Hans S. Roleff L
0 Beatrice Place, Ferntree Guily, Vic. 3561
Ph 03 9758 9352 Fax 0397784237

The Secretary

Parliamentary Joint Committee

On Corporations and Financial Services
Parliament House

Canberra ACT 2600

Dear Dr. Kathleen Dermody,

1 have been corresponding with Mr, Ross Cameron, Parliamentary Secretary to the
Treasurer, in respect of the Topic under consideration by your committee.
Unfortunately, 1 was unaware of any dead line for submissions and, on enquiring from
Mr. Cameron, was informed that the Committee had not vet reported. He therefore
advised me to nevertheless make my submission for what 1t might be worth.

I think 1 can do no better than forwarding you copies of my letters to the
Parliamentary Secretary and draw your attention to the invaribly dismal outcome of
liquidations under the current scheme and law, The attached samples of reports from
KPGM in the N.E.M.G.L A (Insurance) and from Pitcher Partners re K.C. Park Safe et
al, speak for themselves. They make it quite clear that the vast majonity of any
outstanding amounts of money go to so-called professional service providers,
charging professional public fees for work able to be done by normal accountancy
qualificants and clerks. Tf nothing else comes of the reconsideration of this grave
matter than the ability of the Tax Department or Public Trustees etc. to bid for this
type of work it will provide significant relief to Creditors. In addition, depending on
the particular industrial branch of the defaulting company, specific experts could be
recruited as advisers on a sessional basis, thus further limiting costs and providing
greater prospect of recovery of funds. When 1 was asked to assist in insurance matters
I was disarmingly advised that the Liquidators knew nothing about insurance. You
can imagine how much time would have to be spent and paid for on post-graduate
education!!

However, there is one weighty problem lurking in the background of these exercises.
It 1s quite naive to assume that a particular Public Accountancy firm can ever say it
has no interest in the position of certain other branches, e.g. Insurance Companies,
Finance Companies, Banks, forever figuring as either creditors or debtors in the
context of a liquidation. We heard from KPMG n the HIH case that they do not
intend to pursue The Government Watchdog of Insurers, APRA or indeed the Federal
Government for any contribution to the recoverable sums. Of course it would be
ridiculons to think that not other than pure legal aspects enter into such decisions, If
the many continuous press reports on the role of these entities is in any way reliable
prospects of success definitely existed. You can always get a barrister to say
something else and the opintons of these “learned” sources should be made public in
their respective quintessence, so that creditors would also be able to make a decision
or at least a judgment, not just having to accept these decisions from persons without
legal qualifications and, in the HIH case, without any Insurance qualifications.
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1 suppose I have said it several times, but please believe me I am certain that if this
matter became one for public discussion the pigs would soon be chased from the
trough!!

B ?{;é‘d/rds ”

-
/ Haps 3. Roleff ~ /
1342004
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K C PARK SAFE PTY LTD (IN LIQUIDATION) ACN 006 304 285
K C MELBOURNE PTY LTD (IN LIQUIDATION) ACN 061 457 010
K C PARK SAFE (BRISBANE) PTY LTD (JN LIQUIDATION) ACN 050 277 239
K C PARK SAFE (TAS) PTY LTD (IN LIQUIDATION) ACN 039 896 409
K C PARK SAFE (NSW) PTY LTD (IN LIQUIDATION) ACN 034 635 924
K C PARK SAFE (AUST.) PTY LTD (IN LIQUIDATION) ACN 007 164 838
K C PARK SAFE (WA) PTY LTD (IN LIQUIDATION) ACN 066 759 528
K C PARK SAFE (VIC) PTY LTD (IN LIQUIDATION) ACN 007 108 116
(K C PARK SAFE GROUP)

ANNUAL MEETING OF CREDITORS & MEMBERS

[ have convened a meeting of creditors and members 1o be held at Level 8, 161 Collins
Sireet. Melbourne, Victoria on 22 July 2002 at 10.30 am. Accordingly, attach:

1 Liquidator's report to craditors.

2 Summary of the liquidator's receipts and payments.
p

3 Statutory notice convening the meeting.

4 Proxy form.

Creditors and Members who are unabie to atiend the meeting and wish o be represenied,
should ensure that a proxy form is completed.

Please address anv enquiries to Ms Joanne Traynor of my staif on (03} 9289 9815 or
18d5E 4 Y end > Y
facsimile no 03 92890 QE290,

Dated this 2§ day of June 2002

) I ,
'c://z/é.‘;/é’
//GMRAMBALDI
.~ Liguidator

Encl

FEVE DA /10100
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PAYMENTS

Car Parking Refunds

Accountants Fess - External
Cleaning expenses

Freight ounwards

Insurance

Light & heat

Mail Redirection

Nieetng Room Hire

Motor vehicle expenses

Hire d: leasing costs

Prnting & stationerv

Server & Workstation expenses

Rent & rates

Security Services

Sundry expens<s

EFT's Received past /11798
Freedem of Information requests
Annual feave - Admimstrators peried
Wages

Reimbursement of axpenses

Wark Cover premium
Superanaouation

Waste collecuion

Fixed - auction fees/expenses
Advertisme

investigators cosis

Valuvation/ Auctioneer's charges

Bank charges/transaciion taxes
Liguidater's disbursements
Voluntary Adminstrator's Disbursements
Part Transfer

Remuneration of Liquidator /@@ IFAA
Volunlary Admimsteator's Fees
Assignment of [zases

Searches

Accountants Fees

Saliciter's costs

Mills Oakley Lawyers

Solicitor's costs - Amold Bloch Letbler
Legal Fees - Darrer Murtr Fletter
Costs order

Storage of documents

Group Tax

Superannuation expensg

Distribution to partly secured creditors
Distribution to floating chargs craditors
Tax clearing account

Suspense

Tax Paymenis

Total payments
Pius Bank Guarantee

Balance at Bank(s)
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STATEMENT OF RECEIPTS AND PAYMENTS
K C PARK SAFE GROLP COMBINED CASH BOOK FOR THE PERIOD
16 DECEMBER 1993 TO 15 JUNE 2002

RECEIPTS

Part Transfer
Sramp Duty Refund
Mansgement Fees

40.006.00
854,497.32
1142300

a2zl

Pormanen: Parking recsipts

Swinbume Unt Infringement Neotices IR
Charge Parking 2.766.20
Aond - Jolimont Terrace 3420
Soft drink vending machine 352
Vouchers 4531
Clezaning LI

