STERLING FIRST VICTIMS DEMAND
S E N AT E I N Q U I R Y
The elderly victims of the Sterling First scandal are the canary in the mine of Australia’s financial
system. Two and a half years after the banking royal commission, their plight is a disturbing warning
that the government and the regulator, the Australian Securities and Investments Commission (ASIC),
have not cleaned up the system that made Australia what then-ASIC Chair Greg Medcraft in 2014
called a “paradise” for white-collar criminals. Now 140 retirees and elderly pensioners face imminent
eviction from their homes because ASIC failed to protect them from, or even warn them of, serial
Ponzi schemers with multitudes of victims from previous failures in their wake, in which Australian
citizens have collectively lost hundreds of millions of dollars. Instead of compensating the victims and
forcing ASIC to lift its game, the government is effectively throwing the pensioners out on the street.
The Sterling scandal is far-reaching and goes beyond the rent-for-life scheme. Financial professionals
such as mortgage brokers, settlement agents, property consultants and financial advisors were
involved in every step of drawing unsuspecting landlords into buying a Sterling investment property.
There are indications of coordination between Sterling ringleaders and all the major banks in a
mortgage debt scandal.
The dubious involvement of ASIC, its lies to parliament and inexplicable protection of Sterling’s
predatory schemers, raises serious questions—what is really going on behind the Sterling scandal? A
Senate inquiry into ASIC and the Sterling Group is urgently needed to expose this sophisticated
operation involving repeat Ponzi scheme offenders who were well-known to ASIC. In August, founder
of the Banking and Finance Consumers Support Association and advocate for Sterling victims, Denise
Brailey, submitted a comprehensive report to WA’s Fraud Squad, summarising the results of her twoand-a-half-year investigation into the Sterling First Group. Brailey, who is a trained criminologist,
alleged that “criminal intent” was present from the group’s inception, with the worst instances of
fraud occurring between 2017-2019. Shockingly, the WA Fraud Squad has responded to Brailey’s
report by claiming it cannot conduct an investigation, because ASIC says it is supposedly still
investigating the matter! Sterling First victims are rightly outraged by this response, because after two
and a half years with no results, ASIC is telling them it is no longer actively investigating Sterling First,
yet still refuses to release its 2020 reports on the matter to Sterling victims.
ASIC's ongoing failings have been particularly demonstrated in the financial scandal of Sterling First.
The scandal demonstrates that two years on, the Financial Services Royal Commission may as well
have never happened. The Morrison government has done everything within its power to wind back
positive regulatory changes made in the wake of the Royal Commission. Treasurer Josh Frydenberg
recently ousted ASIC Chair James Shipton and Deputy Chair Daniel Crennan, and installed poacherturned-gamekeeper, former Deutsche Bank lawyer Joe Longo, as a “business-friendly regulator” in
their place.
Victims of the Sterling First scandal are urging parliamentarians to support a Senate Inquiry into the
ongoing failings of ASIC. It is imperative that we expose the regulator’s failings and the Morrison
government's determination to further weaken financial regulation in Australia. Without an effective
financial regulator, vulnerable Australians are abandoned to exploitation by predatory financiers.

IN THIS REPORT
Sterling First: myths vs. facts
A fact-check of common myths about Sterling First victims. Contrary to ASIC’s claims, elderly victims
were TENANTs, not investors; they had no idea they were buying an investment product until after
the company’s collapse; Sterling directors, who were serial Ponzi-scheme artists, were well known to
ASIC; and it was not simply a “failed investment scheme”—a criminologist investigation has found
Sterling First was a Ponzi structure from inception.
Sterling scandal caused by regulation designed to fail
There are countless examples of the appalling failure of Australia’s financial regulators and the
government to protect the public from financial predators. Before they robbed elderly retirees of their
life savings, Sterling First directors were involved in numerous previous Ponzi schemes in which
ordinary Australians lost hundreds of millions of dollars, including the Geneva Finance, Westpoint,
Finchley and Heritage scandals.
Sterling victims demand Senate Inquiry
The Sterling victims have taken their case to a number of Morrison government Ministers and their
parliamentary representatives, but to no avail. They have repeatedly contacted Treasurer Josh
Frydenberg, and handed 110 letters to him in person during his 22 April 2021 visit to WA, but
without response.
Tenants and landlords of Sterling scandal speak out
This article details the stories of tenants Beryl and Ray, and landlord Matt, who were deceitfully roped
into the Sterling First scheme. As well as fleecing elderly tenants out of millions in life savings, Sterling
roped unsuspecting landlords into a mortgage debt scandal, possibly with the complicity of all the
major banks.
Sterling cover-up goes all the way to the top
The extraordinary cover-up of the Sterling First rent-for-life scandal reaches to the highest levels of
government. The dubious involvement of the regulator, the Australian Securities and Investments
Commission (ASIC), its lies to parliament and inexplicable protection of Sterling’s predatory schemers
raises serious questions—what is really going on behind the Sterling scandal?
Paradise regained for white collar criminals
How many politicians will stand by while the Treasurer and corporate regulator deliberately unleash
the big banks and all other financial predators onto unsuspecting Australians? Although there are still
tens of thousands of ruined financial victims who remain uncompensated for the myriad financial
abuses that led to the 2018 banking royal commission, Treasurer Josh Frydenberg’s handpicked
appointment to chair the Australian Securities and Investment Commission (ASIC), Joe Longo, is
loudly proclaiming to the financial sector that caveat emptor—let the buyer beware—is back. The
clear message Joe Longo is sending to the banks etc. is if you rip off unsuspecting grandmothers,
ASIC’s default assumption will be that it is the victim’s fault.
For more information, please contact:
Beryl Taylor
Email: sterlingfirstvictims@gmail.com
Denise Brailey, founder of the Banking and Finance Consumers Support Association
Email: denise@bfcsa.com.au
0401 642 344
This report contains a series of articles previously published in the Australian Alert Service, the weekly
publication of the Australian Citizens Party.
Research Director Robert Barwick: robbie@citizensparty.org.au
Researcher Melissa Harrison: melissah@citizensparty.org.au
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Sterling First vic.ms were investors

Sterling First vic.ms were TENANTS. Elderly vic.ms paid
their life savings as up-front rent for the rest of their lives.
Re.rees signed a forty year tenancy agreement, which
was a valid REIWA lease.

“Buyer beware” policies apply because
vic.ms were sophis.cated investors

Elderly vic.ms had never bought investment products
before, and had no idea they were deemed to be
“investors” un.l a>er the company’s collapse. Sterling’s
salespeople were not licensed to give ﬁnancial advice.

Sterling First vic.ms knew they were
buying an investment product

Sterling directors deliberately concealed the Product
Disclosure Statement (PDS) from vic.ms. Re.rees were
told their life savings were held in a (fake) Trust, but their
money was stolen and used for another Ponzi scheme.

ASIC believed the Sterling maGer was a
property issue, and therefore out of its
jurisdic.on

ASIC knew Sterling First was an investment product. In
2014 Sterling directors met with ASIC to discuss a
proposed lis.ng on the ASX. During 2014-16, ASIC’s
lawyers helped Sterling directors to re-write their PDS.

ASIC ﬁrst became concerned about
Sterling in March 2017

Sterling directors were serial Ponzi schemers and wellknown to ASIC. In 2013, ASIC received complaints about
a company called “Heritage” ($15m losses), but allowed
the company to simply change its name to Sterling First
and target elderly re.rees.

ASIC acted appropriately to protect
the public

Re.rees called ASIC to ask if there were red ﬂags about
Sterling, but were assured there weren’t any. A>er $7
million was stolen, ASIC ﬁnally applied a Stop Order in
September 2017, but Sterling directors ignored it. ASIC
did not act un.l another $11 million was stolen.

