this witness. So the point of the advice catmanswered by him. It's - - -
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MR KULEVSKI: | accept that.
MR STEVENS: Thank you.
MR KULEVSKI: | accept that. Thank you to my fnie.

If I could turn you to paragraph 8, and you se€fitis¢ line, “In my view” that's Mr
Catanzariti’s view - - -?---Sorry. There’s — I'misging a page.

MR STEVENS: Yes. There was a page missing.

MR KULEVSKI: Sorry. There’s notin mine. It'sohdouble sided on yours?
Perhaps - - -

THE REGISTRAR: Perhaps you can share your copyKievski and - - -

MR KULEVSKI: Well, | have to read off it as welbut if my friend could approach

—iflcould - - -

MR STEVENS: Yes.

MR KULEVSKI: - - - get leave to approach - - -
THE REGISTRAR: Both of you - - -

MR KULEVSKI: - - - the witness with my friend.

THE REGISTRAR: | will grant you both leave to apach and read it alongside
Mr Nicodemou.

MR STEVENS: Thank you.

THE REGISTRAR: That's probably the easiest wagdal with it.

MR KULEVSKI: Sorry. The first page is double sit] Registrar, and it doesn’t
appear to have come out. So I will let Mr — fastart | will let Mr Nicodemou and
my friend that to themselves. I'm sure someondeairy Davis York in the
photocopying department is going to be wrapped theeknuckles for that.

THE WITNESS: Yes.

MR KULEVSKI: Perhaps Mr Catchpoole will sort aigle carefully supervise all
internal work in the future.

So if I could turn you to paragraph 8. Do you g&# the first sentence on it reads:
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In my view, employees who are moved to the newkEmidty will not be
eligible for any payments under the Act.

?---Yes.

So you were discussing — you received this addickyou not, in the context where
option 3 was being discussed?---1 do now. | didedall receiving it, but yes. |- - -

You don't recall receiving it at the time?---1 -ddn’t recall receiving, but, yes, I've
obviously received it. | do remember that emdahe-earlier email that we discussed,
but | don’t remember this.

So you remember Mr Garofano’s - - -?---Yes.

- - - email from Mr Shepherd?---Yes.

But you don’t recall reading this at the time?mIsure | would have, but | don’t
recall.

Okay. Thank you. I will just go back, Registraechuse we will go to the page now
that Mr Nicodemou does have a copy of.

So if | could take you to paragraph 11 you will Hest it says that:

In my view, the key issue will therefore be whethersecretary takes the view
that the insolvency caused the employment of teeast employees to end, or
whether in fact the secretary forms the view thatémployment ended due to a
business restructure.

?---Yes.
So solicitors were giving advice at that time, wérey not, that in order for FEG to
pay it was crucial that the employment was ternadatue to an insolvency as

opposed to due to a business restructure; ictnetct?

MR STEVENS: Well, | object on this basis: isttkize advice given is not the
advice Mr Nicodemou had sought. Mr Nicodemou - - -

MR KULEVSKI: | accept that. | withdraw the quist.
THE REGISTRAR: Yes.
MR KULEVSKI: Did you understand the advice at thmee to be that FEG would

not pay if there was a business restructure, buldvoay if the employees were
terminated as a result of an insolvency?---Now irgathis, yes, | do.
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And therefore was it not being discussed with ybthatime or, to your knowledge,
Mr Garofano, by the client, that it was absolutaiycial that the report that was
being prepared by BRI Ferrier not be presentedrasteucture option?---Possibly.
Possibly, yes.

Do you recall being told that by the client?---hdaecall that, but on reading this, it
appears that - - -

And, surely, at the time, after receiving Mr Garadas advice from Mr — sorry, |
withdraw that. Surely, at the time, after recegvirom Mr Garofano the advice that
had been provided by Shepherd and then readingdhiise, you understood, did
you not, that the client did not want this to beganted as a business restructure?

MR STEVENS: Well, | object on this basis — istttias witness said that he doesn’t
recall reading this at the time. | thought thatwi&s evidence.

THE REGISTRAR: Was that the evidence of Mr Nicoae ?
MR KULEVSKI: The evidence was he would have réaat the time.

MR STEVENS: But he doesn't recall reading itjsov can there ..... to that
question — it can’'t be answered, having known #ahe time - - -

MR KULEVSKI: I'm sorry. | will ask the questioagain.
Do you recall reading this document at the tim@&®t— not the letter, no. No.
But you do recall reading Mr Shepherd’s advice?esY

Yes. Thanks. Thank you. At the time, do you Hebat it was absolutely
imperative that the word restructure not appeawdieye in your report?---No. |
don’t recall that it was imperative, but | do renmenit was taken out of the report —
or requested by the — the client that it was taken

And after seeing Mr Shepherd’s advice, you undedstdidn’t you, why it was
being taken out of the report?---Yes. Now it se@nesty — pretty clear now.

And you understood at the time?---1 may have. f'dknow. It was — it was two
years ago. But — yes.

Is it not the case that you understood that inmofmiethis transition of the business to
a related entity with the same management to beesstul, the client needed to
avoid the punitive EBA. That’s correct, isn't it?¢es.

And the only way it could avoid the punitive EBAiighe Commission, be it
through FEG or GEERS or whatever it was being dalcked up the tab for the
employees that were being left in the old compahlyat’s correct, isn’t it?---1 would
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say that if the company didn’t have to meet thddegations, as opposed to who
paid them.

And the only way the company wasn’t going to maeset obligations is either it
went insolvent entirely or parts of the businessensold and what was left behind

was made insolvent. Isn’t that correct?---1 —ll—sorry, | — | don’t quite follow the
— the question.

I’'m sorry?---If you could just repeat it, please.

Who else was going to pay for the entitlementsratten the Commonwealth?---No
one.

Exactly. So one way or another, in order for thusiness on your assumption to be
effectively transferred to the related party witle same effective management, the
Commonwealth would be required to pay for somédefredundancy entitlements.
Isn’t that correct?---Not necessarily so, becatifeei FEG or — or — or GEERS
scheme did not exist, those entitlements wouldoeanet in the context of a
liquidation. Because that scheme is available gtieepotential for those employees
to make an application to that scheme.

But, surely, it would cause much less public camstion if the Commonwealth paid
for those entitlements rather than the employeewghbeft - - -?---Yes. Yes.

- - - without any payments? And so you understaioithe time, did you not, that it
was in the client’s interest to fashion a transitod the business where FEG would
consider paying those entitlements?---Yes.

Thank you. | have no further questions for Mr Nlemou at this stage - - -

THE REGISTRAR: Yes.

MR KULEVSKI: - - - Registrar.

THE REGISTRAR: Mr Stevens, did you want any resmination of Mr — sorry,
Mr Nicodemou - - -

MR STEVENS: Mr Nicodemou - - -

THE REGISTRAR: - - - before you go - - -

MR STEVENS: Just briefly.

THE REGISTRAR: 1 think you still had some queago

MR STEVENS: You were asked some questions j@stvanoments ago about
fashioning a restructure. Were you asked to fashicestructure?---No.
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That wasn't part of your brief?---No.

Your brief, I think you gave evidence, was to - - -

MR KULEVSKI: 1think | said fashion the transitip but that's okay.

MR STEVENS: Sorry.

MR KULEVSKI: It makes no difference.

MR STEVENS: |didn’t take a good note.

You gave evidence on this occasion and previobslyyour brief was to make
certain assumptions about the company’s accountshanvalues of their

assets?---Yes.

And that you were asked to give advice as to whatis in a financial sense if the
steps that had been presented were undertaken®---Ye

Was any part of your brief to consider — sorrygitee advice as to which of those
options ought to take place?---Yes. Yes.

Okay. And - - -?---So - - -
Have you got something that arises?
MR KULEVSKI: ..... | think the answer is no.

MR STEVENS: In what sense do you say that yowevgeren the — you were asked
to give advice?---In the report, we were askedhendontext of the shareholder
removing support, under each of the options, whahthe least impact to the
various categories of creditors.

Okay. So it’s —in other words, it's the finanamltcome?---Yes.

Okay?---And on that basis, we were asked what wbealoh the better interest in — in
— in this set of circumstances, and that's wheresaié, well, if all these things play
out, based on those assumptions, this is the leéiséimpact.

Okay. Now, in respect of the answers, you were@siome questions about the role
of GEERS, which is G-E-E-R-S, as opposed to FEG¢hvR-E-G, using both those
terms interchangeably, you were asked some questioout what impact that would
have. If I —sorry. Is it correct to say that yewidence was that the financial impact
was the same regardless of those schemes?---Yes.

And you weren't asked - - -
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MR KULEVSKI: Well, | object to that. Look - - -
MR STEVENS: .....

MR KULEVSKI: The evidence was that without FE®, one would pay, but with
FEG, the employees that were left behind - - -

MR STEVENS: No. Financial ..... come to the camy

MR KULEVSKI: Financial — sorry .....

MR STEVENS: Yes. So - that — | was talking igpect of the company.
MR KULEVSKI: Okay. Sorry.

MR STEVENS: So | make that clear.

MR KULEVSKI: .....

MR STEVENS: This is the — this is the company yare advising, which was
BTT?---Yes.

Yes. The financial outcome — in other words, tradelling that produced the results
at the end of your report would be no different # if FEG or GEERS existed or
not?---1 think there were some — some minor chaffrges the transition from
GEERS to FEG.

Right?---But I'm — I'm not sure — | — they’re notaterial, but | — I — I'm not sure
what they are.

Okay. So let’'s assume that there isn't — thatelera scheme in place?---Yes.

Did that scheme or its — the existence of a schempact the financial modelling that
you produced — the results of which you producati@end?---No.

So it was the same whether they existed or not@s--Y

Okay. So this is outside of the scope of your wetkto speak, in that you were
asked to make these assumptions and this was pgaeif--Yes.

If an independent — in this case, the Commonweafiarty would meet those
obligations that otherwise exist, that didn’t affgour modelling?---No.

Thank you.

THE REGISTRAR: Anything arising, Mr Kulevski?

.NSD619/2015 9.2.16 P-37 C.A. NICODEMOU XN
©Commonwealth of Australia MR KULEVSKI
Henry Davis York (NSW)



10

15

20

25

30

35

40

45

MR KULEVSKI: No. That’s .....

THE REGISTRAR: All right. Are we adjourning Mridbdemou’s summons
generally or not?