[

P BT
[}
o -
[am

Depoesit interest
Setilement of Trust issue

Renial Bond refund 364 00
Sundry receipts £.320.13
143 50000

¥ Treasurv Segiemen:
Sertlement of preference action

Assignment of leases 44
Tash at bank on appantient 230
Computets

Notor Velicles 444
Sundry debiors - Schedule B 144
Plant & Equipmen! 48,1

Loan Accouni - BHEK Invesmmenis P/L 82 00000
Tax clearing gccount
Suspense .
Tax Recaipls

Total receipts 2.211.861.01
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Chartered Accoumants

The KFMG Centre B Box HEY

45 Clarence Street Austrslia Sguare Teiephore: (02) 338 7020
Sydnay NSW 2000 Sydray NSW 2000 Facsirmiier {02) 289 707
Alstraia Austratia DX 1056 SYDNIY

1 July 1996

Mutual General Insurance Association Limited (“NEM™)

National Emplioyers’
(In Liquidation}

Report to Creditors

As you are aware, MrD A Crawford and ! were appoinied Liquidators of NEM on
27 August 1990 by Order of the Supreme Court of New South Wales. We had
previously been appointed Provisional Liguidators on 1 May 1990.

NEM was incorporated in the United Kingdom (“UK™) and operated as & branch in
Australia. Messrs A J McMahon and R Smith of KPMG, London are the UK Joint
Liguidators and are responsible for realising NEM's assets outside of Australia.

The Australian liquidation is ancillary to the UK liguidation and is concerned solely
with the recovery of Australian assets and dealing with the claims of Australian

creditors.

This report provides details of developments in the administration since our iast report
1o creditors dated 28 February 1995,

1. Summary

. An interim distribution of 2 cents in the dollar was declared on 31 Maxch
1095 and has been paid 1o creditors whose claims have been adrmitied.

. The Liquidators have recently performed an exercise o determine the
final value that shouid be placed 6n the claims of each of the Statutory
Guarantee Funds {“the Funds”) in this administration. The Liguidators
retained actuaries to recommend the final amount of each claim. The
actuaries’ recommendations were approved by NEM's Committee of
Inspection on 6 June 1996.

. The Liquidators intend to declare a second and possibly final Austalian
distribution on 31 July 1996. The amount of the second dividend is
expected to be approximately one cent in the dollar bringing the wtal
Australian dismibutions to three cents in the dollar.

. The Liquidators have commuted all of the Anstralian workers’
compensation quota share reinsurance reaties except for one treaty
which relates to an insurer in the US that is in liquidation.
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. The Liguidators have settled supplementation balances with the
Victorian WorkCover Authority. The terms of the settlement were
approved by NEM’s Committee of Inspection.

. The UK Joint Liquidators are continuing to realise NEM’s woridwide
assets and are pursuing a substantial claim against the AGF Group, 2
Erench insurer who acquired NEM’s UK business just prior 10
liquidation.

. The UK Joint Liquidators intend to pay equalising distributions tc
Australian creditors late this year which will top up distributions received
by Australian creditors to 5 cents in the dollar. The UK Joint Liquidators
have indicated that they intend to apply the equitable UK principle of
hotch-pot when adjudicating upon Australian creditors’ claims. This is
discussed further in section 7.3 and Annexure 4.

. The UK Joint Liquidators anticipate declaring a second interim dividend
to worldwide creditors in late 1996 or early 1997. Aunstralian creditors
with net claims after the application of hotch-pot will be included in this

disrribution.

We now report in greater detail on developments in the administration.

Interim distribution in Australia

The Australian Liguidators declared an interim dividend of 2 cents in the dollar
for all Australian creditors on 31 March 1993. Creditors whose claims have
been admitted, have received payment of the interim dividend. Payments
totalling approximately $3.5 million have been made to creditors to date.

For the purposes of the interim distributions, creditors’ claims are being dealt
with as follows:

. Creditors will be admitied to proof for the net amount of their claim after
allowing for any amounts received by way of recoveries or otherwise.

. Creditors who have received a priority payment from the Australian
Liquidators of reinsurance recovered on their claim (in accordance with
Section 447 of the Companies (New South Wales) Code (“the Code™))
will be admitted for the net amount of their clatm.

. Creditors will only receive an interim dividend distribution in respect of
claims under policies of insurance that have been paid. Claims for
outstanding estimates have been siood over until such time as they
become a sum certain.

Australian assets

Annexure 1 to this report is a summary of the Australian Liquidators’ receipts
and payments for the period from 27 August 1990 1o 25 June 1996. A separate
account is maintained for the collection and distribution of reinsurance
recovenes
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3.1

3.2

We make the following comments:

Recovery of additional premium and collection of debtors

Since 1 May 1990, approximately $4 million has been collected as a result of
wage audits conducted prior to and since the date of our appointment. At the
date of this report enly a few premium recovery matters have vet to be finalised.
These matters are the subject of legal action and are In the hands of our
solicitors. In addirion, there are a few debtors who are paying unpaid premium
by instalments. It is not expected that further significant recoveries will be

made in respect of these matters.

Reinsurance recoveries

As previously reported, reinsurance recoveries are subject to the operation of
Section 447 of the Code which provides that reinsurance recoveries should be
paid to the third party in respect of whom the Hability was incurred.
Accordingly, 21l reinsurance recoveries are paid to the policyholder or creditor
incurring the primary debt subject to policies of insurance issued by NEM which
were in turn protected by reinsurance.

Over the past two years, the Austratian Liquidators have sought commutations
of Australian workers’ compensation quota share treaties with NEM’s
reinsurers. All of the treaties have now been cormrauted except for one treaty
which relates to 2 US insurer who is in liquidation. These commutations have
resulted in recoveries of approximately $2.3 million. A further $115,000 is yet
1o be collected from one of NEM’s reinsurers.

As a result of the commutations that have taken place, the Australian
Liquidators have stopped sending quarterly reports 10 reinsurers thereby
avoiding unnecessary costs to the administration.

Further recoveries have also been made from professional indemnity reinsurers
in respect of professional indemnity claims. To date approximately $1.95
million has been recovered with future recoveries estimated at between
$300,000 and $500,000. At this stage, there are only five ocutstanding
professional indemnity claims.

