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Reputation, core asset after all of
S&P, Moody'’s and Fitch, is taking a
battering over subprime.
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respecteil, [ow-pradile
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they were uniil very
pecenily. Thedr serviee
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hvie n piofoand infle
eTOE o lnvestmenl markes an d
the winrld and therelfone. a
influince an the wealth or other
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and even incompetence, They ate
being sieed in the LS and slhpped
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The Ape hms revealed the et
of losses councils have sullered
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meEns knowm as “c
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At by Grange Secuiies
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What is happening in rural NSW,
and In other states, s o microcosm
of events taking place around the
wairld, Undievstamd what hagrpened
there and you understand the oo
of thet subprime crisis, and how the
credil raning agenciis were the con
ik fow the whade thbng — hers (hay
[ncilitated ii: how they bt it hoppen
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Child centre debtor

Twens child-care contre chains
in Metbourne and Adeaide
are smieng the bigpest delstors
of collapsed stock-lending
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No prosecution
Moy erbrrdmnal charges will be
lnidd over the lames Hardic
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So when broker Crange Secut

camn SurTimg bn lane 2006 with

ulu: i, i T |-I:1IH'I|| &Y
rural councild spw 1o reason o to
e Iz ws, according b Grodyge
linkedl 1o the performance” of a

pe it i Im af 40 bonds backed by
diversilicd LS residenial morigags
thar were rated AA

I tanal
ar A by SER
What do
vandlla™ CI
detit secus I|

mewhere abing the win

created a “svmiletic” CI0
wiilch was chieaper and easier o put
together and In effect. synihetic
CDNOs invalve mmansferring the risk of
defpalts foomm one COO 00 anothes
party They are complex derrvative
tnstruments thit, heelied by
plentiful mortgages in the booming
% propeny market, became wildh
papulas in the mid-nowghinles

The probbem was that much of 4

wirs based on pulfery and misinfor
mtion — on loans gvwen (o peaphs

weltply slrnply conild not afford 1o By
A latitisg

Subigerime” onee relerred
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Ignore denials: State
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exposed to subprime

Like it or lump it, several
Victorian Government
agencies have been burnt
by the credit crisis.

HILE leading banks amd
Insurance crmpanies
aroumd the wirkd h
L canceded hillions of
whodlars in Josses on their stractured
lEnnnce holdings anising from the
rredit crisis, the Victonmy Gavern
ment kas clung to the line that
has “no direct subproma o
Thim mone of s agen
home mortgage in Milwaukes
misaes the potnt. The credid crisks
micred beyond “suibprime” mesidern
Hial ngraies i ke 105 lass year N
s sbsce engpulfed miyriad st
tuied finanee products thar ong
hoanied prime AAA nmd AA ratings
and fim which theoe are ol present
Eldn Bivers
e revealed by The
of locnl conirsils
chiarclies, govertiment agencies a
super funds across the nation —
mictuding Victoria — are exposed (o
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ed produces LT
Ll ||h the =i
il an “extremaly lm
GRS TO \IIH;ITI.'I'IT‘ g was
noni-direct”, then there were said o
be “no direct sutprime cxpnaures
A Tew davs lver came the
concession from ihe First Mildom
brrigation Trest tht i had been
Impacted by the LIS sulpriome
market probdem” thanks io bis CIR
holdings. The posinon was twezked
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omoe agnin. “IMrect exposure fo
subiprimnes by the Victosian Govern
ment bs Hmited to the First Mildura
Irrlgation Trust,” said the Treasure

Miia the Sheppidrton Neies broki
the stary thai Goulbur Valley
Headth owned 52 million worth of
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Todkay, laving ldentihed the
actuanl secunties beld by sanous
ppencies last year (most of wihack
arg still held mnd some of which
have beon “restroctured” with the
asslstmice of Lehmmsm (e lowes
yheld securities), we can ke ihe
story furihar

Morthern Health hedd “Crmegn
and “Heryl” CDOS arranged by
Hangue Ma lir cler Paris
Lehmian Broshers as part of o
555 milbon porfolio with Lohman
1 comlirmmed tluls ook i sull beld
U0, and sibd they wene “most
likedy b he redermable at full face
vitlue af maturity (in 20032 and
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The rating kings take a battering

« From BUSINESSDIAY 1

1o o chiss of dodey mnrgges.
Mo it refers 1o the financial
paln thai hies Doveed Trom: the
inabdbisy of those mortgage
holders to pay back i loms.
It lvas spuread well beyond
subiprime” morgages o ihe
complea financial insuments
created on the bck of those
morigages. 1 bad speeacd 10
rurnl Auktialin, whete councils
sank money nto produscts they
el st unierstmnil.