MR KULEVSKI: Yes, Registrar, given the interactithat happened with my
friend.

THE REGISTRAR: All right.
MR STEVENS: ..... not this friend.
THE REGISTRAR: The other friend, yes.

MR KULEVSKI: No. Sorry. My friend who | unchaably characterise as the
interloper.

THE REGISTRAR: Yes. All right. Well, Mr Interfeer is still in the back of the
court, so - - -

THE REGISTRAR: Yes. Mr Nicodemou, we need toadj your summons
generally again. Whether or not you need to coaunk lagain will be something
which will be mutually agreed upon, as to time. y8a are free to go for the time
being.

THE WITNESS: Okay. Thank you.

THE REGISTRAR: So | adjourn your summons gengrall

THE WITNESS: Thank you.

<THE WITNESS WITHDREW [12.20 pm]

MR STEVENS: May | be excused, Registrar?
THE REGISTRAR: Yes. Thank you, Mr Stevens, fouyassistance.

MR KULEVSKI: Registrar, is it of any assistan@eyou to begin now for only 15
minutes or would it be better to - - -

THE REGISTRAR: 1think what we might do is we rigake the lunch break now
and | will just check with my court officer. Mr Kevski, what | was thinking was if
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we take the adjournment now and then we come Isagk.at 1.30 and then we
continue on to 3.30?

MR KULEVSKI: May it please the court.

THE REGISTRAR: Just one more examinee for the dayhat correct?
MR KULEVSKI: Yes, Registrar.

THE REGISTRAR: Mr Castrisos; is that right?

MR KULEVSKI: Yes, Castrisos.

THE REGISTRAR: And I think Mr Hedge is appeariiog him. Is Mr Hedge
here?

COURT OFFICER: Yes. Outside the court.

THE REGISTRAR: All right. Do we need them justdome in to tell them this or
not?

MR KULEVSKI: We would be — if you're comfortableith it, Registrar, I'm
happy to communicate that information .....

THE REGISTRAR: All right. Well, I will adjourn ow for the lunch break and we
will resume at 1.30 and we will continue to 3.3@y offer remains, Mr Kulevski. If
you want to continue beyond that for an additidradf an hour, that suits me - - -
MR KULEVSKI: I'm afraid I'm unable to.

THE REGISTRAR: - - - but if you have other mastethat’s fine.

MR KULEVSKI: I'm sorry, Registrar. Thank you.

THE REGISTRAR: All right. Well, we will tempordy — we will adjourn for the
lunch break.

ADJOURNED [12.21 pm]

RESUMED [1.51 pm]

THE REGISTRAR: Yes, Mr Kulevksi. Ready to contnwith Mr Castrisos?

MR KULEVSKI: Yes, Registrar please.
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THE REGISTRAR: Yes.
MR KULEVSKI: May Mr Castrisos please be called.

THE REGISTRAR: Yes. Mr Castrisos, you just needome into the witness box
and swear an oath. Yes.

MR HEDGE: Registrar, Hedge is my name. | apfp@athe examinee - - -

THE REGISTRAR: Yes, Mr Hedge.

MR HEDGE: - - - Mr Castrisos.

THE REGISTRAR: Yes. Mr Castrisos, you just nezthke the oath — either an
oath or an affirmation.

<JAMES VICTOR CASTRISOS, SWORN [1.51 pm]

THE REGISTRAR: All right, please take a seat, diust you will need to speak
into the microphone which has the red light?---Yes.

Just for the record, can you state your full naméa&mes Victor Castrisos.

And your occupation?---I'm a company director.

And your current residential address?---Is 35 \AilliStreet, Roseville.

All right. You're represented by Mr Hedge, so rault he will make any objections
if he thinks relevant. But | will just indicate y@u, Mr Castrisos, that if you think
there’s any questions which may make you liableafoivil penalty or a criminal
proceeding, you just need to say the word “pri\glelgefore you answer, and then go
ahead to answer. Anything you then say will noarnot be used against you in any
of those proceedings. The only exception to th#tyour answer was false; do you

understand?---Yes.

All right. Mr Kulevski.

<EXAMINATION-IN-CHIEF BY MR KULEVSKI [1.52 pm]

MR KULEVSKI: Thank you, Registrar.

Mr Castrisos, could you please — you've mentiofed you’re a company director.
Do you have any other profession at the moment®---N
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How long have you been a company — principally mgany director
for?---Privilege. I've been a company director &mproximately 15 years.

15 years. And what companies have you been atdiref?---Privilege. I've been a
director of a group known as Telum. There’s a nendd companies within that
group. Some private companies. Also Machin & Ewsdridge Capital, Marine
Equipment International, and currently, New Firnoftretary Limited.

And what does Telum do?---Privilege. Telum istzolar hire company, and it
provides labour to the construction sector.

To the construction sector. | see. And so howsdbat operate? Does it operate as
sort of providing sort of employment solutions he tonstruction sector, or - - -

MR HEDGE: Registrar, could | object. | don’t wrdtand how questions in
relation to other companies of which my client dit@ctor are relevant to the
examinable affairs of this company.

THE REGISTRAR: Are you just getting some - - -
MR HEDGE: We have limited time.

THE REGISTRAR: Are you just trying to get somekground, are you, Mr
Kulevski?

MR KULEVSKI: Well, not only that, but - - -

THE REGISTRAR: Are you trying to establish theperence of the — of Mr
Castrisos, is it?

MR KULEVSKI: A number of things. Both those tigsmthat you — Registrar, you
identified. And since Mr Hedge is taking this apgeh — because we don’t have
limited time at the moment — but if Mr Hedge isitakthis approach, well, then, |
will go out of my normal order and | will establidie relevance of it. Were you
director - - -

MR HEDGE: Registrar, if | could say, questiongti@g to Mr Castrisos’
experience, etcetera, are, of course, perfectlgilsien All I'm saying is detail of a
whole range of other companies does seem to baleutse range.

MR KULEVSKI: Well, that's what I'm - - -

MR HEDGE: I'm not sure what Mr Kulevski says abtaking this approach. All
we’re trying to do is be efficient.

THE REGISTRAR: All right. Let’s progress as eféntly as you can, Mr
Kulevski.
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MR KULEVSKI: Were you director of Telum at therte you were also a director
of Bruck?---Privilege. Yes.

Did you involve yourself in dealings for Telum byrphasing items from
Bruck?---Privilege. Yes.

I will come back to Telum later, Registrar, nowtthae established the connection
with the examinable affairs - - -

THE REGISTRAR: Yes.

MR KULEVSKI: - - - of Bruck.

Do you have a — what is your professional trainihgny, Mr Castrisos?---Privilege.
I’'m a chartered accountant. I've done a Bachel&amnomics, and | worked for
Arthur Andersen for 10 years, and then for Borad then | company work - - -
Sorry — I'm sorry, for Boral, did you say?---Boral.

Yes. In-house, is that — as an accountant?--1Bgei Yes.

Yes?---And then | worked for Allen Capital. Andnl’currently working in family
businesses.

Your own family businesses, do you mean, or - —P?ivilege. Yes.

And when did you first have anything to do with afythe Bruck group of
companies?---Privilege. When | was working foredllCapital, Allen Capital was
employed to consult to Bruck in relation to som&tmgcturing work.

Do you recall when that was?---Privilege. | thibiwas around 2000, 2001.

And had you met Mr Phillip Bart before that timeP+ivilege. No.

Had you met Mr Parker before that — Mr Geoffreyiki@abefore that
time?---Privilege. No.

And so were you a director of Allen, did you saythe time, or - - -?---Privilege. |
was — | was a paid employee of Allen Capital. kmiaa director.

And you got to know Mr — you got to know the Brugtoup of companies through
that role, did you?---Privilege. Yes.

And which Bruck entity were you advising on?---Hage. Bruck Trading
Proprietary Limited.
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| see. And do you remember what the task was foclBTrading at the
time?---Privilege. The company was facing somarfaial difficulty, and we
assisted them with just restructuring the compartgims of its financial
performance. It involved looking at cost reductsord just some changes internally
to improve their financial performance.

And what was Bruck Trading’s principal source ofimess at that time?---Privilege.
It was a textile mill supplying fabric to a multtte of different customers.

And what were the financial difficulties?---Privgje. It had acquired a business from
National Textiles and had expanded rapidly, and @esult there was financial
difficulties associated with cash flow, and thaswaade worse by the fact that they
expanded the mill too quickly.

| see. Perhaps if | could just take a break atpbint in time, Registrar, just to have
Mr Castrisos — this wasn’t done, but have him piediwith the documents that he
has produced, and a copy for my friend, if suclstsxi

THE REGISTRAR: Yes.

MR KULEVSKI: Sorry, that should have been donestiart with.

THE REGISTRAR: Is it comprising of, what, thresders, or just two?

MR KULEVSKI: Two folders.

THE REGISTRAR: All right. Well, those two foldeat the relevant time, | think
they're going to become 4A and 4B — MFI, for Mr €s®s. Mr Hedge can get a

copy.
MR HEDGE: Thank you, Registrar.

THE REGISTRAR: And those two folders can becontedA and MFI4B.

MFI #4A FOLDER PRODUCED BY MR CASTRISOS

MFI #4B FOLDER PRODUCED BY MR CASTRISOS

MR KULEVSKI: Thank you. And before we continudy Castrisos, these are the
documents produced by you in answer to the sumroorexamination; is that
correct?---Privilege.

Summons for production, sorry?---1 haven't had@klat them, but | presume
they’re the documents - - -
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Well, by all means, take your time. Well, if myeind has no objection, these are the
documents that Mr Castrisos produced last - - -

MR HEDGE: Registrar, if my friend says that tteeg the documents we produced,
we accept that, of course.

THE WITNESS: Yes. Yes, that's fine.

MR KULEVSKI: Yes. Did you supervise the produstiof these documents,
Mr Castrisos?---Privilege. Yes.

And how — were these documents that were beingdtegiur house, or were they
on your computer, or how did the document retrigwatess take place?---Privilege.
The board papers were in storage, and the emaibs aveour computer system.
When you say your computer system, what does teahf--The computer - - -

Your home computer system, or - - -?---PrivileJéne computer system at Telum.

| see. | see. So at the time at which you ansiviiie summons, you were still a
director at Telum; is that correct?---Privilegées.