Victorian Supplementation Fund

In previous reports, we have outlined the background to a High Court of
Australia decision affecting claims against the Victorian Supplememation Fund.
The High Court decision largely favoured the Accident Compensation
Commission (now the Victorian WorkCover Authority), although it aiso found
that certain claims for recompense were still payable by the VWA,

Following that decision, the Australian Liquidators have retained Trowbridge
Consulting, to perform an actuarial analysis of the balances owing between
NEM and the VWA. Trowhridge’s report was finalised in early 1996,
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3.4

4.1

Following receipt of this report, discussions took place with the VWA aboutla
possible settlement of all supplementation issues and s5.129 contributions Owing
by NEM to the VWA. A settlement offer was made by the VWA, the details of
which are required to remain confidental as there 2 number of other insurers in
Victoria who are currently negotiating settlements of supplementation with the
VWA. The Liquidators recommended acceptance of the offer to NEM’s
Committee of Inspection at the recent meeting and a resolution was passed that
the offer be accepted. A Formal Deed of Settiement will be signed shortly.

Other assets

The Liquidators are atiempling to 1ecover a number of other assets although the
realisations are unlikely to be material in terms of NEM’s liabilities. Itis
difficuit to estimate when these matters will be finalised as most are in the hands
of solicitors and subject to the Court’s timetable. We will continue (o pursue
these assets until such time as payment is made or our solicitors advise that it is

Lneconomic to continue to pursue 1sCovery.

Creditors

Statutory Guarantee Funds

As outlined in previous reports, NEM’s main business activity in Ausmalia prior
10 its Hquidation was the writing of workers’ compensation insurance.
Following its liguidation in 1990, legislation in each state and territory in which
NEM wrote business operated to establish Statutory Guarantee Funds 10
continue to make workers compensation payments on behalf of policyholders
with valid claims. As a result of the making of the payments on behalf of the
policyhoelders, the Funds are entitled to stand in policyholder’s position and
claim for the payments made in the liquidation.

The fixing of the final value of the Funds’ claims was the most significant
marter remaining in the Auswalian Liguidation. To date in excess of $210
million has been paid to workers’ compensation ciaimants by the Funds.
Undiscounted outstanding estimates of reporied claims and incurred but not
reported (“TBNR”) claims are estimated by the Funds to be approximately $220
million.

To fix the final amounts of the Funds’ claitmns, the Liguidators needed 1o
determine a value for each Fund for their outstanding and IBNR liabilities. The
approach adopted to valuing these amounts was as follows:

. Richard Wilkinson, an actuary with KPMG, London oversaw the
process. Sydney actuaries, Edward Torrance Martin Pty Limited, were
retained to analyse the workers’ compensation portfolio of each of the
Funds and to provide the Liquidators with recommendadons of the final
value for the claim of each Fund.

. In New Sounth Wales and Victoria, the respective WorkCover Authorities
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3.4

4.1

Following receipt of this report, discussions took place with the YW A about
possible settlement of all supplementation 1SSues and 5.129 contributions owing
by NEM to the VWA, A settlement offer was made by the VWA, the details of
which are required to remain confidential as there a number of other insurers in
Victoria who are currently negotiating settlements of supplementation with the
VWA. The Liquidators recommended acceptance of the offer to NEM's
Committee of Inspection at the recent meeting and a resolution was passed that
the offer be accepted. A Formal Deed of Settlement will be signed shortly.

Other assets

The Liguidators are attempting to TECOVET & number of other assets although the
realisations are unlikely to be material in terms of NEM's liabilities. Itis
difficult to estimate when these matters will be finalised as most are in the hands
of solicitors and subject to the Court's timetabie. We will continue 10 pursue
these assets until such time as payment is made or our solicitors advise that it is
Lneconomic to continue to pursue reCovery.

Creditors

Statutory Guarantee Funds

As outlined in previous reports, NEM’s main business activity in Australia prior
to its liguidation was the writing of workers’ compensation insurance.
Following its liquidation in 1990, legislation in each state and territory in which
NEM wrote business operated to establish Statutory Guarantee Funds to
continue to make workers compensation payments on behalf of policyholders
with valid claims. As a resuit of the making of the payments on behalf of the
policyholders, the Funds are entitled to stand in policyholder’s position and
claim for the payments made in the liquidation.

The fixing of the final value of the Funds’ claims was the most significant
matter remaining in the Auswalian Liquidation. To date in excess of $210
million has been paid to workers’ compensation claimants by the Funds.
Undiscounted outstanding estimates of reported claims and incurred but not
reported (“IBNR”) claims are estimated by the Funds to be approximately $220
mitlion.

To fix the final amounts of the Funds’ claims, the Liguidators needed to
determine a value for each Fund for their outstanding and IBNR liabiiities. The
approach adopted to valuing these amounts was as follows:

. Richard Wilkinson, an actuary with KPMG, London oversaw the
process. Sydney actuaries, Edward Torrance Martin Pty Limited, were
rerained to analyse the workers’ compensation portfolio of each of the
Funds and to provide the Liquidators with recommendations of the final
value for the claim of each Fund.

- In New South Wales and Victoria, the respective WorkCover Authoerities
retain actuaries 1o produce valuations of NEM's liabiliies. The most
recent actuariat valuations were closely reviewed to determine the

P39K



4.2

mptions used and the methods emgployed in

reasonableness of the assu _ lin
i e with the claims

producing the valuations. Discussions also took plac
managers for each of those States.

. in the other States and the Territories, actuarial valuations are not
produced due to the smaller size of the number of outstanding claims in
those States and Termitones. Each State and Territory reports regularly to
the Liquidators and has provided detailed information on outstanding
claims. Evidence gained from the actuarial procedures used in New
South Wales and Victoria was used t0 Jetermine an appropriate IBNR

factor for each State and Territory.

. Edwards Torrance Martin produced a report which contained their
recommendations. This Teport was cireulated to each Fund manager and

comments noted.

. A creditors’ Committee of Inspection meeting was convened on € June
1996 to consider, amongst other things, the recommendations by
Edwards Torrance Martin. The Committee passed resolutions
authorising the Liquidators 10 admit the Funds’ claims {or the amounts
recommended. The members of the Commuittee representing Funds
abstained from voting in celation to their own claims.

As a result of this exercise, the Liquidators intend to admit the Funds’ claims for
approximately £330 miltion. This amount is net of reinsurance recoveries of
approximately 37 million paid to the Funds in accordance with section 447 of
the Code. The Liquidators will shortly seek 1o enter into agreements with the
Funds binding their claims to the amounts passed at the Cormmittec meeting.

Professional Indemnity policyholders

The Liguidators are continuing to make recoveries from NEM's reinsurers in
respect of professional indemnity claims made against NEM. These reinsurance
recoveries are paid by the Liguidators to the policyholders concemed 1n
accordance with section 447 of the Code.

At present there are only five claims that are still to be finalised. However, the
value of a few professional indemnity claims may not be known for several
years where the claim relates to a minor and the timeframe in which a claim can
be made has not yet elapsed. The Liguidators have determined reserves for
these cases and will hold back sufficient funds to enable them 10 pay equalising
distributions when their claims have been determined.

