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THE REGISTRAR: Allright. Yes, Mr Kulevski. Yes

MR KULEVSKI: Registrar, we will continue, with yw leave, with Mr Castrisos
this morning.

THE REGISTRAR: Yes.

MR KULEVSKI: He will be finished before lunch, my anticipation. We’ve got
Mr Johnson ready to come after lunch.

THE REGISTRAR: Okay.

MR KULEVSKI: My anticipation is that he will takdhe rest of the afternoon, but
even if he doesn't take the rest of the afternedmgt we’ve got in place is we're
preparing some bundles for Mr Johnson in ordera&erthe process simpler. They
will be a — and quicker. They will — and a comniumdle, hopefully, for he and the
future examinees, and they will be available far tiext time we meet, so that even
if we finish early with Mr Johnson this afternodre will be required back on the —
on the next day.

THE REGISTRAR: On the next occasion.

MR KULEVSKI: Yes.

THE REGISTRAR: Allright. | see. Mr Hedge, yate representing Mr Castrisos.
MR HEDGE: Yes, Registrar, | appear for Mr Casfsis

THE REGISTRAR: Yes. We will have him come bawtoithe witness box.
<JAMESVICTOR CASTRISOS, RESWORN [10.20 am]
<EXAMINATION BY MR KULEVSKI

THE REGISTRAR: Just for the record, | will getwto state your name
again?---James Victor Castrisos.

And your occupation, sir?---'m a company director.

And address?---35 William Street, Roseville.
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Thank you. Mr Castrisos, you're back to continue éxamination that you started
last week, and | understand you’re represented bidddige, so no doubt if anything
arises he will raise any relevant objection, amdllldeal with it. Mr Kulevski.

MR KULEVSKI: Thank you, Registrar.

Mr Castrisos, do — recall that on the last occasierwere speaking about the
December 2011 board pack and the mooted restrutierein?---Privilege. Yes.

And you say that that — no part of that restrucagteially took place, as mooted in
the board paper; is that correct?---Privilege.. N not saying it didn’t take place;

it changed slightly, but essentially the principleshat restructure were the ones that
unfolded over the next 18 months.

They were the ones that unfolded?---Yes.

And if | could ask you to just sort of not worryali any papers at the moment, but
just sort of ask you about a series of transactiang perhaps you can help us with
what you might recall about them. Now, do you Hebat in 2011 and 2012 there
were a series of dividend payments made by Bructil€2---Privilege. Yes.

Now, do you recall that on or about 16 May 201ydBrTextile paid a $750,000
dividend to Foy's?---Privilege. Look, | — | dom&call the exact numbers, it was that
long ago. But — but there — there were certainidénds paid during that period.

Do you recall at around the time of the board paysve been discussing,
December 2011, that an unfranked dividend of $#anilas paid to Foy’s in
cash?---Privilege. Again, | don't recall the exaatnbers, but — but as | said, there
were definitely dividends paid; | just don'’t relcle exact numbers.

And do you recall that they were dividends in thatt of range?---Privilege. Yes.

And could you, please, inform the court what thaification for the 2011 dividends
was?---Privilege. They — they had — the comparyretained earnings, so, | mean,
it was just in the ordinary course that dividendsevo be paid out of profits.

And those dividends were ultimately for the benefiMr Bart, weren’t
they?---Privilege. Ultimately, they were flowinigrough to his — his private
companies.

Yes. And so while you don't recall the exact nunshen 2011 it was considered by
the board of Bruck Textile appropriate to pay dends in the range of 2.75 million
for the ultimate benefit of Mr Bart; is that right-Privilege. Yes. There — there
were quite substantial retained earnings, so thexgapproved.
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And as you said last week, there was certainlyuggested at that time that there
were any major structural difficulties that wouleam that Bruck was heading into
any threat of insolvency; is that correct?---Reige. Yes, that’s correct.

Thank you. Now, do you recall that on or aboutiApmor in or about April 2012,
that Bruck Textiles changed the accounting treatroéthe 21 December dividend
to not be paid by Foy’s but to have been paid t&A0h 2 January
2012?---Privilege. Yes. There was some correc¢oahe minutes, and | believe it
was because the restructure had occurred and #tesnhde a mistake in the — in the
minute.

So the — which restructure are you then speakiogt&b--Privilege. That Bruck
Group had been established 1 January 2012, whideguently became ATG, and |
think the minute had incorrectly reflected thawés being paid to Mark Foy’s.

Had it incorrectly reflected the payment, or wass playment changed?---Privilege.
My recollection is that it incorrectly — it incowt#y documented the — the dividend;
it wasn’t that the payment was changed.

So characterisation of the payment wasn’t changegpur recollection?---Privilege.
No.

Thank you. Now, do you recall that — were youraator of ATG, the Australian
Textile Group?---Privilege. Yes. | became a diwec At the time | think it was
called Bruck Group.

Now, do you recall a meeting of the directors olpsil 2012, that it was resolved
that ATG would use the proceeds of that 2 Janumrgehd to loan Foy's $2
million?---Privilege. | don’t — I don't recall.

You don't recall that. Do you recall, as partloé restructure, that there was a
transfer of ownership from Foy’s to ATG?---PrivieegFrom — you're talking about
from Bruck - - -

Yes?--- - - - Trading? Privilege. Yes. I thifiat’s correct.

Now, the business of Bruck Textiles operated fromrmill at Sisely Avenue,
Wangaratta, wasn't it?---Privilege. Yes.

And that'’s, in fact, to your knowledge, where wgerated from now; is that
correct?---Privilege. That'’s correct.

Now, do you recall that on 1 January 2012 that BiTextiles sold its shares in
Sisely to ATG for just over $8 million?---Privilegélhat’s — yes, that’s correct.

Did you ever see a written sales agreement betBagrk Textile and
ATG?---Privilege. No.
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Are you aware of whether a written sales agreeietween Bruck Textile and ATG
exists?---Privilege. I'm not aware of one.

Perhaps if | could take you to an asset regisserry. | will just show you one piece
of paper that’s not in your folders. Do you recaking this document? | will give
you a moment to familiarise yourself with it?--aRiege. No. | don’t recall seeing
it.

Do you recall, at all, discussing any of the figutieat made up that ultimate payment
of just over $8 million?---Privilege. Yes. Theltained an independent - - -

Sorry, | hate to interrupt you. When you say thelgp do you mean by
they?---Privilege. The — the — well, it was themagement and — and Phillip Bart
obtained a independent valuation of the propertjon’t recall the date but | believe
it was before 1 January 2012 and that valuationecaninder the book value. So
they determined that the consideration would bebthak value.

Well, do you remember what the valuation actualhs@--Privilege. The — my
recollection is that there were — there was onee-figure that was for vacant
possession and one based on current usage.

And do you remember the discrepancy between theRr4lege. | believe it was
significant. | think it was probably four or 5 ridn.

Yes. Now, | will take you to the valuation in a ment but do you recall that the
valuer determined that he considered a fair vadu¢hie financial reporting purposes
to be 7.5 million?---Privilege. That figure — tisany recollection. Yes.

But, however, he determined that a market valuerasgy sale of the freehold
interest with vacant possession was 2.8 milliof?tvilege. That's my recollection.

And do you remember receiving a curb-side estiraaggl in the BRI Ferrier report
of 2 million?---Privilege. | don’'t — I — my recelttion is that there was a — a verbal
report and that | — | think | had specifically adkbat it be in writing.

Separate to this report you mean or do you meanéport?---Privilege. No,
separate to this one.

And do you remember what the other separate reg@as®---Privilege. | believe it
was a letter from the agent that was tabled abtia®d meeting.

| see. And do you remember what the value atteidbid the property by that agent
was?---Privilege. Look, | don’t remember the eXautthey — they were similar to
the numbers you just — you just mentioned.

Perhaps if | take you — perhaps to clear up théusoon if | take you to that report. |
will give you one to familiarise yourself with thdocument.
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THE REGISTRAR: Should that first document be nearkMr Kulevski, or not?
The one that you just showed.

MR KULEVSKI: Yes, please, Registrar. I'm teryidorry. | think we're up to 4,
aren’t we?

MR KULEVSKI: 5.

MR ........... Yes, that’s right.

MR KULEVSKI: 1think that will be 5, Registrar.

THE REGISTRAR: Yes. Allright. | will just se@at document. The one page
document headed S-i-s-e-I-y Properties Propridtaryted Asset Registrar at 1

January 2012 should be the next one on the list.assistant will confirm it but |
think it's MFI5.

MFI #5 SISELY PROPERTIES PROPRIETARY LIMITED ASSET
REGISTRAR DATED 01/01/2012

MR KULEVSKI: Yes.

THE REGISTRAR: Yes, itis.

MR KULEVSKI: s this the valuation that you ret&at-Privilege. No.

It's not the valuation you recall?---Privilege. No

So there was another valuation, was there?---Bgeil | — yes, | believe there was
another one page letter that was received backanound the time that the transfer
occurred that — that just supported the curb-sadeation. | actually — | had resigned
as a director by the — by this date.

That's what | was - - -?---Yes.

- - - going to ask you. So you've never seen vaaiation before?---Privilege. No.

And so the only valuation you say existed at theetvas maybe a one
pager?---Privilege. Yes, that's — that is my relon. It was a one pager.

Do you remember who drafted that valuation?---R¥ge. No. It was a local agent
but I don’t remember his name.
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And so you might see at page 130 — | know it'sandbcument you've seen before
but if | could just take you to — sorry, | don’tipages are internally numbered. If |
could take you to 7.0 and 8.0 of the report, Mrithwour leave, Registrar, Mr
Shenkel will help.

THE REGISTRAR: Yes.

MR KULEVSKI: 7.0 and 8.0. Thank you. You wikks there that Dickenson
Consulting has opined that they assessed thedhie\of the land and building assets
for company accounting purposes at 7.5 million?ivilrge. Yes.

And you said that they assessed the market valtreedand and building assets on
the basis of a sale of the unencumbered freehtddeist with vacant possession as
2.8 million?---Privilege. Yes.

Now, were they the two different assessments im y@eollection given
- - -?---Privilege.

- - - in that one pager?---1 can’'t be certain tihaty’'re exactly the same numbers but
— but they were similar. So in terms of the —dffeerence between the two, very
similar numbers.

And do you recall whether the two valuations giuethe one page letter were on a
similar basis in the sense of the way in which Bitéon Consulting later valued the
company?---Privilege. Yes.

So if we perhaps go back to the document that ysuhjad, MFI — Registrar, could
that be marked MFI6?

THE REGISTRAR: Yes.
MR KULEVSKI: Thank you.

THE REGISTRAR: The bundle of documents headedkstavalue Land and
Buildings Assessment for 19-81 Sisely Avenue, Weatltm Victoria 3677 by
Dickenson Consulting is MFI6.

MFI #6 MARKET VALUE LAND AND BUILDINGS ASSESSMENT FOR 19-
81 SISELY AVENUE, WANGARATTA, VICTORIA 3677

MR KULEVSKI: Now, are you able to explain whwitas the accounting value of

the property was considered justified at such feigiht amount to — | withdraw that.
| will start that again. You're aware that therasna large discrepancy between the
market value and the fair value for accounting psgs?---Privilege. | mean, there

was a difference obviously but | — are you compative 8 million to the 7.8?
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I’'m preparing the 8 million to the market value28 million?---Privilege. So | —
my take on it would be that the 8 million reflecté& going concern value which is
consistent with — with the property being occupied.

And occupied in what sense?---Privilege. Occupigd by Bruck.

And do you know how the figure was calculated? Wy reference to what rent
Bruck would be prepared to pay to occupy the pregfis-Privilege. You mean in —
in regard to the valuation that - - -

Yes?--- - - - was done? Privilege. | don’t redalt — but — | mean, | guess common
sense would dictate that that’s what it was based o

Was there a discussion at all at board level alvbytthe book value was seen as
slightly over 8 million when the market value wasdar 3 million?---Privilege. The
— the 8 million was compared to the 7.8 becauske bdtoth of them reflect Bruck
continuing to occupy the property.

But was there any discussion at board level abdwttivose two figures were so
different to the market value of less than 3 mil?e--Privilege. | guess — | guess
everyone understood the fact that — that in Warntgara property that size was not
going to be easily rented.

| see. And when you say not easily rented, thamaehat the value was attributed
to what the — rent it to anyone is what you meanatrcapable for being sold? I'm
not quite sure what you mean?---Privilege. Thetlgere — there probably weren’t
too many companies, you know, in Wangaratta thatldvbave a — a need for a
property that size.

It had no other or not much other commercial valgeyou see in terms of its market
value?---Privilege. | think if Bruck wasn’t — if wasn’t occupying that premises,
there would be some significant issues with regamnting it and there were some
— there were also some remediation issues.

| see. So before the restructure that took phame said on 1 January
2012?---Privilege. Yes.

What rent was Bruck paying for the land?---Privéedrhere — there was no rent
being paid.

So how was it determined that the book value wsified at just over 8
million?---Privilege. It was done — as | recallyias done at cost.

When you say at cost, what does that mean?---Bgwil So | — | — it — it was
historical cost so whatever the cost was in thared sheet.
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| see. Earlier we discussed the rent someone Wimifitepared to pay was a
component in the value. Do you remember thatdwil®ge. Yes.

Now, if Bruck wasn’t paying any rent and no oneeeduld want to rent it, how was
the rent considered a component of the value?vil®ge. | don’t know exactly how
that agent, or the valuer, did it but it would natly be done on comparable. So —
and obviously not that easy with this size of progéut that’s how it would
normally be done.

But what or who were the comparables that weregsezpto pay that amount of
rent?---Privilege. | don’t know who he looked at.

Did you ever discuss, at board level, the fact yloat weren't — that Bruck itself
wasn’'t paying any rent meant that it was an inhigydoose figure?---Privilege.
Look, any unique property there’s going to be samherent issues with it,
obviously.

And so no one at that point thought, did they, thatsmartest attitude was to go
with the market value?---Privilege. | mean we & we did go with the market
value because it was based on Bruck continuingtogmy it which was the fair — fair
value.

Well, you were told that the market value, thoughs 2.8 million. Weren't
you?---Privilege. That's the market value witlbhéing unoccupied which wasn’t the
situation.

Yes. But the fair value was almost three timesérghan that, according to the
estimate?---Privilege. Correct.

But based on, you would accept, wouldn’t you, rubigures?---Privilege. No. |
wouldn’t accept it’s rubbery figures. 1 think iigt represents the uniqueness of that

property.

So unique in the sense that no one’s preparedytamarent for it?---Privilege. That
it would have been difficult to rent it to anotlfeampany.

So I'm just trying to understand then, if it’s ddffilt to rent it to another company
and the company then occupying is paying no rehgtyustifies the much larger
premium over market value?---Privilege. That tbmpany was going to start
paying rent.

What did Bruck receive for the sale of its shareSisely to ATG?---Privilege.
There was a consideration of 8 million and it weysresented in the form of a loan.

A loan by whom to whom?---Privilege. It was a |ldeam Bruck Group to Bruck
Textiles.
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And how was that loan extinguished?---Privilegey tBe payment of a dividend and
a capital reduction.

So there was a payment of a dividend of slightlgrad million, was there not
yet?---Privilege. That’s correct.

And there was a $2 million capital reduction fromuék to ATG?---Privilege.
That'’s correct.

And that purchase was approved, was it not, byaaleiting resolution of ATGs
directors, which included you?---Privilege. Thattsrect.

So Bruck Textile didn’t receive any cash considerafrom ATG for the sale, did
it?---Privilege. There was no cash transferred,laglerstand it.

What it received, according to the records, wasmtricompany loan receivable.
That’s correct?---Privilege. That's — yes. Thatig understanding.

But then that was extinguished by the payment efdiidend and the capital
reduction. Isn’t that correct?---Privilege. YeBhat's what | believe happened.

And then are you aware that, subsequently, thediéqars received an informal proof
of debt form from Sisely which claimed the amouh8@&-odd million in respect of
rental arrears pursuant to a lease agreement betrsely and the
company?---Privilege. I'm not aware of what probflebts were lodged, so I'm not
aware of what was done.

Was there any discussion at board level aboutatiettiat there were over $8 million
of rental arrears pursuant to a lease agreementbptSisely and the
company?---Privilege. No.

Were you aware of Bruck ever actually paying amg?e-Privilege. No. There was
an arrangement in place where there was a lease place to document the rental
and Bruck Trading would pay, if cash flow alloweda, but there was no
requirement to pay it on a monthly basis.

And now do you recall it ever paying?---Privilegdot that | recall.

But dividends were still going up to Mr Bart?--‘Riege. | don't recall the exact
payments after that date but it is quite possided were still dividends being paid.

So let me just get the sequence right. Large diwg paid in 2011, ultimately for
the benefit of Mr Bart. Is that correct?---Prigge There were dividends paid.
Correct.

At 2012, there was a restructure of the Bruck GPauprivilege. That’s correct.
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You're told that the market value of the factoryiisder $3 million. That's
correct?---Privilege. There were two values préssnSo | believe the market value
was the higher number because Bruck was contirtoingcupy the premises.

| see. And that — as we discussed — that valuedetsmined on the basis of what
rent would be prepared to be paid by Bruck. Thedisect?---Privilege. Yes.

Now, Bruck had never paid rent before that time it2---Privilege. That’s correct.

Bruck disposed of its interest in the shares thateal the factory. That’s correct,
isn’t it?---Privilege. That’s correct.

And part of the valuation was done on the basist@t rent — sorry. | withdraw
that. And Bruck never actually paid any rent ag@t 2, did it?---Privilege. No, but
there was an obligation to pay rent.

| see. In your experience, how long does an orgitemant last with an obligation to
pay rent, when they never actually pay rent?--ilege. Obviously not very long
but, you know, they were part of the one grouphswe was obviously an
arrangement there to account for it through a Ex@ount.

| see. And what was the nature of that arrangePeRtivilege. It's my
understanding, it was just to go through a loarvant

| see. What I'm trying to understand is the fiisdition for selling your shares in
land when you’re not paying rent before and you'tdoay rent afterwards but — and
you also receive not cash consideration for the. s@lould you please explain the
justification?---Privilege. It was obviously parthe overall restructure to form the
Bruck Group and have the property separate andwue tent paid so that there was a
return on that property assist.

You weren’t seriously expecting rent ever to belghough, were you?---Privilege.
| —no. That's not a correct statement. | thinktkink there was intention so long as
it didn’t put any cash flow pressure on Bruck Tragfor the rent to be paid.

So was it ever raised, the fact that no rent wasgheaid?---Privilege. No, not after
— I don’t recall after the initial discussion abdi lease being put in place that it
was ever raised. Having said that, | think thedéeaas put in place mid-2013 and
the last board meeting | attended was November 201Bere was probably one
board meeting after that.

So you value the land on the basis of it as a gooamgern. That's
correct?---Privilege. That'’s correct.

And a significant part of that basis is that soneeatll pay rent for it?---Privilege.
That'’s correct.
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No one in your time ever does pay rent for it, ldey---Privilege. No, over a six-
month period, | don’t believe there was rent phid, I'm not certain.

What was the formal obligation in 2012 to pay teet?---Privilege. There was
nothing documented in 2012.

| see. So when was something documented?---Ryevilé understand it was
documented in mid-2013.

Perhaps if | could show you a copy of that leahgst excuse me a moment. I'm
sorry. | have a copy of the lease in front of maglbm just trying to source it in your
bundle. | apologise for the delay. Perhaps ifcae give you a separate copy of the
lease, because it doesn’t appear to be in yourleurizb you have a copy in front of
you?---Yes.

Do you recall that document?---Privilege.

Do you recall who drafted that document?---1 doattall seeing the final document,
but I'm aware that Phillip Bart had instructed @dBiggers & Paisley to prepare the
document.

And you don't recall who the partner or solicitesponsible for that document
was?---Privilege. There was a comment in an erbailwho — who prepared it, |
just can’t remember her name.

| see. Now, if I could take you to page — to teference schedule of that document,
which is towards the end, the last — the — thinkilitbe the second page from the
end of your document. Just after the signature pa&md do you see the
commencement date of the lease is 1 January 20BR#A¢Hege. Yes.

Can you explain why this document was backdateohd6ths?---Privilege. No, |
can't.

So you have no recollection of any discussion waitfione about why this document
was backdated 16 months?---Privilege. | don'tltenay discussion. No.

Do you recall seeing this at the time?---Privilegelon’t believe this was tabled at
the board meeting.

So this was never approved by the board, this{istflvilege. The — the — my
recollection is that Phillip had raised the neeg@repare a document in relation to the
rental arrangement, and that it was going to bafound about that figure, of
700,000 for a three to five year period.

Now, the lease itself was never approved by thedyos that correct?---Privilege. |
don’t recall approving this document.
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Do you recall ever seeing this document befores Having shown it to you
now?---Privilege. No.

| see. So you never discussed with anyone whydib@iment was
backdated?---Privilege. | don’t recall discussingNo.

So there was no discussion with Mr Bart in the ernhbf preparing some document,
that the document would need to be effective frodarduary 2012; is that
right?---Privilege. | don’t recall discussing iNo.

You would accept, wouldn’t you, that it would haween a significant thing to have
happened; is that correct?---Privilege. Yes.

And so you accept you have significant experiencba@ards; do you
not?---Privilege. Yes.

You would accept, wouldn’t you, that this is exgdtie sort of thing you would be
likely to remember if it had been brought to yotteation; is that
correct?---Privilege. Yes.

Do you see that the term of the lease is listetDagears?---Privilege. Yes.

Do you recall discussing that?---Privilege. No- hy recollection is that the
discussion was — was that it would be at markdatexrnd that it would be for around
three to five years.

Okay. So do you recall agreeing, as a board merttie6700,000 plus GST was
market rental?---Privilege. | don’'t know if we agd the specific number. We
agreed that there would be a process to actuathirothe market rental.

Do you recall what that process was?---Privilepbelieve they were going to talk to
local agents and get some comparisons.

| see. And the results of those comparisons, Wexg ever presented to the
board?---Privilege. | don't recall.

Do you recall whether they were ever presenteatoiy any capacity?---Privilege.
| don’t recall specific. No.

Do you recall the figure $700,000 plus GST evengiresented to you?---Privilege.
That — that number does — | — | do have some ectidin of that number. Yes.

And did you agree at the time that that was an@pjate market rent for the
property?---Privilege. Based on the process, mdu- it actually operated outside
the board meeting, but they were going to getdldaice. But | didn’t review the
actual - - -
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Yes?--- - - - paper, so | can’t say that | spealficapproved that 700.

Now, as nice as possible | want to put to you, Msi@isos, that you're smiling and —
at me because you accept, don't you, that $70Q0G0GST is a wildly
inappropriate rental value for that property; hattcorrect?---Privilege. No. I'm

not, because it is — it is a significant — it s ifl significant property. So | —1don’t
think it's unreasonable.