Despite requests from vic.ms, WA Police
cannot inves.gate Sterling because ASIC is
‘s.ll inves.ga.ng'

The WA Police Fraud Squad say they can’t act on a
criminologist’s report which found that Sterling First was
a major ﬁnancial crime, because ASIC says it is s.ll
inves.ga.ng the maGer. However, a>er two years with no
charges laid, ASIC has admiGed the case is closed.

Sterling scandal caused by regulation designed to fail
By Melissa Harrison

The catastrophic collapse of the Sterling First group’s managed investment scheme, which has left over one hundred elderly victims robbed of their life savings and now facing eviction, is a horrific but entirely predictable outcome of deliberate government policies.
Expanding on the financial deregulation kicked off in the
1980s, from the late 1990s the Howard government introduced a series of financial policies which consumer advocates such as founder of the Banking and Finance Consumers Support Association and advocate for Sterling victims, Denise Brailey, have fiercely criticised. Brailey has slammed the
Howard Government’s watered-down obligations for company directors, extreme staff cuts to the regulators, and regulatory “loopholes” which left the door wide open for serial
white-collar criminals to scam Australians out of hundreds of
millions of dollars and just walk away.
The Howard Government’s 1997 Wallis Inquiry report recommended that responsibility for consumer protection for financial products be transferred from the Australian Competition and Consumer Commission (ACCC) and be given instead to the Australian Securities and Investments Commission (ASIC). Over two decades later, one of the Wallis report’s
authors who is now a Reserve Bank Board member, Professor Ian Harper, admitted these and other recommendations
were a mistake. In a parliamentary inquiry hearing on 18 November 2020, Harper said he had now “changed [his] mind”
and believed that consumer protection should be returned to
the ACCC—decades too late for thousands of Australian consumers ruined by numerous Ponzi schemes enabled by ASIC,
a spineless and corrupted regulator captured by the institutions it is supposed to police.
Dr Wilson Sy, a whistleblower who has formerly worked
at ASIC and as Principal Researcher at the banking regulator, the Australian Prudential Regulation Authority (APRA),
exposed that “enforcement failures are predictable because
Australian financial regulation was designed to be weak and
ineffective” (emphasis added) under deregulation policies, resulting in entrenched “fake regulation”, which actually works
to benefit the industry instead of the public (AAS, 25 Sept.
2019). According to Dr Sy, “by its legislative efforts to protect
the banks and the financial system, [the government] is actually concentrating political and economic power in a de facto collusion with major banks. … APRA and ASIC both work
for their paymasters who decide how they want to be regulated in an arrangement of self-regulation, approved by Government policy.”
As reported by the Citizens Party in an 8 August 2018 press
release, ASIC, APRA and the Treasury have a revolving door
with the predatory banks: “Far from protecting the public, the
financial regulators have aided and abetted the predators who
have corrupted Australia’s financial system. And the government, instead of going after the banks, is putting the onus on
bank victims to take ‘personal responsibility’ to avoid being
devoured.” Instead of criticising failed regulators, then-Treasurer Scott Morrison blamed victims for being too passive, saying “[t]oo often we, the customers, have also become complicit in allowing the deck to be stacked against us”. Morrison’s stance echoed the chair of APRA, Wayne Byres, who
“took aim at the Financial Services Royal Commission, insisting that financial dealings must be governed by the principle of caveat emptor—Latin for ‘let the buyer beware’, meaning that if a seller swindles a buyer, it’s the buyer’s own fault.”
A January 2008 consultation paper authored by employees
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of Treasury’s Competition
and Consumer Policy Division acknowledged the adage of “buyer beware” was
the attitude underlying the
development of consumer regulation in Australia.1
According to Dr Wilson Sy, “ASIC has published little data
or information … to help the public to identify potential financial services risks, to enable the practice of caveat emptor (‘let
the buyer beware’) to work.” Dr Sy asks: “How could ‘buyers
beware’ when buyers are kept in the dark about other buyers’ complaints? The simplest way to prevent wrongdoing is
to alert potential victims, but the regulators do the opposite.”2
There are countless examples of the appalling failure of
Australia’s financial regulators and the government to protect
the public from financial predators. Sterling First victims have
every right to feel betrayed, given the track record of the Sterling First directors, and one in particular, Simon Bell. Thousands of Australians have lost their life savings in numerous financial schemes in which Bell has been personally involved.
Yet while the elderly victims of his most recent scheme face
eviction from their homes, Bell remains untouched.
Westpoint
Sterling director Simon Bell was formerly a director of
Westpoint, a property development Ponzi scheme which offered unsecured “mezzanine” finance products (used as topup funding for property development) to small investors. Westpoint collapsed into receivership in early 2006 with total losses of $680 million, of which less than half could be recovered
for Westpoint’s 4,000 investors. Denise Brailey reports Westpoint was set up in 1999 to take advantage of the “loophole”
created by the Howard government’s then-recent decision to
change disclosure requirements for those selling investment
products if the investor was deemed “sophisticated”, which
has been manipulated to take advantage of unsophisticated
mum and dad investors.
In a 2013 federal court hearing following Westpoint’s collapse, the court heard that Simon Bell asked Westpoint’s lawyer, Andrew Shearwood, about alternatives to raising funds
via a prospectus (a legally required disclosure document).
Shearwood suggested the alternative of mezzanine finance,
which could be raised by issuing promissory notes, an unsecured high-risk lending product.3 The 7 July 2006 AFR reported that in 2000 ASIC approved Westpoint’s activities, writing
a letter to Westpoint’s lawyers confirming it would take no
enforcement action against the group’s promissory note investment schemes. According to Brailey, ASIC was first alerted to Westpoint’s activities in 2001, however ASIC only began raising concerns about Westpoint in 2003 and only commenced court action on a technicality in 2005, shortly before
the company collapsed.
Westpoint director Bell was also a co-founder and director
of Kebbel, a company which raised most of the funds poured
into Westpoint and falsely claimed it was a bank until APRA
finally told them to stop in 2005. Kebbel directors earned
handsome commissions by approaching about one hundred
financial planners, who then advised their clients to invest in
1. Stephen Hally-Burton et al., “Harnessing the demand side: Australian
consumer policy”, (treasury.gov.au), Jan. 2008.
2. Wilson Sy, “The Farce of Fake Regulation: Royal Commission Exposed
Australia”, (ssrn.com), 29 Mar. 2019.
3. “Westpoint founder’s attempt to blame lawyer thrown out of court”,
(investsmart.com.au), 21 Sept. 2013.
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Westpoint. The financial planners typically raised $10 million
to $15 million each for Westpoint and earned an unusually
high 10 per cent split of commissions.
In parliament on the 29 March 2006, Minister for Finance
and Administration representing the Treasurer, Liberal Senator Nick Minchin, was asked why the government had failed
to act on urgent and specific warnings the Treasurer had received about Westpoint from the Western Australian government in mid-2002, when it could have acted to regulate the
“promissory note” products Westpoint was spruiking. As usual for the government, Minchin handballed responsibility, saying it was a “matter for ASIC” to conduct regulatory activities.
Global Big Four accounting firm KPMG came under fire as
Westpoint’s auditor and for KPMG’s dubious links to a Westpoint director,4 but this hasn’t stopped ASIC paying KPMG
$440,000 to conduct an inquiry into the role of directors of
Sterling First—which includes former Westpoint director Simon Bell! Nor has ASIC objected to the fact that through a
recent acquisition, KPMG are now Sterling’s administrators.
Finchley
In 2006, Kebbel changed its name to Finchley and raised
another $40 million from the public to be on-lent to property developers, in a managed investment scheme comprising two trusts.
One of these, Gilead Trust, raised $25 million for the development of the Gilead Retirement Resort in NSW. The 12
May 2008 Australian reported Finchley was paid 11 per cent
commissions for its role ($1.6 million in a two-month period
alone), and that Gilead’s developer had spent the entire $25
million raised for construction without building a single unit.
The other, Riverside Pier Trust, raised $16 million to develop
the Riverside Pier Hotel on the Swan River in Perth.
A 22 September 2009 federal court judgement found
Finchley had contravened the terms of its product disclosure
statement, was likely insolvent, failed to lodge audited financial statements, and did not maintain an insurance policy covering professional indemnity and fraud by its directors; the
judgement noted the prospects of investors getting any returns
from Finchley were slim. The court observed Finchley director Simon Bell had a clear conflict of interest in the scheme,
as he was also a director with substantial control over the developer of the Riverside Pier Hotel project. Finchley was ordered to be wound up, and Bell evidently moved on to his
next scheme, Heritage, which would become Sterling First.
Heritage
After the wreckage of the Westpoint and Finchley schemes,
Simon Bell and other Sterling leaders set up investment company Heritage, which Denise Brailey reports cost hundreds of
investors $15 million in a fake share scandal. Brailey reports
that ASIC held meetings with Heritage in 2012 and 2013,
but permitted the company to change its name to Sterling in
2013, with full knowledge that the share listing Heritage had
promised had never taken place.
Sterling
In 2015 Sterling (formerly Heritage) initiated its “rent
for life” investment scheme, targeting elderly retirees. Brailey reports that Sterling directors and their lawyer Andrew
Shearwood (identified in court as having suggested Westpoint’s promissory finance notes scheme to Bell years earlier)
were meeting with ASIC in 2015 and 2016, relating to their
4. Adam Schwab, “Westpoint paper trail snares KPMG”, (crikey.com.
au), 18 Aug. 2009.
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proposal to list on the Australian Stock Exchange, and ASIC
lawyers assisted Sterling with its Product Disclosure Statements obligations, which “were intentionally never given to
elderly victims before they signed up and handed over their
life savings”. So not only did the regulator turn a blind eye to
Sterling’s directors, who were well known to ASIC for having
been embroiled in numerous financial scams dating back to
the 1990s, it assisted Sterling to carry out its predatory scam
in 2015-16—even though Brailey reports ASIC had acknowledged complaints about Sterling in 2015.
Protected white-collar crime
It is evident that Australia’s financial regulators ignore financial Ponzi schemes like Westpoint, Kebbel/Finchley, Sterling
and others that cost Australian citizens hundreds of millions
of dollars when they collapse, while the directors who are often serial Ponzi offenders are never charged. Government policies have protected and enabled corruption in the financial
system, as exposed by Dr Wilson Sy, who writes that “[t]he
collusion of government legislative power with private bank
economic power satisfies the general definition of fascism.”
The government consistently refuses to accept responsibility for the predictable outcomes of its policies, as evidenced by the catastrophe of another failed managed investment scheme founded in 1999, agribusiness juggernaut Timbercorp, which Simon Bell invested in through his company
Jase Nominees, which is also a shareholder of Sterling subsidiary Acquest. Over 18,500 Australians sunk more than $2
billion into the scheme, taking on loans from Timbercorp Finance to buy Timbercorp products, on advice from their financial advisors and accountants who were paid large commissions to spruik Timbercorp. Timbercorp’s directors scored
millions of dollars in cash, consulting agreements and shares
which were offloaded before Timbercorp’s 2009 collapse.
ANZ was a key profiteer and influential player in the scandal. After Timbercorp’s collapse, mum and dad investors owing hundreds of millions of dollars in loans for worthless products and accrued interest on their debts were pursued aggressively in the courts by Timbercorp’s liquidator KordaMentha,
acting on behalf of creditors including ANZ.
The 8 November 2014 Sydney Morning Herald reported
that red flags, whistleblower reports and explosive internal
documents were raised about Timbercorp years before its collapse, which “raise[d] questions about the role of ANZ, ASIC,
the research houses who rated Timbercorp’s flawed products
and the financial planners who made a killing on flogging
Timbercorp’s schemes.”
But in parliament on 18 June 2014, Acting Assistant Treasurer Senator Matthias Cormann emphatically denied that the
Liberal government, as the architect of managed investment
schemes in Australia, bore any responsibility for the regulatory and policy failures surrounding Timbercorp and “completely reject[ed] the assertion that ‘many financial advisers’
have done the wrong thing”, blaming a few “bad apples”.
Brailey reports that Cormann later refused to meet with Sterling First victims.
Denise Brailey observes that Prime Minister Scott Morrison
was Treasurer from September 2015 to August 2018—during
which time he was presumably briefed about Sterling in Treasury’s monthly meetings with ASIC. Yet Morrison did nothing
to regulate to prevent the ruin of elderly Australians embroiled
in Sterling’s schemes before it collapsed in 2019. “Mr Caveat Emptor” Morrison, who voted 26 times against the Financial Services Royal Commission, continues to run a protection racket for organised white-collar crime while failing in his
legislated duty to serve the interests of the Australian public.
9 June 2021
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Sterling victims demand Senate inquiry
By Melissa Harrison