Professional indemaity policyholders will be admitted for the net amount of
their claim after deducting reinsurance recoveries paid to them in accordance
with section 447 of the Code. The total value of the professional indemnity
claimns after reinsurance recoveries is expected to be less than $800,000.
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4.3

7.1

Other creditors

The Liquidators are continuing to adjudicate on other creditors’ claims. The
majoritir of these claims have now been admitted. Only a small nugnb_cr of
claims are sdll under consideration and these should be finalised within the next
few months. In particular the resolution of Victorian supplementation should
enable a number of Victorian claims previously stood OVeT 10 be admitted.

Australian liabilities

As a result of the above matters, the Liquidators are now able to determine the
approximate final value of creditors’ claims. These amounts have been
calculated after reinsurance recoveries paid to the respective creditors.

$ millions
Workers’ compensation claim 330.3
Professional indemnity claims 0.8
Orther creditors 7.2
338.3

Total claims

Equalising dividends and the second interim dividend to creditors

As a result of the above matters, an equalising dividend can be paid to the Funds
for that portion of their claim which had not been crystallised at the time of the
first interim dividend distribution.

In addition, the Ausmalian Liquidators are now in a position to declare a second
and possibly final distribution to Austraiian creditors. This diswibution will be
declared on 31 July 1996 and is likely to be approximately one cent in the dollar
($3.38 million on total claims of $338.3 million). A notice advising creditors of
the Liquidators’ intention to declare a further is enclosed as Annexure 2.

UK Administration

Asset realisations

As creditors are aware, the majority of NEM's assets are situated outside of
Australia and are under the control of the UK Joint Liguidators. Realisations to
date have been approximately £54 million and currently the UK Liquidators
hoid almost £36 million under their controt.

Major realisations have been:

- The sale of NEM's branches and cubsidiaries in various locations
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7.2

Reinsurance recoveries in respect of NEM's Joint Venture with
Chancellor Insurance Company Limited, now under & Scheme of

Arrangement;

» Reinsurance recoveries from excess of loss reir_lsurers in respect of
NEM’s Australian workers’ compensation business;

= Recoveries of various assets from the USA in respect of NEM’s
operations in that country.

The UK Joint Liquidatoré. have also instituted proceedings against the AGF
Group for a substantial sum in relation to the sale of part of NEM's UK business
just prior to liquidation in 1990. The matter is scheduled to be heard in Court
from 1 October 1996. The outcome of this claim will have a material impact on
the ulimate rate of dividend payable to creditors. Creditors will be advised of

significani developments.

Payment of a second interim distribution

As a result of the longiail nature of NEM’s insurance business, the complexities
arising in respect of claims involving set off in the London market and the
substantial claim against AGF, the UK Liguidators are unable to give an
astimate of the likely time required to complete the winding up or the ultimate
rate of dividend payable.

However, the UK Liquidators pave :ndicated that they expect to be able to
declare a further interim dividend at the end of 1096 as a result of the valuation
exercise performed on the Statutory Guarantee Funds’ claims. The UK
Liquidators intend to pay this dismibution to Australian creditors as well as an
equalising distribution in respect of the first interim dividend of five cents in the

pound.

Under UK Insolvency Law, each creditor in a liquidation is required to lodge a
Proof of Debt. Accordingly, for Australian creditors to receive payment of any
distributions from the UK, it is necessary for them to lodge a UK Proof of Debt
form with the UK Liquidators.

The Australian and UK liquidators have reached agreement that Ausiralian
creditors’ claims will be admitted ir the UK liquidation for the same value that
they have been admitted in the Australian administration. UK Insolvency Law
also requires claims 10 be converted to pounds sterling at the prevailing rate of
exchange applying at the date of liquidation, (in this case £1 equals A$2.28).
Dividends must also be paid to creditors in pounds sterling.

Creditors whose claims have been admitted in the Australian Liquidaton will
find 2 UK Proof of Debt form attached to this report as Annexure 3. The UK
form lists the amount of the creditors’ claim that has been admitted in Australian
administration and its sterling equivalent. If a UK Proof of Debt form is not
attached to this report, your claim has yet 10 be admitted or the ultimate value of
your claim has not yet heen finalised, in which case a UK Proof of Debt form
will be forwarded to you when the amount of your claim is resclved.
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7.3

o check the details ont the forms, 1n particular the

Creditors are requested t :
current address and contact name, g the forms and return them to this office.

Hotch-pot of Australian Creditors’ claims

As previously reported, the UK Liguidators have indicated that they intend 10
apply the equirable UK principle of hotch-pot when adjudicating upon
Australian creditors’ claims. Attached to this Teport as Annexute 4 is a short
paper providing creditors with information on the application of this principle
and several lustrative examples of its application in practice.

Completion of the Australian administration

It is unlikely that the administration will be able to be finalised for some time
due the possibility of further claims against NEM, particulaﬂy professional
indemnity claims. However, the involvement of the Liquidators and thetir staff

will reduce considerably after the payment of the equalising angd second
dividend distributions.

Australian Commmittee of Inspection

The Liquidators acknowledge the a§sistance of the members of he Commitice
in the administration. The Committee did not meet during 1995 but met
recently in June as referred to earlier in this report. In addition they have dealt

with a number of matters by correspondence.

{ther matters

The Liquidators’ account of receipts and payments may be inspected at our
offices by appointment during normal business hours.

Yours faithfully

WW”’"‘

R ] Grellman and D A Crawford
Joint Liguidators
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RECEIPTS

ACC recoveries

AGCI distribation of surplus funds

Claims recoveries

Conmribution recoveries

Debtors

Dividend income

Distribution from NEM/AGF Joinut Trust account

Employee morgage repayments

Expense recoveries

Interest

Lapsed policy recoveries

Medical report recoveries

Miscellaneous recoveries

NT Motor Pool

Preference Recoveries

Premium recoveries

Pre-appoinmiment quota share reinsurance recoveries

Proceeds from the sale of shares in liste¢ companies

Refund of petitioning creditor’s taxed £osts in refation to the
winding up of NEM in the UK

Refund of petitioning creditor's taxed costs in relation o
other winding up proceedings