Okay?---And | — | did see what numbers they wellértg about in terms of square
metre rates, and it didn’t see — didn’t seem adff— off the mark.

So in the history of Bruck Textiles, when had aegtrbeen payable up until that
time?---Privilege. That — there hadn’t been, drat tvas one of the issues coming
out of the — the restructure that they — they waithat to occur.

| see. And we determined at 1 January 2012 thahecelse was likely to pay that
rent for the property; is that correct?---PrivéegYes. The — the — | think the point
you're making is that the — there — there werestt tnany obvious tenants in the
Wangaratta area to take over a property that size.

That’s correct, isn't it?---Privilege. That’s ceat.

And that was the justification for the book valas,opposed to the wildly smaller
market value; is that not correct?---Privilegeo. N keep coming back to the fact
that there had to be some value attached to tbaepy having Bruck Trading
occupying it, paying a market rent, and that'sghaciple of it. You're — you're
obviously asking about some of the specifics irardgo the numbers, but | don’t
think they’re — | really don’t think they're off thmark.

| think you will find we’re in vigorous agreement ¢hat, that that book value could
only be justified on the basis that it be value@ g®ing concern, with someone
paying a market rent; is that not correct?---Fege. Yes.

And when did anyone ever pay a market rent?---legei. | think we agree that that
— that rent wasn’t paid, but it was in the formadban, and | don’t know specifically
whether they paid rent in that last six monthdor’t know.

But they certainly never paid rent at any time befar after the restructure that you
were on the board; is that correct?---Privilegdon’t recall them paying rent. No.
| mean, it — it's quite possible it wasn’t brougbtmy attention because there was
one or two board meetings, and that was it.

And was any discussion about the payment or nompay of rent ever brought to
the attention of the board?---Privilege. There wdlsere was a clear understanding
that the rent would be paid when — if — if it ditloause any issues for Bruck
Trading.
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But you're paying dividends, aren’t you?---Privikegl don’t recall in that last six
months whether there were dividends paid. I'mswe.

But you had paid over $2 million in dividends iretpear prior to that; is that
correct?---Privilege. Yes. That was — that sowatsect. Yes.

That seems like an unlikely thing for a board tprape, doesn't it, if it thinks it has
a rental obligation coming; is that not correciPrivilege. | think we — the issue
was this lease was done in mid-2013. You're tglibout 2012.

But you would accept, wouldn’t you, what you saddlier, that the rental obligation
supposedly persisted, you said, from 1 January B®%8pport the book
value?---Privilege. Yes. |did say that, but £gs it was looking at the — the value
on an ongoing basis.

Please explain that to me?---1 don’'t — | don’t knew— | don’t know how to explain
it to you. | mean, | — the — the value that wakey clearly had got a value based on
Bruck continuing to occupy. There was an intentlwat at some time it would pay
the rent, my understanding at the time.

How long will you or | last as tenants if we haveiatention to pay rent but we
never do?

MR HEDGE: Registrar, | object to that questidtis unnecessary. It's not relevant
to the issues. He's - - -

MR KULEVSKI: | withdraw it.

MR HEDGE: Ask him about the - - -

MR KULEVSKI: | withdraw it, Registrar.

MR HEDGE: - - - affairs of the company, please.
THE REGISTRAR: Yes.

MR KULEVSKI: Have you been the director of otleemmpanies that require rent to
be paid?---Privilege. Yes.

Do those companies pay their rent?---Privileges.Ye

So were you not concerned at all that Bruck wagaging its rent, or were you
unaware of it?---Privilege. There — it wasn't gmeted that Bruck would never pay
its rent. It was just — it was just put to the fabtat it would pay the rent when the
cashflow allowed it to do so, and that was discdissenid-2013.
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But was it discussed at all the fact that it hagid rent for the last 13
months?---Privilege. No.

So you were unaware of that fact?---Privilege. THase hadn’t been put in place.

So what justified the value at 1 January 2012aféhwas no obligation from that
point to pay rent?---Privilege. There was nothimglace from 1 January.

So from your understanding, there was no obligatiopay the rent until the lease
was put in place; is that correct?---Privilegéhal— that's my understanding. Yes.

And that was your understanding as a board membehat correct?---Privilege.
Correct.

Thank you. | won't take you to it, but there’srayision in the lease agreement —
just accept this for a moment — that the tenant qpang the rent in arrears within 20
business days after the landlord makes a demandramiies an invoice. Were you
aware of any invoices ever being issued for th&retPrivilege. No.

Thank you. Now, if | take you back to the leaseeagient on that page — if | take
you back to the front page of the lease agreeméat. see the front page where it
lists Bruck Properties and Bruck Textile?---Prigde Yes.

Was that the ABN from your recollection of Bruckxiiges Proprietary
Limited?---Privilege. | —1don’t recall the ABNumber.

Would it surprise you to hear that that ABN matctiet of the trustee for the Bruck
Textiles Unit Trust?---Privilege. Yes, it would.

Could you tell us anything about the trustee ferBnuck Textiles Unit
Trust?---Privilege. It's some time ago and | dae'tall the details but originally
Bruck Textiles was a unit trust and it was — the trast was terminated and — and
the assets transferred to the corporate structure.

And that was wound up as far back as July 2005 ydaorecall that?---Privilege.
That — that timing sounds about right.

Yes?---Yes.
So are you aware of any justification why the ABNM Bruck Textiles Proprietary
Limited would match the unit trust’'s ABN rather thBruck Textiles?---Privilege.

No.

Was that ever raised at the board meeting?---Bgeil | hadn’t seen it so | didn't —
yes. | —Ididn’t raise it, no.
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No, no, not you. Had it ever been raised with it the tenant with have the ABN
of the unit trust?---Privilege. No.

Thank you. So could you to your recollection nating ever seen the lease before
today, recall what actually was discussed with gbaut the obligation to pay rent in
2013?---Privilege. What was put to the board r@sll is that rent would be paid by
Bruck Textiles to Bruck Properties so long as désh allowed for it to occur and,
look, at the time, the cash flow was reasonableth8re could have been rent
payments.

There could have been but there weren't, is thaect?---Privilege. Not that | — not
that | was aware that the rent. But, again, thay not have told me because it was
—really, that’s just a — | guess, a normal dagdy-management issue.

So there was the money to pay the rent while yoe \@edirector?---Privilege. | —
look, my recollection is there was sufficient célshv that would have allowed for it
to be paid.

Thank you. And the fact that the rent might notehbeen being paid was never
raised with you, is that correct?---Privilege. NBhe only thing that was raised was
that the — you know, if Bruck couldn’t pay the réecause it had working capital
requirements that wouldn’t allow it to, there wanildbe an issue.

What were the processes in place for the boardoappof documents like this lease
and by that | mean how many directors were neealegprove a document of that
nature?---Privilege. Yes, | believe there wereydnio required.

| see. Do you recall who approved the lease?vil€ge. No. But | mean, | — |
assume Phillip Bart obviously was one of them. Anakn | didn’t approve the
lease, | presume Geoff Parker was the other one.

| see. And had there been a practise to your kexyd of significant items not being
approved by you but being approved by the otherctirs?---Privilege. Look, | — |
can't recall any in time there that — that — thatevsignificant. There were certainly
a process whereby things were brought to the baagdhen obviously were dealt
with by — by management and in some cases, obyitlslother two directors

would — would — would be there on a day-to-day $asi

| see. But this lease were never brought to tledas that correct?---Privilege. |
don’t — I don’t recall it being brought to the bdano.

Did you ever raise with either Mr Bart or Mr Parkenat happened with those lease
discussions we were having?---Privilege. | — ldaad in the June 2013 board
meeting that we — my recollection is we talked dliba process for the lease being
documented and | was satisfied with what they ¥ dad to me.
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And what was said to you?---Privilege. That it Weblbe done on a —on a
commercial basis and based on a market rent.

And you weren’t told what that rent would be?--viteige. | — 1 don’t recall but that
— that number doesn’t surprise me, the 700.

| see. Even though no one you knew was going yatpa-I will — | will just restate
what I've said previously that | don’t believe timention was that it would never be
paid. The comment — the proviso that was put evag that if Bruck Textiles didn’t
have the cash flow because of other working capgiirements to pay the rent, that
there wouldn’t be an issue.

Do working capital requirements include paying dends ultimately for the benefit
of Mr Bart?---No, | don’t believe that that wouldkat would be the case.

| see. And certainly it wasn't discussed with yaly the rent obligation would need
— or the lease would need to be backdated to lagn2012, is that
correct?---Privilege. No. Other than the fact thlaviously that’'s when the
transaction occurred.

But that was not raised with you?---Privilege.ohd recall it being raised. No.

Did you at any time after these discussions toakeksk what happened to the
lease? Did you ever ask to — sorry, | withdraw.tHaid you ever ask to see a copy
of the lease?---Privilege. No.

Were you ever informed of whether the lease wasgrd?---Privilege. Look, | do
recall in one of the board meetings | think thavéts being finalised but | — | don’t
recall being told it had been executed.

If the fact that the lease was to be backdated skidmaonths had been raised with
you, would that have caused you some concern«dgye. Look, | — I — I would
have had some concern with backdating a documest, y

Thank you. Now, if | could take you back to yoetwml documents please, Mr
Castrisos?

THE REGISTRAR: Does that mean this document bdetmarked as well, Mr
Kulevski?

MR KULEVSKI: Yes, please, Registrar.

THE REGISTRAR: Document headed Lease for — sfitri property at that
address, Mr Kulevski - - -

MR KULEVSKI: Yes.
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THE REGISTRAR: - --791 Botany Road, Rosebefyfat’s the lease premises, is
it?

MR KULEVSKI: That's — no, they're not the leaseemises, Registrar. They're

THE REGISTRAR: | just want to give an identifierthis MFI, Mr Kulevski.
What's the lease premises?

MR KULEVSKI: I'm sorry, Registrar. | was discusg with my friend.

THE REGISTRAR: | just want to give an identifyiagdress to this document for
the purposes of the MFI.

MR KULEVSKI: Yes, it's — well, the street — if ygust — | think the best address
to use would be from the reference schedule evamthit’'s a certificate of title
volume identifier.

THE REGISTRAR: Where is that?

MR KULEVSKI: That's on the reference schedule g¥his the second last page.
And you will see that the notices are to be sedtx®@1 Sisely Avenue, Wangaratta
which is actually the address of the premises.

THE REGISTRAR: Well, | will just refer to the ddicate of title volume. That
might be the easiest and is that the one, Mr - - -

MR KULEVSKI: May it please, Registrar.

THE REGISTRAR: Yes. Volume 11398, Folio 709 redd to on page 23 of the
lease. So that will be the next MFI. | think teatumber 7.

MFI #7 LEASE FOR VOLUME 11398, FOLI10O 709

MR KULEVSKI: If that could — | apologise. It'dr@ady been given back to the
witness.

THE REGISTRAR: Yes.

MR KULEVSKI: Just out of fairness, Mr Castristise lease was executed — if |

could take you four pages in, you see there tletlttument is dated as 24 May
2013. Is that correct?---Privilege. Yes.
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You understood by reference to the schedule wheaslasking you questions about
backdating that what | was referring to was thekdating of the obligation to pay
rent from 1 January 2012, is that correct?---Rey@. That's correct.

And so your answers were by reference to that wtaleding, is that
correct?---Privilege. That's correct. Yes.

Yes. Thank you.

MR HEDGE: Registrar, that was at my request synpgicause the document is
dated ..... | understand my friend’s questions the document itself hasn’t been
back-dated; it's the application.

THE REGISTRAR: Yes. Allright. As long as thatlear.
MR KULEVSKI: Yes. ..... But I'm indebted to nfgiend for that clarification.

So —that’s fine. Just sitting there. Thank ydu,Castrisos. So, if | could ask you
to turn to tab 14 of the bundle, and you will de&t’s a financial report dated May
2012?---Privilege. Yes.

If I could direct you to — you see the numberdattop right-hand corner. If | could
direct you to page 438, 0-4-3-8?---Privilege. Yes.

If you — could | ask you to read the first dot gainder Variances and
Provisions?---Privilege. Yes, I've read it.

Could you — you see that — you see where the dotusag's:

This program assumes mill staffing will reduce frb®b personnel at the
beginning of the budget period to 150 personne3®yune 2013.

?---Privilege. Yes.

Could you explain why 45 jobs had — why there labd a reduction of 45
jobs?---Privilege. | — my recollection for thatayevas that the volumes in the mill
had reduced so that there were costs savings tratgoing to take place.

Now, do you recall how those 45 people were gainiget removed from their
jobs?---Privilege. Look, the majority of them wdrem just normal retirement or
resignation, as | understand it. |1 don’t belielveytactually met that target because
there had been some additional volumes added tmitheso, I'm not sure they
actually ended up having to meet that target, incase.

| see. So, you were — you're telling the courg you, that you were expecting at
that time that reduction from 195 to 150 so thap2Bcent of the workforce were,
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within one budget period, going to resign or retiiethat correct?---Privilege. That
— look, that was their target, but it didn’t occurhat’s my recollection.

What was the basis for the expectation that 2% eet of the workforce would
voluntarily decide to resign or retire?---Privileg€here was a natural turnover,
anyway, that occurred in the mill. Now, | don’tdwm if that was based on previous
years’ experiences, but there was a natural saedafction that occurred if you
didn’t replace people.

Was there a habit of there — was there a pattetimeoé being a 25 per cent turnover
in the workforce every 12 months?---Privilege.ohd recall the exact number for
the turnover, but, look, it was — there was a reabte number, yes.

If I could take you to the summary at the end efdocument at number 13?---Is that
tab 137

No. Page 7 in the bottom right-hand corner. 8st the next — very next
page?---Yes.

0440. Thank you. You see that the first openwad point?---Yes.
See the reduction of mill staff to 150 by 30 Juf&2- - -?---Yes.
- - - from the current staffing compliment of 19%@oyees; you see that?---Yes.

This will be assisted by the introduction of a vghry retirement scheme which is
currently being finalised?---Yes.

Was that voluntary retirement scheme ever finaltseBrivilege. My understanding,
there was an early retirement scheme that had dgreed which, | think, gave
people an — some sort of incentive to retire.

What was that scheme?---Privilege. | don’t rettal actual dollar benefit that was
being offered to the employees.

So, when it says the introduction of a voluntatyreenent scheme which is currently
being finalised, did you understand that to me&hydu, an existing voluntary
retirement scheme?---Privilege. | actually — mgotkection was it was already in
place, but obviously that indicates it hadn’t béealised, so | don’t know if they
were making changes to it. | don’t recall.

You will accept, wouldn’t you, that the ordinary amng of the words, “This will be
assisted by the introduction of a scheme whiclursenitly being finalised”, would
tend to indicate that there wasn’t one in placsethat correct?---Privilege. Yes,
that’s certainly what that suggests, but my rectib& was there had been one. |
don’t know if they had changed it.
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Did you ever see it?---Privilege. | don't recall.

Do you know whether you have a copy of any voluntatirement scheme prior to
this date?---Privilege. My recollection is that myhere may have been something
presented to the board at an earlier date, but’t decall the specifics.

| see. So, when you say that one was alreadyarepfou mean one had possibly
been presented to the board earlier; is that cit+ePrivilege. Yes, | have a
recollection that that had occurred.

But you're not aware of one actually being executedctive, are you?---Privilege.
There was definitely one active; | just can't ledae dates. |thought there was one
before June 2013.

Do you recall the voluntary retirement scheme bélisgussed in this document ever
being finalised?---Privilege. | don't recall.

If we look to the next dot point, The Successfuplementation of the Four-day
Working Week for a Four-to-Five-Month Period Duriting First Half of the Budget
Period, do you recall that being implemented?-wvifge. My recollection is that
was rejected, | think.

What was — rejected by whom?---Privilege. Thabelleve that needed to go to the
employees for a vote, so, it was rejected by thpleyees.

Yes. | see. So, do you recall the details ofiblentary retirement scheme being
spoken of here?---Privilege. | don't — | just dor@call.

Do you recall whether it included a financial inttee to the employees to
leave?---Privilege. My understanding is it didlude a financial incentive.

Do you recall the nature of it?---Privilege. No.

Do you recall it being over and above what theeoilse would have been entitled
to in redundancy payments?---Privilege. | donlidw it was a redundancy; it was
a retirement plan. So, they wouldn’t — | don’tibeé they would have got
redundancy. | think it was to supplement themrglan early retirement.

| see. At their initiative, you say?---Privilegebelieve they were discussing it with
staff as an option.

So, the reasonable expectation was that, at tims, pe 25 per cent of the
workforce would decide to take voluntary retiremeistthat correct?---Privilege.
No, not all would take voluntary retirement. Sowauld be just normal
resignations; people leaving their employer andingon; and others would be
from voluntary retirements.
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So, you don't recall anything about how attractivevhat — sorry. | withdraw that.
You don't recall anything about what was going ¢odttractive or ..... The
employees in this voluntary retirement scheme?wPBge. So, the benefit would
have been — and | don’t recall the number, buittiiey would receive more money
than if they just normally retired, so it was anentive for them to take early
retirement.

Do you recall how much more money?---Privilege., Ndon't.

You would agree, wouldn’t you, that this was a gigant issue being discussed at
the time?---Privilege. Yes, but it was an issuguéss, that they had dealt with many
times, so it wasn’t an unusual issue to discuss.

Were you concerned at all at the time that thewestring plan that was in — that
was mooted and had already begun would affectliligysof the company to meet
these retirement payments?---Privilege. No.

| see. If | can take you to volume 3, pleasehat bundle that's before you.
Registrar, I'm instructed that volume 3 of the thiindles was not marked, so
perhaps if it can be marked - - -

THE REGISTRAR: Should it be part of whatever e third one - - -

MR KULEVSKI: It should be part of the other twartdles. Yes.

THE REGISTRAR: I'm just—can | have a look - - -

MR KULEVSKI: 4C. 4C Ithink it would be.

THE REGISTRAR: All right. Is that this slim fodd, is it, Mr Kulevski?

MR KULEVSKI: Yes please, Registrar.

THE REGISTRAR: So this one — this examinationdianvolume 3 of 3. All

right. That can be — | will speak to my assistantone moment. That folder can be
4C, joining on to folders 4A and 4B on the lastasion.

MR KULEVSKI: Thank you.

Mr Castrisos, could | please ask you to turn toltad® in that folder. Now, that is an
email chain and, to be fair to you, you were netuded on that email chain but if |
could ask you to read it in any event. Sorry, sslgou were blind copied, but | will

ask you that question?---Do you want me to reatkthesfirst bit, or all of it?

If you could read just the email from Mr ParkeMo Johnson and then the response
of Mr Johnson?---I've read it.
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Now, the financial report we've just been discugsiras dated May 2012. Was that
correct?---Privilege. I'm going to take your wduat it because | - - -

You don't recall. You can take my word for it?-think it was May. Yes.

It was May 2012. Now, you will see that these dsnaliso take place in May 2012.
Is that correct?---Privilege. Yes.

And you will see that Mr Parker is asking Mr Johmsonow, could you please
explain who Mr Johnson was?---Privilege. Mr Jomisothe CFO of Bruck.

Do you recall what his responsibilities were?-viege. He was responsible for the
finance and admin department of Bruck Trading.

Was that a full-time job?---Privilege. Yes.

And so did Mr Johnson have an office somewheraerbuilding at
Rosebery?---Privilege. That'’s correct.

And to your knowledge he was there what — 9 tave, days a week?---Privilege.
Yes. That's my understanding.

Do you understand him to have other responsilslitithe organisation?---Privilege.
No. It was primarily the finance and admin funatias | understand it.

Was it only for this company?---Privilege. | wadyaware of his role within Bruck
Group. I'm not sure if he actually did anythingefor Phillip Bart.

| see. So when | ask you for this company — sdrgaanly aware of his role in
Bruck Group. Did he have a role for other compsumethe Bruck Group apart from
the company currently in liquidation?---Privileg€es. He would have looked after
Bruck Properties, Bruck Group and obviously, latiee, new sales and marketing
business as well.

Did he regularly present at board meetings?---Rge. Yes. He attended all the
board meetings.

He attended all the board meetings in his capatiGFO. Is that
correct?---Privilege. Yes.

Do you recall what Mr Johnson’s remuneration wasfe role?---Privilege. | don’t
— I don’t recall the exact number.

Do you recall, approximately, what the amount waB?ivilege. | think it was in the
mid-100s.
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Mid-100s. So he was being paid, approximately,twh®150,000 a year. Is that
correct?---Privilege. Yes, that's what | recall.

Do you recall his wage ever being — or his salaer &eing approved at board

level?---Privilege. | don’t recall it being appext. No.

Do you recall what his prior experience had beeR?uilege. | recall that he has
headed various finance roles and | know that hebleath in a banking role as well. |
just — 1 don’t recall the organisations.

| see. And so to your understanding, Mr Johnsos lveang paid approximately
$150,000 to be the full-time CFO of Bruck?---Pridgk. Yes. That's correct.

Thank you. So you will see there that Mr Parkesaging to Mr Johnson:

Phillip’s last day —

| take it that's obviously Mr Bart. Is that cort@e-Privilege. Yes.

Continuing:

Phillip’s last day is likely to be the {5s he leaves on the"L.6He wants to

see the budget.

Do you see that?---Privilege. Yes.

Now, if you go to Mr Johnson’s reply - - -?---Hhage. Yes.

- - - he says in the last sentence:

If we go according to the above deadline, we cdinpsesent the plans for
labour reductions over the budget year, which | wmitlude as milestones in
the budget tabled at the board.

?---Privilege. Yes.

Do you recall seeing the plan being discussedethePrivilege. | would have to
have a look at the board pack but, normally, asgfahe board pack there was

actually a table month by month that had the tstiff numbers so you could see
when they were planning to reduce.

But you see, don’t you, from this email that sonreghmore significant is being
discussed here. That a plan for labour reductimes the budget year needs to be
completed?---Privilege. Yes. | don’t. Look, Irdoknow what he means by plan,

whether it was that document or they had anotheument.

Well, you see that he says just earlier:
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The problem is, if we're going to change the labsiandards based on our
discussions this afternoon —

do you know what he’s talking about there?---Pegé. Yes, | do understand what
he’s talking about.

And what does he mean by that?---Privilege. Thexe a standard cost that was
loaded into the IT system so that they could tthekwork in progress and the final
costing for the products that were manufactured gmically, what would happen is
that until you would finalise the budget, you caitdoad those in because the
budget hadn’t been formally approved. So onceas Wrmally approved, they were
loaded in. Now, once that happened, that couldagh®dudget because the dollar
value you attached to the transfer between manufagtand the other departments
would be changed by that change to the standadidri’t change the budget
overall. It just moved things between differenpagments.