Elderly Australians ripped off in the Sterling First scandal are demanding a Senate Inquiry into the scheme which
fleeced more than 140 of them of millions in life savings,
and has left them facing homelessness. The victims, predominantly based in Mandurah, Western Australia, have been
abandoned by the Morrison government and ignored by
their local federal Member of Parliament, who, shockingly,
is sending them letters asking for money!
In 2015, the Sterling First Group began raising funds
from retirees who wanted to downsize their home, convincing them to pay a lump sum of $250,000-$300,000 as
up-front rent for the rest of their lives. Sterling brokered forty-year rental contracts between the retirees and their landlords, but did not disclose the risks of what was actually a
convoluted managed investment scheme. By the time Sterling collapsed into administration in 2019, over 140 elderly
tenants discovered they were “investors” and had lost millions in life savings. After a controversial 1 June 2021 Western Australian Supreme Court ruling which found in favour
of their landlords, they now face imminent eviction.
The Sterling disaster highlighted the abject failure of the
corporate regulator, the Australian Securities and Investments Commission (ASIC), to stop serial financial predators
from preying on vulnerable Australians. Sterling’s ringleaders were involved in numerous financial scandals and Ponzi
schemes dating back to the 1990s, costing mum and dad investors hundreds of millions of dollars through exploitative
and deceptive financial practises, yet ASIC overlooked Sterling’s obvious red flags, and ignored complaints which were
made as early as 2015. (AAS, 2 June 2021.)
As reported in the 9 June 2021 AAS, ASIC’s failings were
entirely by design. Decades of deliberate government policies based on a neoliberal, pro-deregulation agenda are directly responsible for the Sterling disaster and others like it.
These policies left the door wide open for serial white-collar
criminals to scam Australians out of hundreds of millions of
dollars and walk away, on to their next predatory scheme.
The extreme pressure of the 2018 Financial Services Royal Commission forced the Turnbull government to legislate
new penalties and powers for ASIC, which came into force
in March 2019. As the Citizens Party has documented, there
is evidence that former ASIC Chair James Shipton and Deputy Chair Daniel Crennan, who came to ASIC during the period of the royal commission, intended to use the full extent
of these powers to step up enforcement actions though the
courts. However, in a compelling parallel to the removal of
Australia Post CEO Christine Holgate, Shipton and Crennan
were forced out of office by Treasurer Josh Frydenberg in October 2020 on a contrived “expenses scandal”. Frydenberg
replaced Shipton and Crennan with former Deutsche Bank
lawyer Joe Longo, who the 3 June 2021 AFR noted “will
be the ‘business-friendly’ regulator” Frydenberg “craved”.
Frydenberg publicly criticised ASIC for its failings while simultaneously making structural changes to once again kneecap the regulator—evidence of the government’s ongoing
protection of white-collar crime.
Founder of the Banking and Finance Consumers Support Association and head of the Sterling Disaster Support
Group, Denise Brailey, has collected documentary evidence
proving ASIC’s negligence in the Sterling debacle, and is demanding the government urgently pay $18 million to cover the elderly tenants’ losses. Brailey and the Sterling victims are calling for a Senate Inquiry into the Sterling affair
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and a Royal Commission into ASIC. This would be a terrifying prospect for Frydenberg and the neoliberals in the Morrison government!
Sterling victims failed by MPs
The Sterling victims have taken their case to a number
of Morrison government Ministers, two of whom are their
local MPs, but to no avail. Ben Morton, the Assistant Minister to the Prime Minister and Cabinet and the local Member for Tangney, met with Sterling victims and reported back
that he has written to Treasurer Josh Frydenberg on their behalf. However, the authenticity of Morton’s advocacy is dubious. He is ideologically opposed to regulation which could
have stopped the Sterling debacle, and, as head of the Morrison government’s Deregulation Agenda, is in charge of axing regulation which could prevent a similar disaster in future! In a 2 October 2020 press release, Morton announced
his “long-held view” is that the government’s “starting position should always be not to regulate.” (Emphasis added.)
Sterling victims have repeatedly contacted Treasurer Josh
Frydenberg, and handed 110 letters to him in person during
his 22 April 2021 visit to WA, but without response. Given
Frydenberg was evidently willing to oust the heads of ASIC
for intending to litigate financial crime, it’s no surprise that
he has ignored the desperate plight of elderly Australians
who are victims of predatory financiers.
As the majority of Sterling First victims are in the Mandurah-centred electorate of Canning, their local federal MP
is Assistant Defence Minister Andrew Hastie, who is too busy
whipping up hysteria about China to advocate for his own
constituents. Hastie made an early speech in Parliament on
16 September 2019 about the “heartbreaking” Sterling disaster, revealing he was well aware that the Sterling Group’s
“fraudulent behaviour” had stripped vulnerable senior Australians of their life savings, and that they were in danger of
homelessness. Yet, despite his office being directly briefed
on the particulars of the Sterling disaster, and his public expressions of concern, Hastie has refused to get involved in
any meaningful way. Instead, he has been sending letters to
the Sterling victims in his electorate asking them for money
for his Quixotic crusade against China!
In a 14 June 2021 letter received by Sterling victims, replete with militaristic language, Hastie asked for funds to
support his next election campaign, hyping the threat from
“authoritarian states”. Due to his relentless obsession with
China, Hastie is ignoring the suffering in his own backyard
and is even prepared to sabotage the iron ore trade with China that underpins WA’s entire economy! When WA Premier
Mark McGowan criticised PM Scott Morrison for “needlessly jeopardising” jobs with “alarmist rhetoric about China”, instead of standing up for his state’s economy, Hastie
snarled that McGowan had “exceeded his brief and level of competence”. Meanwhile, Hastie’s desperate elderly constituents have had to turn to McGowan to intercede
with Frydenberg on their behalf, Denise Brailey reports, because Hastie has failed his own “brief” to represent the interests of his constituents.
Given ASIC’s blatant failings, the government is morally
liable for the $18 million of Sterling losses, and should pay
up to ensure they aren’t forced out of their homes. All Australians should back the Sterling victims’ demands for a Senate inquiry and a Royal Commission into ASIC, to keep exposing the failings and criminality until we clean up the financial system properly.
30 June 2021
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Tenants and landlords of Sterling scandal speak out
By Melissa Harrison