S, where do ihe eredii
TkNg; AgEnCies come info i

Smictly speaking, the role of
these ugencies is 1o judge the
risk that om entity — such & i
security o Bed —— weill diefauli
o ity deltw ohligntions: The
agencies Tailitaie the p::'u:i:uH' ol
Hsk. “ANA" means the entity hos
o negligible chunoe of difodi-
ing. BB or “CT means i has a
greater chance. Thiry ure priced
accoedingty — the geater the
tisk, the greater the return

This is an imperfecy
measurmment of an entity's
value, i fact the agencies have
el el doy labde, “The raling
:J{THI.‘Hh harve abveays soughi fo

arilly their inle by stanng their
ratings anky measare credin
puakiny,” ther Bunk for
Internatimal Settlements
mes, “They stute that a credil
ratig Is not Indended
capiure the mik of o decline n
markor value or lquidity of the
mated imstrument. now shoudd il
be comsidered wn investmen
recommendntion. However,
sinme (nvesions do ot seem i
unaderstmnd this pont o
simply ignore iL”

The nse of COOS avd other
structured finance products
wits i boomn to the agencies
They started rafing CDOs in
the bite 1990s anad synthetic
CD0k in the early J000s. Thise
iuuuum were comples even
allling, v unsophisticaied
Ivestors. The ngencies made
these imcomyrehensible
prodducts selbable, and made
themselves indispensabile, by
weilgning them ratings

A “eredit defanali swap”
hard 1o undessand. Tripie-AT
Everyane understands whing
that mamma. Cr al least they
thomigha ey did

“The |Instruments) wete i
lackingt in transparency, you
needied thousands ol pages of
documentation to cxplain
them,” says Rob Ferguson,
executhve chadrman of liiguion
funders IMFE “Thry meeded a
simple thing to whack on the
froon cover.”

Hul the central guitstioe i
whather the ratings ssaigned to
s IR0 jaie Iy eefleciod
the rizk invabeed: did ey de
wisal they were supposed o
it Alan Laubsch. from rik
MURAECMC] GO Hisk-
Mrtrics Labs Axia, says they
dichit for a :n-l‘.nrwrl:.: aimple
reason — the sk of defaulis
wis calculated on “recently
observed”™ historical data in
which this year's drop in
115 I:lumng prices, and the
comesponding drop in vobee of
securities and deriviives
linked 1o the US lowsing
markes, wils unimaginahle

“When CIis became popu-
lir; every rating agency came
up with saane very stmplistic
masdels to lgure out what e
chenee of defoalt an tiese
was,” Loubsch says “The US
housing murket didn't deep
sifce (e Gionl Ik'plrs.u'un
%o, looking at historical duta. i
wiks cancvivahle what
hagpencd. The problem with
any aralysis which looks u
things on a hisiorical don
basis, i that lstory doesnt
Alwiays repeat iisell.

B the methodablogy wasni
the only. problem — it ws the
entire business model. An
enntity (s anly roted if i pays
the gredit rating agencies 1o
rate it balding into the model
whnt the European. Union has
Uescribped as an “inhorent”
enndlict of Haterest.

As regulators i the US hae
uncoered, i was commmden o
the agenicies 10 modify theis
caloudutions without expla-
mition. the resiull of which may
hove been 1o gramt clienis
better tatings an ceThmn seciit-
e, Anad analysis, tho
wippoeedly independeni
cilculators of tho milngs. were
livislved in client discussiogs
oy fees and marke: share

A repart on thae thiree mmjor
rating .q;rn:i.l'x. handed down
the U% Securities and
Exchange Commission b juby,
highlighas all these issues wnd
e (while never nmﬂ.ing
which ageney It is referring (o)
1t highlights staif shartuges.
paifting a peetune al insgit
rhonis siruggling (o cope with
the boom i COO-relabed work.