And who is the Ray that will need another weekatasfully complete this
update?---Privilege. | don’t know who Ray is.

So you see that Mr Johnson is saying that not isrdyweek going to be needed to
complete the update but also the time will be ndeédaeprogram the model. Is that
correct?---Privilege. That's correct. There wdaiabit of work involved. | did
understand that.

So what were the plans then, for labour reductiar the budget year which were
then presented to the board?---Privilege. It wdwede been in the manufacturing
section of the budget and they would have detditkeostaff movements that they
had budgeted through the year so it would go mbwtimonth.

And, at that point, was it being discussed atelt,tas we discussed last time, there
was a significant redundancy burden within Bruci¥ivilege. Typically, what
happened was that where they had made plans foredactions there would be —
and all you could do was make some assumptionsibedhey weren’t certain about
it — but they would assume some reductions conrimig hormal resignations where
there was no redundancies and then they would msralkdiowance for redundancy
costs and they would factor that into the budget.

Do you recall what the allowance for redundancysesre?---Privilege. Without
looking at the document, | can’t tell you what thamber is — was for that year.

Thank you. Let’s go to the next board paper, wigobn 15 June at tab 287?---Is that
volume 1, or - - -

Yes. Volume 1. I'm sorry?---Tab 28?

Sorry. Tab 28 is 21 September 2012?---Yes.
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Just excuse me a moment. So if | could ask yoousge that that's the minutes of
the board meeting held on 15 June on the secorePpago I'm — sorry. I'm
looking at the board meeting, 21 September 2012?

Yes, that's correct. And then if | ask you to tyuet one page over?---Yes.

That board paper — that board meeting papers iadhg minutes of the last meeting
on 15 June?---Yes.

And, so, that would have been the meeting beingeapof in that prior email — is
that correct? — that Mr Bart needed to have thisrbene left on the 18---Privilege.
Yes.

So, if | could ask you to read those minutes torgelf. Just for your knowledge, |
will only be asking you questions about page 3,dledse feel free to read as much
of the document as you need to to give yourselfeodfd---I've read it.

Thank you. If | could take you to the heading Labon page 3?---Yes.

You will see the dot point — sole dot point undattheading being, “Sandip stated
that the plant labour reduction is 45 persons twvefinancial year”?---Privilege.
Yes.

Who was Sandip?---Sandip — privilege. Sorry. $argdthe plant operations
manager, so he had control of the operations imikie

So, you see from the — or from the email chain betwMr Parker and Mr Johnson
that the plan for the labour reduction is goindpéopresented at the next board
meeting; do you recall that?---Privilege. Yes.

If we go according to the above deadline we cdhstsent the plans for
labour reductions over the budget year which | widlude as milestones in the
budget table that the board.

?---Privilege. Yes.
And you see that that’s the milestone ..... Thartdon that date?---Privilege. Yes.

Now, do you recall what the plan was for how théSgersons were going to be
reduced over the year?---Privilege. | don’t rettadl specific detail of how many
were going to be from normal resignation and howmyrthey thought would be from
early retirement. | would have to have a lookhatlhoard paper to refresh my
memory.

And so you're saying that you would have expecteéd be in the board
papers?---Privilege. Yes. It was either in therermally was actually in the —
sometimes there were papers presented by each aféh managers, and other times
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they talked to it, so | don’t — | just don’t recalhether in that meeting it was
presented as a paper or he spoke to it.

Do you recall how these reductions were going tpdid for?---Privilege. They —
again, without looking specifically at the boargps the normal practice was
whatever they assumed would be via early retireroerdlternatively, redundancy,
they would make a provision within the budget.

| see. And there was no discussion at that tinae, thvere, about whether any of the
restructuring that had taken place within the grawppild affect the capacity to meet
the obligations that would ensue from 45 peopleifeg is that correct?---Privilege.
Yes. Look, there was no concern because the btitlgfetvas put forward and the
cash flow that was presented was sufficient to fiind

But, still, not at this stage sufficient to paytiers that correct?---Privilege. Well, at
this stage in mid-2012 the — obviously the leass tatked about in 2013, so they're
obviously different dates.

So, to your understanding, there was no obligatgoay rent at this point and you
made decisions based on that fact, didn’t youAdvige. | wasn't aware of any
obligation to pay rent at this point, no.

Yes. Thank you. You see the next heading immelgidieneath Labour of
Comments by Chairman?---Yes.

| take it that that’s Mr Bart?---Privilege. Thatsrrect.
And you see that the first dot point says”

Labour inflexibility is the problem. Flexibilitptmanage labour is key to a
successful business.

Leaving aside the postcard references, did yourgtatel what the chairman meant
by that?---Privilege. Yes.

And what was that?---Privilege. There were requaats within the EBA to give
notice with regard to ship changes and | thinkehaay have also been some
restrictions on how you could move staff aroundrthi, and he had concerns about
the impact that had on the mill.

And so what was the problem he was discussing? nWhesays “labour inflexibility
is the problem”, what was the effect of the prol®!essPrivilege. He — he’s
preference was to have a multi-skilled labour feehat you could have — so for
example if you had department A and you had a rement for four people there
but that could fluctuate so, you know, one dayighmhbe four, one day it might be
three. You would — you would want to be able tormpeople around. Also if — if —
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if you were trying to manage the peaks and trouigksin the production, then
obviously having some flexibility with the days wed would be beneficial.

And to your knowledge as discussed by the chairfmanlidn’t believe that the
company had that flexibility, did he?---Privilegilo.

And to your knowledge, in your time as a directeas that flexibility ever
achieved?---Privilege. No, | don’t — | don’'t —dwit believe it was. No.

Did the chairman continue to lament about the Edkexibility in the
workforce?---Privilege. Yes, it was a concern isf h

That he raised with you before this time as wslthat correct?---Privilege. Yes.
Repeatedly?---Privilege. Yes, he — he raised & ommber of occasions.

And in what sort of — to the best of your recoliest what were the essence or the
effect of the words that he would raise with yotPrvilege. | — I think he felt that
going forward - - -

Just to the best of your recollection, do you regabt he may have said to you
rather than what he felt?---Privilege. | don'toek, | don’t — | don’t recall the
specifics what he said but — but, you know, cledryit had to do with the fact that
to make it more efficient, you — you needed soregilfiility.

And had he raised with you a concern about potiergtiundancy obligations at any
time?---Privilege. He — he had — he had raise¢ems about the cost of
redundancy, yes.

From when?---Privilege. | don’t recall the dates.

Was it years before this or after this?---Privilediewas years before this | think.
And was it a constant concern of his that he wexlioress to you?---Privilege. He —
he raised it — certainly raised it on a numberafasions but it wasn’t a constant
message to me, no.

But he raised it on a number of occasions?---regéal Yes.

Did he have — did he at any time offer a solutisnaathe problem?---Privilege.
They worked on a number of solutions.

When you say “they”, you mean?---Sorry. Privilegée — Phillip and — and the
management ..... - - -

Who else was the management?---Privilege. Sontbald be the CEO and the
finance people. Generally, that's who | — awarbafause they — they were in the
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board meeting. But they — they got the changbeédEBA to incorporate the
grandfather clause which meant any new starts diddidn’t have access to the
redundancy provisions from the — the old EBA ared/thlso — my recollection is had
an early retirement scheme in place.

And you said to your understanding that solvedrdaeindancy problem, did
it?---Privilege. Look, it — it — it — from my pgrsctive, there was going to be a — a
core number of staff required in the mill and tlesre managing it via natural
attrition and the other — other plans that theyingaace.

So to your understanding, just to make it absojutkdar in case this goes further, it
was never your understanding that the company wubdve the money to pay its

redundancy obligations. Is that correct?---Priyéle No. Based on the plans they

had, no. They had no issue.

And it was never raised with you that it was ameésthat it wouldn’t be able to
afford its redundancy obligations. Is that corPeePrivilege. That's correct.

By anyone, not just Mr Bart. Is that correct?-iviege. That’s correct.

So it may seem a bit repetitive but just for fagméo you, sir, no one ever raised
with you at Bruck — either in your capacity on theard or informally — that Bruck
would be — was at risk of being unable to payettundancy obligations. Is that
correct?---Privilege. You're talking about at thise or - - -

At this time?---Privilege. No.

So you say it was raised with you at a later time?

MR HEDGE: Can you specify the time for the transe@

MR KULEVSKI: Sorry. The time we're referring te at the time of this — the
minutes of this board meeting at 15 June 2012%vil€ye. Was it raised at a later

time while | was - - -

Well, first, Mr Hedge just asked me to clarify tlyatur earlier answer, no, you
understood that referred to 15 June 2012?---PgeileThat’s correct.

Yes?---Yes.

Was it raised with you at a later time?---Privileg&hilst | was on the board, it
wasn't raised with me.

So it was never raised with you whilst you werelmboard. And when did you
cease to be on the board again?---Privilege. Il 2014.
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And when was it raised with you then? Well, soyyy say whilst you were on the
board, it wasn't raised with you. | take it frorawy answer that it was raised with
you at some point in time. Is that correct?---Rege. | later had lunch with — with
Phillip Bart and | think it was in June 2014 andrett point, he had received his
advice from BRI Ferrier and obviously at that pdititink there was an issue about
whether they would be able to fund the redundancies

Do you recall what was said?---Privilege. | denltdon’t recall the specifics of
what he said other than that at the time, he hdidated to me that - - -

When you say at the time, you mean at lunch? afswithat - - -?---At the lunch.
Sorry. That he had received this advice. He diga’into the specifics of it other
than the fact that he was still waiting on the e-iludgets which obviously was a key
thing for him to consider and that — that if — bgain, | don’t remember the specifics
but — but what | took from it was that if he washéppy with the budgets, then he
was going to look at those other options.

| see. So he expressed, did he — I'm not seekipyit words in your mouth but was
he surprised about the advice he received frommdRlier, was he?---Privilege. | —

| —look, I — I had — he had obviously got the aévso | — | don’t believe he was — he
didn’t talk to me in a surprised fashion, no.

| see. So did he discuss at all that he wasnyraavare of the problem until he had
gotten the advice? Is that what you're saying?iHege. | — 1 don't recall
discussing that matter with him.

Okay. So right up until April 2014, no one haddst you there would be any risk
of making redundancy payments. Is that corre®®vHege. That's correct.

And then two months later, you have lunch - - -

MR HEDGE: Sorry, Registrar, it's only a clarifiean. My friend said no “risk of
making redundancy payments”. | think he meantdpainle to meet redundancy
payments.

MR KULEVSKI: Yes. Being able to meet — thank yddr Hedge. Being able to
meet your redundancy payments. Is that corre@fivitege. That's correct. So
nothing had been said up to April 2014.

So while — the whole you were a director, no one $&d to you there was a risk that
the company would not meet its redundancy obligat@s and when they fell due.
Is that correct?---Privilege. That's correct, yes.

But then that concern is raised with you in Juna lainch, is it?---Privilege. Yes.

And at that point, you have no formal or informallerwith the company, do
you?---Privilege. | have no informal or — or - - -
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Yes?--- - - - formal role with - - -

So you're just meeting for lunch as colleaguegientis or - - -?---Privilege. He —
he — after | resigned, he — he invited me to luasla thank you.

| see. And this was that lunch, was it?---Privilegres.

Okay. So Mr Bart is discussing with you what'srgpbn at Bruck at the lunch in
conversation. Is that correct?---Privilege. Yes.

And so what was he saying to you? That he hadwetsome advice from BRI
Ferrier?---Privilege. Yes.

And what did he say about the advice he had red@ivePrivilege. Again, | don’'t —

| don’t recall the specifics but he clearly hadliogtd some formal restructuring
options and | — | don’t recall him talking abouetspecifics of those options but, you
know, | mean | understood it — it would involve sesort of insolvency based on
what he said.

| see. And to your knowledge, these were ideasBR4& Ferrier had come up
with?---Privilege. Yes, that was my understanding.

And your understanding based on what Mr Bart h&lytou?---Privilege. Correct.

And what had he said to give you that understaridiBrivilege. Look, just based
on the — on the fact that — that he had got indépetnadvice and he didn’t
specifically say they were Ferrier’'s ideas butduased that given that they were a
professional organisation, that it was their view.

| see. Now, had — did you ever read the BRI Ferdaport?---Privilege. Yes, he — he
sent — after the lunch, he sent it to me via Emma.

Why was he sending it to you?---Privilege. He -abked me to have a read of it and
| — I — think he was just looking for — for somemmment.

Did you give him any comment?---Privilege. | -ma&led him back and | had
looked specifically at the comments that Ferriexd made relating to the recovery
actions and specifically in relation to the timatthwas on the board and I just said
that they were fairly definitive in — in their rempse and | think | used the term that |
— | couldn’t fault the logic that they had prepaesdl present to him.

| see. Now, had that logic ever been presentgduovhile you were on the
board?---Privilege. No.

So the options that you read in the BRI Ferrieorgad either Mr Bart or Mr
Parker ever presented those options to you?--i&gei No.
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And when you left in April, two months earlier, dydu have any cause to think that
the company might be going into liquidation?---Heige. At — at the meeting | had
with Phillip Bart in April he had raised concerrizoat the performance of the
business, and he had indicated at that meetindnéhatas getting some advice.

| see. Now, during your time as a director, at gf@nt, did you see any figures that
would indicate that there would be an immanent rieagb into
liquidation?---Privilege. No.

Were you surprised when the company went into digtion so soon after you had
resigned?---Privilege. Yes.

And what was the basis of your surprise?---Privéledhat the — the last board
meeting | had been at, the company was profitahéecashflow was found, and they
had plans in place to transfer some additional fauring from AWM to
Wangaratta, which | thought was positive. Andihkh- from my recollection, |

think the profit for the first six months of tham&ncial year were going to be in
excess of $2 million.

Yes, | see. Now, were you worried at all whendbmpany did go into liquidation
about what had happened while you were a directéivilege. | guess, on
reflection, you always have some concern, givehttie’'s the eventual outcome,
but I had no concerns on — on what, you know, |daake, my time on the board.

Now, did you raise your concerns with Mr Bart ad giou — | withdraw that. Did
you raise with Mr Bart the question as how did 8oesquickly go pear-shaped, if
effect?---Privilege. | —1did ask what had hapgerand as | understood it, it was a
revenue issue, and | think a lot of it had to dthvhe fact that defence orders had
dropped off and there was — there were some cosiedrout the — the lack of
certainty as to, you know, how they would, | gudssdelivered to the — the mill
over the next 12 months.

So this all happened in a very short period of fiché it?---Privilege. That's — that’s
my understanding of — from — from what | was told.

By Mr Bart?---Privilege. Yes.

Did you have cause to consider, at that point, tthexie were any other reasons why
the company went into liquidation?---Privilege. .No

Were you surprised when the business was solddtaged party of Mr Bart? Sorry.
| withdraw that. Were you surprised when the bessnwas sold to a related party
controlled by Mr Bart?---Privilege. It — it — ndt didn’t surprise me.

Why didn’t it surprise you?---Privilege. Becausetb be honest, | — | — | think if
there was going to be a formal restructure thaat he was likely to be someone
interested in buying the — the business.
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But it wasn’t sold by a liquidator, was it?---Ptage. At the time — look, |
subsequently know that, but at the time | didn’owrthat.

So you know now that it was sold prior to the compheing placed in liquidation;
is that correct?---Privilege. Yes. | do know that

Did that concern you when you found that out?-viRge. Yes.

Why did it concern you?---Privilege. | — I think think it would have been better
that it would have been independent.

And why is that?---Privilege. | think it's justraore transparent process.

And did you raise with Mr Bart any of these cone®-Privilege. | think when we
had the lunch I — | may have said that it — | didhink it was a good option, but to
be fair to him, he — | don’t think he felt it wagyeeat option either.

So what was the reason he gave you?---Privilegahak time he hadn’'t — he
actually hadn’t made his mind up. At that timehlagl said to me that he was waiting
on the budgets, and he — he — he seemed to bes$ gwaiting to see what — what
the next 12 months in terms of the budgets werkimgoike before he was going to
make any decision on what — what the best coursetain was.

But he didn’t wait that long, did he?---Privilege- | don’t know. | don’'t know the
exact dates, but it — obviously, it was in — withimonth, | think.

Within a month. Yes. So what happened in thatthi»r-Privilege. As |
understand it, the — the delivery of the budgetseevilmmanent, so | — | guess it
wasn’t — wasn’t long before he — he had his infdrama

So he, to your knowledge, was waiting on someose tel complete some budget,
was he?---Privilege. That's my understanding.

In your experience, had he not — had he ever pusiyanot had his finger on the

pulse like that before?---Privilege. | — | knovethudget process takes some time, so
| am sure that he — he has probably seen some diiit, look, I'm — I'm — I'm
speculating. | don’t know. He didn’t explain termwhat the process was. | would
imagine it was no different to, you know, previguscesses as well, that they start
pretty early on and it takes them a few monthsetatgdone.

Now, given the gravity of this matter, you wouldctapt the fact that we’re all here
doing this means that there’s some gravity to th&en wouldn’t you?---Privilege.
Yes. | understand that.

And that the performance of the directors of thepany is going to be scrutinised;
that’s correct, isn't it?---Privilege. Yes.
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Are you concerned that the reason why the busiwasssold was in order to escape
some of the redundancy payments that were - - -

MR HEDGE: Registrar, | object to the questiondese, frankly, | don't really
understand it, and particularly at the time thésmaction took place my client was
not a director. So I'm not really sure what thesfion is. Is he being asked to
speculate what - - -

MR KULEVSKI: [willdoit---

MR HEDGE: - - - he thinks Mr Bart - - -

MR KULEVSKI: | withdraw it.

MR HEDGE: - - - might have thought - - -

MR KULEVSKI: | withdraw it.

MR HEDGE: - - - after this lunch?

MR KULEVSKI: | withdraw it. | withdraw it.

THE REGISTRAR: Yes, Mr Kulevski.

MR KULEVSKI: Are you concerned that you wererotd all the information that
you required to be a director while you were adoe?---Privilege. Look,
obviously, between the November board meeting had\pril meeting where there
clearly had been some issues with performanceedbtisiness, | was concerned that

— that | wasn’'t made aware of it earlier.

And what raised your concern?---Privilege. Whewtually had the meeting in
April.

And who was that meeting with? The board meetyog,mean, or do you mean a
separate meeting?---Privilege. | — I just — | hada meeting with Phillip Bart.

And so what was said to you at that meeting?--Hége. He — he said to me that
performance of the business was of concern to hithink he also indicated he had
put some money into the business. He was waitingpone budgets to be presented
to him, and that he wanted to review his options lae was getting some advice.

Now, did you raise with him, “Why haven’t you raisthis with me before,
Phil?"?---Privilege. | don't recall if | specifitig said that to him.

Did you express any surprise to him?---Priviley@s. | was surprised.
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So what did you say?---Privilege. That | was sisgat that there had been such a
deterioration.

Did you ask him to explain the deterioration?-videge. Yes. | believe | did.

And what — do you recall if he responded?---Prgale It — he explained that there
were concerns with the revenue, that — as | récdillargely had to do with the —
with Defence, and there had been a — a significganess decline in what they
expected the revenue to be for that financial year.

Did he explain to you how he had formed that chasfggpinion between November
and April?---Privilege. | — | believe it was oretbasis of orders that had come in in
that first period after the new year.

| see. Now, at that point did that give you cai@gseoncern — cause for any concern
about previous dividends that had been paid ornpue\payments that had been
made?---Privilege. Look, at — at the time, obviguse — we had — the board had
made decisions based on what was presented amgheso | didn’'t immediately
have concerns that anything that had been presemted was incorrect and that it
wasn’'t based on — on — on the facts at the time.

Didn’t you — it's correct, isn't it, that you chose resign because you were
concerned that you might not be getting the fudtymie and it was time to
leave?---Privilege. | —the meeting had — hadetkwith Phillip indicating to me
that this was his issue and his business, andkeel ase whether | wanted to stay on
the board. On that basis, | agreed that | wasgyminesign.

When you say — what was — what was the issue?dé&tegioration. Is that
- - -?---The deterioration in the business.

And at any point did Mr Bart explain to you thatwas going to sell the business to
a related party?---Privilege. No. But | — | walkaway from that meeting with the
clear impression that a formal restructuring wagas a — an option that was
possible.

| see. And by restructuring — formal restructuripgu understood that to mean,
didn’t you, selling part of the business to a mdigparty?---Privilege. | had assumed
that was going to be an option. Yes.

Yes. And so in the lingo being used, that’s coeied a restructure, is it? Between
you and Mr Bart?---Privilege. |didn’t — | don’nkw if | would use the term
restructure, but I'm just trying to explain to yatnat was said and what my
impression of what was said to me.

Okay. So perhaps just to be fair to you, what gamecause to consider that one
option was a sale of part of the business to de@lparty?---Privilege. It was clear
from what Phillip Bart said to me that he — he veanto see a way forward with the
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business and the two options were that he wasreajtiieg to continue to support the
business based on the budgets he got and, iffvewt,the question was whether he
would continue to fund it in its current form. Butad no doubt that he would — he
would continue some involvement with that business.

And if the business meant selling the businesstdheer company that was
considered what you understood, was it?---Privileges. | would understand that
that was the case.

Okay. Thank you. So you were left at the enchaf tunch with the firm impression
that, come what may, Mr Bart would be, in futuenghow involved in that
business. Is that correct?---Privilege. So this lunch was in June, not April?

Yes?---Yes. | left that lunch believing that heulbbe involved in the business in
some way.

Thank you. My friend is right. There’s somethingas going to raise with you. No
disrespect, Mr Kulevski. You did jump between thext of, April meeting and the
June meeting. Can we just, sort of, clarify theeline so you have a meeting in
April, do you?---Privilege. Yes.

And what's the nature of that meeting? Is thatrech or is that a - - -?---Privilege.
It was just a coffee — a brief — | think we met &or hour.

| see. So what was the last board meeting thaajtended?---Privilege. It was in
November 2013.

Okay. So November 2013 was your last board meetirigrivilege. Yes. That's
correct.

And so what formal or informal involvement did ybave other than continuing as a
director, practically, with the company between Biober and April?---Privilege. |
didn’t have any further involvement.

You were not sent any documents?---Privilege. No.

And you didn’t have any discussions with Mr Bart\ir Parker?---Privilege. No. |
understood Phillip Bart was actually overseas nhyez014.

Okay. So what was the position as at the Novernbard meeting. Was it that the
company was going fine?---Privilege. Yes.

And what was your understanding of the profitapitift the company at that
point?---Privilege. | think, for the first six mthrs of 2013/14, the business was
going to have a net profit before tax in exces2 ofillion. The budgets had been
approved and it was profitable. They did have s@urtéer staff reductions planned
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but they were funded — fully funded — and they wanegressing with the integration
of AWM onto the Wangaratta site.