And are you still?---Privilege. Yes.

Yes. | see. | see. Thank you very much. Andbiberd papers were in your
personal storage, were they?---Privilege. TheyvieiTelum’s storage unit.

I understand. Thank you very much. And who wapoesible for getting the
documents from storage?---Privilege. | went totgem.

And who was responsible for pulling the emailsyaftir email system?---Privilege.
| was.

Thank you. Thank you. Thank you very much. 3u,terribly sorry, you said that
— to interrupt you, you said — so you worked atAlConsulting — Allen Capital, did
you say?---Privilege. Allen Capital.

And that’s how you came across Bruck, and we d$atthey had had some
problems because they had acquired National Teatitehad some cash flow issues
as a result; is that correct?---Privilege. Yes.

And so what was the restructure that took plaamteect those
problems?---Privilege. Essentially, it was lookatghe cost base to restructure the
mill, which involved a reduction in staff.

| see. So this happened in 2001?---Privilege.. Yes
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So when you say it involved the reduction of staffyw did that occur?---Privilege.
Some of it was done — the majority of it was dogellguess, what you would call
natural attrition, where people leave the orgaiosand they’re not replaced, and
there was some redundancies.

| see. And who paid for those redundancies?--iBgeg. Bruck Trading.

And at the time, were you the person at Allen Gdpésponsible for conduct of the
matter?---Privilege. There was a team of us waykin it. It was led by Peter Allen,
who was the principal of Allen Capital, myself, aaxabther member of staff, Alan
Campbell.

| see. And who was providing instructions from tient?---Sorry, privilege. It was
Joseph Brender and Alan Williamson, who was the @Etbe time.

| see. And was Mr Bart providing any instructionsPrivilege. He wasn't a
shareholder. He wasn'’t involved with the busireshe time.

So who were — who were the board at that time,alokpow?---Privilege. There
was Joseph Brender, Sam Moss, Brian — | can’t rdmeeims second name, but he
was external. There was another member; | just ptace them.

Thank you. Sorry to stretch you back that farthls the only matter in regard to one
of the Bruck Group that you worked on while you gat Allen Capital?---Privilege.
Yes. We worked on it for 18 months, and then tiewas finished and that was it.

And then what was your next involvement with anyraf Bruck Group?---Privilege.
| left Allen Capital in 2004, and Alan Williamsonas the CEO still, and he asked
me if | would come onto the board, and it was anlibsis of my prior knowledge of
the business.

| see. And did you accept that offer?---Privilegées.

And when did you become a board member?---Privildghink it was in September
2004.

And so take your time, but what if — how many compa within the Bruck group
have you been a member of the board of?---PrivilddRink it's three.

And do you recall which of those companies you’re?---Privilege. Bruck
Trading, Bruck — do you mind if | have a look a¢ th- -

Please take your time?---There’s Bruck TextilegpHetary Limited, Bruck Group
Proprietary Limited and Bruck Textiles Technologies

Thank you. Now, do you recall approximately whew ypecame a director of each
of those companies?---Privilege. | can’t recadl €xact dates.
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So the answer you gave me earlier was — what?e®égr 2004?---Privilege. Yes.
That was for Bruck Trading, which was the main iimgcentity at the time.

And at the time at which you took that appointmest director, do you recall who
else was on the board?---Privilege. Philip Bad Atan Williamson.

So at what point, to your knowledge, did Mr Barttwme involved?---Privilege. It
was sometime after, obviously, 2001 and two — lee2004. So | don't recall when
he actually acquired shares in the business.

Do you have a qualification as a registered liquadaVir Castrisos?---Privilege. |
used to, but I've let that registration go.

And would it be fair to say that you were a registeliquidator somewhere between
1994 and 2008, to your recollection?---PrivileJéat sounds right. | just don’t
remember when | actually notified ASIC that | waggoing to keep that registration.

| understand. So at the time at which you tookajmeointment at Bruck, you were a
registered liquidator?---Privilege. Yes.

Thank you. And do you recall who the managemerhtevas at Bruck Trading
Proprietary Limited when you became a director?ivilrge. Alan Williamson was
the CEO. The CFO: they had a number of them| thuk it was Patrick

McDuling. They had — Sandip Rajan was involveduiality. 1 can’t remember all
the people down in the mill. But — look, they'vacha number of different manager.
| just don’t remember all their names, to be hanest

| understand. | understand. Do you recall howpraximately how many
employees were employed at that time?---Privilelgeok, | think at the time that |
commenced | think there around 450.

And was it a profitable business at the time atclwlyiou became a
director?---Privilege. Yes. Yes.

And so | take it that — sorry. | will ask youwlthdraw that. Did you develop a
working relationship with Mr Bart over this pericePrivilege. Yes.

And did you develop a friendship with Mr Bart ovkis period?---Privilege. We
didn’t socialise together, but you know, obvioushad a good working relationship
with him. | would consider he was a friend.

And did you — when did you resign any directorshgpsdo with the Bruck
companies?---Privilege. 30 April 2014.

And how many companies were you a director of ait time?---Privilege. Three.

Those same three?---Privilege. Yes.
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MR HEDGE: | assume you mean — merely for thesttapt — directors of Bruck
companies, because of course Mr Castrisos is lad¢sditector of other companies.

MR KULEVSKI: Yes. Sorry. | apologise to my fid. Yes.
The same three Bruck companies that you - - -2vil€ge. Yes.

Had become a member of. And before we go throbgllbcuments, why did you
resign at that time?---Privilege. | had a meetinil Philip Bart on 28 April, and he
raised the issue of whether | wanted to stay obdzed, and we agreed that |
wouldn’t continue in my role as a director.

Prior to that meeting, had it been your intentioistay on the board?---Privilege.
No.

And so when you say Mr Bart raised the issue — tiovthat come about, given that
it was no longer your intention to stay on the bi@a+-Privilege. | had — we hadn’t
had a board meeting since November 2013, and laatane to organise a meeting,
and he actually raised it with me. | had beenkinig of resigning from the board
after the November meeting, mainly because | didiaft to continue any external
directorships. | had my own businesses to be eardewith, and it was the only
one | had, and the fact that he raised it wasgkguthe catalyst for me to say, yes, |
wanted to resign.

Did he give you any reasons as to why he was gibia issue?---Privilege. He did
say that — in that meeting that this — the busimessfacing some tough times and
that he felt that it was his business and his nesipdity to deal with those issues.

And what did you — did you get any further explaorabf what that
meant?---Privilege. He talked about the fact tegenue had declined. It, from
what | can recall, had been driven by a declindaéndefence business. He was
waiting on budgets to be presented, and he waggoiget some external advice on
what other options might be available.

But did you at all — was it all communicated to yana reason given to you as why
deteriorating financial circumstances would meat fflou should no longer be a
director?---Privilege. | think he just felt thawas, you know, his business and his
responsibility. | didn’t quiz him as to why he tight that. And that — on that basis
he felt that | wouldn’t want to stay on the board.

And was the fact that you were involved in othesibasses the only reason you
didn’t yourself want to stay on the board?---Pagié. The — look, there were a
number of reasons that contributed to it. Therog®ie was that there had been a
restructure of the group and there was also plabsing in other businesses under
that group structure from Australian Weaving, alidh’'t have an understanding of
those businesses. There was obviously going torhenber of other trading entities
within the group, and | didn’t want to continueli® involved.
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| see. Was there anything immediate that predgutstour decision to no longer be
involved as a director?---Privilege. No.

Could I suggest to you that it was you that suggess Mr Bart that you no longer
wanted to be a director. Is that — before he ssiggdt to you. Would you agree
with that?---Privilege. No.

And could | suggest to you that Mr Bart wanted yostay on for a while and you
disagreed?---Privilege. He sent me an email afssued the resignation letters and
asked me to stay for two weeks. | didn’t see thiefof it. | understood from our
meeting that we had agreed | was going to residinaatpoint, not in two weeks’
time.

And did he give you a reason as to why he needadoystay for an extra two
weeks?---Privilege. He wanted me to be part obdsessment of the strategies or
options that he was going to be looking at goingvéod.

And after being a director for so long, why did ymet agree to do that for two more
weeks?---Privilege. It did — just didn’t seem tak®a sense to me to stay on for
another two weeks, given that we had agreed twatlgoing to resign. It didn’'t —
they weren't strategies that | were going to beoingd in in terms of
implementation. And as | said, it just didn’t makey sense.

But Mr Bart said to you, | presume, that he neestade help for two more weeks.
Was there no part of you that wanted to accommduateafter having been a
director for so long?---Privilege. Yes, | thougiout it, but as | say, | just didn’t see
the point of staying on, given we had agreed theddn’t going to continue in that
role.

Before we go into them in some detail on anothgr-dwere you aware of what the
restructuring options were at that time?---PrivéledNo. He clearly was looking at
the budget and waiting for those to be finalisel® was going to consider his
options, and | — he didn’t run through any of thopéons with me, but | walked
away from that meeting thinking that some of theays he was going to consider
would be formal restructuring options.

And did he at that meeting discuss with you anyi@aar restructure that he
favoured?---Privilege. No.

And — so was this the first time that he had memtbany restructuring plan to you
for the company?---Privilege. Yes.

So you had no idea of what the restructure mighidfere that?---Privilege. No.
| see. And how did he describe the restructugmtoat the meeting?---Privilege.

He talked generally about the fact that he wasrato put significant funds into the
business, that he — | don’t know if he got any dbafdgets, but he was waiting to see
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what the budgets were saying going forward — aatltte would be needing to look
at other options that | took to mean some sorbohfl insolvency.

| see. But you say that he didn’t discuss thog®og with you in any
detail?---Privilege. No.

And in the time in which you were a director of Bkudid you understand Mr Bart
or any of — | withdraw that. At the time at whigbu were a director of any of the
three Bruck entities, did you understand Mr Barhéwe ultimate control over those
companies?---Privilege. Yes.

And why is that?---Privilege. | guess just the viieyconducted himself, and when
he talked about what was going to happen withirgtieeip, | guess that he had the
ultimate say.

And was there any occasion upon which you and Mt @aagreed as to a decision
to be made about any of the entities?---Privileljet that | can recall.

So there had never been any disagreement thatayotecall about any cause of
action that Mr Bart wanted to take?---Privilegeook, there was debate about issues,
but there was — you know, ultimately, | guesshie ¢nd there was usually
agreement.