Al b guiotes from inierial
enmils — "0 could be strocoured
by conws mnil wir wouald mie i5°
— than revesl (he godngs-on
imsithe these supposed bastioms
ol corpormie impartiuicy. In one
ermml, written in inid-Decembor
2008, an agency analyst iefiers o
thae CI300 market ms “an even
higger monsier

"Lt bopar we gre all
wenlihy mnd retired by the dme
this house of cards [bers, (01

Sailly for the analys: in
quaestion, this was not 1o be

Whien Gramge was selling
Federation in Late 2006, around
the thme e anakyst weote S
emal an “A” rating graavted by
the mespecied S&P counted for
n ok 5o much, in (et that
evien six montlis later, wihicen
things hod twrmed pasty in the
LIS home market, Grange's tew
parent Leliman Brathers could
always poimdt o the fact tha
Lhe pow -tarnished CIH)S were
high-ruted nssets.

“Sumne commendaries lave
sought to lump all grades of
GO .y single barke.”

Liekbmman il cliemes oo el
Imgg moke i ldy 2007, socarding
1 decuiteenets odged with the
BEW Federal Coun s week

This ﬂFIlI-rI:In.Eh is ihe sanmie
s taking a triple-C rated
carpadate bond and triphe-A
rated (government) bond and
saying the rivk amd charactenis-
fics of bath bonds ame the same

it b not valid 1o tike (he
waul mapoiiy of CDOR that
(Lebrmots) lids issied ai AA-
I.l'l'.u ot Berier . ansl sEy
an l||1|!|n| ¢ i & aElar plaks
1 |r|.- wuty hing-grade CIN
that invested gEranarily in
sibprime marigages

& By the time NAB and
Stewarl "fessed up, the
house of cards had faltered
and then some. ¥

A bt oeor o year later, that
advice has wound up i &
revised stmemend ol claim
fodped thds week by Winge-
camibee Shire Councl, which
says It Jost inillions on the CDO8
i ipeestinn, The eouncl is sutng
Litemam Bristhares. thie At coun-
wl e ke such & meve. Chhers
are conysidering wmilar acikon

Anid of course, N5W shire
cotancil weren't the only ones
10 glémn confidence fom e
Bl of shiny rtings an
rickery securlties. “This is
something tha has happened
mil just i Australia. bt
ihtnughout Asia and the
workd,” Laubsch says

& momth ago, the European
Uniom sifminted its own
legtslation led 10 “excessive
reliance” by banks and finunci-
! inaritwions on coedit ratings
And in a high-prafile Australian
rxarnpie. Matlonal Australin
Dank said i was Bkely 10 write
off 8% of the vabue of s L%
mung;fr-'lam el iseskEaeins
— il psare el 51 bElllan
— b ol which hadl AAA ritings

En vl the loss, NAB
chued fohin Stewart wis candid
whout the Bank’s internal
Inilings. saying the securities
had passed indernal risk
checks. Bul agaln and again, he
poknted out the fact that the
now mear-wiorthbess securities
Jmd Deeny glven AAA rtings.
“AAA means they have a one in
10,000 chance of defaul” he
lold reporters. It was clear, he
adided, thal the rating sgenches
that had assigned the CDOs
AAA starus hod "het e whole
imiustry doam”. = They) didn'
do & thorough job.”