And either at that board meeting, or prior to ifswhere any concern raised with
you, by anybody, that this business was in troublBfivilege. No.

Was there any concern raised with you that thenessiwas in medium-term
trouble?---Privilege. No, but the business obviphsad its issues but there were
plans in place. | think the most significant orani my perspective was the fact that
they were merging AWM into the Wangaratta facility.

| see. So then, at no time in your involvemenra agector of this company
attending board meetings, has anyone prior to Ntreeror even up to November,
said anything to you about this business not goim@s a going concern. Is that
correct?---Privilege. No. | had no concerns amdact, Phillip Bart had indicated
that he would continue to fund the business.

How recently?---Privilege. He mentioned that ia t¥lovember 2013 board meeting.

| see. So you leave for Christmas thinking evenghs going fine. Is that
correct?---Privilege. That'’s correct.

And so the next involvement you have is that youméted to a coffee, is it, in
April?---Privilege. Correct.

Did you set up the invitation or were you invitedPrivilege. Phillip Bart invited
me.

Okay. So Mr Bart invites you to a coffee and yawdthat coffee. Do you recall
where and when it was?---Privilege. | believe asvon 28 April and it was a coffee
shop near his office.

| see. You catch up, you sit down. What's saigdo — what's the first thing said to
you about a change in the appreciation of the éutiithe business?---Privilege. It
goes back to what | said earlier that he said ldecbbacerns with the business. The
key things | took out of it were concerns aboutréwenue. He had had to put some
money in and he was waiting on the budgets to daume- but obviously he was
concerned about the outlook.

Now, | put it to you that you must have been vdrgcked at this point in
time?---Privilege. | was surprised. Yes.

And so what did you say to him to indicate thapsise, if anything?---Privilege. |
asked him what had happened in regard to the revand he gave some explanation
with regard to the defence but because he wagstilly through the budget process
and | had the sense that he was still trying tcagetndle on what the size of the
problem was, it wasn't a detailed discussion.
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So is it fair to say this. In November, no probldérat you're aware of. Is that
correct?---Privilege. That'’s correct.

And no problem that you're aware of prior to thatd in the ongoing profitability of
the business?---Privilege. That’s correct.

You were first apprised of any potential profitalyiproblem in April of
2014?---Privilege. That's correct.

But you're not, in substance, told what the natfrthat problem is. Is that
correct?---Privilege. Other than the fact thavdis clearly a revenue problem which,
in itself, was — | mean, that was going to be trabfem. If there’s no revenue
problem, there wasn’t going to be an issue andrtiyatinderstanding is that they
were trying to get some sense of what the outloag,wo to put some numbers
around it and — and give those to Phillip Bart.

But you weren't told specifics about the revenugbpem, were you?---Privilege.
No. Ididn’t know the quantum. No.

| see. And at that same coffee, it's indicategido that it's probably best for you
that you resign. Is that correct?---Privilege. Hges. He said that it was his issue,
his problem to deal with and didn’t use the termtlier me to resign but, | guess,
that’s the essence of it.

Didn’t he ask you to stay on and didn’t you wantdsign? Isn’t that the correct
course of events?---Privilege. No. | —my readilen is that | had agreed that | was
going to resign, effective immediately. He thebsequently — and | sent him the
resignation letters. He then subsequently serammamail saying can you stay on
for two weeks. Now, the issue | had with that wWweet | clearly wasn't going to stay
on the board beyond those two weeks anyway anghltdee the point of staying
on, particularly given the fact that the last boanekting | had attending was
November 2013, in any case.

Weren’t you concerned about resigning immediatdigmvsuch a large bombshell
had just been dropped on you?---Privilege. Lobé&t tertainly had an influence on
me, in terms of my decision.

When you say influence — you're saying it wasncbacern to resign, in fact, it was
a motivation to resign. Is that correct?---Prigége Look, there was no doubt | was
concerned that the last board meeting | had wakirember 2013 and then there
was obviously five months before our next meetind hen I'm made aware of an
issue. Yes. |did have concerns with that.

Now, did you have a concern about immediately resmgywithout getting to the
bottom of it?---Privilege. My understanding of {hecess they were going to go
through was that it was going to take some timeétfem to get to the bottom of the
size of the problem and what — what was going fpka. The fact that we had
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agreed that | was going to resign — | didn’t seegbint of staying on for two to three
weeks. Particularly, given | hadn't, | guess, hag involvement for the last few
months.

| see. So, certainly at that point you understakd you, that you were resigning
because this was a problem they were attemptifig &md that this will take quite
some time and that’s not something you were prepiarée a part of. Is that
correct?---Privilege. | — a couple of issues thddd there had been four or five
months since the last board meeting. | actuatip'dihave the time, myself, to
commit to it, and it had already been agreed thatd going to resign.

| see. And so did Mr Bart, at that meeting, sat the intended to continue to fund
the company?---Privilege. At that point, he wastowing to fund the company.
Yes.

| see. So then what is your next involvement \Bithck or with Mr
Bart?---Privilege. We then had lunch in June.

Okay. So what happened at that June lunch?--l&gei At the June lunch he
indicated to me that, | think, GE Capital had pdiitee funding in May and he had
put the money in to pay them out, that they - - -

He had put the money in to pay out GE?---Privileyes.

Did he indicate to you in April that there was skrthat GE would put out in
May?---Privilege. No.

| see. Please — sorry — sorry to interrupt yolease continue?---Privilege. He — he
also indicated that the budgets were close to beiatised and that he got his
independent advice.

From?---From BRI Ferrier | believe.

| see?---And he — he clearly indicated to me tlealhéad not made up his mind as to
what was going to happen because he was waitirlgase budgets.

And who was preparing the budgets?---Privilege.l + | presume it was — was the
management team that was presenting it to him.

So he had made it clear to you, did he, that he’hathde up his mind about the
options that BRI Ferrier had presented? Is thatect?---Privilege. That’s correct.

| see. And so did you become aware of when Mr Bartmake up his
mind?---Privilege. | — I think | became aware khald gone overseas in July and
when | came back, | saw the press for — for —@salt of the liquidation of Bruck
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| see?--- - - - Textiles.

And then did you have further occasion to speadttoer Mr Bart or Mr
Parker?---Privilege. | then didn’'t speak to PpilBart until later that year.

Did the topic of Bruck come up?---Privilege. Yagjid.

When did you speak to him?---Privilege. | thinknfact, | think it was actually
early 2015 | spoke to him. | had received a Idti@mn the liquidator and | just asked
him what was happening with the liquidation andithestigation.

And what did he say?---Privilege. He — he indiddteat they were investigating the
affairs. 1think he indicated there was fundingnigeprovided for the investigation.

Well, that’s certainly true?---He didn’t — he didspecify exactly what they were
investigating but, you know, | — well, sorry, hde-indicated they were investigating
the transaction. | would say that was the case.

Which transaction is that?---Privilege. That —ttfr@al transaction that occurred in —
| believe it was July it occurred.

Do you mean the sale before the liquidation?--ifege. Yes. Yes.

Did you discuss with him that sale? It must hasme as a shock to you that that
had occurred?---Privilege. | don't recall in tleahversation specifically going
through the detail. Look, I — I think at the tirhgist asked him where — where
everything was at with it.

Did you ever receive a justification from Mr Bag @ why that sale took place
before the liquidation?---Privilege. No, | dongaall him giving me an explanation.

What about anybody else? Mr Parker or anybody?elderivilege. No.

So you were unaware at all times as to why that tealk place before the
liquidation?---Privilege. | —no, | — | had no adno discussions about the timing of
that transaction.

Or the nature of it after it had occurred?---Pagié. | don’t recall having
conversations with them about it, no.

Fair enough. But you said earlier that you wowdsienthought the better way to go —
| don’t want to put words in your mouth — was anfiarent process. Is that
correct?---Privilege. 1 just think if — if it hadvolved an independent party, it would
have avoided some — some — obviously some conabms the transaction.

Yes. And if you had still been a director, woubat have been the course you would

have advised?---Privilege. Look, that's | — thadigoothetical. | — you know, | can’t
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—ldon’t — I don't have all the facts as to whatworred leading up to that final
moment so it's — I'm reluctant to give opinion angething | wasn't involved in.

You didn’t have very many facts at all though, gadi, between the November board
meeting and your final resignation, did you?---Reiye. No, | didn’t have a lot of
the facts. No.

And surely you were — | mean, given the contextdstrisos, surely you were
concerned about this bombshell that had been ddoppeyou in April?---Privilege.
Yes. | was concerned about it, correct.

And so what steps did you take to investigaterihier after that point?---Privilege.
Look, there — there was — there was — there waa faitl could do once | resigned
and | — | didn’t want to get into a situation whegeven | had been a previous
director, that | was involved in any of those - - -

Yes?--- - - - decisions because that wasn’'t myvagn’t involved in the process.

And surely one of the reasons motivating you tigres/as that you were concerned
about what was going on in the future of the congpda that correct?---Privilege.
Look, I — | certainly had concerns about what tineife was for the company, yes.

And you were concerned about how a seemingly ataftcompany on your watch
had suddenly become so unprofitable, liquidatios ta@ing considered. Is that
correct?---Privilege. That — that was a concermufe, yes.

And you were told by Mr Bart words to the effecird please correct me if I'm
wrong — “Jim, why don’t you resign? This is my plem and my issue to deal
with.”?---Privilege. | mean, that was the gist-obf what was discussed; that he —
he — he saw it as his issue to deal with. Yes.

Were you concerned at that point that what wasyrbaing suggested was that it
was best that there was no longer an independesttadi on the board?---Privilege.
He — he didn’t say that to me.

Is that the conclusion you or a suspicion you ditem the
conversation?---Privilege. It wasn’t my first thghd, no.

So it's become a thought? You are under oath, Bti@Sos.
MR HEDGE: You don’t need to say that.

THE WITNESS: Privilege. Look, | — you know, lI— | certainly had concerns
with the transaction and — and what happened igetfioal months. As to whether

that was his intention, | — I don’t know. | reatlpn’'t know.
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MR KULEVSKI: And your concerns were based on vhaPrivilege. You know,

I mean, everything we’ve talked about up to nowne Tact that — that — that it was a
shock to me, that — that there had been perionnef that expired from the last board
meeting where | wasn’'t aware of the facts and kgube course of action that — that
— that eventuated.

Yes. No. Thank you. Thank you for that. If wauld go back to some of the
documents please? If | could ask you to turn bodtain the first bundle? Before
that — I'm sorry, Mr Castrisos — before that, dduld you to turn to tab 33? That's
an email from Mr Bart to you?---Yes.

Now, you see there that Mr Bart has said to you:
We just were approved —

sorry, just for the purpose of the transcript, feading it accurately with
grammatical errors:

We just were approved for a clean technology gfanaround 2 mil which
will essentially pay for the AWM move integration.

Is that correct?---Privilege. Yes, that's — thatsrect.

Do you remember on what basis you had appliedardlean technology
grant?---Privilege. Look, | can’t recall the — theéhe specific details. It had
something I think to do with the emissions from thie plant.

Now, would you accept, wouldn’t you, from your knedge that you were only
going to get a clean technology grant if you shotired you were going to use it for
some sort of investment in energy efficient captaéquipment or processes. Is that
correct?---Privilege. | think — | think — | thinkhad already been spent; that money.
Like, they had already made the improvement. Sorgmbviously indicating that it
had been misdirected — this funding — but it - - -

I’'m not indicating - - -?---No.

- - - anything yet but it's funny that that would the first thing comes into your
mind. But let’s pursue that line then. Why is $million essentially paying for

the AWM move and integration?---Privilege. | -hirtk Phillip was just saying that

in terms of the money coming in for the — the comypmaccounts. The fact was that
the clean technology grant monies were spent tealgtget approval for that grant.
And they were obviously funded by the company.itSe -

What - - -?--- - - - was | guess like a reimbursatras | understand it.

| see. So what was the basis for the applicatothie clean technology grant? Do
you recall? What were you going to do that desitthie $2 million?---Privilege. | —
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look, I — 1 don’t recall — as | say, | don't rectile specifics but it — but it was
improvements to the plant.

Right. But when he says the $2 million will essaht pay for the AWM move and
integration, you would accept, wouldn’t you, tHaattwasn't a basis for a clean
technology grant, wouldn’t you?---Privilege. Najdn’t — | don’t think that’s
correct to say that. |think what he was sayiregetthat the — the — the — the grant
had — had been approved. The money was cominghay — it's not to say they
weren’t spending it on the necessary technologyavgment. What he’s saying is
that the money is coming into the company’s accoand it would assist with some
other things that they're doing as well. And Hesking at it at | guess a holistic
point of view that this is the funds that were gpio be available for the company.

| see. So you're suggesting, are you, that at quoitd somewhere around $2
million had already been spent on things that wqustify its clean technology grant
and this $2 million was a reimbursement for thadt twvould be applied to a different
area?---Privilege. So, that — it was either rei,mbment or the moneys were going
to spent, but he — the money was going to comefalie company’s accounts to
fund that cost, and the government was supportiaginitiative.

| see. Butit’'s certainly true, isn't it, that t&VM move and integration was not
something that would justify a clean technologyngia and of itself; is that
correct?---Privilege. | don't believe that was tase, no.

Thank you. And by — sorry. Just to be absolutéar, when you say you don’t
believe it was the case, you mean that move — gaot disagreeing with me;
you're agreeing with me, aren’t you?---Privilegées, I'm saying | don’t believe the
AWM move and integration had anything to do witbasi technology.

Perfect. Thank you very much. So, then, if | doagk you, then, to turn back to —
sorry — turn forward to tab 47. Just excuse maforoment. Now, if | could ask
you to turn to the number 389 in the top right-haacher which — so, just for your
benefit, these are the minutes of the board meé&ghdyjon 21 September
20127---Yes.

And, then, following that is the board papers fattmonth; is that correct?---Sorry.
Can you just repeat that?

So, standard course, this is the board meetingratBuary; is that correct?---That'’s
— privilege — that’s correct.

At the beginning, minutes of the most previous meét--Privilege. That'’s correct.

So, there had been no board meeting, had thergebetSeptember 2012 and
February 20137?---Privilege. That’s correct.
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Right. How many board meetings, on average, didhave a year while you were a
director?---Privilege. Early on they would be ammgre from six to eight, but in the
later years it — | think it was around once eveaugrer.

And was any explanation given as to why the ambadtbeen reduced?---Privilege.
No.

And did you have — were you habitually sent anyudeents in between board
meetings?---Privilege. Sometimes | was sent fir@sic | just can’t recall how often
they were sent.

Were you — did you discuss the business regulatiywéen board
meetings?---Privilege. Sometimes we caught upnbrrally it was conducted
within the board meeting.

Right. | see. So, you were apprising yoursethefbusiness towards the end on
average, say, every quarter?---Privilege. Yes.

In essence. Thank you. So, then, we have thallpzgers after that. If | could ask
you to turn to — for that meeting. Could I ask youurn to page 389 in the top right-
hand corner?---Yes.

And just read the heading that says Group Restitive?---I've read that.

Was there any discussion at that board meetingtddmou this restructure might
affect the company’s ability to meet its obligaspmcluding redundancy
payments?---Privilege. | think it was put up adrategy going for and detail was to
be presented at a later date, but essentiallydtsgan as a positive to bring in those
companies underneath the group. There was alse dmtussion about AWMs
manufacturing coming into Wangaratta as well, asaw that as a positive.

Okay. Thank you for that. If I could ask you twrt to the next volume. Just excuse
me for a moment, please, Mr Castrisos. Now, duld ask you to turn to tab 52.
Could you read that email to yourself, please that chain, | should say, to
yourself?---Yes, I've read it.

Now, you will see that that emalil is being senyaur capacity as a director of the
Telum Group; is that correct?---Yes.

You tell me what's going on here?---Privilege. Breick had a lot of second stocks
owned and it largely had to do with the industrigber that's used by Yakka and
King Gee and it had been - - -

Sorry. Just interrupt you. Yakka and King Geeravemanufactured by Bruck, are
they, or they were?---Privilege. They — Bruck diggpYakka and King Gee the
blue industrial fabric that you would see in worlare
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| see. And where was that manufactured?---Prieile@t Wangaratta.
By who?---Privilege. By Bruck.

So, Bruck actually manufactured the King Gee préslucs that what you're
saying?---Privilege. Yes, but the fabric, not #utual garment. So, the fabric would
go to King Gee and King Gee would get that fabradminto a garment to sell.

Would cut it and make it into a garment, yes?-wilge. That’s correct.

Yes, | understand. So, what's going on here?vHBge. So, what had occurred
over many years was that there had been a lobok shat Yakka and King Gee had
rejected. It could be for a variety of reasortscould have been off shade or there’s
some other defect with the fabric and they are lentabsell that fabric, so Bruck
were going to convert that fabric into workweatripand sell it so they could reduce
the amount of obsolete stock they had. So, PHibigh flagged that at the board
meeting, and then obviously had then realisedTkatm was a potential customer
for that garment in our capacity as labour hire pany in the construction industry
that required personal protective clothing.

So, in this email you're acting in your capacityaadirector of Telum or as a director
of Bruck?---Privilege. He’s writing to me in myacity as director for Telum.

| see. So, what process had been put in placeabvwdth any potential conflict that
arose between your purchases from Bruck on behaklom when you were
director of both companies?---Privilege. | had madlear that we would just pay
whatever the market rate is that they desired.

Made it clear how?---Privilege. | think | had spokto Phillip about the fact that,
you know, obviously we’re buying those garmenteadly, and as long as it was in
line with what our expectations were, then we wire to consider purchasing from
them.

Had it been raised at either the board of Telunmeroard of Bruck?---Privilege.
Yes. | raised it with the board of Telum and itswaised with the board at Bruck.

And where’s the notes recording the raising with bloard of Bruck?---Privilege. |
don’t know if it was noted in the minutes, but-- -

| see. If | could turn you to page — to tab 5@gsle?---Yes.

This is an email just to Mr Bart, not copied to bagly else or the board. Says:
Hi Phillip. Attached is the winter order for oureM South Wales projects.
Our Queensland office has enough stock to covérwheter issue and we will

order for them once they have run down their stodksill separately send you
the average annual usage for all our offices.
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Can you tell me what's going on there?---Privilegéney — they — they had given us
the prices and - - -

Who had given — what is the nature of the agreetreRtrivilege. This — this stock
was stock that they couldn’t sell, and - - -

How did you know that?---Because that's what RtiBiart had told me.

| see?---Privilege. So they had asked if we cheligh by acquiring some of those —
some of the stock, because they were trying tallaubbusiness of selling this
protective clothing. And all we were doing waditeg them know what our usage
was, and so that it was a — an avenue for thentdcsell.

Where had you previously been acquiring thesedgtoducts for
Telum?---Privilege. We normally just bought froathl industrial clothing
suppliers, so depending on where our office was.

And why was this a preferable arrangement for T@rRrivilege. Because (1) |
guess we wanted to — to try and assist where wigl,caund - - -

You wanted to assist Bruck?---Privilege. Yes.

| see. Yes?---And (2) if — if we could buy it inlk then there were going to be some
cost savings potentially for us.

And what was Telum’s interest in assisting Bruck®vilege. | — | — Phillip had
asked if we could — could — you know, if — if theces were competitive, if we could
purchase off them.

So it arose because of the personal relationshighgd with Phillip?---Privilege. | —
I guess it —it did. I mean, I —if I didn’'t knoRhillip, | don’t think he would have
called me or asked me about it.

And you wanted to assist Bruck as best you coiddhat correct?---Privilege. |
knew this — this obsolete stuff was a problem, saf - if we could assist we — we
were willing to do it.

Okay. Thank you. If you could go to tab 55, pkea#t’'s an email from Ron Johnson
to you of 17 March 2013; is that correct?---Yes.

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

Okay. Thank you. Now, that email is effectiveeking a retrospective approval of
a prior transaction; is that correct?---Privilede— it — yes, it is.

So at that point you were being asked to sign gotoe resolutions?---Privilege.
Yes.
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And they were effectively approving something thadl already occurred some 15
months earlier; is that correct?---Privilege. tB® — the Bruck Properties, the sale,
my — my recollection was that there was an apprbydhe board to the restructure
in late 2011, and essentially they were getting thihe resolution signed at this
point.

So why did it take 15 months to get — if there wahleady approval, to get a
resolution signed?---Privilege. | — 1 don’t knowdon’t know why it took them that
long.

Did you have any concern at that time about resglt® do something that had
already occurred 15 months earlier?---Privilegbad asked the question as to why,
but it was explained to me that it had been apmtpyeu know, earlier, and the
transaction had actually occurred, and this wastidiging up the company minutes
and the secretarial side of it.

| see. So you asked why it was being done nowo Wt you ask that
to?---Privilege. | believe | asked Ron at the ldo@aeeting.

And you were told it’s just reflecting somethingthihe board had previously
approved?---Privilege. Yes.

Is that something that you were a part of?---Regd@. Yes. That — that — that was at
that meeting in late 2011 where there was in-ppillecagreement to it.

Right. So you’re being told that 15 months latieis — these resolutions are being
signed just to tidy up the minutes; is that cdf?eePrivilege. That was my
understanding. Yes.

Is that what you were told?---Privilege. | dorétall exactly what | was told, but | —
that — that's my recollection of why they were dpih

Okay. Now — see, once again, we’'ve got an asaeing Bruck, right, with no cash
movement; is that correct?---Privilege. So thithe transaction where the — the
shares were sold by Bruck Textiles to Bruck Grolireated a loan account, and
then that loan account was offset by those dividedd/idends - - -

Yes?--- - - - that are noted there.

So what was the merit for the company of sellingsset but having no cash come
to it? Forget about the group for a second. Wzt the merits for this — the
company of which you were a director of — of havéngignificant asset levered, but
having no cash come in to replace it?---Privilege- it was really looked at in the
context of the — of the group restructure, andehvegre sufficient — there was
sufficient capital in Bruck Textiles to allow fdnat restructure to occur. The
benefits to Bruck Textiles were seen in the contéxhe overall benefit for the
group in terms of the improvements to the way th&ress would operate.
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And what were those improvements?---They were a@ssatwith making sure that
there was some structure in place in terms of taeagement of those businesses,
and that’s — that’s — was the logic between thi Bptween manufacturing and sales
and marketing, and that there was a proper retuth@ rental — on the property.

So let's assume that the — as you indicated earlibat you agreed that the book
value was a fair market value of $8 million; isttlcorrect?---Privilege. Yes.

So it was thought at the time that Bruck, this campgetting rid of that $8 million,
would get at least $8 million worth of benefit frarthanges in the group; is that
correct?---Privilege. | — 1 don't think it was lked at that way, there — that there was
going to be an $8 million benefit - - -

Okay. So - - -?--- - - - from the restructure.