And not to be facetious, but did that agreementiltésom the fact that Mr Bart
wanted to do it so it got done?---Privilege. Logéu know, obviously he was the
ultimate shareholder, so | guess, you know, we thakinto account when we were
looking at issues, and obviously we had to be miholf what the shareholder wishes
were.

Now, the three companies you were a director ad:tltey have common
management?---Privilege. The — so Bruck Tradisg + the final stages Bruck
Trading, | think, had the — just testing my membeye, but | think it had the
manufacturing, and then the sales and marketingsplésoff. They would have had
separate executive teams at the every end. Buttorihat it was essentially the
same management team.

And were the boards common?---Privilege. Yes.

And who were the other members of the board towdnrelend?---Privilege. It was
Geoff Parker, Philip Bart and obviously myself opghe point | resigned.

And was Mr Parker also — was he an executive dir@et-Privilege. He was the
CEO.

Yes?---Yes.

So you were a non-executive director. Is thatemf---Privilege. Yes.
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Mr Parker was the executive director?---Privilefyes.

And Mr Bart wasn’t management per se but was ttimate shareholder and the
controlling mind and will of the companies, was heé?ivilege. Yes. And he was
the nominated chairman.

Yes. Understand. So only from your understandingghat you've witnessed, how
could you characterise the relationship you sawéen Mr Parker and Mr
Bart?---Privilege. | thought it was a very goodriing relationship. They seemed
to get on well.

Of any significant issues that arose during yometas director of the three
companies, was there a predominant — was theremiadntly a person who would
come up with ideas for future directions of theibass?---Privilege. Look, it tended
to come from Philip Bart. And look, | didn’t seeva they worked outside the board
meetings, but | presume Geoff had some involvenmetitat as well.

And without wishing to be disrespectful at all, loid you see that from your
experience — that Mr Parker would execute Mr Badésas rather than execute ideas
of his own in particular?---Privilege. | can’t cament on that, because | didn’t see
them outside the board, to be honest. | meanp’t @ow in private meetings
whether that was the case.

Were you ever responsible for formulating any sggtfor any of the
companies?---Privilege. Look, the — the — thetsgias tended to be developed by
the other executive directors. So when Alan Whtisan was there it was by Alan
and Philip Bart. They obviously had more day-tg-gevolvement and | guess a
deeper knowledge of the business and the marketd.after Alan Williamson left,
then Geoff Parker was more involved. So | — laiety didn’t take the lead role in
developing the strategies.

I understand. Your job was effectively, was itméan, please tell me if I'm wrong
— to be sort of an independent sort of thinkerr@sé matters; is that
correct?---Privilege. Yes.

And did you have any textiles experience beforentakhe job at Alan Capital for
Bruck?---Privilege. No.

But | imagine you had a very business experien@nasccountant
previously?---Privilege. Yes.

And were there any particular industries you workad- you worked in in a
speciality while you were an accountant?---Privéled — look, | had a lot of
experience in construction. One of our other esses is a manufacturing business,
so | have knowledge of manufacturing, and | alsbadiot of healthcare.
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| understand. Thank you so much. If | could agk {o please go to volume 1 of the
documents you’ve produced. Now, if | could ask yoturn to the second tab,
please, which is a double sided flowchart you'vevited. Yes?---Yes.

Have you had a chance to have a look at that?---Yes

Do you recall when that may have come into exigt@nePrivilege. There was
documents produced in two thousand — late 201 1taboestructure of the group to
create a new tax consolidated group with Bruck @rasithe holding company and
then the operating entities sitting underneath it.

And do you recall who produced this document?-vifage. It was produced by the
CFO Ron Johnson as | recall.

| see. Thank you. And we will come back to thatument because I think it
appears in another form in a board paper, butdiuld ask you to turn to tab 3. And
could you tell me — I will just open — ask it gealér open-ended why this document
Is responsive to the summons for examination?yv#Bge. It was a business that
Bruck was looking at acquiring. They never progeeswith it, but it was tabled at a
board meeting for the period that you requestednioemation.

| see. Soitwas a— and do you recall the discassaround the acquisition — the
potential acquisition of this business?---Priviledgewas — it was — it never
progressed. It was just tabled as an opportuhaythe company was looking at.

And was the company generally looking at opportasiat that — sorry — | withdraw
that. Do you remember when this was?---Privilefthink it was early 2012.

| see. And was the company generally looking fmpartunities in early
2012?---Privilege. Yes. It looked — it lookedsatumber of opportunities. So it
wasn’t unusual for it to be tabled.

And what was the nature of opportunities that th@gany was looking for: to
expand or something else?---Privilege. Yes. K wa was to — | guess to — look,
the industry was undergoing consolidation and wiiegee are opportunities to
acquire well-priced assets and — and accommodate within the mill at
Wangaratta then they — they — they looked — obWdosked at those opportunities.

At this point in time who were Bruck’s major compets?---Privilege. Look, there
wasn't really any major textile mills in Australieft, so they didn’t have a lot of
competitors. They had some of these smaller arekthey were, | guess, in niche
areas. So | think in this case it was associatddblinds.

And what were was the most significant competitorBruck at a time at which a
competitor existed? Sorry. That was very poortyded, Registrar, and | apologise.
| withdraw that.
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Had there been in your time as a director any maijmtralian competitors of
Bruck?---Privilege. There were some — in differe@ettors there were competitors.
Sometimes it was imported products. So probal@yntbst significant was imported
product, and it was imported product that cameutjnovholesalers.

| see?---Yes.

And during your time there were no other major Aalsan weaving mills like
Bruck?---Privilege. | think Bradmill was aroundidathere were some — a few
others, but they — they — they — they obviouslyamig the end there weren’t
operating.

Did Bradmill have any involvement with Mr Bart?-figlege. | — | don’t believe so.
| see. If | could then please ask you to turratm3?---Yes.

Now, Mr Castrisos, the only fair way to do thigaesgive you — and | apologise for
the time, but to give you a chance to read thrahghdocument at your leisure. Can
| just first ask though, because it's not on aeldtéad | understand this — and please
tell me if you understand different — to be an gyegaent letter from Ernst & Young
addressed to Mr Johnson; is that correct?---legeil No. | believe this is the
advice provided - - -

This is the advice?--- - - - by Ernst & Young.
And is it from Ernst & Young?---Privilege. Yes.

And is David Vigolo and executive director of — wasat the time an executive
director of taxation at Ernst & Young?---Privilegecan’t answer that because |
didn’t have direct involvement, but | — look, | had reason to doubt it.

| see. And was this given to you as part of a thgaper or something, or
- - -?---Privilege. Yes. It was tabled at a boareketing in | think late 2011.

Thank you. | might just give you an opportunityréad that advice, Mr
Castrisos?---Privilege. Look, | — I'm familiar wiit, so | don’t know - - -

You're familiar with it? Okay?---Yes. Yes. Soybu want to - - -

If you don’'t want to read it that's fine. So itlated 14 October 2011, and it's an
advice to deal with, it says, associate incomeatak stamp duty — a stepped plan and
associated income tax and stamp duty implicatioistng from the restructure of
Bruck Textiles Group; is that correct?---Privilegées.

And who developed this — when was this restructupian that the advice is about
developed?---Privilege. Look, the first | thinkatht was raised with the board was
either 2009 or 2010, and it had been presentduetbaard by Philip Bart and | think
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Alan Williamson as well had had some involvemerthvit. And it was done on the
basis that Philip Bart wanted to establish a grstapcture to eventually hold all of
his textile assets.

And was — and, sorry, | will just divert to say:hen did Mr Williamson cease being
involved with the Bruck companies?---Privilege. Hethink he finished up early
2012.

And do you recall Mr Williamson giving a reasontasvhy he finished
up?---Privilege. | might just have to ask for amvon this. He finished up and
terminated, but it's subject to confidentiality.

Could I just have a short adjournment please, Regjgor five minutes?

THE REGISTRAR: Yes. Allright. 1 will go off taporarily. Just let my officer
know.

ADJOURNED [2.26 pm]

RESUMED [2.35 pm]

THE REGISTRAR: Yes, Mr Kulevski.
MR KULEVSKI: Thank you, Registrar.

Mr Castrisos, we might just leave off that topi@yhe for good, maybe just till next
time. Thank you.?---Thank you.

And so the restructuring plan was put forward byWilliamson and Mr Bart, was
it?---Privilege. Yes.

And what did you understand the restructuring jaiatine time it was first raised to
be?---Privilege. It was to establish, | guessymiper of business units. One was
manufacturing, one was sales and marketing. AegwWere going to also have
property, which was to own the — the — the mill @mgath Bruck Group.

And what was the justification for this?---Privikeg It was to have management
focused on — patrticularly, the two operating easit- manufacturing and sales and
marketing — with a view to improving the performaraf the businesses, particularly
profitability and working capital management.

And how was it suggested that those improvemenikiquossibly result from such a
split?---Privilege. It — it really had to do withe fact that when the businesses were
together, | think there was a sense that the matwrifag was dominating, | guess,
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how — how the mill was run, in terms of productiddo if — | guess you could say it
was — it was supply-driven as opposed to demanaklri And what that means is
that instead of a sales and marketing group, Iguwks/ing what's produced,
manufacturing was. So your conflict there is thanufacturers produce — prefer to
produce long runs and — and the — and the salemariceting probably shorter runs.

And who was determining what the manufacturingtesgg would be?---Privilege.
So —so in — in — what — what do you mean by theufeturing strategy?

Well, prior to the breakup — and you say manufaatupreferred one approach and
sales and marketing preferred another approach&s:-Y

Who was determining what manufacturing .....?-vilrge. So that — look, that was
done very much on an operational level. So thee-ntanagement within the mill.
So it would be the mill manager and the planndreylwould be the ones that were
determining what was produced. And — and, ultityatghat they want to do is
reduce the number of changes to the runs andguist get as much efficiency out of
the mill as possible, so that the risk you rurhet tyou’'re going to produce stock that
you can't sell.

And who was determining what the sales and margeirategy at that point would
be?---Privilege. That was led by the sales teAmd they had a national sales
manager and — and state-based people.

And if there was a dispute between the two of tihefore the restructure, who
would resolve that dispute?---Privilege. Lookyihk it largely went back to the
CEO to resolve it.