Repayment of lcgal fees in relation to the NEM/IGF

. - Joint Trust account

Refund of deposit

Refund of starmp duty

Refund of conuibutions 1o failed insurers’ fund in Tasmania

Reimbursement of expenses incurred in recovering reinsurance

Sundry receipts

TAC recoveries

“Fransfer from Victorian Recoveries Aceount

Transfer from Provisional Liguidator

Transfer from Reinsurance Recoveries Account

AYME

Advertising

Accident Comnpensation Commission for use of
persennel and premises

Accounting fees

Bank charges

Coinsurer’s share of professional indemnity recovery

Commission paid on lapsed policy recoveries

Cornputer consulting services

Consulting services - audit of workers compensation labilities

Consulting services - premium recoveries

Consuiting services - actarial

Corporate Management Servires - chare af W ronnsna.
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535,048.64
743,289.51
1,493,837.91
£12,435.24
335011.79
439.46
45,734,309
52,504.24
35,450.41
3,131,026.56
70,116.77
2,622.58
80,503.42
77,500.00
875,000.00
3,137,060.63
782,126.70
16,960.56

41,715.78
1,816.98

54,383.50
354.80
7,588.70
23,945 68
46026698
330491
1,791,014.48
86,646,24
3,369,843.10

11,600.80

18G.50
2748972

£25.00
17,772.14
12,145.37
58.458.72
133,509.20
155.51745
141,936.21
76,855.00

Annexure

17,880,672.76
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Courier charges
Deputy Commissioner of Taxation - 1ax instalment deductions
Insurers Guarantee Fund (Vic) - recovery fees and costs
Repayment to Employers’ Mutual Indemmity Association
Insurance
Interim distribution to Statory Fund creditors ai the rate of
2 cents in the dollar on admitted claims
Interim dismibution 1o Professional Indemnity creditors at the rate of
3 cents in the dollar on admitted claims
Interim distribution to unsecured creditors at the rate of
2 cents in the dollar on sdmitted claims
Legal fecs
Liquidators' out of pocket expenses
Liguidators’ remuneration as approved by the
Creditors Commites of Inspection
Office expenses
Provisional Liquidatars’ remuneration
Provisional Liquidators' out of pocket expenses
Rent
Search fees
Stamp duty
Stationery
Sworage of books and records
Supperannuation contributions
Supplementation Fund - rafund far averpayment of recovencs
Transpart Accident Commission - refund for overpayment
of recoveries
Travelling expenses {Committes members, consuliants
and Liguidators' staff)
Victorian surcharge on premium collected
Victorian WorkCover's share of claims recovery
Victorian WorkCover's share of Transport Accident

Commission recovery
Wages
Wape audits
Withholding Tax

Workers” Compensation Supplementary Fand
Wofkers' compensation insurance

Sundry
CASH AT BANK AND ON DEPOSIT AT 25 JUNE 1996

Represented by:
Cash at Bank
less unpresented cheque numbers:

1158

1182

1194

1333

1438

143¢

14490

1441

1442

E 1443

Investments
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Tr.89
77.538.80
68,0595.58

5,000.00
2,783.36
3,428,851.07

5,540.18

112,860.83

1,523.595.58 =

22733287

2.600.300.14 %

151111
258,094.65

21,625.80 >

28,898.67
1,587.25
6,057.53

342.00

73.679.57
7,064.73
5.005.50

17,956.43

63,637.93

33,082.8¢
38,708.02
182,62624

190,004.62
18.050.81
400.14
298110
900.9C
1105.72

9,962 685.88

157.04
5.00
6.00

13.60
2,156.40
4,190.25

361.11

306.50

6,486.44
315.00

£7.917,386.88

116,120.52

(14,050.74)

7,815,357.10

£7 917 RARR
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RECEIPTS

Professional indemnity reinsurance recoveries
Quota share reiNSUFANCE FECOVEries
(JBE reinsurance recovenses
Commutation of quota share treaties
Transfer from general account
Sprake recovery - coinsurers & rensyrers share wransierrcd from the
general accoun! -
-QBE (formerly Eagle Insurance)

Interest
AYMENT

Bank charges
Distribution of co-insurers share of R G Sprake recovery
Transfer of pre-appointment guota share reinsurance
1o the general account
‘Transfer of pre-appointment oraf assignal indemnity reinsurance
10 the general account
Transfer of pre-appoinument QBE reinsurance
10 the general account
Distribution of worker's compensaiion quota chars reinsurancd
Distritution of QBE reinsurance
Transfer of expenses recovered for the collection of Quota
share reinsurance 0 the General account
Transfer of expenses recovered for the coltection of QBE
rgjnsurance 1o the General zccount
Transfer of interest earned 16 the General account
Refund of overpayment of reinsurance account
Transfer of exchange differences 10 the General accouni
Distribution of professional indemnily reinsurance
recoveries o policyholders

CASH BOOK BALANCE AS AT 25 JUNE 1996

REPRESENTED BY:

[nterest {less bank charges) 10 be transierred o the General account

P39R

1,551,191.99
5,625,163.67
377,728.94
230755141
2,032.55

11,490.45
10,110.9C

160.597.62

8,815.70
10,110.90

149,642.85
65,691.17
18,764.96

6.829,472.33

1413,307.49

154,270.86

5,7223.2%

131.852.86

245023
56.67

1.906,108.03

10,445 ,867.54

10,445,767.54

$100.00

=5

$100.00
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NATIONAL EMPLOYERS MUTUAL GENER AL INSURANCE

N LIQUIDATION)

SUMMARY OF REINSURANCE RECQVERIES ACCOUNT

AS AT 25 JUNE 1996

RECEIPTS

Professional indemnity reinsurance recoveries
(Juota share reinsurance recoveries
QBE reinsurancs rECOvVenes
Commulation of quota share treaties
Transfer from general account
Sprake recovery - coinsurers & reinsurers share transferred from the
general account -S5&G
-QBE (formerly Eagle Insurance)
Interest

AYME

Bank charges
Distribution of co-insurers share of R G Sprake recovery
Transfer of pre-appointment queta share reinsurance
to the general account
Transfer of pre-appointment professional indemnity reinsurance
to the generat account
Transfer of pre-appotnunent QBE reinsurance
to the general account
Distribution of worker's compensation quota sharc reinsurance
Distribution of QBE reinsurance
Transfer of expenses recovered for the collection of Quota
share reinsurance o the General accourt
Transfer of cxpenses recovered for the coliection of QBE
reinsurapce to the General account
Transfer of interest earned 1o the General account
Refund of overpayment of reinsurance account
Transfer of exchange differences to the General account
Distribution of professional indemnity reinsurancs
recoveries to policyholders

CASH BOOK BALANCE AS AT 25 JUNE 1996
REPRESENTED BY:

Interest {less bank charges) to be transferred to the General account

P39S§

1.951,191.9%
5,625,163.67
377,728.94
2,307,551.41
2,032.55

11,490.46
10,110.90
160,597.62

8,815.70
10,110.80

749,642.85
65,691.17
38,764.56

6,829,472.53

343,307.49

354,270.86

5,22328

131,852.86

2,456.23
56.67

1,906.108.03

10,445,867.54

10,445,767.54

$100.00

$100.00




Nationat Employers’ Mutual General Insuran

Liguidators' receipts and payments from 3 October 199010 3

Receipts

Surplus from provisional hguidation

Sale of nranches & subsidiaries
West Indies
Brunsi
WEM Jamaica
NEM France
Malawi
Hong kong
Malavsia

Insurapca/Teinsurance [2COVETIES
Chancellor
* ondon Master Drilling Rig
Austratian XOL
Broker Funding
Other

NEMGIA USS Trust Fund

VI Wright

Sale of fj'eehold proparty

Sub & branch loan repayment
Employee MOrtgages repaid
Book debts

Office equipment and vehicles
Sundry

AGF current 2'c

Dieposit refunded

Cash at bank

Pausebrand cash at bank
petitioner's deposit (refundable)
invesument income

Bank interest

Treasury bill iptarest

Exchange rate gains

vAT Refunds received
Antecedant transacrion setiiement
AMA Commutation

Total Receipts carmied forward

e
g
#

P39T

i

ce Association Limited {in liqu

0 November 19569

2,462,835
616.693
930,013
363.197
235,997

19,064

1,113.260

27,420,657
1.241,340
8.031.257

9. 887
2,498,765

25.880.900

3,741,067

39.199.504

G73,616
2,000,000
377.000
656,790
83,372
80,144
31.137
9,184
230,390
499,306
5.933
2,528

240
63,310
5,918,410
9,139,048
688.772
879,583
5,000,00C
66,000

97,560,941




Total Receipts brought forward

Payments

DTI fees

Office nolders' fees

Office holders’ expenses
Actuarial Fees
Corporarion 1ax

Legal fees

Ins/reins agents’ coOSts
Salaries & consultancy
Employee motor & sundry
Computer sefi/hardware
Committee Expenses
Advertising

Sundry

LU levy

DTI Unclaimed Dividends
VAT Expenss

Dividends to Unsecured Creditors
Total Pavments

Balance as at 30 November 1993
-

Held as:
National Westminster Bank ple
Bank of England, 1SA

P

2

9uU

t

"

97,560,941

e

3 648.170
351,008
455,697
100,136
3.160.8i¢
8191334
2372.910
760,832
29 839
201.359
35,045
46.249
39508
6,548

268

3,293.632

18,336
27220355
27.238.691




Hans S. Roleff o
g Beatrice Piace, Ferntree Gully, Vic. 3 561
Ph 03 97589352 Fax 03 9778 4237

Atm. The Honourable Ross Cameron MP
Parliamentary Secretary to the Treasuret
Parliament House,

Canberra ACT, 2600

Dear Mr. Cameron,

Thank you for your letter of 29.3.2004. 1 have considered it carefully. Please advise
me if submissions can still be made to the enquiry and if so, how should one be
directed.
Let me put it in a nutshell — liquidators under the present scheme are mostly interested
in making sure there is enough money (0 pay themsetves. If the funds seem to be
running out, since they are not able to charge anyone they will simply desist from
further services. I cannot blame them, of course, but the funds are running out because
of their exorbitant charges, they are so because the fees are usual professional fees
payable by financiaily sound entities and following some meeting of the minds as to
the level of the charges, bearing in mind competition. With the appointment of one
liquidator to a failed entity the element of competition is gone, an aspect of free
market philosophy, the outlook on which you are relying when stating that "1t is
preferred that regulated private sector practitioners carry out the higuidations....”, s0
there is an immediately undesirable element introduced into the winding up scheme.
Depending on the nature of the failed business mere accountants are not the ultimate
experts on all aspects of debt recovery. With an insurance company like HIH for I
instance, you would need to know the lot about 2 raft of insurance branches, the law,
the traffic between insurers, third parties, etc. This is all done by outside experts who,
again, charge consulting fees and are not just paid wages. 1 have personally obtained a
sizeable recovery for the HIH Liquidators for a fee of $22000. So, believe me, I know
what | am talking about. 1f’ a Government Agency were appropniately staffed the
creditors would be much, much betier off. The Liquidators spread the money around
the professional ranks. Only QCs are retained which means a Junior every time at
/3tds of the fee and so it rolls on until nothing is left. Out of the NEMGIA collapse
in NSW and Victoria creditors finished up with fess than 10 cents in the Dollar. 1
could supply you with the financial reports from KPMG on that one. Huge fees! And
that for simple work such as sending reminders, working out from usually reasonable
records who owes what and then start collecting. I really must urge you to initiate
some research into the outcomes of liguidations imn Australia. What is more, it takes
years for any moneys to be advanced. In the NEMGIA case in the UK KPMG decided
to disregard outstanding debts of 1 seem to recall $1000. So all the small business
creditors just received nothing!! But what possible right do they do that???
| must say that [ am as liberal as you are and as the party is but the Kennett
_Experiments have shown us the perimeter which is set to the privatization scope. This
falls way out of it, by sheer overwhelming evidence of outcomes. Consider the
position of State Trustees. They administer the rights of often unknown creditors and

P35V
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thev in turn get what 18 ieft to them or what is owed to them. Why not give that to
private outfits, they would soon take care of these wonderful funds!
1 hear what you say about priof disclosure. With respect, that s naive. The CPA ali
have one method, high fees for all manner of service, including picking up the phone
What does it help creditors that a CPA discloses that the charge will be $300 per hour
for professional and $150 for clerical services? So you know from the beginmng to
write the whole thing off, as that will be the inevitable resutt. The test is not what is
being recovered and distributed but what should or could have recovered or
distnbuted.
I had 2 particular line of recovery worked out, anything from $3 Mill upwards but was
not allowed to pursue this as it would involve legal proceedings. So, when hiqudators
bring legal action you can bet that they could have done so many times but decided
against it. As I said the first thing done 18 10 ass€ss: Will there be enough to pay
ourselves? That has been admitted to me and I have no difficulty of accepting that.
But at what rate the funds should be thus slicnated is the guestion. Often the
Liquidator was a former service provider to the failed company o some other party
interested in the outcome, 50 who protects us against that. I think you would run out
of accountancy firms if you applied any sort of test judging the conflict of interest
outlook.
You say that commercial and executive decisions may be required of what work
should be done. Granted, but if the test 15 as to whether the liquidator's involvement
will be able to be huxuriously remunerated, including at teast business class travel and
top hotels, the consulting of mates from the Bar and from the legal profession who
indeed may have served the carcass beforehand, you are looking at the heavy price to
be paid for those weighty decisions. These could often be made by less formally
qualified and costly experienced people.
You have no research available on the outcome of liquidations under the present
scheme and without any results of such we will never be put in a position to do the
best for creditors, large and small. The big ones can tax deduct outstanding debts,
especially banks, carrying doubtful debts forward for years and the tax saved in the
end is more than the debt. The small ones will be hardest hit, they have nowhere o
go, they ofien operate at trading losses 50 there is no tax to be saved. The issue should
be referred 1o the small business councils and to the Taxpayers Association and the
Business Associations operating for their members in our country.