Why is Bruck then giving away an $8 million assed getting no cash or anything
noticeable in return?---Privilege. It got — it goloan account in return, and then it
was determined that the capital structure of théityewas too high, and from a
shareholder perspective, obviously, you've — yod— you've got to have some
consideration of the capital and the business.réfé@o point having it over-
capitalised, and that's why there — there was #wadation, the dividend and the
capital reduction.

What was the nature of the loan account that weeted?---Well, when the asset
was sold, if it wasn’t paid for there was a loaattbxisted between the two entities.

| see. What were the terms of repayment for tbeatP---Privilege. The — the fact
that the dividend and the capital reduction weruating straight away | don’t think
warranted the — the loan agreement being put irepla

Okay. | see. So the consideration for sellingrion worth — shares worth — that
control $8 million worth of property is that youtgeloan account put in place. So
- - -?---Privilege. Yes.

You can't pay me the $8 million the shares are iyt | will loan you the $8
million; is that correct?---Privilege. Could yask that question again?

So - - -?---I'm not sure | understand the question.

No payment was actually received for the shareshwoon the assumption they're
worth $8 million; is that correct? Except forthre form of a loan
account?---Privilege. There was — there was nb pagment, as | understand it.
There was a loan account created - - -

So that was the consideration; is that correctiife contract? 1 - - -?---Privilege.
There was — there was — | — look, | haven't seeraaontract. We discussed that
before.
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| see. Okay?--- But — but there was $8 millioc@amsideration and there was a loan
created as a result of that.

So surely, so that it matches up, you sell somgthiarth $8 million. You're
expecting $8 million back in some form, one waynother. |s that
correct?---Privilege. If there wasn't — yes.

Okay. And so, initially that $8 million was repesged by them owing you 100 per
cent of the purchase price. Is that correct?v#ege. That's correct.

Okay. So how was that 100 per cent loan for theevaf the purchase price
repaid?---Privilege. So you're talking about ti&rsillion — how was that repaid?

Well, you sold something worth $8 million. The qoamy in liquidation sold
something worth $8 million. What I'm asking you-Hg might be stupid but just in
lay persons terms, what it got for the properofitoaded for $8
million?---Privilege. So the loan was offset bpsle — those dividends being
declared and the capital reduction. That's my wstdading of the transaction.

So if we just take the steps through. | sell sharerth $8 million. The $8 million
coming back to me, at least in the first instamc®y 100 per cent loan for the
purchase price. Is that correct?---Privilege. .Yes

So, at this point, I've gotten rid of an asset W8 million and someone has agreed
to pay me $8 million. Is that correct? And whahis company that has agreed to
pay Bruck for that $8 million?---Privilege. Bru€kroup.

Okay. So how was that obligation discharged?-iege. My understanding is it
was discharged when those — those — the dividedhencapital reduction were
approved and the amounts were offset.

Okay. So what dividend? From whom to whom?--iiage. The Bruck Textiles
dividend to Bruck Group and the capital reductimmf Bruck Textiles to Bruck
Group.

Okay. So what money or what benefit did Bruck Tlegtreceive for having sold,
effectively, the right to operate the factory o fhremises on which they
operated?---Privilege. The $8 million loan. |tamswer any other way. That's —
that’s - - -

Which was never paid back?---Privilege. It waseff
Offset by what?---Privilege. By the dividend ahé tapital reduction.
Who did the dividend go to?---Privilege. The detdl went from Bruck Textiles to

Bruck Group and it offset the loan. So Bruck Graligin't require it to pay it. It
offset it against what it owed Bruck Textiles.
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But Bruck Textiles never actually received anythidigl it?---Privilege. It received
the loan.

Which was never paid back?---Privilege. | don’doknwhat other way to answer it.
The loan was created. There were dividends detlakecapital reduction and they
were offset. That’s — that's how | understandttiaa@saction.

And then, at some point, Bruck Textiles got itsetb a situation where it was
agreeing to pay $700,000 a year plus GST rent fwoperty it had previously
owned. Is that correct?---Privilege. There w&ruck Properties was always a
separate company with — that owned that properdy @ a result, there probably
should have been rent paid earlier but that’s wiaapened. That was — once the
sale occurred, they — they put in place the rahe-lease.

But Bruck Textiles owned the shares in Bruck Prygpprior to this, did it
not?---Privilege. That’s correct. Yes.

So Bruck Textiles, in effect, own Bruck Propertydaiontrol the terms under which
it occupied the premises?---Privilege. | guesdirattly it did. There was a separate
board, obviously.

And then we came to a situation where Bruck soddérshares — Bruck Textiles, but
received no cash for the sale of those sharethai<orrect?---Privilege. There was
no cash, as | understand, that was transferredeleeatentities. | wasn’'t made aware
of any cash transfer.

And then Bruck Textiles assumed an obligationpates point, to pay the rent at
$700,000 plus GST a year?---Privilege. There waghdigation to pay the rent.
Yes.

Yes. So could you not see from the position ofrectior of Bruck Textiles that it
sold an asset worth $8 million, acquired, subsetiyealiability to pay $700,000

plus GST a year but didn’t seem to have any mooeyirrg in to help fund that
liability. Isn’t that correct?---Privilege. Thathot how | saw the transaction. There
was a transaction that occurred that created tredo there was consideration. And
then the decision was made that the capital strectiBruck Textiles would —

would — well, there was a dividend paid, sorry6ahillion and that there would be a
capital reduction 2 million and that would offskat loan.

What was the justification for those transaction$?ivilege. Which transaction are
you talking about?

What you’'ve described as, together, the offsettiagsactions?---Privilege. Bruck
Textiles had significant capital, based well in@ss of what its requirements were at
the time in terms of its size and it was seen asaeable to — to declare that
dividend. There was sufficient retained earnirmgysiaike the capital reduction.
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And, at this point, you didn’t know — or you didnftink that Bruck Textiles had
assumed a liability to pay $700,000 rent a yedPPivilege. | didn’t know the exact
number but the intention was that there would In¢ paid.

At some point?---Privilege. Yes.

But you didn’t think that obligation had arisenrfrd. January 2012, did
you?---Privilege. Well, no. |- there was no kasplace at that point.

And so if you had known that it was considered thate had been an existing
obligation to pay rent from 1 January 2012, woudd aave approved these
transactions?---Privilege. | was — | supportedgtaip restructure from October
2011 and that was the intention that they wouldipethis group and there would be
some rental payable and it would be reflected ucBiTextiles.

But did the amounts make sense if Bruck Textilesaaly owed in excess of $1

million for rent?---Privilege. | had no problemtivithe amounts they were talking
about. No.

Okay. And you have no concerns in light of whdissquently happened to Bruck
of the amounts then being discussed?---Privildgion’'t have any concerns with
that transaction. No.

THE REGISTRAR: s this a convenient time, Mr Kud&i? Or are you going to
move to another point?

MR KULEVSKI: No. This is a convenient time. Y.e$hank you. We should be —
| apologise — about another half an hour. Thatld/be it. Thank you.

THE REGISTRAR: Allright. Yes. What we will d&r Kulevski is we will take
the break now. In the meantime, we will ask Mrt@sss not to speak to anyone
about his evidence. We will resume at 2.15.

MR KULEVSKI: Thank you.

ADJOURNED [12.44 pm]

RESUMED [2.22 pm]

THE REGISTRAR: Yes. Mr Kulevski, we can contiffue

MR KULEVSKI: Yes. Thank you, Registrar.

THE REGISTRAR: Yes. ..... Before. Thank yoxes.
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MR KULEVSKI: Mr Castrisos, could | please ask ytouturn to tab 129 of volume
3. It's the first tab of that third volume?---Ttierd volume?

Yes. The first tab of the third volume?---Yesd'got it.

Could I ask you to read that circulating resolutiplease?---Privilege. “That the
company pays an ..... Dividend of - - -”

Sorry?---Sorry.

I'm terribly - - -?---You - - -

Just to yourself?---Okay.

Yes. Sorry?---All right. No, I'm fine. Yes.

Is that your signature in — above your name?--ilege. Yes.

And did you sign it on or about the date that Mrii@ais recorded signing it as 19
March 2013?---Privilege. Yes, around that date.

Yes. Could you explain what that dividend — theoraale behind the payment of
that dividend?---Privilege. That was a dividenst jaut of the retained earnings of
the company.

And why is the circulating resolution dated Mar€i2 being used to authorise the
payment of a dividend effective 2 January 2012Pi+HEge. They —and I'm not
sure of the reason, but they tended to use cirngla¢solutions for some of these
resolutions even though they were discussed didhed meeting.

| see. Probably more directly, I'm wondering whieaolution dated March 2013 is
referring to a transaction on 2 January 2012. Wagn't the resolution passed at
that time?---Privilege. My understanding is thiathe board meeting prior to that it
was discussed and agreed, but they then justfallap with a circulating
resolution.

Did you check that before you signed?---1 beliewdl

So, you somehow made yourself comfortable, did toat, the board meeting prior
to 2 January 2012 had authorised that payment®dge. Correct.

Could you tell us how you made yourself so comtadga@---Privilege. It would have
been from my recollection.

So, at the time someone raised with you, “Did yemember we discussed this — we
approved this at the board meeting before”, andsgd, “Yes, | recall that.”
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Something like that?---Privilege. | was at thaattbmeeting, so | would have
recalled that it - - -

No. That's — sorry. Sorry. | will say that agaiAt the time this was sent around,
you asked someone, did you, “Why are we signingPthand they said to you,
“Remember we approved at that board meeting in 20ddd you said, “Yes, | recall
that.” Was it something along those lines?---FRegye. They either sent me a note
with it or there would have been some explanatiomvbere they would come with
it.

| see. And did you raise any questions as to \utsyttansaction had not been
regularised in a resolution 18 months earlier +ysofm terribly sorry. 15 months
earlier?---Privilege. No. I'm not sure why.

Now, tell me, please, Mr Castrisos, if it had bapproved at a board meeting — so,
authorised at a board meeting — why would a citowgaesolution be
required?---Privilege. I'm not sure if it relatisthis one, but there had been an
error, | think, in a previous one where they hddmed to a frank dividend, and it
was actually unfranked. I'm not sure if this ig thctual dividend that they're
referring to here, but there certainly was — | écatl there was an issue with one of
those resolutions.

But that’s not this resolution, is it, becausedesdn’t refer to itself as correcting an
error, does it?---Privilege. No, it doesn’t apptabe, but it — my recollection is
there was one and | know it was $2 million.

Okay. Let’'s assume it’s not this one just for plueposes of assumption. Why
would a resolution — circulating resolution be need if the board had already
authorised the payment 16 months earlier?---PgeilePossibly to correct that error,
but I don’t recall if this is the specific resoloi, but there certainly was one where
there was an error.

There were other circulating resolutions refertimgransactions that occurred over
12 months earlier, were there not?---Privilegeeréhwas obviously that one that
related to the Bruck Properties - - -

Yes?--- - - - transaction, yes.

So, why are circulating resolutions required if Huard has already approved it
some time earlier?---Privilege. My understandmthiat they had changed — they got
a secretary or company to assist them with justagiaug their own ongoing
company secretarial obligations, so I'm not surauif of that review that they had
realised that they had to correct some of the decation. I'm not sure, but | know
there was a change to it.

So, I don’'t understand that. So, if the board Irkesosomething at a meeting why is a
subsequent resolution needed to confirm the sasuduteon?---Privilege. | presume
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it was for clarity, that there must have been anes but | — look, to be honest, |
don’t recall on this specific one.

Well, do you recall on any of them? For instanthe,Bruck Properties
one?---Privilege. It — as | mentioned before, thed been agreed in late 2011, so, as
far as | was concerned, the board had approvedtipbviously they felt that there
needed to be that resolution just, | guess, tafgldre — and | don’t know if that

came out of the review by the secretarial firm of. n’'m not sure.

So, are you saying there was no resolution in 201fhie board?---Privilege. No,
I’'m saying there was agreement of the board, thatdrinciple, that restructure would
go ahead.

So, really, we’re going circular. There was areagnent and there was a resolution,
but, yet, there’s a subsequent resolution 15 mdaths, and all I'm really asking for
is one justification as to why a second resolutimuld be needed?---Privilege. |
can’'t answer that question. All I know is at ttfE.2 board meeting it was agreed.

So, why do you sign these documents if you dondteustand why they’re
required?---Privilege. Because it’s just clarifyiwhat was agreed.

But how is it clarifying if it's just saying the s thing?---Privilege. | can’t answer
why they felt they needed to have a separate dociimet it was just clarifying
what | thought was agreed.

So, was it your practice, then, just to do whatékey — was just to sign whatever
they put in front of you?---Privilege. No.

So, what was your reason for signing the documeftvilege. It was just
clarifying what had been agreed.

What was - - -?---1 can’t answer it any other wiagrt to say that it was — it had been
agreed. There was nothing wrong with these doctsnerhey were documenting
down what had been agreed.

What was unclear before?---Privilege. | was spgouy as to why they put it
forward — that had been reviewed. You will havasg, | guess, the company
secretary to get clarity on that.

Okay. So, what was your reason for signing?--ifage. Because | was asked to
sign, and it was — it wasn’t inconsistent with what been agreed.

So, that’'s what we’re going back to. You signelleitause you were asked to sign it,
and you didn’t think it was inconsistent with whmd earlier been agreed, did
you?---No, it wasn’t inconsistent.

Yes. So, you didn’t think - - -
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MR HEDGE: Registrar, could I just interrupt tdkamy friend to actually read the
first part of it where the resolution he’s talkiagout does, in fact, use the word
“ratify” which is a legal term. It's not a mattéar the witness to debate, but, in all
fairness this resolution does, in fact, say “radtgfgmething.

THE REGISTRAR: Mr Kulevski, does that - - -

MR KULEVSKI: It does absolutely nothing becaubke twords used are “hereby
resolve, confirm and ratify”, so, they are thre¢gndially inconsistent statements,
but, really, I'm just asking the witness why hergd the document.

THE REGISTRAR: Are you asking why this witnessfired this?

MR KULEVSKI: No, I'm not asking - - -

THE REGISTRAR: No?

MR KULEVSKI: I'm asking him why he signed the douent.

THE REGISTRAR: All right. Proceed on that basieen, Mr Kulevski.

MR KULEVSKI: Because I'm not — | never suggestedim that it was a
ratification.

THE REGISTRAR: Okay.

MR KULEVSKI: A ratification would tend to implyhtat an unauthorised act had
been earlier done which now needed ratificatiohe Witness is telling me it had
already been agreed.

Well, given what Mr Hedge has said, is that whatpemed, is it? Was the earlier
transaction 15 months earlier unauthorised andwene now ratifying
it?---Privilege. That’s not my understanding, no.

No. Right. So, you say that it had earlier begreed, and someone asked you to
sign the document and you signed it, so, what Bkiray you is what was your
reason for signing it over and above someone ¢gllou to?---Privilege. | signed it
because | was given an explanation; | just catall what the issue was - - -

Right?--- - - - but it was consistent with what Haekn agreed.

So, what was the explanation given to you as to thbysubsequent circular
resolution in Bruck Properties was — with respedBtuck Properties was
required?---Privilege. Again, | believe it was fdarity on that transaction, but it
had clearly been agreed.
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So, your understanding of these — of the circidaolutions is they do no more than
re-state what had earlier been agreed by the boarthat correct?---Privilege.
Generally, that's the way | saw them, yes.

Okay. Thank you. If | could ask you to turn tb &8, please, in volume 2 —or is it —
yes, volume 2. It's an email chain between you indohnson. | might ask you to
read that to yourself?---I've read it.

Could I ask again — similar to my earlier questienghy this approval was being
sought, once again, after the transaction?---legell It — | can’t answer it any other
way than to say that it was agreed at the end bf 28nd that resolution, as |
understand it, was to clarify the transaction.

But this is a different transaction, isn't it? 8or This is a different approval. |
withdraw that. You’re now seeking subsequent aygdrivom a third party, aren’t
you?---Privilege. They were required, as | undgerdgtit, to get ..... Approval for the
dividend and the capital reduction.

But that’s after it had already occurred, is thait night?---Privilege. No. The
capital reduction and the dividend, | think, ocearafter this day.

After 20 March 2013?---Privilege. That's my reeafiion.

Which dividend and capital reduction are you tajkabout?---Privilege. The one
that involved a — | think, a $6 million dividenddha $2 million capital reduction.

Sorry. I'm just confused. Does this not also rréfack to the dividends and the
reduction of 2 January 2012 to offset the suppseséelof the shares?---Privilege. |
believe those — that dividend and capital reduatiocurred in 2013.

Yes. So, if you go back to the beginning of thaioh- sorry — on the following
page, I've attached some resolutions that covesdleof Bruck Properties by Bruck
Textiles to Bruck Group?---Yes.

And, so, the resolutions are backdated — sorrg-+dholutions are attached in March
2013?---Privilege. Yes. So, my understandindhefttansaction is that the transfer
of the shares occurred 1 January 2012 and theetigidnd the capital reduction
occurred in March 2013.

So, starting at the beginning, where is the expianan this email as to why the
resolution is finally required for something efii@et 1 January 2012?---Privilege.
Are you talking about the property — the shareale

Yes. Yes?---Privilege. There’s no explanatiothiait email, as | can tell, but | must
have had a conversation with them.

Right. But you don’t recall the contents of thaheersation?---Privilege. No.
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Okay. Thank you. Do you recall what GE’s attitudehis was?---Privilege. |
didn’'t attend the meetings, but they gave writtppraval, so | presume - - -

What was the explanation given to GE as to whatreqsired?---Privilege. As |
understand it, they explained the group restructure

And the reason why they approved it, was it notabse it's, in effect, their security
over the group; that’s correct, is it not?---Hege. | didn’t attend the meeting, so |
can’t comment as to what their thinking was.

If — sorry. 1didn’t mean to interrupt you?---Thaas it.

If you turn to tab 65, please. You will see that Mhnson is sending you the written
confirmation?---Privilege. Yes.

And it says:

It has taken a bit of time because GE wants to leaeeything cleared with
their solicitors to ensure that the transactionmidaffect their current security.

?---Privilege. Yes.

And that security was over the group generally,nitas which is why it wouldn’t
affect it?---Privilege. That's — yes, that’'s mydanstanding.

Yes. Okay. Now, were you, then, given an expianat | can't recall — | apologise
— exactly the words you used, but you said thgoat coffee with Mr Bart in April
he said that GE had pulled the financing agreenuithtyou say, or withdrawn the
financing agreement a month earlier?---Privilejy@. That was in the — at lunch in
June.

In June. And he — they removed it in May, did way, a month earlier?---Privilege.
Yes, that's what he said.

And was an explanation given to you as why GE plulteir finance?---Privilege.
He — I believe he indicated that GE had taken tbe ¥hat they didn’t want to
continue to fund the textile industry in Australia.

So, you say it was a, sort of — it wasn’t Bruckafie it was an industry reason, was
it?---Privilege. That's my understanding, yes.

Your understanding based on what Mr Bart said togo- - -?---Privilege. Correct.
Yes. Thank you. Might ask you to turn to tab 1'80olume 3, please. So, this

gives the clarity to the email. If | could ask ylmuread that resolution to yourself,
please?---I've read it.
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So, did you sign that document on or about 18 A2013?---Privilege. Yes.

So, you will see that, contrary to what you told @aglier, this resolution was with
respect to transactions all of which had alreagypkaed; is that
correct?---Privilege. The way | interpret thighat the share sale happened on 1
January - - -

Yes?--- - - - and the dividend and the capital otidam happened on 8 March - - -
Yes?--- - - - 2013.

Yes?---I think that - - -

And when did you sign it?---1 think that's whatdid previously.

No, you said that the — it was — it had anticipateadend, you said to me eatrlier.
When did you sign this? 18 April 2013?---1 — pldge. Okay. So, you're saying
there’s a 10-day difference there between the @la@itluction and the - - -

There’s a one month and 10 day difference?---Sadge month and 10 days.
Privilege. Yes. Well, obviously that's when | segl it.

So, at that point in time — well, that's also whénBart appears to have signed it; is
that not correct?---Privilege. Yes.

So, at that time what we’re doing via circular —awvthe company is doing via
circular resolution is agreeing and approving e sf Bruck Properties to Bruck
Group effective from 1 January 2012; is that atif?e-Privilege. Correct.

And, then, what — and, then, resolving to agreshat you called, for argument’s
sake, the off-setting transactions to the loan actois that correct?---Privilege.
That'’s correct.

So, why is this all being done after the evenespect of all three?---Privilege. |
can't give you a full explanation on that; alldrcsay is that the transaction, as it sits
there, was agreed by the board.

And you — sorry. Is this the agreement or isflecting some prior
agreement?---Privilege. It — the structure of theal was agreed in late 2011. As |
understand it, the shared transfer occurred 1 Jgnaiad the dividend and the capital
reduction occurred March 2013.

So, are you saying that it was anticipated in 2t the loan of transaction that was
being created as consideration for the sale ofhiages would always be offset, in
your words, by these transactions?---Privilege.l Asderstand it, yes, because — and
that was, | think, what was contained in the E&3toung report as well.
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So, the loan was never — it was never actuallygytorbe a loan that would be repaid
in any real sense; is that correct?---Privilegdon’t think it was envisaged that
there would be a cash payment to repay that ltamas always envisaged that there
would be a dividend and capital reduction and Watld offset the loan.

| see. Now, it was noted, it says in the resohyttbat the reduction is fair and
reasonable to the company’s members as a wholev#eBe. Yes.

Could you explain why it was; what was the ratiengmu had when you signed that
resolution?---Privilege. It — obviously, the restiure had been put forward by the
members, and it was - - -

And who were the members?---Privilege. At the ttemember, | think, was Mark
Foy’s, if you go back to 2011.

And, ultimately, owned by Mr Bart; is that correetPrivilege. That’s correct.
Yes.

Okay. And:
...does not materially prejudice the company’siibtb pay its creditors.
And you believed that at the time, did you?---Rege. Yes.

And no one explained to you — did you — sorry. ithdraw that. Did you have any
reason to think at that time that in less than bhitims later this company would be in
liquidation?---Privilege. No. | had no expectatihat was - - -

And no one raised with you any doubts about theiicoed viability of the
business?---Privilege. No.

And none of the financial reports you had seereth@ny concern about the financial
viability of the business, did they?---PrivilegRo.

Do you accept now that if these capital reductioed not been made over the
previous few years, that the company would have lbea position to meet all its
obligations?---Privilege.

MR HEDGE: Your Honour — withdraw that, Registrarthink | understand what
my friend is trying to ask, but he might clarifywahat timeframe. Again, | think
he’s asking him to speculate about the time ofitigtion when my client was not a
director. He really needs to clarify the time thats talking about.