And so therefore how would that change once thag split up?---Privilege. Well,
| think ultimately what they needed to do was splito was running those
businesses, and that's what the — that’s ultimatdigt they wanted to do by — by
this restructure.

Sorry. Just to go back, perhaps. | don’'t undacstarhose two arms of the business,
on one side, manufacturing and one side, salesnainketing, were already being
controlled by two different groups of people, wtrey not?---Privilege. Yes, they
were, but obviously they worked together. But, yamately, they were different
people.

And, ultimately, Mr Parker would resolve any di#faces between them, would he
not?---Privilege. | mean, at the time, it was Alfiliamson, but - - -

Sorry, | apologise?---Yes. Yes, it was — he wdwdsle ultimately .....
And so if the business units were split, would thaye a common person to answer

to?---Privilege. Look, | think ultimately, they weegoing to have a CEO for the
group, and they would still have answered to traOC
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So, in practical terms, if there was a dispute ketwthe strategy of sales and
marketing on the one hand and manufacturing owtter, it wouldn’t be resolved in
any different way, would it?---Privilege. Probalvigt.

No. I see. Okay. So you see that the restrucsurghere are five dot points
identified that Ernst & Young is saying, we’'ve besvised by you that these are the
commercial objectives of the restructure. Do yee that?---Privilege. Yes.

So if I could take you to the first dot point. #ys:

Allow Bruck Group to reward executives based salalyhe performance of
the stand alone company, be that via paymentstyequboth.

Could you explain what that means, please?---egeil That — | — what they wanted
to do was to report the profit separately and reivtiaem based on their performance.

And reward the profit separately of what?---Prigde Of — of the manufacturing and
the sales and marketing.

And how would the profit be calculated separatelPtivilege. Well, they — they
were going to be separate entities, so you woyldu~would prepare separate
accounts.

But weren't they really two sides of the one busste--Privilege. Yes, they were
both part of the one business, but when you dpitrt, they would be two separate
businesses, so you could report them separately.

I understand. So therefore how would you deterrtheeprofit of each one — we will
start with manufacturing. How would you determihe profit of manufacturing
separately to the involvement of sales and margg@tiqPrivilege. Are you talking
after the restructure or — or before the restrecur

I’'m talking after now?---After the restructure?
Yes?---Privilege. So after — after the restructure

| apologise. Sorry. That was not clear. | withdithat. What I'm suggesting is
what was the commercial objective, as it was erplai for the purposes of this
advice?---Privilege. So | think — | think the otijge was to have two separate
entities. To have them — have executives withoséhentities accountable for the
performance of those entities and to reward thezordingly.

| see. And which companies therefore in the — hv@s it suggested that the
different companies would have different executienagement — at what
level?---Privilege. So they would have — they hgeta mill manager, and they had
a national sales manager. So they would have Haguthose two companies.
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| see. Ultimately, responsible to the same pems@ersons they had always been
responsible to, though. Is that not correct?-vilege. | — | presume so.

And what about — and I genuinely — | mean, obviguske want to know the answer
to this. What about such a restructure would mialiey easier to identify the
performance of each of those individuals eithehltigfore and after the
restructure?---Privilege. Well, they were sepaedtities then. So you had to — you
would be reporting them separately. So | guegsufve got — if you've a — a
separate company structure, then it would be eaSiee logic is that it would be
easier to identify the performance.

And, you know, you're correct in the sense — thggde- is it ideal — easier to identify
the performance if they truly were two separatarimsses, two separate companies,
but in truth, they were two aspects of the one alVbusiness, were they
not?---Privilege. Yes, you could certainly arghattpoint, yes.

And so who would manufacturing sell to?---Privilegg@o — so — so the mill was
manufacturing not only for — | guess this intended — new structure here, but also
for Wilson Fabric, which was another entity, whielwhich did homeware, so they
did curtains and — and the like - - -

And that was a related company?---That was a eklaenpany.

So manufacturing would effectively sell to saled amarketing, wouldn’t
they?---Privilege. Yes.

And sales and marketing would then sell to thedtkito the external third parties. Is
that correct?---Privilege. Yes.

And so — | think I'm just struggling to understandf you could please explain to me
how that — dividing the business in that way atradkes any significant difference in
assessing the performance of any of the individnaislved in the
business?---Privilege. | think it was just thawds far more transparent as to — as to
who was responsible for what, that they were sépanatities, and that you could
easily report and — and make them accountablén&drmperformance.

Prior to the — so the objective is to make it moa@sparent. Is that the principle
reason?---Privilege. | —1 think it was also tb s a group structure, so that that
other textile assets could also come in. And tkige-strategy that was being
developed was that ultimately all of the manufaaomyassets would be in
manufacturing, and then you would have a numbealas and marketing divisions.
So you would have, | guess, the — you would havisdis, Bruck’s traditional
customers, which included Defence, and then thesealso Australian Weaving. So
| — I think ultimately that's what they wanted tetdo.

And so prior to the — sorry. At the time at whtbls is being mooted, does the — do
the people that have responsibility for manufaciyifor Bruck also have
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responsibility for restructuring, for instance, ¥éh?---Privilege. No. Wilson was
run separately. | —1—when it was sold off,dalt have any involvement, so | — |
can’t comment on who the management were, butstway understanding is it
was run separately.

And do the people that have responsibility for sa@kso separate it between Wilson
and Bruck in that sense?---(**) Privilege. Coulnlyrepeat that?

So we said that manufacturing Wilson and Bruck veeqgarate. People had
responsibility for manufacturing at Wilson was aaate person to the person that
had a responsibility for manufacturing at Bruck;that correct?---Privilege. So all
of the manufacturing, right, for the different eiets, right - - -

Yes?--- - - - was managed by the mill manager heg had different departments
within, right, and they were based on process-as -

Yes?--- - - - opposed to customer base. And thersales and marketing had
different teams.

| see?---Yes.

So once again, if you separate them how does drbe@ny easier to assess the
performance of the mill manager of Bruck before aftdr the restructure?---Look, it
purely comes back to the fact that it's — it wagenwansparent that you got separate
entities and he could hold them more accountablat was the logic.

I think | probably just want to understand a lithié more about this transparency.
Transparent how, in the sense that the mill manbgfere the restructure does a
certain amount of a run, and after the restrudterdoes a certain amount of a
run?---Privilege. Look, | understand what you'sgisg. | don’t know what — how
else to say it, but the fact you’'ve got a sepagatéy and it's going to be reported
separately and they’re working for those — thodéies are not accountable for that
performance the logic was that that was going ta b®re transparent approach as
opposed to a company that’ s reporting on a cotatad basis perhaps under a
divisional alliance where — where it's not as tyzarent.

But there’s no real commercial difference is ther@?ivilege. Look, | — personally
| think there is.

And so what I'm asking is for you to explain whiaat commercial difference is.
How does it make the running of the business afigrdnt?---Privilege. Look, if | —
if it was — | guess, if | was looking at it and nimg it if | could be talking to a person
that is clearly accountable for an area and isggarate entity and it's all done at
arm’s length, then I think it would be easy to m#kem accountable for the
performance. | just think that as a rule wouldebsier.
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| see. So before a restructure, if there had bg@oblem with manufacturing would
there be a risk that someone would go and blovhasales and marketing
manager?---Privilege. Look, | can’t comment abwhat was happening at that
level. All | can say is the theory behind it | tlght was reasonably sound.

I understand. | think | will just ask you one mairee: what is the nature of the
transparency that improves the operation of thénless?---Privilege. Look, | — |
guess I'm going to sound like I'm repeating mysblit | think the fact that they're
separate entities and they report separately aydvihgot different management
structures in place would be — would make it easigk guess, enforce some
accountability among your management.

| see. We might come back to that at a later pdiiho set the price or determined
any — who set the price for the value of the gqmdsluced by Bruck?---Privilege. It
was done by the finance team.

And that would be the same before and after auetstre?---Privilege. Look, yes. |
presume it would be.

And if there was a significant dispute either omofacturing, price, sales or
marketing who determined that dispute?---Privilegeok, | think I'm talking
hypotheticals here because this restructure didhppen in 2011, so obviously - - -

No. | understand?--- - - - it wasn’t implemented.

So what were the — that’'s what I'm saying: whatemde commercial objectives to
be understood by that restructure?---Look, | —adbnest, | don’t think the board
got to the point of talking about how disputes wgoeng to be resolved.

Okay. Thank you?---Yes.

Thank you. So was there — the first dot poind tiat ever — did that system ever
come into place that the reward for executives et@sged based on changes to any
part of the Bruck Group?---Privilege. The restaunetdidn’t occur in 2011 so, no, it
didn’t.

And this is not the restructure that occurred |ateit?---Privilege. | think the
property restructure occurred mid-2013, and therstilles and marketing maybe late
2013.

Perhaps | should ask you a more general questiopou said you're familiar with
this document. Are you?---Privilege. Yes.

Were any aspects at all of this document implenteasepart of any
restructure?---Privilege. Look, the — | can’t coemhon it because the final
implementation of the restructure happened vegyitaR013, and by which time |
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think the last board meeting | was at was in Novermso | can’t — | really can’t
comment as to whether it was fully implemented.

So to make it clear, you had no involvement — haiaw that — you had no
substantial involvement in the restructure thatadtely occurred?---Privilege.
Look, | — other than the fact that the actual tfaneccurred in late 2013 | didn’t
have any involvement in how it was done day to day.

At the time at which this proposal was put forwdrd you consider Bruck to be a
profitable company?---Privilege. Yes.

And had Mr Bart communicated to you whether he ic@red there were any
problems with the company?---Privilege. No.

And had he communicated to you whether he considéere to be any particular
challenges facing the company?---Privilege. Ldbkre were always, | guess,
ongoing challenges in textiles with imports, butyyknow, they were continuing to
address them so there wasn’t anything that | gonade’'t been dealt with in the past.

Did he identify any particularly significant chalige that was facing the company at
this time?---Privilege. You mean in 20117

Yes. Yes?---The — | guess the other challengetheshange to the government
subsidies that were coming up. But, look, theyticmred to make the necessary
adjustments to ensure that the performance wagisoun

And what were those adjustments?---Privilege. TWwegre continually looking at the
cost structure and looking for new revenue lines.

And what were the subsidies at that time that tmepany was at risk of
losing?---Privilege. | think it was referred to &S , | think - - -

| see?--- - - - which was — | — look, | — it wasteategic — they had a — it was an
acronym for a strategic investment plan.