The Sterling First rent-for-life scandal has all the hallmarks of a sophisticated white-collar crime operation involving the banks, a Big Four auditor, financial professionals, experienced Ponzi scheme artists, and the Australian Securities and Investments Commission (ASIC). As
well as fleecing elderly tenants out of millions in life savings, Sterling conspirators roped unsuspecting landlords
into an inflated mortgage debt scandal, with the complicity of all the major banks.
Beryl and Ray: the tenants’ story
Beryl and her husband Ray are retirees who first heard
about Sterling through an advertisement in the January
2016 Sunday Times. They were looking to downsize their
home and Sterling’s rent-for-life offer was a financially attractive option compared with the expense of a retirement
village. As part of her due diligence, Beryl searched the registers of ASIC and called the regulator to ask if there were
any red flags about Sterling, and was advised that ASIC had
no concerns about the company. (Notably, founder of the
Banking and Finance Consumers Support Association and
advocate for Sterling victims, Denise Brailey, reports ASIC
had acknowledged complaints about Sterling in 2015.)
Beryl and Ray then sold their home and travelled Australia for a year, after which they signed up to Sterling.
Like the other 140 elderly people targeted by Sterling for
their $250,000-$300,000 in life savings, Beryl and Ray
paid Sterling a lump sum as up-front rent for the rest of
their lives. The home was in a new development in Ravenswood and was owned by Acquest, a Sterling Group subsidiary headed by Ryan Jones, the son of Sterling founder
Ray Jones. Discharged from bankruptcy in 2015, Ray Jones
had been involved in other financial scandals in which
mum and dad investors lost millions. (AAS, 11 June 2021.)
In February 2017, Beryl and Ray sat down with Ryan
Jones to sign a forty-year REIWA (Real Estate Institute Western Australia) rental agreement split into five-year leases,
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Defiant Sterling First victim Beryl at a public protest demanding the government pay compensation for ASIC’s failure to stop the serial offenders at
the company from ripping off more people. Photo: Screenshot