Dear Mr. Cameron, [ am afraid this will not go away, the one-sidedness of the
involvement of professional accounting firms 1 wasteful and nothing short of
scandalous. I was always told that you don’t pay $1 00 to chase $50 and whilst a
Liguidator wili never be guilty of that, he sails close to the wind by not shying back
from paying 100% to chase 1% or, ultimaiely nothing.

Please continue to give this your attention.
With b’ésj regards,

e \J—igns S. Roleft
1.5.2004

P3oW



PARLIAMENTARY SECRETARY
TO THE TREASURER

The Hon Ross Cameron, MP

PARLIAMENT HGUSE

CANBEREA ACT 2600

Telephone: (023 6277 4821

Facsimile: {62) 6177 8391
parisec.treasurer,gov.au

Mr H.S. Roleff
9 Beatrice Place
FERNTREE GULLY VIC 3156

Dear Mr Roleff

Thank you for your letter of 8 January 2004 to the Minister for Revenue and Assistant Treasurer
concerning liguidators’ professional fees. As the matter concemns corporate law, the Minister has
referred vour correspondence to me for response. f apologise for the delay in responding to vou.

You were concerned that liquidators appointed to wind up failed corporations are ercding creditors’
funds through professional fees. You have suggested that company liquidations would be better
carried out by Commonwealth or State government bodies as a way of minimising costs and
increasing retumns to creditors.

The Corporations Act 2001 does not directly prescribe ievels of remuneration for liquidators but
encourages remuneration to be agreed between the liquidator and the creditors or members of an
insolvent company at the outset of an administration. The courts have general powers of
supervision over liquidators’ remuneration, including a power to review the level of remuneration,
order repayment of remuneration, or to set a level of remuneration when it is not practicable for
agreement to be reached. Creditors of a company under liquidation have the power to remove a
liquidator and repiace him/her with another liquidator.

The predominant method for remuneration is based on practitioners charging an hourly rate for ume
spent working on the administration, but other methods of charging are also possible. The
Insolvency Practitioners Association of Australia issues a guide to hourly rates which has generally
come to be accepted as reasonable by the courts and many creditors. However, it is open to
members and creditors with at least 10 percent of total outstanding debts or the Australian

Securities and Investments Commission to apply to a court to have the remuneration varied.

Persons who feel that the remuneration charged by a liquidator is unfair can also seek to have the
liquidator’s professional association review the particular circumstances. The professional
association can arrange for informal mediation to take place with a view to reaching a settlement.

The Government is aware of concerns in relation to the fees charged by insolvency practitioners.

A 1997 review into the regulation of insolvency practitioners considered the relative merits of
commission-based, fixed-fee based and time-based methods of charging for insolvency services and
concluded that the market should be allowed to determine the most cost-effective fee systems.

Australia’s insolvency and voluntary administration laws are also currently the subject of an inquiry
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As its terms of reference cover the costs of external administration, the Committee will no doubt
examine the current regime relating to professional fees. The Government will consider the
Committee’s final report when it is published.

In relation to your proposal that Government agencies might carry out company liquidations, it is
nreferred that regulated ptivate sector practitioners carry out liguidations or winding up
vroceedings. The main tasks of a liquidator during a winding up are to investigate the corporation’s
financial affairs and prepare a report on those affairs, call in and realise the corporation’s assets and
distribute the proceeds to creditors who properly prove their claims in the priority set down in the
Corporations Act.

Unlike personal bankruptcies, which are generally less complex and the bulk of cases in Australia
are administered by a public body (Insolvency Trustee Service Australia — ITSA), corporate
insolvencies require close attention to accounts and company records and the running of & business.
It may also require executive and commercial expertise and the exercise of judgement as to how
much work should be undertaken or whether a particular task should be undertaken at all. This
work is best done by private sector professionals who are subject to regulation by the Government
and supervision by the Court, an approach that is found in most other developed countries.

Turning to the other issues in refation to funds management that you mentioned in vour letter, the
Government considers that the protection of investors is a vital component in promoting a well
functioning market and a successful economy. Consequently. the Government has undertaken
significant financial sector reform since 1996 including the enactment of the F, inancial Services
Reform Act 2001 {the FSR Act).

As mentioned in the letter of 2 December 2002 from Mr Bazen to you, the FSR Act, which came
into full effect on 11 March 2004, introduces a robust consumes protection regime for financial
services, including superannuation, through the combination of licensing, conduct and disclosure
requirements. It is designed to strengthen and provide consistent regulation for financial advice,
regardless of who is providing the advice. This provides consumers with enhanced protection
because ¢f better behaviour and disclosure requirements.

Specifically. the FSR Act requires financial services providers and their agents to “clearly.
concisely and effectively” disclose (up-front and on an ongoing basis) the information retail clients
nead 10 make informed investment decisions. Information that may be required to be disclosed
includes details about the entity providing the financial product or service and mformation about the
products that are being offered to, or held by, the investor. In relation to a financial product being
acquired, the provider or agent is required to disclose the benefits and risks of the product, any cost
such as fees and charges, as well as information about remuneration to the extent that it will impact
on the return to the client from the product. This information should promote more effective
disclosure and make fees relating to financial products easier to compare.

I trust this information will be of assistance to you.
Yours sincerely

/-’\ Y
(Aaa

ROS5 CAMERON
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Attn. The Honourable Ross Cameron MP
Parliamentary Secretary to the Treasurer
Parliament House,

Canberra ACT, 2600

Dear Mr. Cameron,

Thank you for your letier of 29.3.2004. T have considered it carefully. Please advise
me if submissions can still be made to the enquiry and if so, how should one be
directed.