By the time NAB amd

Saewan Tessed up. the howse of

cards head faltered and then
soame, Worldwide, the ugencies
wrn under artack o thetr tmle
Iy the sulwparime mess

The: Intemational
Creganisation of Securides
Commissions, which describes
nsell & “the beading
lintermmtionad policy lorum

- i
for scourties regulators”, ks

scmutindsing the 1ating agenoes’

performance against their own
enelis of conduet, and will
report s findings larer this
manth The Financil Stabiliy
Forum. a group comprised of
rejresentnlives. fram moseive
bamios, treasury departmenis
dand regulsiors Bon
1] Oegaisniion for Eoonomi
Co-npersiion and Develags-
menl cenmiiries is abso looking
ul the seciog

The EU. in effect. blames the
agenicies for subprime.
ackmoveledgang thint 18 wiss
“generally accepted” thar (he
agencies underestimated ihe
erodit risk of structured cedit
products (ke CI0s), wnd thut
thetr ratings “fulled oo reflect
early enugh” the worsening
miarket comnditione. It concluded
that the tuting agencies shared
“a large respansibility for the
current market tamoil”

They mom the only ones,
l eruree, & slisw ol Liwaiilis
have begun i ihe U5 agains
{mvvestment hanks Bke Citt amd
Mewrill Lyncih, »l.%;lll'l-‘!l heilge
fund opermogs, home hean
lenders, and others, The rating
agencies are being sued by
penision funds and, in o mive
anmoiinced a fiow weeks ago, by
the State of Connecticut. This
lawaudt, while not directly
conmecied o the subprime

Discover the

car-inspiring East.

&

-

tallout. has onky added 1o their
recent reputations] domage

"We are holding the credi
rting agenches accountable for
o secren Wall Street 1ax on Main
sareen — millioms of dollars
legally exacted [m Connec-
doul tapayers.” sabd headlie.
Iriendly Conmpctiout .\1II:II1!I'!| E
Caogvetal Mheluied Dliimpesi hal

T g luive pledipod
tie fight the clabmns, wislch thny
sy ate withaut mend

Ai Wingecanibes prepares
it case agains Lehman, ik i
building of poisible legal action
|5y Austradin sgain the credil
rating agencies, Such a move b
fraught with problems. IMF is
noi booking al it mul, Ferguson
cays, “They seem a very difficul
jroup to challenge”

Wiyt After Enron collapsed,
US investors tried suing the
agencies for taking lmiu!ng o
dovmngrade Enron corparate
deln. In o landmark decision,
the judge nled the agencies
Were Expressing opinlons,

il il:lmE'ﬂ'E‘ p:glnp:lud unler
freebom of speech ks

Nonetheless, several bodies
Im g 115 are pressing an. And
law company Slater & Cordon,
which says it has been
approached by a “large
number” of meeston burmed
ly GO, s Boirking a whether
there is & case for an Australian
lawsubt sgmine the agendies

THE.

Semibor assaoate Ben Phi
believes smme of the councils
may have “vahmbie claims”
against rating agencies
“depending on thexr particular
ChbCLInALATEES |

“In wrder o hring & claim
aguinst o oredit ating ageno il
)il lso pasvessary 10 show
thad the cvedil roporn was
mrisleadling, and ihst the
Hrerator feasimially belied aof
that report when dediding o
invest.” Phi vays. “We are awie
that a mumber of local conncils
e required 10 invest in
ptn-\.ltb(!l. That cHiTy & mifdemues
credit rmting, and they in
particular may have 3 valiable
claim agminst @ ratngs sgenay.”

NAE hos not ruled out legsd
actbon, When asked about the
prospect, it said it was looking

o “ramge of options” on its
batered CDX poptfolio. *{Wel
will comtinue (o monitor (he
ket wd regulabory resgons
wes 1o recent financial market
canditions,” the bank sald,

In Austenlia, thar “regulatory
rl'ﬂanu"' imchuder w joimi
rewiew of the agemicies by (e
Ausiralian Securitles and
bvestments Commidssdon and
Treasury. A erucial wpect of the
rewiew will b the question of
theening — whether i fiman.
cial services Hoence exemption
granted to raling epencles i, in
thar wards af Corpaaate Law

*
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Minister Nick Sherry, "l
curment or jiesdilied”

Last poonidy, af an lives:-
ment and Financial Services
Assodiation conlerence
on the Gl Coas, ASIE
commissloner Belinda Gibaon
acknowledged thee “questions
ragsed”™ ohwai i quidiny of the
ratingy processen, idenifying
tha agencies as one of ASICs
curreni priorities