THE REGISTRAR: Can you enlighten on that issue Kdlevski? Thank you.

MR KULEVSKI: What was the position of the compaatyyour final board
meeting in November? You said that it was profé@b--Privilege. Yes.
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But you said by somewhat over $2 million; am htign saying that?---Privilege.
My — my recollection is that in the three or foways prior to that period the — the
cumulative profits were close to six or seven miiliand in the last six months
leading into December 2013, the profit was in egadgwo million.

Now, did you ever see any hard figures about thanicial position of the company
when you resigned in April?---Privilege. No.

So is it fair to say that the last figures you wgoing off were those from
November?---Privilege. Yes.

And you had no updated information?---Privilegeo. N

And Mr Bart didn’t provide you any specifics?---Rlege. No.

Do you recall reading the BRI Ferrier report?--vitege. Yes.

Did you — so you read that in June, did you noP?ivilege. Yes.

And at that point, given what was contained inBifd Ferrier report, did you have
cause to think that if the capital reductions hatlbeen made over the previous three
years the so-called problems identified in the BBirier report wouldn’t
exist?---Privilege. No. Because | think it wagraup-wide issue with regard to
revenue. | mean, if the revenue was an issuegstgoing to affect the group.

The revenue of what?---Privilege. The revenudef+ of the group, which — which
affected, specifically, Bruck Trading through th@ume that was going through the
mill, and obviously the sales and marketing busines

But, really, that’s just Bruck Textiles, isn't it?Privilege. Bruck Textiles at — if
you're talking about April, Bruck Textiles was theanufacturing business.

| see?---So obviously it was — it was being affddig any — any downgrade in
revenue expectations in the other businesses.

And please remind me what the other business welReRdlege. It was supplying —
at that point it was supplying, as | understanthi, sales and marketing business.

For the manufacturing that Bruck Textiles did, tiya-No, no. Not all of it went
there. Privilege. Wilson’s was being supplied] arand also AWM.

Not much of this makes sense, does it?---Privilege.
MR HEDGE: Registrar, | object to that questidnmean, what does it mean?

THE REGISTRAR: Not much of what makes sense, My -
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MR KULEVSKI: Any of it, Registrar, but we will gehere in time.

This - - -?---Privilege. | — 1 can’t comment orath | mean, it's —it's — it's — | don’t
what your — your question is.

These capital reductions were being made to fundeids that ultimately Mr Bart
would profit from; is that not correct?---Privileg No. The — the — the — essentially
what was happening with the restructure was tlebtisiness was being split into
three areas. The — those three areas would be@jaiely capitalised, and this
facilitated that.

Well, seems to have been a bang-up job done qftibaause the three businesses
were split, were split into a property, what yoy sananufacturing, and a marketing
and sales; is that correct?---Privilege. Yes.

The property never got rent for its sole assetjt@id-Privilege. As —as | — |
mentioned before, for the six months after I'm aafare that rent was paid, but it — it
possibly could have been. | can’t answer that tijpres

| see. | see. Would it surprise you to learn titent was ever paid?---Privilege. |
can’t comment. | don't— | —as | said, | — no coents were made to me.

And the valuation was done on the basis of goingem of the property that rent
would be paid. Is that correct?---Privilege. Yes.

And we have dividends being paid, franked or urKeah including to the value of

$6 million dollars on 8 March 2013. Who ultimatélgnefits from that
dividend?---Privilege. It — it was to facilitatieet group restructure, so it went back to
Bruck Group, and my understanding is that thatteépias then employed for the —
for the other entities that were being establistvedof the group restructure.

Okay. How was that capital employed then? Ifénivaway from Bruck Textiles
and then Bruck Textiles goes into liquidation anjater, where was the capital
being employed?---Privilege. My understandindhist those moneys were then lent
back in this case to Bruck Properties.

To do what?---To capitalise that company.

With what — for what purpose?---Privilege. It -chase it now had an asset of $8
million.

So Bruck Textiles owns shares in a property fronctiit operates its factory; is
that correct? Originally?---Privilege. Prior taJanuary 2012, that’s correct.

Sells those shares on the valuation of a goingeronehere rent will be paid; that
correct?---Privilege. That's correct.
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No rent gets paid. I'm asking you to assume tiNad.rent gets paid. The lease is
backdated, you've seen. The obligation in thed@agay rent is backdated 16
months. You saw that. Yes?---Privilege. Yes.

So the asset worth $8 million leaves Bruck Textitesl you say somehow the $8
million was then used to capitalise Bruck Propeitythat what you say?---Privilege.
My understanding is that Bruck Group lent that motteBruck Properties.

To purchase the shares?---Privilege. That's wihats what was explained to me.

Okay. So Bruck Textiles has lost an asset supppsexdth 8 million. It has gone to
Bruck Property, and Bruck Property was lent thatiion from somewhere else
within the group. That's the — is that what thisefting transaction has been, in
your understanding?---Privilege. My understandsig all stayed within the Bruck
Group, that 8 million.

So how was Bruck Property capitalised?---Privileganderstand it was capitalised
by a loan form Bruck Group.

I’'m really having trouble following these transacts. Sale of the shares worth
supposedly $8 million upon the land upon whichfdwory is conducted.
Yes?---Privilege. Yes.

Originally recognised as being consideration forolwhs a loan to Bruck Textiles —
owing to Bruck Textiles for the full value?---Piiege. Correct.

Then we enter into, some 16 months later, whall bé@etting transactions of a
capital reduction payment of $2 million to be maal@®ruck Group Proprietary
Limited, and an unfranked divided of $6 million p&id to Bruck Group Proprietary
Limited; is that correct?---Privilege. Correct.

So there’s $8 million being given to Bruck Groumptetary Limited; is that
right?---Privilege. Correct.

And what does Bruck Group do with that $8 millionPrivilege. The — the way it
was explained to me is that money was lent to BRidperties, but you have to
check with the CFO as to whether that's what hapgehut that's what was
explained to me.

Okay. And so how does that benefit, at all, Briiektiles, the company of which
you were a director?---Privilege. The actual [iam Bruck Group to Bruck
Properties has nothing to do with Bruck Textil@$is transaction, as | explained,
was — was seen within the context of the groupuesire.

Okay. But you accept that as a company directmr,have obligations to each
company of which you are a director. Do you actlegt?---Privilege. Correct.
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So if Bruck Textiles sold $8 million worth of sharand then had the loan cancelled,
what benefit did Bruck Textiles get from this traogon?---Privilege. Bruck

Textiles got consideration for the property anchttiee dividend and the capital
reduction were to realign the capital structure araohd that was to address the
proposal that was put forward by the members.

So you see that we’re using words here that agtnakd to have content like realign
the capital structure and things such as that eathich, with due respect — I'm not
being critical — are slogans that actually needesocontent. What I'm wondering is
by selling its shares worth $8 million accordinghe company, what benefit did
Bruck Textiles get? Simple question. You're adior, you sign off on the
transaction. What benefit - - -

MR HEDGE: Registrar, the witness has answeredjtiestion. The fact my friend
asked it 27 times in a different way and he dodgtétthe answer, he can take that
and do what he wants with it but the fact is thtness has answered it. He’s given
his view, he’s given his opinion for what it's whrdn the accounting transactions.
What more can he say? With all due respect, we Batvhere for a very long time
where the same questions have been asked agaagaimdand again.

MR KULEVSKI: That's not true, Registrar. You widuhave seen the two separate
answers being given recently which is to realigncapital structure and because the
members had proposed it. But neither of thoseasgvers. | want to know how it
benefited — it's a simple question. Normally whHesell my house, someone says
how did you benefit? Well, there’s X million dalasitting in my bank. All |

simply want to know is how this company benefited -

THE REGISTRAR: Congratulations, Mr - - -
MR HEDGE: Yes.

MR KULEVSKI: Well - - -

THE REGISTRAR: Sorry. Keep going.

MR HEDGE: It's a solvent company and they’re degalwith the members is really
the answer but it's — you know - - -

MR KULEVSKI: Well - - -

MR HEDGE: - --it's alegal question. It's agkd - - -
MR KULEVSKI: - - - perfect.
MR HEDGE: - - - question.

MR KULEVSKI: Perfect. He’s giving answers forethvitness now.
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MR HEDGE: Let's move on.

MR KULEVSKI: But it's the answer to one questiorow did the company
benefit from the transaction?

THE REGISTRAR: 1 will allow the question just utdl think we need to — you
seem to be revisiting the same area again and,dgaidulevski. | think you should
move on but | will allow that question.

MR KULEVSKI: How did the company benefit from ghiransaction?---Privilege.
I've answered it before. The — the company soédditoperty for $8 million. It got
consideration for that. Then there was a sep#ématsaction that dealt with the
dividend and the capital reduction and that wasdtn- on the request of the
members and we - - -

But that's what I'm - - -?--- - - - and as directaddressed the issues that we had to
in that — with that request.

But you told me earlier that it never got the cdesation for that because the loan
transaction was cancelled?---Privilege. | diday she loan — you'’re using that
terminology.

Okay. Please tell - - -?---I'm saying — I'm sayitig dividend and the capital
reduction offset the loan. You're — you’re usingct’'re using the language to
suggest there was no consideration.

No, no, no. | accept that the consideration waddhn transaction but you said it
was offset so what benefit did Bruck Textiles ree@--Privilege. I've answered
that question. It got - - -

Well - - -?--- - - - consideration for the property

My friend is right. That will be taken up at adatime. | mean, every fair
opportunity has been given.

MR HEDGE: Registrar, that’'s uncalled for. He&kead the question. Really, can
we just move on.

MR KULEVSKI: He raised it. He said you can takep at a later time and I'm
saying | will take it up at a later time. He isdube invitation to treat.

THE REGISTRAR: Can you move on to the next tdapat’s relevant, Mr
Kulevski?

MR KULEVSKI: Yes.
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THE REGISTRAR: 1don’t think | need to hear coehand solicitors, you know,
bantering at the bar table.

MR HEDGE: Agree, Registrar.

MR KULEVSKI: Just proving a point. Tab 81 pleas&. Could you read that
email to yourself please?---I've read it.

So this was the email you were talking about tlesicdbed the possibility of the
lease transaction to you?---Privilege. Yes.

Do you see there under heading 1 that you wer@etthat the lease — the
obligation to lease might be timed from the timatttine reorganisation was effected
l.e. 1 January 20127?---Privilege. Yes, | can bae t

And there’s a question mark afterwards?---Privileyes.

So you did know that it was the intention to batkdae obligation to lease, didn’t
you?---Privilege. It —it — it — it obviously hagen sent to me, yes.

But what, are you saying that you didn’t understarmd didn’t recall it or
- - -?---Privilege. | didn’t recall it.

There’s a question mark which would tend to indiatey’re asking your view on it.
Is that not correct?---Privilege. My understandimthis was going to be discussed
at the board meeting.

And was it discussed at the board meeting?---legell Yes.

And so therefore was the intention to backdateotiigation in the lease all those
months discussed at the board meeting?---Priviléglon't recall. | believe what
we discussed was that it was to be done on comah¢ecms. | don’'t — | don’t recall
discussing the commencement date.

So you saw the commencement date of the obligatitins email and to your
knowledge, you didn’t raise an issue with it and yever discussed it again with
anyone?---Privilege. | don't recall if we discudse
Now, moving further down:
So as to not stress Bruck during its time of regdting the transplantation of
AWM, Bruck Properties should lend the rental baaidgack to Bruck Textiles
until the major cash out lays and restructuring ammpleted.

Do you see that?---Privilege. Yes.
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What did you understand by that?---Privilege. TFhétat subject to the — the cash
flow requirements for Bruck, there would be no riegment to pay rental unless —
unless they were in a position to do so.

So why in May 2013 are we issuing circular resolsithat reduce the assets of
Bruck without any cash coming back to it if Bruskat a time of stress during this
restructuring?---Privilege. | — look, that — thak think that — that language was —
was not intended to suggest that there was a Emgproblem. It was a short term
issue because of the restructuring costs.

| see. And do you recall how long this issue was t last?---Privilege. My - - -

Predicted?---My recollection is that the cash fleas solid at that point and there
were no issues.

Right. Okay. I understand. Why would Bruck Pntigs be registering a second
ranked fixed and floating charge?---Privilege. Whderstanding is that that wasn’t
agreed and | — | don't believe GE granted apprasgdhr as I'm concerned.

| see. But what was the — so you didn’t agreeittsdtould? Is that what you meant?
Sorry, | - - -?---Privilege. No, | don’t recall mgping to that.

Do you know whether the other two directors agieet?---Privilege. | don’t know.

But your recollection is that you didn’t agree t®-+-Privilege. | don't recall
agreeing to it.

Sorry, what does that mean? Does that mean yourecall whether you did or you
didn’t agree to it or that you recall not agreeiagt?---Privilege. | just don't recall
that coming up at the board meeting, that - - -

| see?--- - - - that discussion.

| see. Now, topic 3, did that ever occur?---Peige. | — | believe subsequent to the
November board meeting, that AWM took some spatgeylou know, it happened |
think subsequent to the November meeting.

Was a reasonable rental stream from sublettingsdhed became vacant ever
developed?---Privilege. | —1—I— I can’'t answieat.

Okay. Why was it even suggested that a Phillig Bdated company should take a
charge within the group? | don’t understand thaP?ivilege. | —1—I've — | guess
I've answered the question about the second rarfkied and floating charge. Well,
the only reason would be if — if — | guess if hie'st money to the entity that he’s
entitled to ask for it.

But he’s the ultimate shareholder of the whole gras he not?---Privilege. Yes.
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So what are the benefits for any Bruck entity &frig a charge within the
group?---Privilege. For — for Bruckto —to - - -

For any entity to take a charge within the groufPtivilege. | can’'t answer, you
know, what — what he did in terms of taking a clearg)- - -

Okay. But this was being sent to you in your cétgaxs a director. What did you
understand the reasoning for it to be?---Privilebe.l — | interpreted this as
protecting the interests of Bruck Properties.

| see. Thank you. Could I ask you to turn to8a@bplease. It's the board papers for
the 13 June meeting. Tab 87. If | could ask yotutn to page 2 of the internal
numbering, but page 328 in the top right-hand a&eres.

So if you see that under Financials it says:

PB explained to the board the contingency plan gdéaomward, to improve
profitability and cash flow.

And is it fair to say that, based on your eviderbat you didn’t think there was a
particular cash flow problem at that stage?---Rege. No.

No, there wasn’t a problem?---Privilege. No, thesesn’t a problem.
“AWM and Wilson to pay promptly”?---Privilege. Yes

So that means internal group transactions; tleatsect, isn't it?---Privilege.
Correct.

Trading conditions in next six months difficultf bopefully it's a transitional
year.

?---Privilege. Correct.

| suppose it was, in one sense. And then next:
We will take out 40 people.

?---Privilege. Yes.

And what did you understand that to mean?---Pigé@leThat they were going to
reduce the staff numbers by 40.

And how did you understand that was going to happefrivilege. They — they
were, at this point, still preparing their budgetsgd coming up with how that was
going to occur. But it — again, would have beenilsir to how they approached it in
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previous years, which was there was going to blevioasly, some — some
resignations, but I think also in this case theyenleoking at some redundancies.

And how was — how were the redundancies going fod for?---Privilege. My
recollection is when they finally completed the bet] they had an allowance for
redundancies in there.

And there was — your understanding was that thasesufficient cash on hand to
meet those obligations?---Privilege. Yes, thereewand Phillip Bart also indicated
that he would provide funding where needed.

| see. So he said that at the board meeting,efd-HPrivilege. Yes. In the
November board meeting.

Thank you. So at 349 — | will take you forwardirgpabout 20 pages?---Yes.

If you go back to former page 7, why is there dfer restructure being
contemplated at this stage? | will let you reaat tb yourself?---Privilege. This —
this — this restructure, | guess, was probablyestagf what was envisaged back in
late 2011, where Phillip Bart was intending to grail of his textile assets under the
Bruck Group.

But this is dated 10 June 2013, do you see?--1Bgwi Yes, but it — it was just an
evolution of what was, | guess, outlined in 2011.

And what were the additional benefits of this evioln for Bruck
Textiles?---Privilege. Specifically, for Bruck Ties, it would mean that some
additional manufacturing volume would be movedh® YWangaratta site.

And what would they be?---Privilege. They werdeytwere from the operations of
AWM.

If I could ask you to turn to the very last pagetladt tab, which is a flow — well, sort
of a company structure chart?---Yes.

See the reference to the company of which you wetlieector, Bruck Textiles
Proprietary Limited?---Yes.

Could you explain to the court, please, why it'saéed therein as a labour hire
company?---Privilege. | don’t know why it was delsed. There wasn’t any
detailed discussion about it, and as far as | waserned there was to be no change
to its operation as — as a manufacturing entity.

You didn’t ask as to why Bruck Textiles Proprietamnited was being described as
a labour hire company?---Privilege. At — at tmedi— and it was a brief discussion —
there was some thought that they would have a tkshaur force that would be
available to manage peaks and troughs.
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| see. And how were the permanent employees doibg dealt with, that already
existed?---Privilege. My recollection is that theguld be in Bruck Manufacturing
and Bruck Textiles Proprietary Limited, so | bekethey were changing the name,
but Bruck Textiles would be a labour hire busingssg had a casual labour force.

Was that to segregate liabilities?---Privilege.. Nahink it was just to add
flexibility.

Flexibility. By flexibility, do we mean reducingepmanent employees who have
considerable redundancy entitlements?---Privilébieat — that wasn’t specifically
discussed. As | understood it, you would havera gooup of people. | don’t know
what — there was no — no detailed discussion albat that might be. And that you
would top that up with the casual labour forceeapuired. You need to remember
that, as part of this proposal, additional manufiasyy was coming to the Wangaratta
site, so there should have been additional job dppiies as part of that restructure.

So current employees and more?---Privilege. Myewstdnding is that the labour
numbers actually increased in the last six mon8wsyes, | — | — | think there were
going to be some reductions, but it was — it wise-numbers, as | can recall, | think
increased by 20 or 30 over the last six monthsusaeaving had come in from
AWM.

| see. If I could ask you to go back to volumeaid tab 134, which is the last tab.
So you see there’s — and you're not on this enfalrg to be fair to you, but I'm
going to ask you some questions about whether thesiers were raised with you.
You see the email from Ron to Geoff on that fromge, the one that starts “My
understanding”?---Privilege. Yes.

Now, if we go to the — have you read that emai¥es.

If I could take you to the response of Mr Parketthup— further up the page, you see
that he says:

I've checked previously on what we pay under tbenario, as it was a method
voiced by Jim and Phillip at one of our earlier Ibdaneetings, for removing
people without redundancy.

?---Privilege. Yes.

Could you — do you have a recollection of what thas that was being discussed at
the board meeting?---Privilege. Yes.

And what was that?---Privilege. There were — thvegee — | know it was a very
small group of employees that had been on suithidies because of work injuries
that had reached that point where, | think, theyeve retirement age and they were
— it was unlikely that they were going to be alol@dturn to their normal duties, and
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they were getting legal advice as to whether the/th pay the redundancy, or they
— they could ask them to retire.

And did you get the advice that indicated thataiswot viable, and — the option was
not viable, and redundancies would need to be paRfilege. My understanding
is that the legal advice was that if they were Uma&b return to their normal duties,
then they didn’t have to pay redundancy becauspdkgion wasn’'t redundant.

But what was the actually specific advice receiwvecklation to the employees being
considered?---Privilege. My understanding is tbeyld terminate them, because
they couldn’t perform their duties.

And were they terminated, to your understanding?ivege. |1 — 1 don’t recall.

And was it a regular concern of the managementro€iBTextiles to find ways of
removing people from the workforce without haviogpty redundancy
entittements?---Privilege. No. This — this — thecific issue came out of a oc
health and safety report that had been tabledetbdiard where they had | think —
and | think | think it was only two or three empé®s where there was an issue, and
it was highly unlikely they were going to returntteeir normal duties. So they were
just addressing that. It was a minor issue.

Do you see that — through paragraphs — in the gardgraph it says “Peter”. Who's
Peter?---Privilege. | — I -1 believe Peter waes thill manager.

| see:
Peter believes, however, that we have no one iteahfs criteria.

Do you see that?---Privilege. Yes. That's whatelan. It was a minor issue. |
mean, | think they were saying that it didn’t —ithis simply was brought up in
relation to oc health and safety, not — not stadiuction.

But — so in respect of these people, the redundaneould have to be paid; is that
correct?---Privilege. No. It was really to do kvliow they managed these injured
workers. It — it was in that context.

Wasn't it in the context of removing people withoetiundancy? That's what the
email says?---Privilege. No, they had — they pedlpht were on suitable duties that
obviously hadn’t — had — well, it was unlikely thexere going to get back to a point
where they were working at their pre-injury dutéesl being productive, and they
wanted to manage them — | — | presume, out of tiseness, if they weren’t going to
get to that point.

Thank you. If | could ask you just to turn backat volume to 132?---Yes.
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Do you recall that ASIC annual review date minudkthe meeting of the board of
directors?---Privilege. | don’t recall this minuteseeing this minute. | — | presume
it was at the board meeting on 13 June, so it imaxgt been tabled there.

That’'s what it says. Do you recall, for the pug®ef section 347A of the
Corporations Act, forming the view that there arasonable grounds to believe that
the company would be able to pay its debts as drehwihey become due and
payable?---Privilege. | —look, I don’'t — | domé&call that specific document, but that
was the normal process, yes.

Do you recall that that resolution was passed neJduat the board meeting in June
2013, even if you don'’t - - -?---Privilege. | b®le it was, yes.

You believe it was. Okay. Thank you. And did yaave any ground to think that
that resolution was not correct?---Privilege. Md.the time the company was
profitable, had significant net assets, and théoolktwas positive.

Yes. No, you're absolutely right, Mr Castrisosbsalutely right. If | could ask you
please to turn to tab 90 in volume 2, and jusipies the process up if | could ask
you to turn to the sort of — Mr Johnson'’s finanepart, 226 in the top right-hand
corner?---Yes.

If I could ask you to read that group restructueading to yourself?---Yes. I've read
it.

And the dot point just above Group Restructure :says

As a direct result of the above, cash flow andréseiltant borrowing facility
become tighter, however remain within operatioregmeters. Very careful
management within this area remains essential.

Do you see that?---Privilege. Yes.

So my first question is: this is the first mentimiother related entities taking a
second ranking charge over Bruck Textiles. What tha benefit to Bruck Textiles
of those charges?---Privilege. Sorry, | don’t eéere it says about the charge.

I’'m sorry. | will refer you to that bit — sorryyes. Sorry, the last dot
point?---Privilege. My understanding was thatheit {point this is where Phillip Bart
mentioned that he was going to provide funding whezeded.

And he would be taking the charge, would he?--ilége. Yes. That's my
understanding.