Let me put it in a nutshell - hiquidators under the present scheme arc mostly interested
in making sure there is enough money to pay themselves. If the funds seem to be
running out, since they are not abie to charge anyone they will simply desist from
further services. 1 cannot blame them, of course, but the funds are running out because
of their exorbitant charges, they are so because the fees are psual professional fees
payable by financially sound entities and following some meeting of the minds as to
the level of the charges, bearing in mind competition. With the appointment of one
liquidator to a failed entity the element of competition is gone, an aspect of free
market philosophy, the outlook on which you are relying when stating that "1t 1s
preferred that regulated private sector practitioners carry out the liquidations....”, s0
there is an immediately undesirable element introduced into the winding up scheme.
Depending on the nature of the failed business mere accountants are not the ultimate
experts on all aspects of debt recovery. With an insurance company like HIH for 1
jnstance, you would need 1o know the lot abouta raft of insurance branches, the law,
the traffic between insurers, third parties. etc. This is all done by outside experts who,
again, charge consulting fees and are not just paid wages. 1 have personally obtained a
sizeable recovery for the HIH Liquidators for a fee of $22000. So, believe me, I know
what | am talking about. 1f a Government Agency were appropriately staffed the
creditors would be much, much better off. The Liquidators spread the money around
the professional ranks. Only QCs are retained which means a Junior every time at
2/3rds of the fee and so it rolls on until nothing is left. Out of the NEMGIA collapse
in NSW and Victoria creditors finished up with less than 10 cents in the Dollar. 1
could supply you with the financial reports from KPMG on that one. Huge fees! And
that for simple work such as sending reminders, working out from usually reasonable
records who owes what and then start collecting. I really must urge you to initiate
some research into the outcomes of liquidations in Australia. What is more, it takes
years for any moneys to be advanced. In the NEMGIA case in the UK KPMG decided
10 disregard outstanding debts of 1 seem to recall $1000. So all the small business
creditors just received nothing!! But what possible right do they do that7??

1 must say that 1 am as liberal as you are and as the party is but the Kennett
Experiments have shown us the perimeter which is set to the privatization scope. This
falls way out of it, by sheer overwhelming evidence of outcomes. Consider the
position of State Trustees. They administer the rights of often unknown creditors and
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they in turn get what is left to them or what is owed to them. Why not give that to
private outfits, they would soon take care of these wonderful f_unds!
] hear what you say about prior disclosure. With respect, thaF is naive. The CPA all
have one method, high fees for all manner of service, including picking up the phone
What does it help creditors that a CPA discloses that the charge will be $BQO per hour
for professional and $150 for clerical services? So you know from the beginmng to
write the whole thing off, as that will be the inevitable result. The test is not what is
being recovered and distributed but what should or could have recovered or
distributed.
! had a particular line of recovery worked out, anything from $3 MHI upwards but was
not allowed to pursue this as it would involve legal proceedings. S0, when liqudators
bring legal action you can bet that they could have done so many times but decided
against it. As I said the first thing done is to assess; Will there be enough to pay
ourselves? That has been admitted to me and I have no difficulty of accepting that.
But at what rate the funds should be thus alienated is the question. Often the
Liquidator was a former service provider to the failed company or some other party
interested in the outcome, so who protects us against that. 1 think you would run out
of accountancy firms if you applied any sort of test judging the conflict of interest
outlook.
You say that commercial and executive decisions may be required of what work
should be done. Granted, but if the test is as to whether the liquidator's involvement
will be able to be luxuriously remunerated, includmg at least business class travel and
top hotels, the consulting of mates from the Bar and from the Jegai profession who
indeed may have served the carcass beforehand, you are looking at the heavy price to
be paid for those weighty decisions. These could often be made by less formally
qualified and costly experienced people.
You have no research available on the outcome of liquidations under the present
scheme and without any results of such we will never be put in a position to do the
hest for creditors, large and small. The big ones can tax deduct outstanding debts,
especially banks, the small ones feel the Joss and if they are running at break-even
point they also get no tax retief. I am owed $20000 by HIH for time | have spent
working in their cause, but because | was a contractor selling his time largely, I did
not qualify for first-up payments like the employees! How long 1 have to wait and
how much if anything will ultimately be paid is entirely in the hands of the
liquidators. They have already decided to limit the source of recoveries by
announcing they will not sue APRA or any other Government body. All this without
giving the creditors a chance to decide on that course. Please do not think that my
representations to you are triggered by self-interest. I know it is too late for me and
my fellow creditors. Besides when the Federal Government has recovered its $500
Mill.. advanced to cover the claims of “needy” Third parties, all will be gone.
Again, the creditors were not asked if they wanted this third party charity, 1o be
ultimately funded by them!!!
1 shall agitate for changes relevant to the problem in party meetings and with my
members, State and Federal, because this terrible waste has to be reined n!
1 hope that you will not consign this further representation to the bottom of the pile of
some public servant but strike a real blow for the electorate as a whole. We are in
Election Mode!
With best regards.
Hans S. Roleff, 4.5.2004
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PARLIAMENTARY SECRETARY
TO THE TREASURER
The Hon Ross Cameron, MP

PARLIAMENT HOLSE
CANBERRA ACT 2604

Telephone: (42 6277 4821
Facsimile: (82) 6277 859!

parlset.treasurer.gov.ai

&1 MAY 2004
MrH.S. Roleff
9 Beatrice Place
FERNTREE GULLY VIC 3561

Dear Mr Roileff
Thank you for your facsimile of 1 May 2004 concerning the cost of extemnal adminsstrations.

As noted in my previous response, the principle reflected in the law is that the level of fees is a
matier for agreement between the creditors and the practitioner in each case. However, creditors
who consider that a liquidator’s remuneration in a specific case is excessive may apply to a Court to
have the remuneration reviewed. Creditors and the Courts are the final arbiters of the quantum of
fees charged by practitioners.

The Parliamentary Joint Comrmittee on Corporations and Financial Services is conducting an
inquiry into the operation of Australia’s insolvency laws. The Committee’s terms of reference
include the cost of external administrations. The Government will carefully review any suggestions
or recommendations the Committee may make in relation to the cost of external administrations.

You inquired whether submissions to the inquiry could still be made. Submissions to the
Commitics were to be lodged by the end of May 2002, However, the Comrnittee has not reported
vet and you may wish to make inquiries of the Committee’s secretariat as to whether you may lodge
a submission. The Secretary of the Committee is Dr Kathleen Dermody, who may be contacted on
02 6277 3541. Notes to assist in preparing submissions are available from the Secretatiat or the
website at www.aph, gov.au/senate/committes.

I tmst’this information will be of assistance to you and thank you for bringing vour concemns to the
attention of the Government.

Yours sincerely
~, £
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ROSS CAMERON
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