At this point in time did you understand the entisgbargaining agreement to be a
significant challenge facing the company?---Priyéle It — look, every three or four
years it came up. There were aspects of it ttiahk they were trying to change,
and they were progressively dealing with it.

And had those changes been unsuccessful?---Pevil8gme of them had been, yes.
In 2011 was it being communicated to you that waoodhe effect of the fact that the

company faced a punitive EBA?---Privilege. | doAtdon’t recall that comment.
No.
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Was there communicated to you at any time in 2Q44rtyone at Bruck that the
significant redundancy obligations of the compargreva challenge for the
company?---Privilege. Yes. It was a challengel, tiey had over the years dealt
with that by — by, | guess, just again — it's n@raat term, but natural attrition of
staff where people left they didn’t replace them.

And in 2011 was it being discussed that naturaitiatt wouldn’t take care of that
problem?---Privilege. There was always discussioout whether there was a need
for forced redundancies, but they had managed tipatgoint largely from just
natural attrition.

And — sorry — probably to repeat my question mdsarty, in 2011 was it at all
being suggested that natural attrition would n@tarbe sufficient?---Privilege. No.
| don’t recall that being said.

So this particular proposed restructure to youreustainding or knowledge had
nothing to do with avoiding — sorry — | withdrawath This potential restructure to
your understanding or knowledge had nothing to db the challenges faced with
the enterprise bargaining agreement?---Privilege.

If we move to the second dot point:

Allow the Bruck textiles group to form a tax comdaied group without the
need to include Tolric Proprietary Limited and Mdfky’s Proprietary
Limited within the tax consolidate group for comoiarreasons.

Did you understand what those commercial reasomg?x€ePrivilege. No. |don’t
know what that refers to, that comment.

So you don’t know why Tolric and Mark Foy’s needede excluded from the
consolidated group?---Privilege. No.

Did you know at the time?---Privilege. No.

Thank you. Dot point 4 provides the ground wonkdth Bart Group textile interests
to be housed within the Mark Foy’s Group and ultiehaseek significant production
and sale synergies. Do you understand what thaskigtion and sales synergies
would be?---Privilege. Yes. That related to Aakaén Weaving, which had a
manufacturing facility in Tasmania, and ultimatéthink the view was that it would
be best that that was housed at Wangaratta arelllbeesome synergies from that.
And then obviously if — if the sales and marketas also integrated, then there
may be some benefits, but | think it had more tawith the manufacturing.

| see. I'm a little un-reconstructed. | hearwmrd synergies a lot and | tend to
focus on what it actually means. Usually the witgdlf is enough of a charm for
most people, but do we know what production andssgynergies in practical terms
may have resulted from this?---Privilege. Loole ththe majority of them were to
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come through to improve volume, and the fact tloatrg not duplicating
infrastructure and other utility costs by havingtfacilities.

Thank you. And just to the last dot point it ségsl with estate planning” — so we
will just break that up — and then it says “longnigrofessional management”.
Estate planning. I've never seen that phrase sttt context of other than an
individual. Could you explain to me what they miglay “estate planning” for a
group of corporations?---Privilege. | —1don’'td#m. To be honest, | think that was
a private matter for Philip.

| see?---I'm — I'm not sure why it was put in thebeit — but certainly when | read it
we didn’t discuss it as a board. | assumed it avpavate matter.

Okay. And so on the two things — and, sorry, lti@ask you for completeness: did
you understand what “long term professional managgimeant?---Privilege. No.
Look, | assume what it meant was, | guess, foohis personal — you know, how
the business was managed going forward, | guebks, stepped back. I'm not sure.

And so the two thing that you didn’t understanthattime — and I'm not being
critical. I'm just seeking an answer. Two thingsi didn’t understand at the time
why Tolric and Mark Foy’s needed to be excludeddmmmercial reasons and the
estate planning issue did you ask anyone whatrtegnt?---Privilege. No. | don’t
think | did.

And is there any particular reason why given that had been presented to you as a
board member you didn’t want to satisfy yourselt@w/hat these significant
commercial objectives were?---Privilege. Becausé just focused on what the
benefits were for the — the companies within Bruak, the shareholders or beyond.

| see. But wouldn’t you have wanted to know, fistance, what the commercial
reasons were for how Bruck would be organised withe tax consolidated
group?---Privilege. Yes. | certainly understobdttreason.

So what were the commercial reasons?---Privilayell, when you’re part of a tax
consolidated group there’s benefits for tax repgrand the movement of — in terms
of intercompany sales and a whole lot of things thidnat are of benefit.

But what were the benefits?---Privilege. | guessmplifies your tax compliance in
the - - -

Yes. Butwhat - - -?--- - - - end ultimately.
- - - were the tax benefits?---Privilege. | — lpbkan’t quantify them.

Not in terms of money — number, but what were tttaa benefits for taxation
reasons that would accrue from this reorganisatigfivilege. It allows you to
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lodge one tax return and to report on a singldyeh#sis so you're not doing — you
haven’t got multiple compliance issues.

The ultimate shareholder at this time was an Aliatraompany in any event,
wasn't it? The ultimate — sorry — holding compavas an Australian company, was
it not?---Privilege. My understanding is it wassy

So why would a restructure have changed your ghdiform a consolidated group
for tax purposes?---Privilege. | think, actuatlyis restructure created the
consolidation — the tax consolidation group.

Sorry, | will probably — I will rephrase the questi Prior to this suggested
restructure, the ultimate holding company of adislha companies was an Australian
company, was it not?---Privilege. Yes.

So even prior to any suggested restructure, thaseene impediment to a
consolidated tax group, was there?---Privilegean't say. Look, | don’t recall
whether there was an issue in doing it that wayabr

So are you aware that in terms of consolidatioerglare two principal benefits that
one gets from operating a consolidated groupt, fine ability to operate a
consolidated group; and secondly, benefits thatectyom operating a consolidated
group. And there was no impediment to the firgeady in this case; is that
correct?---Privilege. Look, | can’t answer thaegtion. | don’t know. | know at
one point there might have been a small sharelpltiat was separate from — so it
didn’t have an ultimate holding company.

| see?---Yes.

And so did you — so to go back to the original gees did you at all understand the
commercial reasons for why the company you woutdveuld be beneficial for the
company of which you were a director, or any of¢bhepanies of which you were a
director in the Bruck Group to need to include wénd Mark Foy’s within that
consolidated group?---Privilege. As | said, | ddariow about Tolric and Mark
Foy’'s. | understand what the benefit was to Briiektiles Group, but | don’t know
what the benefit necessarily was to Mark Foy’s @ablic. | had no involvement in
those companies.

Sorry, if we reread the sentences:
...allow the Bruck Textiles Group to form a tax cdiasded group without the
need to include Tolric and Mark Foy’s within the tzonsolidated group for

commercial reasons.

?---Privilege. And | don’t understand what the coencial reasons were. | had no
involvement with Tolric or Mark Foy’s.
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But aren’t they commercial reasons for Bruck ad wei to have Tolric and Mark
Foy’s in the group?---Privilege. Look, | don’t uerdtand the question. | was just
looking at it from a Bruck Group perspective. didflit deal with Tolric or Mark
Foy’s.

Now, and, sorry, perhaps we're going around theberay bush, but, sir, what I'm
suggesting is that what it was saying is it wowdidr the commercial reasons of
Bruck Textiles Group to not have Tolric and Markyfsan the group, and what I'm
asking is what were the commercial reasons for Bhycnot having those
companies in the group?---Privilege. | don’t know.

And you didn’t ask anyone at the time?---Privilegelon’t recall asking that. Not in
the terms — not in the way that you've put it.

Well, that’s just what it says, isn't it?---

...allow the Bruck Textiles Group to form a tax cdidsded group without the
need to include Tolric and Mark Foy’s within the tzonsolidated group for
commercial reasons.

Yes. For commercial reasons to the Bruck Text@esup?---Privilege. | didn’t ask
the question.

Thank you. And did you ever ask any questions atheuestate planning and long-
term professional management?---Privilege. No.

Did you not want to know why that advice was bejngen to the chief financial
officer of Bruck Textiles when it may have to dalvMr Bart
personally?---Privilege. Because he was the nsdjareholder, | didn’t think it was
that unusual.

And so it wasn’t unusual, was it, because certaaslya non-executive director, you
considered the position of Mr Bart to be largely&gd with the companies within
the Bruck Group; that’s correct, isn't it?---Plage. Yes. Like, he was the ultimate
— 1 guess he was the ultimate shareholder, yes.

And not that there’s any shame in this, but prialtijpthe companies were being run
for his benefit?---Privilege. Yes. | mean, ulttelg he’'s the shareholder. It was — it
was to his benefit.

And to your experience, there might be lively dssion about certain things, but if
Mr Bart wanted something to happen, it would happesuldn’t it?---Privilege.
Look, he obviously had a — his views carried aofotveight, yes.

Can you recall any time in your time as a directioany of the three companies
where you substantively disagreed with Mr Bart?ivilege. No, not substantially.
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And so there was no substantive disagreement.y@anecall in your time as a
director where any other director substantiall\agreed with Mr Bart on any aspect
of the business?---Privilege. Look, there was u kaow, at different times there
was robust discussion between, particularly, Alatighson and Phillip Bart about,
| guess, some operational issues, but they wereyou know, they were — | guess |
would say they were always resolved.

And did you recall an instance where they werelvesbin Mr Williamson’s favour
over against the objections of Mr Bart?---Priviledeok, | can’t — | can’t name one,
no.

Do you — would you recall many instances where thiese resolved in Mr Bart’s
favour over the objections of Mr Williamson?---Riege. Look, they're just — they
weren’t numerous, but, you know, | guess if theeeissues — | can’t name one, no.

No, but if there were — in your recollection, whtere were disputes, were they
generally resolved in Mr Bart’s favour?---Privilegeook, there weren't a lot of
disputes, but | guess if there were disputes, thgress he had influence in terms of,
you know, how they were resolved, yes.

It's a bit more than influence, isn't it?---Privije. Look, obviously he was the
ultimate shareholder, so, you know, he has cegtgat significant influence over
what was happening there, and he — ultimatelyekguhis will would carry.

Thank you. At the time at which this restructurasvibeing proposed, to your
understanding, did Bruck Textiles seem like a ltergn profitable
business?---Privilege. Yes. | mean, it was obsfiguike any other business, going
to face its challenges, but | had no reason to dihat it was a long-term business.