“There is 0 wider market
Evanie abouwd the extend 1o which
investors rely on the rokngs
agences for their investmeni
dotisions, and whether ihe
fevel of difigence and
discussion undertaken by
the ajjencies warranis ilis
reliance,” Ms Gibsan smid

The Age belirves thar ASIC
] Treasuy will releiio o
consulintion papet within
weeks, and the final repor i
due by the end of the year

The arencies hurvee pledgied
10 co-gperate. "W wilti 1o g
vide as much transparency 1
possible with regard 1o Moody's
policies and practices.” Moody's
sald (i response 1o e ASIC!
Treasury review. “Maodys will
co-aperate Relly with amy meview
infrinved by the Covernment.”

The services of S&8
Muody's, and Fitch are belised
1o eost hundeeds of thawsands
o dolars — wp 1o 31 million,
in fact. to e @ canplis
Inigh: prafibe issae,

Sadt which has the biggea
presmmoe in Austradin, b owned
Iy the MoGeaw:Hill group of
companives. which made
SUSE bl (30,2 billion) b
et imcoene 158 AT, S5 has
about 130 employees in
Aarstralia, of did ar the end of
last year. Acconding o its latest
financial statements, kdped
widhy ASIE, SEI Australia made
554 million in profit in the yea
o Docember 2007 = & huge fall
from the $11.1 milkon recarded
in 2006, This deop in profin and
reveniae i attributed o “the
il i plobal Anancial
mmrkets”, despiie the fwct tha
[1E enl company, e Hjn-'hq.l
SRE group, mansged io ke
opetuting income by 1% over
the sume peoriod. with opurating
profit of #5113 biflion

Fitch Group which s
wamed by French company
Fimalac, reconded an 18%: drop
511 prulh I ol sk mnianibis i
March 31, to £78.2 million
iSAL3T milllon), Firch Austmbin
morording to financlel swaie-
ety boxlged with ASIC. had
jues 23 stalf ur Sephember 30
2006, pryd lost 3223 millicn in
the nine monthe 10 Septemnbe
30, 20006 Lilve Latesl information
avaklalsles

& Perhaps the agencies’ best
defence is investors only have
themselves to blame if they
rely too much on ratings.

.\lmulj & Ivestmiil Services
is listed om the New York Sock
Exchange, and penerated
SUSL) lalion in operating
Income last vens, it generates
60% o its business in the S
ol classifies Axin Pacific as an
“emerging markel”, It lss about
60 “ratings peodessionals™ in
Austridin

Tty PRArs agn Firw
yuistioned tw accuracy of the
PN peonesses the apencis
wved. Professor Ramaay pecalls
mending an bsiermsional
Oegartisatbon of Secusiies
Conmissios conference in
2005 where the fxsae af conflicts
of Interost within credit rating
apencies was ried. "1 wain)
such o hig tesue” ol Rumiay
sayi. "It secens Mke o generadion
gpes pacwae”

Now, everything s being
uestioned. Amaong the other
Taubis unovvered in the SEC
repard, o erucial filing was
thee aren of “surveillance” —
bt tracking of o securiiy afer
it s gromnted thiat indlal naiing,
Surveillance was pootly
dcurmienied and fwo of the
agencies had no formal
pcedhures in place. Seommies
Eiven high ratings were allowed
o disintegrate bedorm heing
downgraded — the NSW Cole
Cammmdssian fdaed thal same
Grange Seowriiies CIMOs wene
wLH rind AT by SER even
when ihey were worth just 15%
wl thelr orlglnd value,

Lisheech says the agencihes
were slow to respond o what
was “clear deterodalion” in the
subprime murker. They did s
shart the bk of tlie \ul!p‘nmr
radings downgrade until mid-
Tuly HHIT, despiin clear warning
sgns [l best the implosion
of the two Bear Stearns sub-
primnie hedpe funds in May),

The agencies have since
maowind i shoee up thedr
processes and refinbdlitae the
Weing i which thelr whole
trusiness model depends ths
ropatalinme

“Wie haven’t waited For (he
(ASIC Treasury] roview o take
sieps that we Beliews will help
bprove mer credit matings
process,” wiys Jolin Balley,
manging director of 55 in
Aswrrolin ancd New Zealond
Railey says ihiad in February,
SEP announced action (o
"hurthir sorengihen” lts credin
rabingy process, enhance s
maalyties anid provids e
transparency (o e market

Moody's released an opdate
last momh on measures that it
savs settde the cuncemns
expressed by “bath the privace
and public sector’, incloding
fmproving survelllance
Sepuratityg non-ratng and
FaLng activines o peevont
conflicts of interess. and
mpraving fansparcncy.