Okay. And that's what it means when certain ottnpanies, being the Tolric
Group, taking out a second charge over Bruck TeXtdchnologies
means?---Privilege. That was my understanding, yes.
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Yes. Okay. And if cash flow is tighter, why isu8k Textiles still paying cash
dividends up the stream at this point in time?4vifge. | don’t — | don't recall

what dividends were paid at this — at this poiat,the cash flow as | recall was tight
for certain periods, and Phillip had indicated thatwvould fund the business as
required, but the forecast going forward indicateat it was going to be profitable
and cash flow positive.

| see. But this funding would not have been reglif the earlier capital reductions
had not been made; is that correct?---PrivileDleey — they — those capital
reductions didn’t — there was no cash involved, gon’t think it would have made a
difference.

Thank you. Why is there further talk of restruatgrin this context, as late as
November 2013, if it just refers to an old planRrivilege. | think this is — this
document really was just to give an update to thedh

| see. | see. If | can ask you to turn to tab@éase?---Yes.

That’'s an email from Mr Bart to you; is that cara--Privilege. Yes.

So some information was coming to you in DecemBdi32 is that right?---
Privilege. Yes. This is the last email | got. rfeat.

The last email you got. And this is in responsally, to a request from you about
information about buying more products from Brud&;that correct?--- Privilege.
They — Phillip had been speaking to me about saeéthgy could supply some of
our clients, to build that work wear business.

Now if you see, in the email being sent to you,dtedement is made by Mr Bart:

Headcounts are coming down not quite fast enoughwie should be on track
by February, and there are some massive —

sorry, | apologise —

there are some projects underway that will masgivdluence both overhead
costs as well as labour.

?--- Privilege. Yes.

What are the projects under way that will massivedlpence labour?--- Privilege. |
— | =l understood that to be in relation to — /K coming into the mill.

But that's something that had been discussed foedome, isn't it?--- Privilege.
Yes.

And he separately discussed further, in the emyail,will see:
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The total integration of AWM production at Wangaaas now finalised and is
bedding down nicely.

You see that, don’t you?--- Privilege. Yes.

So what are the massive projects — can’t be AWMatre the projects underway
that will massively influence overhead costs artbla?--- Privilege. | — | don’t
recall what he was talking about, and | didn’t havenversation specifically about
this email.

Never asked?--- Privilege. No. | didn’'t speakim after this.
Till April?--- Privilege. No.

Have you discussed with Mr Bart the evidence yogboig to be giving today?---
Privilege. No.

Did you discuss the evidence that either of youhinggve once you found out that
you would be required in court?---Privilege. No.

Thank you. So you don’t know — you would accepiptein’t you, that he can’t have
been referring to AWM, because that had already beelded down?--- Privilege. |
— my recollection, it hadn’t been bedded down,-bbtt | don’'t know what he was
referring to.

Right. So the total integration — sorry, had bealised:
The total integration of AWM production at Wanga&aas now finalised —
You see that?---Privilege. Yes.

So you accept that earlier he can’t be referrinfigghat one had already been
finalised, can’t be referring to some projects undg that will massively influence
labour. That's correct, isn't it?---Privilege —llook, | don’t — I don’t know what he
was talking about in that email.

Did that email make you nervous?---Privilege. Neéhought there — | thought — |
thought there were a lot of positives, and he vaspli with the way that everything
was progressing.

Don't you think, as a director, when you receivesamail that says some projects are
underway that will massively influence costs argbla that you might want to know
a bit more about them?---Privilege. Look, thereswa doubt there were issues
discussed at November board meeting. | just decall them. So | — | didn't read
this thinking that there were a lot of unansweredggions.
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But you don’t know what he was referring to eitheiPrivilege. | can't recall what
he was referring to, no.

So you may have known what he was referring tbatitme you received this
email?---Privilege. 1 just don'’t recall.

Okay. But this is one of the most recent intetadiyou’ve had. Why are you
having difficulty recalling that one?---Privilegdt’s over two years ago. | just — |
don’t recall what projects were discussed, butelvesis no doubt after that
November board meeting that | felt that the progtesy were making and the
restructuring they were undertaking was a positvéhe business.

And that’s the restructuring we discussed earlieen® you understood that one way
or another Mr Bart will continue to be involvedtire business somehow; is that
correct?---Privilege. Is that — you're talking ab@a meeting | had with him in April
20147

Yes. But did you think that at the end of Novemloejust in April?---Privilege.
The context of that discussion was solely arouad April/May - - -

I understand. Thank you. That's helpful. Thaoky At this point of time when
you read this, is it true that your understandirag \Bruck Textiles in its current form
was going well?---Privilege. Yes.

Yes. Thank you. If I could ask you to turn to i in volume 3?---Yes.

Now, you have not signed this resolution. Do yecall it being given to you for
signing? Sorry. | withdraw that. The copy we éawes not have your signature on
it. Do you recall signing this document?---Prigiée No.

Do you recall seeing this document?---Privilegea. N

Would you mind just reading it to yourself, pleasd¥e read it.

So when | said to you earlier if liquidity is tightcash flow is tight, why are we still
paying dividends at this time, you will see thdrattthere’s an unfranked dividend of

723,000 to be paid on 20 December 2013 to Brucki@?e-Privilege. Correct.

Were you aware of this dividend being paid?---Rege. I'm — I'm aware that it was
proposed, yes.

Did you ever approve it?---Privilege. | — as | ergtand it, it was subject to approval
from GE. And the dividend capital reduction waseggl by the board subject to
approval.

Okay. So are you saying that the $723,000 to k@a20 December 2013
instantly, as it turns out — if you see the dat¢hefresolution, it's 20 December '13,
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down the bottom. And it says that a total unfrahdevidend — a nice Christmas
present — of $723,000 be paid on 20 December 20BBuck Group Proprietary
Limited, the sole shareholder of the company. Do see that?---Privilege. Yes.

Did you agree to that?---Privilege. Subject to &fproval, yes, it was agreed.

Okay. So if you haven't signed this document, whighyou agree to
that?---Privilege. | believe it was agreed in Noper 2013.

At the board meeting, you say?---Privilege. Yes.

So if liquidity is tight, what's the justificatiofor $723,000 going up to Bruck
Group?---Privilege. There was no cash transfer.

A total unfranked dividend, how was it going upP+ivilege. It was going to be in
the form of a loan, as | understand it.

How was that loan documented?---Privilege. | k]daan’t answer it, because it
was done after November. But, as | understantviias just going to be in the loan
account. There was no cash transferred.

Once again, what's the benefit to Bruck Textileth&t point in its transition of
paying a $723,000 dividend to Bruck Group Proprietamited?---Privilege. It — it
was, again, coming out of that restructure, anehg in the context of there was the
transfer of — of net assets to Bruck — sorry, fidmck Textiles to Bruck — sorry,
from Bruck Textile Technologies, because it hadhgea its name, to Bruck
Textiles, and then the dividend and the capitalicédn were part of the restructure
of the capital.

So a capital reduction payment also of eight paimost two million had been made
to Bruck Group on that same day. Do you see thaies.

So $9 million goes out of Bruck Textiles; is tfat to say?---Privilege. Yes.

So all I'm really asking, again — we keep talkirmgpat restructure, but what is the
benefit to Bruck Textiles of $9 million going outtibin December
2013?---Privilege. It — it — again, it had to diahathe capital restructure that — that
was proposed by the shareholder.

By Mr Bart?---Privilege. Correct.

And at what point — did you at any point considére’s proposing a restructure, but
did you at any point ask yourself what is the berefBruck Textiles for
this?---Privilege. Yes. And | saw it in the caxitef the group restructure and the
benefits to the business as a whole.
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So how does — please explain to me, how does Bragkles get anything close to
$9 million worth of benefit from the group restrum?---Privilege. | don'’t believe it
was looked at that way, because that — that wasoptre — a loan in the capital
structure with each of the business units. Andotbreefit really was — was with the
complete restructure occurring that manufacturing/angaratta would be bolstered
by the — the AWM move.

So would accept with me that there’s — would yocept that over the last — over the
previous two and a half years very large sums aiegon terms of dividends and
capital restructures had gone out of Bruck Textildmat's correct, isn’t
it?---Privilege. There was obviously a capitakmesture but no cash left to group.

| see. But | said dividends and capital reductiohkat’s correct, isn’t
it?---Privilege. Correct. But those dividends @@t paid, is my recollection.

So what happened to them?---Privilege. | — | —wouwld have to check with the
CFO, but | understand they were sitting in minecacds.

Yes. So they were paid in cash, were they?---legei No, they weren’t paid in
cash. That's my point.

Yes. Yes. And you say that it was never consilén@m the perspective — and any
of these capital reductions or dividend paymentgtthe benefit directly would be

to Bruck Textiles by these transactions?---Priwaleyes, | — it was, but it was seen
in the overall context of the group restructure.

Okay. So what is the identifiable benefit to Bruakxtiles?---Privilege. That — that
they would end up with more volume on that sit®Mangaratta, which was
important to them.

| see. So did anyone undertake the inquiry of iwrethat more volume would
equate to the millions of millions of millions obliars that had gone
out?---Privilege. That — that — those — thosesaations were — were, and I've
mentioned it before, that they were — they wereedorfacilitate the capital
restructure across the other business units.

No, | understand that you say that. Facilitatatehpestructure among other
business units. But other business units mearms odmpanies, doesn’t
it?---Privilege. Correct.

So as a director of Bruck Textiles, what benefis\Bauck Textiles getting from
these capital reductions and dividends going otui?ef-Privilege. So that — those
reductions were requested by the members of Breekil€s to facilitate the
reduction in the capital to align it with the siziethat business.

So the fair answer is, isn't it, sir, that you didtonsider the actual monetary or
other benefit that would be coming back to Brucktifes. You just thought,
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understandably, that it was fair that this was gbimg Mr Bart wanted, so it's
something that made sense in the context to agthet@--Privilege. My
understanding is that we went through those thog&pin that resolution, that it was
fair and reasonable with the company membersdindi materially prejudice the
company’s ability to pay its creditors, and it ppeoved by the members.

Okay. So explain to me what your thinking washattime as to why it was fair and
reasonable to the company’s members as a whost.oda reason will
do?---Privilege. Because the members wanted ghigatavithin that entity reduced
because the business was smaller.

So that’'s what Mr Bart wanted. Is that correcPrvilege. As the ultimate
shareholder, yes.

So that’s the reason. As | said earlier. Whensayyou went through those three
things, the reason is because Mr Bart wantednt.nbt saying there’s anything
wrong with that, but the reason is because Mr ®artted it?---Privilege. In the
context of that question, yes.

Yes. Okay. Inthe context of the second questtalges not materially prejudice
the company’s ability to pay its creditors, whatswiae reasoning underpinning
that?---Privilege. The — there was cash flow fastg and a clear indication from
Philip Bart that if there was a requirement for &ingnce that he would provide it,
and also these — these — these — this restructdigimif — didn’t result in any cash
leaving the group.

| see. Sois a fair summary then that you agredki$ resolution on the basis that
Mr Bart wanted it for the benefit of the group ahdt you didn’t have cash flow
concerns because of the forecast and because Bais undertaking to provide

MR HEDGE: Registrar, could my friend ask a questiather than put a
proposition to — because | do think Mr Castrisos éwaswered his view. Ask him
what he’s thought of course but rather than ptat itim what he’s putting.

MR KULEVSKI: | said is it fair to say. That’s@uestion.
THE REGISTRAR: 1 will allow the question.

MR KULEVSKI: So is it fair to say that you agretadthis resolution on the basis
that it's what Mr Bart wanted for the capital restiure of the business and because
you understood from cash flow projections and MrtBaindertaking that he would
continue to fund the business, that it wouldn’temmdine the company’s ability to
pay its creditors?---Privilege. Yes. He — thatsrect.

Thank you. Do you have any idea also — finallytloat — why, yet again, this is
another backdated document is agreed and appratteeffect from the T —
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backdated obligation | apologise with effect fror®dtober 20137---Privilege. No.
I mean, | didn’t sign the - - -

Yes. So - - -?--- - - - resolution. | — | candmment.

- - - it can’t have really been at the Novemberrdoaeeting. Is that
correct?---Privilege. The — the — so my understand that in June, they agreed to
set up the new sales and marketing division.

| see?---As at 1 October. And then they were geitigey were just waiting on GE
Capital approval.

Thank you. So if your earlier answer about theewabout a company secretary
coming in and tidying up the documents can’'t baugate, can it, if these backdated
obligations and circulating resolutions continued¢cur months and months later.
That'’s correct, isn’t it?---Privilege. No, thati®t correct because | was answering
the question in regard to the — to the other reégols that you asked me about. The
— 1 =1 can’t comment on this one.

Okay. Thank you. | don’t — excuse me a momeht.cduld just finally take you to
tab 112 please, Mr Castrisos? Sorry, this is ¢eersd last document | will take you
to. This is the exchange between you and Mr Bastiawhether you should stay on.
You see that?---Yes.

You see that Mr Bart says:
Jim, could we hold off for a couple of days? jlust swamped at the moment.
I'd like to propose to timetable covering the nextek or two that you could

assist in the assessment of the various balancs strategies and then resign.

Do you know what those balance sheet strategi®&sR4lege. No, because as | — as
I understood it, he was — he was getting advicethatwould cover those issues.

And then you see your response:

Hi, Phillip. I'm sorry but | can’t agree to staynahe board.
Did you actually provide an explanation to him af de understand
why?---Privilege. | didn’'t speak to him. But thabut — but that response was
because | — | had believed that we had agreed ldvesign after the - - -
Yes?--- - - - meeting in — in April.
| understand. And you weren't prepared to comhettime to the strategies that

were being pursued over the next month? Or sbapologise. | withdraw. There
was no point you thought in staying around for &kver two if the strategies were

going to take some months to implement. Is tigit#---Privilege. 1 —1think | gave
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my explanation before that | had agreed so thegenegoint me staying on for two
to three weeks. | clearly hadn’t been involvedeastvely leading up to this and |
did believe it was going to take more than two veeek

Thank you. And if | finally take you to tab 122/0u see that’s the email where Mr
Bart sends you the final draft of the BRI Ferrigport?---Privilege. Yes.

Your response is:

I've had a read of the report and it seems pre#fjrdtive on the possibility of
recovery actions. | couldn’t see anything to fah# logic.

You were viewing that report through the prism, @gou not, of whether anybody
would be able to chase Mr Bart for any of the temmtisns that had been undertaken.
Is that correct?---Privilege. | — | —the — it'symecollection of the report it was — it
was covering the possibility of recoveries in -amextensive way and | just read it
in, I guess, with knowledge of the transaction$ tdwaurred while | was a director so
| just commented on it and — and that's my thoughts

| see. Why were you particular focused on thevegpactions as opposed to the
strategy for the future being therein outlined?ecBuse | — | — privilege. Because |
didn’t want to be in a position where — that was decision as a director. | was no
longer a director and | didn’t want to commentbn i

Thank you. | understand. And when you said tlaeeea couple of issues that may
be worth considering, do you recall what they wer&?ivilege. | think it was just
to do with the transfer pricing that — that the ofasturing business was charging
the — either businesses. Just that they were mnaakee.

And you didn’t think that they were in the report-o -?---Privilege. No. | just—1
just know that the standard costs when it was bipit sometimes, you know, they —
they wouldn’t necessarily go out and compare thabarket prices but generally it
was thought because manufacturing is — is expemsisestralia, that — that there
was no issue there.

Thank you very much. Just excuse me a momentsRaqgi | have no further
questions for this witness for now. Thank you, Begr. Thank you, Mr
Castrisos?---Thank you.

THE REGISTRAR: All right. Mr Hedge, anything sing?

MR HEDGE: No re-examination, Registrar. Thank.yo

THE REGISTRAR: Are we just adjourning general, - - -

MR KULEVSKI: Yes, please, Registrar.
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THE REGISTRAR: All right. Mr Castrisos, you'reimmons is adjourned
generally which means that it has a life of six then In that time at a mutually
convenient time, you may be required to returnofogoing examination but for the
time being, you're free to go. You're excused?xaiik you.

All right. Thank you.

<THE WITNESSWITHDREW [3.41 pm]
THE REGISTRAR: Mr Kulevski, in the last half aour that we have, do you wish
to proceed with Mr Johnson?

MR KULEVSKI: Yes. Ithink it's worth at leastatting just - - -

THE REGISTRAR: Yes.

MR KULEVSKI: - - -to save him some time .....

MR HEDGE: Excuse, Registrar. Thank you.

THE REGISTRAR: Thank you, Mr Hedge. You're exeds

MR KULEVSKI: Thank you.

THE REGISTRAR: Thank you.

MR KULEVSKI: Registrar, if | call Mr Johnson plsa?

THE REGISTRAR: Yes.

MR KULEVSKI: Mr Ronald Johnson.

THE REGISTRAR: Is Mr Johnson represented by aygaywdo you know, Mr - - -
MR KULEVSKI: Mr Cook I think is being good enougb appear.

THE REGISTRAR: Yes.

MR COOK: Registrar, my name is Cook and I'm insted by Polczynski Lawyers
to appear on behalf of Mr Johnson - - -

THE REGISTRAR: Yes, Mr Cook.

MR COOK: - - - atthe hearing. Whilst Mr Johngdstbeing called, Registrar, may
| raise a matter with you? I notice that your diren for the last witness during
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lunch was to give a direction not to communicatthhe witness’s solicitors during
the lunch break.

THE REGISTRAR: No, not to discuss his evidencelst | said.
MR COOK: Yes, discuss his evidence.
THE REGISTRAR: Yes.

MR COOK: I'm just concerned that if you make teatme direction in this matter,
the next date that | understand that this mattduésto be heard is 22 March which
is well over a month away from now.

THE REGISTRAR: Yes.

MR COOK: Mr Kulevski did warn me today that altlgh he expected to start at
lunch time today, that he wouldn’t be able to finigith this witness because a
bundle still has to be prepared. | just query Whethere’s any utility in using the
last half hour and a question of fairness for Minkon where if you make that
direction, it effectively means that both my insting solicitor and myself would
have to be very careful about what we say to Mndoh and it puts him in a
somewhat difficult position if he wants to seek i@dvbetween now and the date.
Now, | don’t for one minute suggest we waste ctiore and half an hour is still half
hour but knowing the formalities that are goingytothrough and the warnings and
all the rest, we're not really going to get mucheiout of this witness today. So, |
mean, | suppose in the first instance and | havarsed it with the Kulevski is what
his attitude is to that concern and perhaps findadwat he wants to do today.

THE REGISTRAR: Mr Kulevski, do you want to getnse instructions and - - -
MR KULEVSKI: | will just take some instructionRegistrar.
THE REGISTRAR: Shall | go off the bench for a fevinutes?

MR KULEVSKI: No, no, no. One minute ..... Regas, my submission is that the
amount of time between the examination beginnirdya@mcluding makes no
difference to the order you should make, whethgiitunch break, one day, a week,
a month or a year — or sorry, five months, witnesgen’t meant to discuss the
content of their evidence with their solicitors.

THE REGISTRAR: You have no difficulty for Mr Jobon to discuss with his
solicitor or for Mr Cook generally so long as itist to do with the evidence, isn’t it?

MR KULEVSKI: Well, it's — | have no difficulty wih Mr Cook and his instructing
solicitors discussing with Mr Johnson things tlinetyt are ethically permitted to
discuss with him in the break.
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MR COOK: Well, that leaves me in some uncertaagyo what that means as to
“ethically”. The reality is, Registrar, that | agr with a limited brief, and that is to
represent Mr Johnson in these examinations. Thetloimg we will discuss is the
very matter that your direction would prohibit, ahdt is the evidence that he might
give in these proceedings and how he should expestions to be put to him and
how to deal with his evidence in the proceeding.

So the very reason that | raise this point is tiat we're going to have here is
preliminary questions asked of this witness, amah ttmy solicitor and | and then the
— are under an embargo for over a month to spealrtalient about this very
examination, which seems to be unnecessarily bsaiea to him, in circumstances
where we have been briefed on the basis that wegttidhat this matter was going
to start at least by lunchtime, if not earlier, dnere was some purpose in us being
here today.

And | don’t criticise Mr Kulevski for this, but thiealf hour — 2 o’clock has turned
out to be two and a bit — more or less two hourd,-ayou know, with this, then half
an hour, an hour to go. It seems to me unfair taddhnson to put him in a position
where for the next six weeks he can't really spedhis solicitors and seek advice
about his evidence in these proceedings.

THE REGISTRAR: Well, assuming that it startedtoa 12" of — sorry, on 22
March, which is the next court date, as | undesignf Mr Johnson didn’t finish his
evidence by that date, within that day, he willntliave to come back on the next
court day, which is 5 April - - -

MR COOK: And | accept in those — but this apglima is predicated on the basis
that we’ve got less than hour an hour of court tihreg would be lost if he were not
called today, whereas obviously in any examinaiveire going to have a full day. |
wouldn’t be expecting you not to proceed, becausase could never proceed that
way. But if my learned friend insists on it, ittpuny client in a situation where
we’re not going to be able to talk to him for oger weeks.

THE REGISTRAR: Well, I think you can. You juseasupposed to do so in a way
which doesn’t breach any ethical boundaries - - -

MR KULEVSKI: Yes.
THE REGISTRAR: - - - is the way Mr Kulevski puts

MR KULEVSKI: Yes. And, your Honour, there’'s nd’s sorry, Registrar.
There’s absolutely no distinction between the amof@itime. My friend was to —
and he says we have started little bit late, arsldw@rect. In advance of today, my
friend was to give him advice about all the thihgswas to expect in the
examination and the nature of the questions thaldvioe asked.
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Now, once we’'ve commenced the examination, it doesatter when it starts and
when it's due to conclude; he would never be &blgive his client advice or to
speak about the nature of the evidence in any ev@nieven if there’s a short break,
a long break, an overnight break, a lunchtime hrdeskconversation he wants to
have he could never have anyway, and if we doait sbday what’s the benefit of
speaking to the client over the break anyway whenethas been no evidence
commenced, only to tell him the things he shoukkehald him in advance to today,
which is “This is the procedure that will be undang and this how it's going to go.”

So | don't really understand the nature of the i@pjpbn in the sense that a certain
amount of time puts some sort of difficulty on bient. In essence, his application
is if there was only a day or a lunch break, “@ls,totally acceptable not to speak to
him to discuss the evidence” but if it's a longeripd of time it's somehow onerous
that he’s not allowed to discuss the evidence wigtclient. | don’t understand the
basis of the application.

MR COOK: Let me make it clear so — in case ldméwalready, Registrar. The
direction that you made is one that is ordinarilgd® when a witness is under cross-
examination. Strictly speaking, the witness isunader cross-examination, and this
is public examination. This — the analogies ofreieation-in-chief and cross-
examination - - -

THE REGISTRAR: Yes.