which they were told could be cancelled at any time if they
chose. As part of the agreement, the retirees would pay an
additional $125 per week rent to Acquest for seven years,
and after that be rent-free. Beryl and Ray were informed
their money would be held in a trust, and that their children would be the beneficiaries of any unpaid rent money. Beryl recalls the lease document was ninety-eight pages long and the signing process took two and a half hours.
At no time during the sign-up did Ryan Jones mention their rental agreement was actually part of a convoluted managed investment scheme. Beryl emphatically
says she does not believe in investing and would never
have agreed to the scheme. In previous employment, she
had refused the offer to buy shares in the companies she
worked for, and was vindicated when she later watched
them “go down the gurgler”.
Consumer advocate Denise Brailey describes the Sterling sign-up process as a cleverly orchestrated fraud. Sterling victims were told their money was going to be held
in a trust, but this was false—the bank account had simply been named the “Sterling Income Trust”. Twenty-one
14 July 2021
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days after signing, Beryl and Ray received a large bundle of paperwork. Sterling’s Product Disclosure Statement
(PDS), a legally required document disclosing risks to investors, was cleverly concealed in the bottom of the pile
as glossy promotional material. Brailey reports that ASIC’s
lawyers were assisting Sterling Directors to develop their
PDS in 2015-16.
Sterling collapses
In August 2018, neighbours in Beryl’s development,
who were also Sterling sign-ups, told her that ASIC representatives had been knocking on doors asking if everything was alright with their Sterling rental, while, curiously, assuring the tenants that everything was fine. Beryl and
Ray were not contacted by ASIC. Brailey has evidentiary
documentation showing that one of ASIC’s doorknockers
was Alex McVey, an ASIC lawyer/investigator who went to
work for Big Four auditing firm KPMG in February 2019.
In May 2019, Sterling collapsed and administrators
Ferrier Hodgson were appointed. Shortly after, KPMG
swooped in and acquired Ferrier Hodgson, taking over the
role of Sterling’s liquidators. Eight months after Beryl and
Ray moved in, Ryan Jones purportedly transferred ownership of the property to Taboref, a company owned by
real estate agent Greg Penn, although there are questions
over documentation and the validity of the alleged purchase. Beryl and Ray were unaware of the property transfer and had continued to pay rent to Acquest. Although
Beryl and Ray’s rental agreement is a valid REIWA lease,
Penn has commenced court proceedings against Beryl and
Ray to evict them.
Despite receiving $440,000 from ASIC to inquire into
the Sterling matter, KPMG has never produced a report or
spoken to any tenants or landlords, and has been extremely secretive. At times, KPMG’s behaviour has been truly bizarre. Early in 2021, a benefactor offered to purchase Beryl and Ray’s property and allow them to live there for the
rest of their lives. KPMG’s contact for Sterling queries, Rassoul Khomeini, assured Beryl that this would be fine and
told her to go ahead with organising the purchase. Beryl
emailed KPMG twice to ask for more information, with no
response. Two weeks later, Beryl called KPMG and angrily demanded to speak to a superior. She was transferred
to someone who claimed to be the CEO of KPMG. Beryl
was informed that Khomeini had left KPMG and could not
help her, and that the benefactor could not buy the property as KPMG had given it to Greg Penn.
Aftermath of Sterling a ‘living nightmare’
Beryl says the aftermath of the Sterling collapse has
been a “living nightmare”. Not only are their life savings
gone, but Beryl and Ray have been relentlessly harassed
and threatened by lawyers and associates of Ray Jones.
They have received threatening phone calls and hostile
emails from various people claiming to be Greg Penn, who
send Beryl and Ray documents which all have different
signatures. Another man, who is an award-winning real
estate agent and former REIWA board member, has been
present at Sterling creditor meetings and has told Beryl
that he sells houses for Ray Jones. This man has relentlessly harassed Beryl and Ray, claiming that he was the owner
of the property, and demanded they hand over the house
keys. A “For Sale” sign was put up outside their home and
disappeared a few weeks later. The former REIWA board
member then made threatening phone calls to Beryl and
Ray, claiming they had stolen the sign. KPMG have also
Australian Alert Service
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Top: Elderly Sterling First
victims at a creditors’
meeting. Right: A Sterling First advertisement
spruiking the rent-for-life
scheme. Photos: Screenshots

been pressuring the
retirees to pay large
utility bills that are
in Acquest’s name.
Beryl and Ray
have had to increase security around their home: changing locks, installing security screens and cameras. Their
cameras filmed associates of Ray Jones coming onto the
property and searching around their home while Ray and
Beryl were at a close family member’s funeral.
Beryl has repeatedly contacted her political representatives about the distressing situation, including Assistant
Defence Minister and Liberal MP Andrew Hastie. Although
Hastie has publicly professed concern for his Sterling constituents, he has failed to show up to Sterling victims’ meetings and has refused to get involved in any meaningful
way. Beryl says that there are often Sterling victims protesting outside Hastie’s office, but Hastie “hides” and refuses to speak with his elderly constituents.
Beryl and several other Sterling victims “scrimped
and saved” to buy tickets to Treasuer Josh Frydenberg’s
22 April 2021 speaking event at Perth’s Crown Casino.
Afterwards, Beryl and her companions pushed their way
through the crowd to press 110 letters from Sterling victims
into Frydenberg’s hands, imploring him to read them. Although Frydenberg assured Beryl that he would read each
letter, he has never responded. Afterwards, Beryl and her
companions were overheard talking by the Assistant to the
Prime Minister, Liberal MP Ben Morton, who promised to
write to Frydenberg on their behalf. Morton also has constituent landlords affected by the Sterling disaster, and although he wrote to Frydenberg, the Treasurer has never
responded to Sterling victims, nor is there any evidence
he has responded to Morton.
Matt: the landlord’s story
Unlike Beryl and Ray, whose house was owned by Sterling Group subsidiary Acquest, other Sterling houses were
privately owned. Some landlords were long-time associates of Ray Jones, and Brailey reports that some, like Greg
Penn, had reportedly loaned Jones large sums of money.
Other landlords, however, were everyday people who were
drawn into the Sterling rent-for-life scam, like Matt, a man
in his thirties who bought a Sterling investment property
on the advice of his financial advisor.
In January 2016, Matt’s financial advisor recommended
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he purchase a Sterling property in Ashby, Western Australia, as a cash-flow positive property investment—Sterling’s “top up agreement” promised inflated rental returns of $625 a week. Matt signed a twenty-year rental
agreement, broken up into five year leases. He was told
his tenant had paid a lump sum to Sterling as an investment, and that Sterling would pay the rent out of the investment returns.
Matt’s Sterling tenancy agreement commenced in September 2016 and rent was paid without issue until April
2019, when a rental payment was missed. Sterling assured
Matt that this was a glitch caused by the public holiday,
however the next month Matt found out that Sterling had
gone into administration.
Sterling ‘investment’ an orchestrated scam
Examining the background of Matt’s Sterling “investment” property reveals the shocking extent of deceit and
orchestration.
Unbeknownst to him, Matt’s financial advisor was actually a Sterling New Life Principal Agent, and has fronted advertisements for Sterling products in local newspapers. At his suggestion, Matt submitted an expression of
interest about Sterling to PRG Property Investments, a
property marketing and consulting company. PRG brokered the entire arrangement between Matt, Sterling, the
tenant, and the property developer. The head of PRG is
Michael Grace, a former Property Consultant with Armstrong Jones, a company founded by Sterling founder Ray
Jones. In an example of the Sterling scheme’s level of coordination and planning, Matt met his financial advisor at
the 2015 property expo in Perth. The advisor was standing next to the PRG stand, but did not give Matt any indication he was connected to PRG. Notably, PRG’s website
offers opportunities for “Referral Partners”, which include
mortgage brokers, accountants and financial advisors, but
doesn’t disclose any such arrangements that are in place.
PRG organised Matt’s purchase of the house and land
package from Endeavour Properties, a company headed
by the co-head of Gemmill, the property’s builder. Matt’s
financial advisor also recommended his settlement agent,
who a 2015 PRG social media post reveals was “PRG’s
recommended Settlement Agent”. He also recommended
the mortgage broker who arranged Matt’s mortgage with
the Commonwealth Bank (CBA). CBA valued the property at $460,000. After Sterling collapsed, Matt engaged
another company to re-value the property, and it came in
at $360,000.
This inflated property valuation was common to all Sterling landlords, even though their mortgages were with different Big Four banks. Brailey has condemned this “debt
scandal”, and asks: “how did the Banks all manage to make
the same ‘mistake’ that advantaged the banks re every payment made, and approve mortgages that were $100,000
more than the average value of similar mini homes and
blocks of land?”
Sterling landlords were scammed for extra interest payments on the $100,000, in a scheme apparently coordinated amongst the banks. Crucially, financial engineering designed by Sterling Director Simon Bell convinced the landlords to pay the banks’ inflated values—indicating coordination between Sterling ringleaders and the major banks.
Brailey reports Bell was the actuary who designed Sterling’s complicated “investment formula”, which falsely manipulated data to convince landlords that Sterling’s promised rental returns would match their inflated
citizensparty.org.au
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Sterling First founder Ray Jones has been involved in financial schemes
since the 1980s, and was only discharged from bankruptcy from his latest
failure in 2015, the year he started Sterling First with ASIC’s help. Photo:
Screenshot