Firch idid ne respond 1o
Qeimationy

Perhagw the agencies’ be
defence, in the end. i the
mrgement that mvestrs aonly
have themsefees 1o biarme i
they rely oo moch on ratings
They mre. alier all, jwan that:
credil matlngs. They are not
recomymendations o buy or
sell. They are not audited opin-
jons of & companys fnancial
sqnidness

“1 dhori't think i s simple
a3 blaming the credit mting
apgencles” Laubsch spvs. “We
have to learm toask, “I thone’s
eutra teturn. where 1s the sk
At glodis rely on any siingde
infemmiatien sources el as
Frany precigeectives da possibbie ™

Westjane chded exnpraive Gall
Eelly has nol coftmented on
thie woes alflicring Wiesipacs
Melbomarme - hased competitm
NAH. Bul lae last month. she
fidde a ol so sbitle relvivpce
e dhe stiation. Kelly produced
a note from November 2006
recarding o discussion smong
Wesipar svecutives about
C0Os, and whether the bank
shuvuld imvveest in them,

Among the taciars con-
shilered wis Wistpac's lack of
knowledge ahout CDOs. and
it redlagvee on ratiasg agencies
thing would resul. Part of the
iiscu=sion went; "Prodiict
knaowledge is important, Some
of the sssor classes mentoned
are ol ones wlhore we have a
mitveril competithoe advantage.
Helviagg oo tlee rutbng dpencies i
wrme ol e freistikes we've made
in thir past, where the min-
mm rating of A- was not e
protection we thought i wos®

An Kelly cibseived, ihie
inventmiels wiee nok made
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Adviser warns on Telstra directors Move to lift

credit rating
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Dto AAA

By MATT 0'SULLIVAN

HAND-FHOKED
Jabin Mhallein Bices 2 B
tentnd adter an influesng
advises larpe shareboldet
Gl Gilnss Lewis, vrged it o vote
igainsl him

CGL Glass Law s
sgd concerms that the p

alsir

(T 1 nir
el S04 mill
lmawl i

n
v
Wik

Vet
medinn for bosses g1 ¢

of m similar dize The leck
incenitive plan beye
stokes speculition ol
the American glomns

In wrging o vl
My Mullen, GG swid
mitments of his job &
Expiress wecutive 1
b il nast be ablbo
stra the “wnention, [Ty
time" demanded. A

HI

executive di
[T

.'\[I Mullen joined Telitia

1 dm Juby, lioaily Gullling

sira's wish, stated shorly

mrer the pirment of loabin
Stewart, tu bave 10 direchors

We have seen execulives

Hardie
ex-CFO
denies
deceit

By ELISABETH SEXTON

THE first delendant (o ke the
3 i ihe [riaral
rEgulatog s case apEunst [anies

Hardie has linled his pddence
aftes ag thal @i “lomest”
IS
i

il feset
abioi
artoumeg il
L LI

el Lhe B

mmes. Hi
chilel Minancial of
Morley, deried that b
thie comprany’s direcbo

s o

W

i

siiig 10 lorme ibives anmd
Breached

Juitse by
rading the publec abossr the

juacy of the imas's hands
Much ol Mr Morley's cross-
examination rebaied o a cavd
model he presented o the
diteciors a a Fobry 1
meeling when they approved
the establshement al ie s
i Modey said he 1 an
Twimves Mardies Onancisl coiiol
ler, Siephien Varman, 0 ek
wil fim ®

(119 revlewed the
el soundness and tecting
| carreciness” of the masde
and Mr Marley had mod read the
reparin from PwdZ and
enslaliemang this