MR COOK: - - - are not applicable. | hadn’t m&id that really been made before
and | noticed that you made it and that suggestsetthat — now, as my learned
friend would be well aware of, courts are very degnt of the difficulties that that
really gives to the legal advisors and in circumeé&s where, for example, a witness
is going to be under cross-examination overnigltitges often say, “Well, let’s
rather start the cross-examination tomorrow mornifgere’s only 10 minutes of
court time”, realising the impediment it createstfte lawyers.

In those circumstances, mindful of the little tithat we have, | raised it with you as
a matter of some concern. My learned friend iseguicorrect to say that there
would be no entitlement to discuss the evidencettimwitness might give. He'’s
asked and can be asked about any of the examiathbies of the company. So take
a very simple thing; he comes and asks me, “Sangetiappened in the company
on a particular day. What do you think my expossir@s a result of my involvement
in something that happened on a particular day?”

That is something — | don’t know. My learned fidemasn’t told me what he’s going
to ask him; would be part of his evidence thaslgging to give. If the — my

learned friend says, well, as long as | don't etlycdiscuss anything — or breach any
ethical matter, doesn’t assist me in understandingther or not the direction is
going to prevent me from giving advice on somettilmag could be included in the
examinable affairs of the company. I’'m not trybogsuggest that there’'s some
principle that the time between the two period®lsvant. It's just, in the
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circumstances where we’ve got 20 minutes beforetas, do we really need to start
now, or can it stop?

THE REGISTRAR: Well, | suppose one factor them,@bok, that Mr Johnson has
been here the whole day. | mean, basically in gobmission | take it he doesn’t
feel aggrieved or prejudiced that he has beennggitie whole day, and will not
give his evidence beyond — further today, basically

MR COOK: Well, it is regrettable that we - - -
MR KULEVSKI: We did say after lunch.

MR COOK: We have been — well, we received nddiiien yesterday, | understand,
that it would be only after lunch. It's regrettalthat the costs of counsel and the
solicitors sitting here all day have been incurtad, that's not through any fault of
Mr Johnson.

THE REGISTRAR: No, but the point is — again,ottes back to what Mr Kulevski
said. If — let's say we start at — let's say wendli start today, and time is ticking
away now, with further legal argument, but assumvegstarted on the next court
date — which is 22 March — let’'s assume for the mnMr Johnson gives evidence
— he’s scheduled to continue on that day, isn't\irekulevski?

MR KULEVSKI: Yes. And, Registrar, | would like tpoint out that this summons
was served in July last year, so any — all theares$for the summons are in the
summons, so if my friend wanted to give him anyieghabout questions about
what'’s really in the examinable affairs of the camyp, they’'ve had eight months to
get ready for this. | — | just don’t understandywhe can’t at least get some
guestions out in the next 25 minutes. It makedifference to my friend’s position.
He can’t discuss things you're never allowed t@udss anyway.

THE REGISTRAR: Well, | mean, what | was tryingday as well was assuming
that Mr Johnson started his evidence on 22 Manmuth h& does that — he doesn’t
finish on 22 March, for whatever reason, how longydu anticipate the examination
would go for in any event, Mr Kulevski?

MR KULEVSKI: Hopefully a day, or slightly more déim a day.

THE REGISTRAR: So you think it may even go inteexond day?

MR KULEVSKI: It may.

THE REGISTRAR: So assuming that that happens nie@ans the next - - -

MR KULEVSKI: That depends entirely, | should daggistrar, on the witness’
recollection of the financial reports and documehé he authored.

.NSD619/2015 16.2.16 P-85
©Commonwealth of Australia MR KULEVSKI
Henry Davis York (NSW)



10

15

20

25

30

35

40

45

THE REGISTRAR: But potentially it does go inteecond day. That means that it
goes over to 5 April, so the embargo — as Mr Cadérs to it — if | was to direct that
he not discuss that evidence, would apply in thervening period, wouldn't it?

MR KULEVSKI: Yes. There’s no practical contentthe embargo, Registrar.
You're not allowed to ever discuss the witnesstewnice while he’s in the middle of
giving it. This — the direction you make is, in myperience, a standard direction
made in all — in fact, | imagine — with no disrespe you're working off the bench
bible that every registrar uses, in the senseythatcan’'t discuss the examination —
your evidence in the intervening period.

MR COOK: I'm not sure | agree with my learnecfrd about what you can and
can't discuss, but there might be a practical wayiad it. I've received a note from
my solicitor to say that all my learned friend watd today confer about with — or to
examine this witness about is his income and patdares. If that matter is
quarantined to that, then the embargo doesn’t cance at that ..... Extent, but
what has just fallen from my learned friend is tefie¢ctively the embargo will now
operate from today until, it seems, to 5 April.

THE REGISTRAR: Well, until Mr - - -

MR COOK: ..... He finishes, which - - -

THE REGISTRAR: - - - Johnson finishes his exartiora

MR COOK: Yes.

THE REGISTRAR: Assuming it goes that far.

MR COOK: Yes.

THE REGISTRAR: If it doesn’t go that far, welt,doesn’t. But, Mr Kulevski, is
there any way we can expedite the process and a&tewhat’s left of the court
time? | mean, are you able to get instructionsiaboding whatever examination

you're dealing with in the next 20 minutes?

MR KULEVSKI: Obviously something has been passethout my knowledge, to
Mr Cook. So | don’'t know what is, so - - -

THE REGISTRAR: | think what | want to do, gentlem is I'm going to — as | said
five minutes ago — go off the bench and see ifglbuan discuss - - -

MR KULEVSKI: Thank you.

THE REGISTRAR: - - - this between yourselves, aed if you can work
something out.
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MR KULEVSKI: Thank you.

THE REGISTRAR: So | will temporarily adjourn.

ADJOURNED [3.53 pm]

RESUMED [3.59 pm]

MR KULEVSKI: Registrar, the agreement - - -

THE REGISTRAR: Yes, Kulevski.

MR KULEVSKI: I'm grateful to my learned friendnd to you, Registrar, for the
indulgence. The agreement I've come to with myred friend is that he is not
permitted, subject to any objection he has in # 20 minutes — 15 minutes — is
not permitted to discuss with the witness anythivad’s covered today. But
anything that's not reached today he’s free toudisc

THE REGISTRAR: Mr Cook?

MR COOK: I'm happy with that.

THE REGISTRAR: All right. Let’s proceed with wtsleft of the day.

MR KULEVSKI: Thank you.

THE REGISTRAR: Mr Johnson, come forward, please.

MR KULEVSKI: Yes. Registrar, perhaps if my satics could take away — to
leave some room for Mr Johnson'’s folders.

THE REGISTRAR: Yes. Just return to you whated@ruments were looked at by

the previous examinee.

<RONALD GEORGE JOHNSON, SWORN [4.00 pm]

THE REGISTRAR: Yes, have a seat, sir. Now, aressentially won’t be more
than a quarter of an hour, Mr Johnson, but | widitjget you to state your full
name?---Ronald George Johnson.

Your occupation?---Chartered accountant.
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And your residential address?---100 Braeside Sine@tahroonga, New South
Wales.

Right. Thank you. Mr Johnson, you're represemteldy by Mr Cook of counsel, as
| understand it. You're here pursuant to a sumntbashas been issued under
section 596A of the Corporations Act, and you nalddave had this explained to
you, but | will just reiterate it. If you think & there’s any answer that you give
that’s going to either incriminate you or make Yaible for a civil penalty, then you
need to say the word “privilege” before you go orahswer the question. No doubt
if there is any issue that is to be objected toQdok will no doubt raise that with
me. But other than that | think we better proceed®s.

Yes. Mr Kulevski.

MR KULEVSKI: Thank you, Registrar.

<EXAMINATION BY MR KULEVSKI| [4.01 pm]

MR KULEVSKI: Mr Johnson, what is your current &eGood question. 62.
Sorry, what is your age? 62?---Almost 62, yes.
And what is your present occupation?---Charteredaatant.

And where are you employed?---I'm a contractor wth Bruck Group of
companies.

| see. And how long have you been a contractdr thié Bruck Group of
companies?---Since early 2009.

And what, if any — | assume from a chartered actamin- what, if any, were your
university qualifications?---1 have a legal bacme@dbcommerce and a bachelor of
accounting.

Where from?---From the University of the Witwatewsd in Johannesburg.

That was my guess. But | thought | would let yoswer it.

MR COOK: Sorry, your Honour, could | — can | jusmind the witness to claim
privilege and ensure — | think he has forgotteradly your Honour’s direction.

MR KULEVSKI: 1think he’s happy just proceeding ke is, Registrar.
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THE REGISTRAR: Well, Mr Johnson, you’re on notedgout that, so — but from
what I've heard so far, | don’t think there’s anwidpincriminating about going to a
particular university, but who knows.

MR COOK: Well, the university he named, your Hand’m not so sure about
that.

THE REGISTRAR: Yes. Allright. Yes.

MR KULEVSKI: And what were your — what employmérave you had from the
time of leaving university until Bruck?---Privilegé¥es. A lot. Do you want me to
go through everything or just the last few years?

Well, what was the most recent one prior to Bruelhat was — | did — | had a
banking franchise for, | think, about three anchH pears.

Which bank?---Bank — Bank of Queensland.

And before that?---Before that | was the CEO obmpany called InfoChoice. It's a
small listed company on the ASX.

Had you ever had a role as a CFO in any compaNG:-— well, | mean, | — |
suppose back in South Africa | looked after thafices of a group of companies for
a while and then became the CEO.

| see. And had you ever worked in either an auditd you ever work in an audit
capacity in an accounting firm?---Privilege. Y®&go accounting firms, Arthur
Andersen, where | did my articles, and Alex, Aitkeard Carter. | split my articles.

Now, have you ever taken any courses — sorry. Btauesver been a — | withdraw
that. | apologise. You were a company officeBaick, were you not?---Privilege.
Yes, | was company secretary of a few companidéisarBruck Group.

And was the company in liquidation, Bruck Textileag of them?---Privilege. Yes.
You're also the CFO of Bruck Textiles. Is thatremt?---Privilege. Yes.

And had you ever taken any courses either duriisgoeriod of employment or prior
relating to your obligations as a company officePxvilege. | didn’t feel the need
to take any courses, now.

No, but you haven’t?---No.

And were you responsible for producing any docuseatsuant to the orders for

production in these proceedings?---Privilege. Yegs asked to, obviously,
produce financial — financially related documents.
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And who asked you to do that?---Privilege. I'm nexdlly sure | understand the
guestion. Who asked me to do what, sorry, spadiyie

Sorry. So did you receive any order to produceudwnts in these
proceedings?---Privilege. Yes. |received an otd@roduce certain documents,
yes.

Yes. And were you responsible for collating thdeeuments?---Privilege. Yes, |
was.

Did you have any assistance?---Privilege. Yeseamjust the accountant giving me
certain financial information. Other than thapult it together myself.

And that's the accountant — which accountant, lomg?---Privilege. Penelope
Rogers. 1think she just — she has access toamauating system and just ran out a
couple of reports.

And is she your — is she the in-house accountaBtuatk Group?---Privilege. Yes.

And what's the company?---Privilege. She lookeradit the moment Australian
Textile Mills and Bruck Textiles.

Now, when did you join any of — when did you begisorry. | withdraw that.
When did you commence work with any of the Bruck@r of
companies?---Privilege. When did | commence wsokry?

Yes?---1 don’t understand the question. You mehamdid | start with them?

Yes. When did you start working for any of the &Group of
companies?---Privilege. 2009.

The beginning or the end of 2009?---Privilege.oh'tl know, it was May/June, |
think, of 2009.

Yes. Thank you. And which company was that, do ngrall?---Privilege. | think
at that stage it was called Bruck Textiles, yes.

And what was your role when you commenced work?vHBge. | originally went
in as financial controller. They had a CFO at ¢haint. So | was financial
controller.

And did you negotiate your employment contractdaamce of
commencing?---Privilege. Well, | was asked to camand help out and — yes,
negotiated a contract. I've forgotten exactly wihet terms were, but, yes, we did.

Do you recall what your salary was?---Privilegehihk at that stage about 120,000,
| think, or thereabouts.

.NSD619/2015 16.2.16 P-90 R.G. JOHNSON XN
©Commonwealth of Australia MR KULEVSKI
Henry Davis York (NSW)



10

15

20

25

30

35

40

45

| see. And what's your current salary?---Privile@30 is the contract amount which
— per annum.

| see. And when you commenced work in 2009, yournenced as an employee,
didn’t you?---Privilege. | think originally | waan employee and then | contracted —
contracted out.

| see. When did you begin to contract out?---Istrhave been pretty much after |
joined. 1 think it was June/July, probably.

So you were only an employee, you say, for a montiwo?---Privilege. Correct,
yes.

And then what was the nature of the contractingti@hship with the company that
you formed?---Privilege. Basically the functiorfsadinancial controller, producing
reports, producing budgets, forecasts.

Who are the parties to the contract?---Privilegean't recall at that point. I'm not
sure.

You don’t recall who the parties were to your firsivho were the parties to — so,
have you subsequently negotiated further contraeBvilege. | think | signed a
new contract — when was it — some time in 20128y I think.

And who were the parties to that contract?---Oneurffamily companies.
Privilege. One of our family companies. And — @i\, | think, at this point, and
BT.

Yes. | see. And would you consider that you wioitktime in the current
role?---Privilege. Yes, | work mostly full timees.

Now, throughout your period with one of the BruckoGp of companies, have you
had an office at Rosebery?---Privilege. Yes. Walbinally | had a part-time
office. | was based — based down in Wangarattiaeamill.

| see. And so when did you move to — so you sdges that mean you had an office
at Rosebery and a part-time office at Wangaratfafivilege. No. | had a full-time
office at Wangaratta - - -

| see?--- - - - and a part-time office at Rosebery.
And when did you move full time to Rosebery?---Reige. | don't really recall. |
think when | moved into the CFO role | spent mangetup here, but | still go down

once or twice a month to the mill in Wangaratta.

| see. And you became the chief financial offieeemind the court —
when?---Privilege. I'm not 100 per cent surehihk it was some time towards —
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think it was some time in — some time 2012, | thillkn not sure when the original
CFO actually left the business.

And I'm sorry to be sort of descending to munddng,did you have an office at
Rosebery that said “Ronald Johnson, Chief Finar@fater”, or - - -?---Privilege.
No. Ijust had a desk.

In an open plan sort of set up?---No. It was ihwas sort of ..... Couple of walls
around it, but it was sort of almost open plan, yes

| see?---But it — | didn’t have my name on the door

No. But your title within the organisation was ehifinancial officer; is that
correct?---Privilege. That's correct, yes.

And were you the CFO for any other Bruck company?ivilege. No, it was just
Bruck — Bruck Textiles at that point.

| see. Did you have any role within the other Braompany at that
point?---Privilege. No.

| see. And so in 2013 and — so did you remaimapologise, | withdraw that. Did
you remain CFO until the time Bruck Textiles wemtbi liquidation?---Privilege.
That’s correct, yes.

And then how did — how did that role transitiorttie role you now
have?---Privilege. It's the same role, really.

| see. And how — with the fact — so the busineas sold before Bruck Textiles went
into liquidation; that's correct?---Privilege. 1®n what business are you talking
about?

The business of Bruck Textiles was sold to a rdlatgity the day before Bruck
- - -?---Privilege.

- - - Textiles went into liquidation?---That's myderstand, yes.

When you say that’s your understanding, were yoarawf that at the
time?---Privilege. Yes.

Yes. And did you change your employment relatigmétom Bruck Textiles to that
new — to the company to which the business had sale®---Privilege. Yes. I think
it — the new business just assumed all contracts.

| see?---One of those would be, obviously, my costtr
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And so that happened, obviously, before Bruck Textivent into liquidation; is that
correct?---Privilege. Yes. |think it was the dssfore, probably.

Yes?---Yes.

Okay. And so did your salary remain the same enttansition?---Privilege. Exactly
the same.

| see. And you said at that point it was — renthlmelcourt how much?---Privilege. |
think it was two hundred and — | think I'm on 23000 and have been for quite some
time.

| see. Mr Johnson, you've produced some tax returanswer to the order for
production; have you not?---Privilege. Yes.

If I could ask the court to — one for the 2013 yaar, one for the 2014 tax year. |
give a copy to my friend. If the witness could éavcopy, please. Thank you. If |
take you to the 2013 year, please, Mr Johnson. ,ldowou need a moment to
familiarise yourself with those documents?---Nd&knbw, more or less, the tax
returns.

Mr Johnson, you see there on page 2 of the 201&:taxn that you list your income
as being $20,500 a year; is that correct?---rxgél Yes.

And then you don't list any deductions, so thatghbtitle is 20,5007---Privilege.
Yes.

And if could take you to the 2014 year. The saigerés in that year?---Privilege.
Yes.

Now, with the — I'm just wondering that — with amcome of $230,000 a year from
Bruck, how it is that your tax returns disclose28 $00 income?---Privilege. Yes.
It's the contract that | have with the Bruck Comiearis with a family company, so
that's what effectively the family company pays rme¢d my accountant handles the
rest of the income.

So your — the family company deems the worth ofrygmuvices for the purposes of
the tax return as being 20,500 a year; is thakct?---Privilege. That's correct.
That’'s what | draw, and that’'s for my accountaBhe prepares all our tax returns.

| see. So a full time CFO position for the Bruakxiiles, for a man your age, is
worth $20,500 a yeatr, is it?---Privilege. No, thatot correct.

MR COOK: Object — sorry, | object to the questamtwo grounds. First, it
doesn’t appear to be relevant to the examinabéeraféf this company in liquidation
and secondly, it calls for this witness to giveogmion as to the value of work of a
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particular nature where he clearly doesn’t haveexpertise to express an opinion.
But | think the first objection is sufficient foné¢ question to be rejected with respect.

MR KULEVSKI: Well, Registrar, if | rephrase it ithis way if my friend is
concerned. | withdraw that. Will rephrase itlstway - - -

THE REGISTRAR: Yes.

MR KULEVSKI: - --my friend’s concerns will benawered. Mr Johnson, if you
were being paid $230,000 a year from Bruck for yole as a CFO, why is $20,500
recorded on your income tax returns?---Privilegalk to my accountant. That’s
what she — basically the way she accounts foA#.l said to you the — the income
goes into a family company. The contract is wifaraily company and Bruck and
has been for years.

But your responsible for your tax - - -?---And flaenily company produces tax
returns every year and | draw a certain amounbbtite family business and |
provide services to the family business.

So you're responsible for your tax returns as wall, just your accountant. Isn’t that
correct?---That’s correct.

So why is $20,500 recorded?

MR COOK: | object. Sorry - - -

THE WITNESS: Privilege. Because that's whatdwliout of the company.
MR COOK: 1 object. Thisis not - - -

THE REGISTRAR: Well, I think — | think - - -

MR COOK: - - - an examination of the tax - - -

THE REGISTRAR: - - - 1 think the question has he@swered.

MR COOK: And it's not an examination into my clits tax affairs.

THE REGISTRAR: Yes.

MR COOK: This is a liquidation examination. Itjet nothing to do with my
client’s private tax affairs, Registrar.

THE REGISTRAR: Mr Kulevski, how is this relevant?

MR KULEVSKI: Well, he says he’s been paid $23@@@m Bruck but | don’t see
any figures justifying - - -
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MR COOK: Well - - -

MR KULEVSKI: - - - that, your Honour.
MR COOK: So---

MR KULEVSKI: Registrar.

THE REGISTRAR: Well, Registrar, that’s the wite&ssevidence. It's a matter that
no doubt can be verified by company records bgtdss-examine the witness on the
basis that he doesn’t believe that he’s been p200P0 based on a tax return is not
a proper purpose for this examination at all arelrggve are asking this witness
matters that have nothing to do with the compangratk.

MR KULEVSKI: Well, firstly, Registrar, my friendaid that what was happening
here was cross-examination but that's inconsistétht his earlier submission that
this was not cross-examination.

MR COOK: It's not supposed to be.

MR KULEVSKI: And he says that he works full tinfi@ Bruck, that he’s got the
role of the CFO and that he’s being paid $230,008a by the company in
liquidation all relevant to the company but he’'sldeed $20,000 worth of income
and | wish to know why.

MR COOK: Well, I've made my rejection, Registrar.

THE REGISTRAR: All right. Well, I think it's aglevant question. | will allow the
question.

MR KULEVSKI: Thank you. So if you work full timeMr Johnson, for Bruck and
your role is CFO and you earn $230,000 a year fBoutk, why have you declared
$20,500 on your tax return for those .....?---Feye. Because that's the money that
| drew from the company. The contract is betwegrfamily company and Bruck
and that’s — that’s normal practise is you'’re atcactor. So the company earns the
income, the company declares the income and | dregrtain amount from the
company.

Registrar, thank you. Given the time, that's theveer | needed so thank you.

THE REGISTRAR: All right. Well, that concluddset examination for today. Mr
Johnson, you would have heard earlier what wasedgeebut | will make it —
apparently I will make it clear to you now. Whaiwhave been asked questions
about so far between now in the last quarter df@ur or so, that's not to be
discussed with your lawyers. All right. But tlttesn’t stop you from asking any
other questions which may arise based on the sumthatyou have been issued
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with and essentially, you can, if you need to, &geayour lawyers about anything so
long as it doesn't relate to what has arisen tod&y@re.

Okay?---Thank you.

MR COOK: Thank you, Registrar, for making thaganl.

MR KULEVSKI: Thank you, Registrar. May it please.

THE REGISTRAR: All right. Mr Johnson, you're babefore the court so I'm
going to adjourn your summons to when we are batdkwshould be the next date
of 22 March 2016.

MR KULEVSKI: That's correct, isn’t it?

MR COOK: Yes.

THE REGISTRAR: That's at 10.15. Presumably MoKwill be here. Will you
be here, Mr Cook, on that date?

MR COOK: 1 will be here, Registrar.
THE REGISTRAR: All right. So you will continueoyr examination on that date.
MR KULEVSKI: May it please. Thank you, Registrar

THE REGISTRAR: Any documents that you — you ctp slown, Mr Johnson.
<THE WITNESSWITHDREW [4.18 pm]
THE REGISTRAR: Any documents that were market&s$s which are still in the
custody of the court and | don’t think there arg bat - - -

MR KULEVSKI: No.

THE REGISTRAR: - - - my assistant will return theo your instructing solicitors.
MR KULEVSKI: Thank you, Registrar.

THE REGISTRAR: All right.

MR KULEVSKI: Thank you for your assistance.

THE REGISTRAR: | will speak to my assistant fomament. We will adjourn.
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MATTER ADJOURNED at 4.19 pm UNTIL TUESDAY, 22 MARCH 2016
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