mortgage commitments to the banks. The AAS has documented Bell’s involvement in numerous other financial
schemes in which mum-and-dad investors lost hundreds
of millions of dollars, including Bell’s key role in designing the investment products of the $680 million Westpoint
Ponzi scheme, in which KPMG played a key role as auditor. (AAS, 9 June 2021.)
Landlords and tenants kept in the dark
Brailey reports that Sterling intentionally kept landlords
and tenants in the dark, including by forging tenant signatures against the inflated rents. Landlords were unaware
their tenants believed the rent cost was around $280 per
week. According to Brailey, Sterling concealed the truth
from both parties by splitting up the lease agreement. The
tenants signed one section when handing over their life
savings. Five days later, Simon Bell filled in another section
with an inflated rent figure calculated to match the landlord’s mortgage commitment, which the landlord signed.
Sterling’s collapse took the tenants’ life savings with
it, but they still had valid REIWA leases. Landlords still
had mortgages to pay, with tenants who could not afford
to pay them rent. A 1 June 2021 Western Australian Supreme Court ruling on Sterling acknowledged that both
parties were innocent victims, but ruled in favour of the
landlords. Matt’s elderly tenant has not paid rent since
April 2020, and as Matt’s partner has recently left work to
look after their newborn baby, his family is under significant financial pressure. Matt has repeatedly tried to contact KPMG for information and to request essential documents, but has been ignored.
Sterling was a sophisticated operation involving major
banks, a Big Four auditor, numerous financial professionals, and Ponzi scheme artists well known to ASIC. ASIC
not only turned a blind eye, but actually assisted the predatory scam. All Australians should back the Sterling victims’ demands for a Senate Inquiry into the Sterling Group
and a Royal Commission into ASIC—we must expose the
criminality and regulatory failings to clean up Australia’s financial system. Sterling advocate Denise Brailey, a trained
criminologist, is currently putting the finishing touches on
a report for the Western Australian fraud squad.
14 July 2021
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KPMG’s dubious track record

The 18 February 2020 AFR reported that a parliamentary grilling from Greens Senator Peter Whish-Wilson had revealed that Big Four auditing company KPMG
failed to raise concerns about companies it audited
shortly prior to their collapse. KPMG had also been the
subject of extensive litigation for its audit quality and
advice given to collapsed companies, but denied that
the level of litigation was a metric for its audit quality,
instead suggesting that litigation funders and class action law firms were to blame. Conveniently for KPMG,
Treasurer Josh Frydenberg recently introduced controversial legislation which has made it difficult, if not impossible, for non-profit organisations to bring class actions. (AAS, 7 July 2021.)
When the Sterling Group collapsed in May 2019,
an administrator from Ferrier Hodgson was appointed,
named Martin Jones. Shortly afterward, KPMG swooped
in and acquired the company, appointing themselves

Sterling’s liquidators. Curiously, Jones has been appointed administrator for numerous companies which KPMG
advised or audited prior to their collapse. This includes
Forge, Mirabela Nickel, Arrium, Gunns, Allco, and Great
Southern, a massive agri-investment scheme for which
KPMG had provided an “independent expert” nod of
approval only a few months before its catastrophic collapse. Martin Jones was also the administrator for Westpoint, a catastrophic property Ponzi scheme which involved Sterling Director Simon Bell, and KPMG as Westpoint’s auditor. Martin Jones, now of KPMG after Ferrier’s acquisition, was recently holding creditor meetings for Westpoint subsidiaries at the same time as acting as Sterling’s administrator. Ferrier Hodgson has audited numerous companies which KPMG advised or audited prior to their collapse, some of which have been
the subject of legal action against KPMG, including Nylex, CP1, Equititrust and Octaviar.

Sterling cover-up goes all the way to the top
By Melissa Harrison

The extraordinary cover-up of the Sterling First rent-forlife scandal reaches to the highest levels of government. The
dubious involvement of the regulator, the Australian Securities and Investments Commission (ASIC), its lies to parliament
and inexplicable protection of Sterling’s predatory schemers
raises serious questions—what is really going on behind the
Sterling scandal? A Senate inquiry into ASIC and the Sterling
Group is urgently needed to expose this sophisticated whitecollar crime operation involving the government, the banks, a
Big Four auditor, experienced Ponzi scheme artists, and ASIC.
Sterling schemers go way back
The ringleaders of the Sterling First scandal are experienced Ponzi schemers and appear to have friends in high
places. Ray Jones, founder of Sterling First, is a former bankrupt and has been a key figure in financial scandals such as
the 1990s Rural Property Trust (RPT). A central character in
Jones’s scheme was Ken Court, brother and son of former
Western Australian Premiers Richard and Charles Court. Financial mogul Kerry Packer held a one-time controlling interest in Ascot, the parent company of Jones’s RPT. The Australian Securities Commission (later ASIC) quietly dropped
charges against Jones and other RPT directors in 1995, claiming there was not a realistic prospect of conviction.
Another Sterling director was Simon Bell, a key figure
in the disastrous Westpoint property development Ponzi
scheme. Big Four global accounting firm KPMG, appointed by ASIC to audit Sterling, came under fire for its role as
Westpoint’s auditor and its former association with a Westpoint director. Advocate for Sterling victims and founder of
the Banking and Finance Consumers Support Association,
Denise Brailey, warned ASIC about Westpoint in 2001, but
the regulator’s inaction permitted the scheme to continue
until it collapsed in 2006 with total losses of $680 million.
The Sterling First collapse can be traced back to the Westpoint disaster, as the instigators were all known to each other. Simon Bell and other Westpoint directors served alongside key Sterling personnel, including founder Ray Jones,
as directors of Western Australia’s Settlers retirement villages during the period of 1998-2012.
Australian Alert Service
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The collapse of Sterling First made a huge splash when it happened in
2019, especially in the WA press, but nothing has been done. The victims
include former champion Carlton footballer Peter Bosustow and his wife
Shelley.