Thank you. Thanks very much. If | could for yauttirn to tab 6, please. And |
might ask you to read as much of that board paperry, that minutes of the
meeting of directors as you feel comfortable doi@@n | just quickly ask you, 791
Botany Road, Rosebery, is there a particular redsatrmeetings were held
there?---Privilege. That was their office.

That was the office of Bruck in Sydney?---Privilegées.

And that was the head office, was it?---Priviledfes.

Thank you?---I've read it.

Thank you. | wish to ask you some questions abart the third page, under the
other business heading Reorganisation?---Yes.

Now, was the rationale behind what's documentecrkttiee same as you've
discussed in relation to the Ernst & Young advieé?ivilege. Yes.
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And are you aware why — would you be aware why M&asi('s, which was
suggested in the Ernst & Young advice should nohtegposed in the group, was
now being interposed in the group?---Privilege., Naon’t know why Mark Foy’s
wasn't in the group.

So that had neither been explained to you nor didseek information about it; is
that correct?---Privilege. | don’t recall.

Now, were you aware that there were EBA, entergyésgaining agreement,
negotiations going on at that stage?---Privileges.

And they were looking unsuccessful for the compangrge, weren't
they?---Privilege. | don’t recall them saying thegre going to be unsuccessful. |
mean, the — | believe they were looking for somengfes, but | don’t recall them
saying they were going to be unsuccessful.

| see. Now, if you look at the next paragraph uriRleorganisation, so, the formation
of the group was approved. Did that take placE®vHege. It progressively took
place through 2013.

And what about the payment of the dividend witlnia hew tax group being
discussed there — or being approved, | shouldtkayg?---Privilege. | think that
occurred in 2013 as well. It was a different antpbat | think it was — that’s the
same thing they’re talking about.

Now, at the time at which this was approved, what@ccurred, what was the
rationale for paying a — for approving a dividerid® million?---Privilege. | — |
don’t — 7 million — I'm not sure if that relates tfoe — the — the restructure of Bruck
Properties coming out from Bruck Trading and siftimder the Bruck Group. |
don’t — I would — | would — look, | would have theck the records to — to confirm
what that — what that was.

So to make it clear, the directors are, in prirgipglpproving something; is that
correct?. So let’s not focus on what may have bapg after this. Let’'s focus on
what was approved at that meeting. Shall we di?tl&o don’t worry yourself for
now about whether any of these things were impléetkenLet’s just focus on what
occurred — what was being approved at the meethiyRdlege. Yes, so | —my
understanding of it was that the group structua¢ Was referred to in the Ernst &
Young report was in — was agreed to, in principtehis meeting.

Yes. Well, what was also agreed to, in principlas that there would be a payment
of a dividend for $7 million — for approximately7 $nillion. And do you recall what
the rationale was for the payment of a dividend k@e?---Privilege. | don’t recall.

Is there anything in your records that would rdirgsur memory as to why the
directors approved a dividend for 7 million — appnoeately, $7 million?---Privilege.
Look, there were significant retained earningshim business at the time. So | don't
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know if it — | — I just can’t recall that far baes to whether that's what it related to
or it had to do with the restructure.

Can | put it — can | put this, that you must hawesidered, as a director, that the
business was sufficiently profitable to be ablafford to make a dividend payment
of approximately $7 million. Is that correct?--AHlege. Yes.

And no one had indicated to you any challengekenmminent future for the
business that would make such a large dividend paynmncommercial?---privilege.
I’'m not — I'm not actually sure that there was attyrtany cash that was paid,
though.

| see. So when you approved — when you were panedoard that approved, in
principle, approximately a $7 million — and I'm ggito call it $7 million even
though it's approximate, just for ease. Do youarsthnd that? So when you
approved as a director — well, first, | should gsk the question do — you didn’t
dissent from this in principle approval, did yorgrh recollection?---Privilege. No.

So when you, in principle, approved the paymera 7 million dividend, did you
understand why that $7 million dividend was beiagl@---Privilege. Yes, | — | did.

| just can’t recall whether it relates to the resture that was associated with Bruck
Properties or if it was a separate dividend assediaith the retained earnings that
were held in the group at the time.

Why would the answer to that make a difference?Pn#Bge. Because you're
asking what did it relate to, | think. Is that mt?

Well, 'm asking why you approved it, yes. So wHat it relate to?---Privilege. | —
look, I'm assuming from that wording that it reldti® the — the group restructure
and if that’s the case, then this didn’t — thisidiénd didn’t occur and it — and it was
— 1 think it was actually implemented in 2013 whbay finally did the restructure.

So let’s not focus on what occurred after the nmgetiLet’s just focus on the
meeting, if you wouldn’t mind. And if there — if+ if it was about the restructure,
as it indicates, why would the restructure juséf$7 million dividend
payment?---Privilege. So my — my recollection is that Bruck Properties was
sitting underneath Bruck Trading. It was goindp#osold to Bruck Group,
effectively, which created the — and — and | thimi consideration was around $7
million. And at — and what was going to happen Whas a dividend was going to be
paid from Bruck Trading to Bruck Group and that wag to extinguish the — the
figure.

So | take it from the answer to your questionsasdtiat there was no restructure
until some time in 2013; is that right?---PrivieegYes.

If I could take you then — sorry, just back one+alm sorry to do this — to the last
page, which is a double-sided page of the Ernsio&irig advice. Is that what you

.NSD619/2015 9.2.16 P-66 J.V. CASTRISOS XN
©Commonwealth of Australia MR KULEVSKI
Henry Davis York (NSW)



10

15

20

25

30

35

40

45

understood as being the current structure, andttieeproposed structure on that
double-sided page?---Privilege. Yes, except testibck liquidators — | don’t think —
| don’t think they proceeded with that.

Sorry. So the current structure — is that acc@ralbat’s obviously a statement of
fact, right or wrong, at the time?---Privilege. sYeThat’'s — that's in 2011.

Yes. Yes. Yes. And then there’s a proposed stredor the purposes of the
board’s consideration; is that correct?---Privélegres.

Now, why was it proposed that Bruck Properties widag separated out?---Privilege.
To — the — to create that tax consolidated groog,ta have them all sitting under
Bruck Group Proprietary Limited. It had to moverfr — from Bruck Textiles to sit
under Bruck Group.

Sorry. What is it — to your understanding, theltax justification — rationale for
it?---The tax law?

Yes — or any — what was the — you said for taxaress So what was the tax reason
for it being separated?---Privilege. It was —#&sno have all of the identities sitting
underneath the Bruck Group, which was the holdomgmany for — for tax
consolidation.

I’'m terribly sorry. Could you repeat that answeitRrivilege. It was to have all the
entities sitting underneath Bruck Group for thepgmse of the tax consolidated

group.

But Bruck Properties — the assets owned by Bruokétties could have remained in
Bruck Textiles, is that not correct, and that stiduld have achieved that
outcome?---Privilege. | —look, | — 1 don’t knowit — it would have still achieved
the outcome. Possibly.

So what was Bruck Properties meant to own undeptbeosed
structure?---Privilege. It was to — it owned thihe property at Wangaratta.

And why was it suggested that it would be a goadroercial idea to separate the
property out from the company that actually mantufised the textiles on the
property?---Privilege. Well, it was just — the ypulifference was it was sitting
underneath Bruck Textiles before and now it wasg@do sit underneath Bruck
Group and that was just the preferred structurdgutard.

But at some point, the company owned the land aotwihoperated on, did it
not?---Privilege. | always understood that Bruckgderties owned the land.

So do — were you aware that at some point, thenbasihad to sign a lease in
relation to the land?---Privilege. Yes.
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Now, why would — why did that lease become necgsg#ne business had always
been separate from the owner of the land?---Pggilel — | — | think the rationale
there was to ensure that there was an appropéaatsron the property and that that
was factored into the manufacturing costs.

| see. So to your understanding, the businessatasioperating the textile mill never
owned the land on which it was being operated?vil@ge. | — | don’t believe it
did, no.

And so prior to that point, to your understandithg, business had been getting free
rent, had it?---Privilege. Yes.

| see. So some company owned the land, but tmapaoy was receiving no
revenue; is that correct? I'm just trying to ursdend your
understanding?---Privilege. Yes.

| see. So at some point — and we will get to tidat at some point was it
determined that the business, the textiles busié@sscosts were not being
accurately represented because it wasn’t payintafar that somebody else owned
and it was appropriate to sign a lease to reprékese costs?---Privilege. Yes, that
was the logic behind it.

And who presented that logic?---Privilege. It viddsllip Bart that presented it.

To the board; is that correct?---Privilege. Yes.

So your understanding was from 2004 when you beeadiector, the company that
owned the property was separate — the Wangaratpeefy was separate to the
business. Is that correct?---Privilege. Can \gpeat that, sorry?

Sorry. Your understanding was that from 2004, thatcompany — in all your —
sorry. | will start again. In all your time aslmector of Bruck Textiles, you thought
— or it was your understanding that the businedsdt own the land upon which it
manufactured. Is that correct?---Privilege. Mylerstanding was, yes, that Bruck
Properties owned the land.

I understand. Registrar, could | just have a n@nptease, for - - -

THE REGISTRAR: Yes.

MR KULEVSKI: - - - some instructions? (**)

[PAUSE]

MR KULEVSKI: Thank you. Sorry for that. Thankuy for that indulgence,
Registrar.
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So perhaps if we could move to tab 7, Mr Castridds.you prefer Castrisos or
Castrisos?---It's Castrisos.

Castrisos. Thank you. And perhaps if | could ysk to familiarise yourself with
that board package. No, sorry, | should mentiaoih’t be asking you about any
guestions after the first two pages, the CO repolth okay .....

Thank you. Now, were you aware that, at that tivhen you received this, that the
EBA was scheduled to be signed off by Fair Worktéalg on 25
January?---Privilege. Look, | don’t — | have nasen to doubt that this is correct.