ASIC’s protection racket
Sterling’s directors, including Jones and Bell, were well
known to ASIC because of their involvement in Westpoint
and numerous other financial Ponzi schemes which included a fake bank and failed property development projects.
In 2010, Bell and Jones set up Heritage, an investment
company which raised $15 million from 600 investors by
falsely claiming it was going to be listed on the ASX. Brailey
reports that although ASIC was aware Heritage had fleeced
millions in its fake share scandal, the regulator permitted the
company to change its name to Sterling in 2013.
Brailey reports that in 2014-15, ASIC’s lawyers were assisting Sterling’s directors to rewrite their defective “Product
Disclosure Statements” (PDS), legally required documents
disclosing risks to investors, as they breached numerous corporate laws. In parliamentary hearings, ASIC commissioners would later claim that they had believed Sterling was
outside their purview, because they thought it was a real
Vol. 23 No. 29
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estate business model. However, ASIC’s earlier assistance to
Sterling directors proves that when the Group’s rent-for-life
scheme was initiated in 2015, ASIC was well aware it was
a financial product and under ASIC’s regulatory jurisdiction.
Brailey has evidentiary documentation proving ASIC was
also aware that the Sterling Group’s scheme enticed elderly
retirees to sell their homes and use their life savings to pay
forty years’ rent in advance. In 2015, ASIC contacted WA
Consumer Protection (CP) to notify them that Sterling’s original 99-year lifetime leases were illegal under state law, and
asked CP to ensure Sterling corrected the oversight by splitting up the leases into five-year lots. ASIC’s handy compliance tip-off enabled Sterling directors to keep their scheme
going.
Brailey reports WA Consumer Protection continued to
communicate their concerns about Sterling to ASIC, including an invitation to join CP in observing a Sterling seminar
in December 2016, which ASIC refused.
Despite their evident knowledge to the contrary, ASIC
continues to insist that Sterling First victims were not tenants, but investors. ASIC commissioners have lied in parliamentary hearings, claiming that they first became concerned
about Sterling’s activities when alerted by the Western Australian Department of Commerce in March 2017.
ASIC waited until August 2017 to issue a stop order on
Sterling’s products. However, the regulator just looked on
as Sterling side-stepped the order and continued to sign up
retirees under a different company name. A further $11 million was taken from retirees in the period after ASIC’s stop
order until Sterling’s collapse in May 2019.
Sterling victims have been given the run-around by regulators and the government. As revealed in a 19 March 2021
parliamentary hearing, ASIC had insisted that Sterling victims should go to the Australian Financial Complaints Authority (AFCA) for help. However, a court case later revealed
that it is legally outside of AFCA’s jurisdiction to investigate
these complaints. Moreover, the government had not provided AFCA with any funding to even investigate complaints!
Brailey reports that Sterling victims have been cruelly misled by the government’s promises of an eventual compensation scheme, which has dragged on for two years. On 16
July 2021, Treasury released draft legislation for the muchpromised Compensation Scheme of Last Resort, but Sterling
victims do not fall within its scope.
Sterling scandal is far-reaching
The Sterling scandal is far-reaching and goes beyond the
rent-for-life scheme. Financial professionals such as mortgage
brokers, settlement agents, property consultants and financial
advisors were involved in every step of drawing unsuspecting
landlords into buying a Sterling investment property. There
are indications of coordination between Sterling ringleaders
and all the major banks in a mortgage debt scandal. Financial engineering designed by Sterling director and actuary,
Simon Bell, convinced landlords to pay the banks’ inflated
values for their investment properties. (AAS, 14 July 2021.)
In addition, there are serious questions over the role of
KPMG. ASIC gave KPMG $440,000 to investigate the directors of Sterling, despite the fact that KPMG and Sterling
director Simon Bell were both involved in the Westpoint
Ponzi scheme. KPMG has still not produced a report or interviewed a single landlord or tenant.
In August 2018, ASIC sent door knockers around to Sterling tenants, asking them if everything was alright with their
rental agreement. One was an ASIC lawyer/investigator who
went to work for KPMG several months later. Brailey reports
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Administrator Ferrier Hodgson’s diagram of the Sterling Group’s complex
structure, which its victims could never have hoped to unravel. Photo: Twitter

that curiously, KPMG has not permitted Sterling’s tenants or
landlords to be deemed creditors.
When Sterling collapsed in May 2019, an administrator
from Ferrier Hodgson was appointed, named Martin Bruce
Jones. Shortly afterward, KPMG swooped in and acquired
Ferrier Hodgson, appointing themselves Sterling’s liquidators. Curiously, Martin Jones has been appointed administrator for numerous companies which KPMG advised or audited prior to their collapse. This includes Great Southern, a
massive agri-investment scheme, for which KPMG had provided an “independent expert” nod of approval only a few
months before its catastrophic collapse. Martin Jones was
also the administrator for Westpoint, and was recently holding creditor meetings for Westpoint subsidiaries at the same
time as acting as Sterling’s administrator.
Macquarie Bank’s involvement
The Sterling Group had a convoluted business model
involving not only the rent-for-life scheme, but also property development, investment and management. ASIC has
confirmed that the Sterling Group “pioneered” the concept
of a long-term residential lease “coupled with the business
model of property investment involving the aggregation
of rent rolls.” As well as operating the Sterling rent-for-life
scheme, the Group had acquired a rental property management or “rent roll” business, which grew to 3,500 properties at its peak.
Sterling directors boasted to their staff that it was a certainty that their rent roll would eventually encompass a third
of all rental properties in Australia. Brailey observes that the
ambitious project would have required politically-connected backers, and would have been highly lucrative if it had
succeeded. Notably, the well-known financial alchemists at
Macquarie Bank had been the Group’s lender from 2014,
which gave Macquarie a first ranking security over all present and future rent rolls. One of Sterling’s ringleaders, Robert Marie, was a former state manager for Macquarie and
managed the bank’s Cash Management Trust.
After Sterling’s collapse, Macquarie Bank, as the Group’s
secured creditor, sold the valuable rent roll at a bargain price
to Yolk Property Group in November 2019. Several weeks
prior to the sale, Yolk established a new property investment
arm which offers mezzanine finance products, a type of investment which was key in the Westpoint Ponzi scheme.
Sterling ringleader Robert Marie was also a key player in a
fractional property investment scheme which is still operating, BrickX. BrickX was founded at the same time as Sterling,
reportedly “worked closely with ASIC” to launch its product, and also involves mortgages financed by Macquarie.
21 July 2021
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Paradise Regained for white-collar criminals
29 Sept.—How many politicians will stand by
while the Treasurer and corporate regulator
deliberately unleash the big banks and all
other financial predators onto unsuspecting
Australians? Although there are still tens of
thousands of ruined victims who remain uncompensated
for the myriad financial abuses that led to the 2018
banking royal commission, Treasurer Josh Frydenberg’s
handpicked appointment to chair the Australian Securities
and Investments Commission (ASIC) is loudly proclaiming
to the financial sector that caveat emptor—let the buyer
beware—is back. The clear message Joe Longo is sending
to the banks etc. is if you rip off unsuspecting grandmothers,
ASIC’s default assumption will be that it is the victim’s fault.
Longo delivered his message in a 21 September speech
to the Association of Financial Advisers conference, but it
would have been heard in every bank boardroom in Australia—hell, the speech was probably written in those boardrooms. Under the headline, “ASIC to investors: ‘take responsibility’”, that day’s Australian Financial Review reported:
“Oversight of the financial advice industry would ‘not
increase’ under his watch, he said, breaking with predecessors seen as hostile to the industry and unsympathetic
to the rising costs of doing business.” This was a reference
to Longo’s predecessor James Shipton and his deputy Daniel Crennan, who in 2019 had said of ASIC’s relationship
with the banks: “We should be feared.” There’s no danger
of that anymore. Longo has already said that Commissioner Kenneth Hayne’s “why not litigate?” directive that Shipton and Crennan had taken seriously, by stepping up prosecution of bank crimes in court, has “had its day”; now his
message to the sector is go your hardest.
AFR continued: “He announced ASIC would release new
guidelines to help the industry ditch its ‘unduly conservative’
approach to compliance and stop producing unnecessarily long-winded legal documents to clients. But he warned
that a more deregulated market put the onus on investors
to be informed about the advice they receive and the risk
of market losses. ‘When a consumer comes to seek financial advice there needs to be some effort on their side to
understand the risks involved in any investment,’ Mr Longo said. ‘People who seek advice have a responsibility to
inform themselves.’ The legal obligation is not ‘all on the
advisers’, he added.”
The doctrine of caveat emptor means “let the buyer beware”; when it comes to handing over your life savings, of
course every “buyer” is wary, but if they are dealing with
financial predators they are unfairly matched. The entire financial system from top to bottom is based on scheming
ways to extract financial flows from everyday people and essential services. As UK peer Lord Forsyth of Drumlean memorably observed in a 2013 House of Lords debate: “investment bankers are extremely adept at getting between the
wallpaper and the wall.” At the top you have bankers like
those at the Macquarie Bank “millionaire factory” who extract enormous profits from persuading governments to let
them whack tolls on essential infrastructure; at the bottom
you have sales staff chasing targets and bonuses, and getrich-quick schemers, who have perfected the art of persuading vulnerable grandmothers to hand over their nest eggs.
In the case of the collapse of the Timbercorp managed
investment scheme, investors were unaware that Timbercorp
was paying commissions to the financial advisors who were
talking them into ploughing their savings into the scheme.
Australian Alert Service
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In the current case of the
collapse of the Sterling
First rent-for-life scheme,
the directors targeted the
140 or so elderly pensioners and retirees with very
sophisticated pitches, offering them all the reassurances in the world and cajoling them into signing paperwork that they thought
were rental agreements but
was actually a managed ASIC chair Joe Longo is turning
investment scheme in dis- Australia into a paradise for whiteguise, with a product dis- collar criminals for a second time.
Photo: Screenshot
closure statement that the
company hid from the victims. Yet the victims didn’t know
they were investors, and had no intention of becoming investors. Some even contacted ASIC first to ask if there were
any red flags they should know about, only to be reassured
by ASIC that there weren’t any, despite ASIC knowing that
Sterling directors had a history of failed financial schemes.
For those victims, caveat emptor is an excuse for letting the
predators get away with it.
Disgustingly, at this same conference where Longo signalled to the financial sector that the leash was off, the government, through Senator for Bankers Jane Hume, delivered a message to financial victims that they would have to
jump through hoops to ever get compensated. Hume emphasised that the new Compensation Scheme of Last Resort (CSLR) will be very hard to access. “[The scheme] is a
final safety net in the compensation arrangements framework”, AFR quoted Senator Hume. “That is, a CSLR should
only be called on to provide compensation after a consumer or small business has exhausted all other avenues.” All
other avenues being their bank accounts, their sanity, and
often their lives.
Paradise Regained
In 2014 then ASIC chair Greg Medcraft admitted that
Australia was a “paradise … for white-collar [criminals]”.
As much as anyone, it was Longo himself who contributed
to Australia becoming so. In “New ASIC Chief is Frydenberg’s white-collar defender”, the Australian Alert Service
documents Longo’s history, first as a lawyer for Alan Bond
who complained bitterly about the then Australian Securities Commission’s “over-reaction” to corporate misconduct, who then went to work for ASC/ASIC in the 1990s as
head of enforcement. How did that go? Consider the headlines from the time:
• “Corporate watchdog: more bark than bite” (1996);
• “ASC verdict: this watchdog lacks bite” (1998);
• “The watchdog no one fears”, a blistering assessment
by Adele Ferguson in the 1 September 2000 AFR.
Longo next spent 17 years at scandal-wracked Deutsche
Bank, but now he’s back at ASIC for a second stint as poacher-turned-gamekeeper, with the same intent to weaken enforcement that he brought the first time.
If the expectation was that the banking royal commission
meant Paradise Lost for white-collar crime, under Frydenberg and Joe Longo it is well and truly Paradise Regained—
victims be damned. Don’t stand by while they do this: support the fight for a Senate inquiry into ASIC, and cases like
Sterling First.
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Bridget McKenzie
James Paterson
Janet Rice
Scott Ryan
David Van
Jess Walsh

ACT SENATORS
Party
ALP
LIB

Senator
Katy Gallagher
Zed Seselja

Information current as at 30 August 2021, sourced from www.aph.gov.au

TAS SENATORS
Party
LIB
LIB
ALP
ALP
LIB
LIB
LIB
JLN
GREENS
ALP
ALP
GREENS

Senator
Eric Abetz
Wendy Askew
Catryna Bilyk
Carol Brown
Claire Chandler
Richard Colbeck
Jonathon Duniam
Jacqui Lambie
Nick McKim
Helen Polley
Anne Urquhart
Peter Whish-Wilson

Electorate Phone
(03) 6224 3707
(03) 6331 8501
(03) 6229 4444
(03) 6231 0099
(03) 6260 2018
(03) 6424 5960
(03) 6231 2444
(03) 6431 3112
(03) 6224 8899
(03) 6331 2599
(03) 6423 1933
(03) 6331 0033

E-Mail
senator.abetz@aph.gov.au
senator.askew@aph.gov.au
senator.bilyk@aph.gov.au
senator.carol.brown@aph.gov.au
senator.chandler@aph.gov.au
senator.colbeck@aph.gov.au
senator.duniam@aph.gov.au
senator.lambie@aph.gov.au
senator.mckim@aph.gov.au
senator.polley@aph.gov.au
senator.urquhart@aph.gov.au
senator.whish-wilson@aph.gov.au

Canberra Phone
(02) 6277 3019
(02) 6277 3204
(02) 6277 3349
(02) 6277 3336
(02) 6277 3542
(02) 6277 7720
(02) 6277 3034
(02) 6277 3614
(02) 6277 3601
(02) 6277 3129
(02) 6277 3434
(02) 6277 3721

Electorate Phone
(08) 8941 0003
(08) 8948 3555

E-Mail
Senator.McCarthy@aph.gov.au
senator.mcmahon@aph.gov.au

Canberra Phone
(02) 6277 3094
(02) 6277 3643

Electorate Phone
(08) 83590303
(08) 8362 8600
(08) 8354 1644
(08) 8231 8400
(08) 8205 1040
(08) 8269 6022
(08) 8272 7575
(08) 8227 0425
(08) 8232 1144
(08) 8586 6600
(08) 8205 1050
(08) 8212 8272

E-Mail
senator.antic@aph.gov.au
senator.mclachlan@aph.gov.au
senator.birmingham@aph.gov.au
senator.farrell@aph.gov.au
senator.fawcett@aph.gov.au
senator.gallacher@aph.gov.au
senator.griff@aph.gov.au
senator.hanson-young@aph.gov.au
senator.patrick@aph.gov.au
senator.ruston@aph.gov.au
senator.marielle.smith@aph.gov.au
senator.wong@aph.gov.au

Canberra Phone
(02) 6277 3464
(02) 6277 3337
(02) 6277 7400
(02) 6277 3053
(02) 6277 3418
(02) 6277 3450
(02) 6277 3128
(02) 6277 3430
(02) 6277 3785
(02) 6277 7560
(02) 6277 3777
(02) 6277 3874

Electorate Phone
(08) 6245 3305
(08) 9226 2000
(08) 9325 4227
(08) 9193 5955
(08) 9481 4844
(08) 9226 5387
(08) 9277 1502
(08) 9477 5411
(08) 9228 3277
(08) 9343 4108
(08) 6245 3310
(08) 9455 1420

E-Mail
senator.brockman@aph.gov.au
senator.cash@aph.gov.au
senator.small@aph.gov.au
senator.dodson@aph.gov.au
senator.lines@aph.gov.au
senator.matt.o'sullivan@aph.gov.au
senator.pratt@aph.gov.au
senator.reynolds@aph.gov.au
senator.siewert@aph.gov.au
senator.smith@aph.gov.au
senator.steele-john@aph.gov.au
senator.sterle@aph.gov.au

Canberra Phone
(02) 6277 3764
(02) 6277 7300
(02) 6277 3362
(02) 6277 3746
(02) 6277 3804
(02) 6277 3653
(02) 6277 3189
(02) 6277 7200
(02) 6277 3587
(02) 6277 3404
(02) 6277 3646
(02) 6277 3615

NT SENATORS
Party
ALP
CLP

Senator
Malarndirri McCarthy
Sam McMahon

SA SENATORS
Party
LIB
LIB
LIB
ALP
LIB
ALP
CA
GREENS
IND
LIB
ALP
ALP

Senator
Alex Antic
Andrew McLachlan
Simon Birmingham
Don Farrell
David Fawcett
Alex Gallacher
Stirling Griff
Sarah Hanson-Young
Rex Patrick
Anne Ruston
Marielle Smith
Penny Wong

WA SENATORS
Party
LIB
LIB
LIB
ALP
ALP
LIB
ALP
LIB
GREENS
LIB
GREENS
ALP

Senator
Slade Brockman
Michaelia Cash
Ben Small
Patrick Dodson
Sue Lines
Matt O'Sullivan
Louise Pratt
Linda Reynolds CSC
Rachel Siewert
Dean Smith
Jordon Steele-John
Glenn Sterle