Was that something — that issue something thatoweng discussed at the
time?---Privilege. Yes, normally what happenethatboard meetings is they would
give us an update on where they were at with th&.EB

What were your understanding of the industrial @éssat that time, given that the
EBA was about to be signed off?---Privilege. Lob&an't recall the exact issues,
but, you know, previously there had been issuedingl to the redundancy
provisions and grandfathering, which is — whichdieshto be the major one. And
then just getting some more flexibility into the EB terms of changing of shifts.

| see. So could you elaborate, if you're ableatbitle on what the redundancy issues
were?---Privilege. The redundancy provisions e BBA were significant in terms

of the number of weeks that the staff are entittecdnd what they were trying to do
was grandfather the provisions, | think, so that searts didn’t receive those
benefits.

And, | apologise, when you say they were tryingdimyou mean the
business?---Privilege. Yes.

And to your understanding, was that successfulfivil€ge. Yes, | believe it was. |
don’t recall when they actually got it in, but lderstand they got the grandfathering
in.

Now, this EBA that was signed off on, did you urdend that over time, Mr Bart
became unhappy with it?---Privilege. Look, he wdghink he had concerns with
aspects of it, and it would probably be those tvaas, the flexibility of it and - - -

SO - - -?--- - - - the provisions.

I’'m terribly sorry. Please finish your answer?fivitege. And the provisions of the
redundancy as well.

So did you understand that Mr Bart’s principal cemms with the EBA were the large
redundancy exposure; is that correct?---Privilelggok, | think it was a concern of
everyone’s, to be honest, but | don’t know if itsaanything more than, also, the
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flexibility, but it was — but those two issueshirtk, were probably the more critical
ones.

And in what way was the EBA inflexible?---Privileg#t was just the notice periods
you had to give to change shifts, etcetera.

| see?---So | guess that's a common issue wittin af EBAS.

Was there any discussion taking place at the timogitaany long-term problems for
the business with this large redundancy paymemsxg?---Privilege. Look, it
obviously created challenges, | guess, with anyréixing that needed to occur.
Having said that, through the years they seemedktoage to do it with not that
much difficulty, 1 didn’t believe.

And so was there — was there no — sorry — thereneasiggestion at the time, was
there, that Bruck Textiles couldn’t afford to camte to operate in business without
meeting — and meet redundancy obligations as amah Wiey arose?---Privilege. |
had no doubt. And every year they did budgethay felt that they needed to make
provisions for redundancy, they would put it in thelgets.

Great. So as at December 2011, to your undersigniie continued funding of
Bruck’s redundancy obligations would not be a dgigant problem for
- - -?---Privilege. No.

The next document is quite substantial, Regist@rgiven your commitment, it
might be a convenient time.

THE REGISTRAR: Mr Kulevski, because — you told yo1 don’t need to come
back at 4. | can sit for another 10 minutes, aft thssists you. But if you think that
you're going to go into a much longer bracket gfito - -

MR KULEVSKI: So you don'’t have to leave at 3.307?
THE REGISTRAR: No, | can — as | said, | can gyeel another 10 minutes.

MR KULEVSKI: Well, then, | will happily take it.Thank you, Registrar. I'm
grateful to you.

So if I could ask you to turn to the next documtagitind tab 8, please, Mr Castrisos,
which is the board pack of 20 December 2011?---@0want me to read all of it, or

If you could please read the first three pages?-yd&/e read it.

Now, could you please explain to us what the GEdR&r account was?---Privilege.
It was the working capital finance that was prodidhy GE. It was linked to the
level of debtors.
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And who was responsible for managing that?---Rrgel The CFO.

And did you have any involvement at all in givindyece about the operation of the
GE Revolver account?---Privilege. There really waseed to. It seemed to
operate within its covenants and had been in gdlarca long time.

Thank you. Now, on the fourth dot point of thedoast, you will see the phrase:

Notwithstanding the above, the company will corgitmube in a strong cash
position for the remainder of the 2012 financiahye

?---Privilege. Yes.

And to your understanding, if there were any logymedundancy payments that
would put the company in cash jeopardy, they wialde been raised in that
forecast, would they not?---Privilege. Yes.

And so your understanding continued to be, didnthiat the employee — any issues
with the EBA or employee entitlements were notat point a significant hurdle tot
he long-term profitability of the business?---Plege. Correct.

Thank you. Now, if | could ask you to just go fuet through that document, past
the financial reports to what you will see on tloewament at the top that says 179,
you will see two pages that talk about the Bruckuprrestructure?---Yes.

Could you please read that?---I've read it.

Now, you will see that phase 1 goes some way tta@xpg the nature of the Bruck
property sale. Do you agree?---Privilege. Yes.

Now, could you explain how that worked?---Privileggo my understanding of it
was that Bruck Properties was essentially transfieinom BT, which was Bruck
Trading, to Bruck Group for the market value of Bion. And there was a loan
created because of that acquisition and then detd paid, which in effect BT paid
to Bruck Group, and that offset that loan.

Right. So is it fair to say this is what happenéaat BTT or Bruck Textiles, BT, as
it's called there, transferred an asset for a lsset?---Privilege. Yes.

And then it paid a dividend which extinguished liven asset?---Privilege. Yes.

So what was the consideration for BTT or for BTRrivilege. | think it was the
creation of the loan account. It obviously hadhtue.

And how was this loan account to be repaid?---Rg&. By the payment of that
dividend and extinguished it.
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Would it ever receive any cash?---Privilege. No.

Were you concerned at that point that such a tciiosamight have an impact on the
ability of BT to meet any future employee entitlarte®---Privilege. No.

Effectively it's a capital reduction in BT, is ibt?---Privilege. Correct, essentially.

And what benefit is BT getting for that capital vetion?---Privilege. | don’t know
if any company gets a benefit from a capital reidunct

So what was the justification for the capital retttut?---Privilege. | mean, it was —
it had sufficient equity to allow for the capitalduction. So | guess it was a
restructure of the capital base of that company.

And the restructure of the capital base of the aamgpvould quite obviously mean
that it had less capital to meet any future obiaye, did it not?---Privilege. | don’t
believe that was necessarily the test, becauseént éffect the cash flow, and far as
| guess the board was concerned at that time dimpany was solvent and able to
pay its debts.

So this proposal occurred, did it not, a week dfterenterprise bargaining
agreement was submitted to the Fair Work commissi@®117?---Privilege. Look,
I’'m not sure. | mean, if it's — | can’t confirm deny the — you know, whether that’s
the date or not.

Was any aspect of the restructure that was besuyusgsed discussed by reference to
the fact that the EBA had recently been submitteBfivilege. As far as | was
concerned, there was no link between the two, laatvwtasn’t discussed at the board
meeting. It was — | think it was just a co-incident happened to occur at the same
time.

So your understanding is it's a co-incidence?-wilge. Yes. That's certainly my
understanding.

But you would accept, wouldn’t you, that the capiéaluction that took place in BT
meant that it had less capital to pay for any mpgyrouts that would be required in
the future. Isn’t that correct?---Privilege. Otwsly a capital reduction is going to
lead to less capital.

Yes?---But for you to draw the conclusion thataht meet its commitments — |
don’t think it's an accurate conclusion.

No, I’'m not suggesting — sorry. I’'m not suggestihgt it wouldn’t necessarily be
able to make it's commitments; I'm suggesting tlvhen there is less capital the
commitments which it could meet in the future wolbjdnecessity be
smaller?---Privilege. Obviously if the capital wasluced there’s less capital
available, and on that basis we agree.
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And to your understanding, the reduction of theiteapt that point that was being
proposed had nothing to do with the fact the EBA just been submitted to Fair
Work Australia?---Privilege. Had nothing to do lwit, no.

To your understanding?---Correct.

But you're unable to provide any other commercilonalisation, are you, for why
that capital reduction was necessary?---Privilegecause it was part of this group
restructure. | guess in the end there was a € thas capital employed across the
group that was coming out of Bruck Trading. Seais re-organisation not only of
the structure but of the capital.

But which company held the liabilities?---Privilegkn terms of the trading
liabilities?

In terms of employees?---Bruck Trading had theiliigb

And that was the company whose capital was beidgced. Is that not
correct?---Privilege. Yes.

And did any of the other companies hold any sigaiit liabilities?---Privilege.
Well, it was only Bruck Properties at the time, axad | don’t believe it had any
significant liabilities.

In fact, it was Bruck Textiles that subsequentisuased a liability to Bruck Property,
was it not, in the form of the lease?---Priviledethen — yes, obviously it took the
lease. Yes.

Which it prior to that point had not been payingPrivilege. Yes, that’'s correct.

And its capital continued to be reduced over thigogdedid it not?---Privilege. The
capital of Bruck Trading?

Bruck Textiles, yes?---Bruck Textiles. Privilegeook, it obviously was envisaged
out of that restructure that the capital base veaeduced.

Yes. Just excuse me for a moment. What do yoerstehd by the phrase “capital
reduction” as we’ve been discussing it?---Privile§@® | know it says “dividend”
there, but my understanding of the eventual traiwae you're talking about, |
guess, proposed transactions here.

Yes?---And then obviously the transactions occume2D13.

And we will get to the actual transactions, yed,What’s being proposed at that
point?---Look, at that point I'm not sure if waoposed to be a dividend out of
retained earnings or part dividend, part capitduotion. But eventually | think there
was a capital reduction component to it.
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Registrar, | think it's 20 to and you need to gdat’'s probably as far as we can take
it today.

THE REGISTRAR: Yes. Yes, | —is Mr Castrisos cognback on 16 February?
MR KULEVSKI: Yes.

THE REGISTRAR: Which is the next day.

MR KULEVSKI: Yes.

THE REGISTRAR: All right. Well, that's the negtate, Mr Castrisos. You're
going to continue examination.

MR KULEVSKI: You're available, Mr Castrisos, nexton the 18?---Do you
mind if | ask how long I will required for?

Certainly for the morning, potentially into theexftoon as well?---Right. Okay. |
will be available.

Thank you. We appreciate that.

THE REGISTRAR: All right. Well, that's the dateat it's adjourned to. In
relation to Mr Nicodemou’s affidavit — sorry — lsammons, | also adjourn that
generally. | don’t think he was coming back ort tthate, was he, did we say?

MR KULEVSKI: No, no. All the others are adjourhgenerally. Thank you.

THE REGISTRAR: Right. That's — the documentsaeihinave been used today: |
think they’ve been marked. So you just need teehgwur instructing solicitors
retain that until the next date, Mr Kulevski.

MR KULEVSKI: Thank you very much, Registrar.

THE REGISTRAR: Nothing further. Court is adjoach

MR KULEVSKI: Thank you.
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