Under cross-examinstion by
Toen Barthurs:, Q0L for former
direciors Michael E T
Michoel Gillfillan, Meredith
Hellicar wind Martin Keflel, Mo
Muorley agreed that Pw ha
expriessed concerns aboui the
limirations in s bricf

Had kn
them, a0

ihou
e

Vo

woiald havve regudred y 18]
dasclnge them v the board™™ My
Baburst pked

Hai | koviwn aboud b ves

MW Ml
Bt

within the
il ensuring 8 hod oo
that would affect s
[
ed that fuling 1o
the  limitations
iislrading the
ad 1old
cked

i
amounied o
diveciors beciuse he
ihestn the twa frms

paini

the “technical oor

Bopicnd stundmness” iof hi
When Mr Bathurss
whith limmited e
lime, My
LSt freim
prople.

Ir Bathurst asked The
slatement that b had been e
ewed of checked withoui staling
that thie check wits limited o
o bugs waruld b
ling. wartdlddm T
lidn1 know what they

WTE o Anally put in the
press  rolease Mr  Morley
replied

That Case ks contiiumg

Busy weeks for telco as cuffs fall

4 Fam BUSINESSDAY 1

wnd theme’s
thead (

it s an fi
tredia-g
watkt m b

oy
it wtdll
[T

oo byt of th Pl
relmtiomshap Por Tislstra is thot o

s the ¢

= Fomiel uses (o
suppdy hall its 1.8 milkion
ERBATTEDs (Els satelbe fog

the restl. A

e up thelr non
often

of Telsrra, the Tormer Coles CEO
Jodin Fletcher, is o catar in goind.”

New deal Wesfarmers hope

customier pevenae, i alsn tarpeied advenising i
means the pay TY operator will  companies, “whether the
nof lapmch i ownr ensls of semebody ofs
adbrad service (which bas
miny incumbeny
T b

ik L

ARN Amao tebecommmim
canons anakver lnn Mariin says can do
11 winald sait 1o oo o Foxtel mibvertising: al

skl th
capithibitie & that wookl
efsalble 0 v o soanae g in
achibition: 1o wiun Foxtnl

where i understands wh
cumtorner hase §s pregs
pay more for,” says M

Trujillo confirma
IFTY ambruions. bl s
the company ks ook

noenitive for expanding tirveboping a service th
IFTY o rthe Turune woald be commphernents ifs curmen
e s metworks were fully ings: sech as Foxtel

hisve lats of ilema)
arud bols ol kWiess bt

oy talk g
we're ready 1o do «

i crucial il Telss
invests i the NBX
ol e % S h s
customas dmabass

anel s it
dietaibe
illef

M Mullen bas has hanads full
inanamig (L Expaess, the glo-
Bl cinirler comipony' widch ihie
wieth dnnounced | was cutiing
end cho

ars ago when e
il Wl agidnst b
ny's wishes Lo grasiall i

al aals g Lousins, @ former ady
three-quart of its putlets in  [ohn Howard, Coosin
1 LES v missed ouwr on a b

Telstra last [oced & vevall Bl i ool B

to piscats shafmhoiders by reducing the complexity of its incentive pay sch

In eather case [ ihink

things uniil
e ing

e fon the Govern

| LT Faxted, (o
ough beat Telstra to 1P
Favnchilag o servicoe i the
s ] | ol 30 1o all

% 1o ol vl od

LI
on Friday, Il previ

1l

il ks

dividend certainy than i
exgriry of the Funee Fuo
Foite] restriciinnk

wifer-
Telsira

nal be n the

ghis
W

ceriminly

i

1 Legire
WA VEALS Al
. Wil abmost centainly

FAECHIIVE [emunerniian and

B thesir lmporance wil

T bW pinge i s
ol Ciory CGl has  mdvix
TRl vuppon  Tel
ey femuneration rej i Mo
iser (0 mmised concerms ah B Trujil-
winitdd s @

Ol
] Thst &
10 haoaly ol

TRt

R LIONS

e

ipany’s and the

fugy Mg
weynd
said
il i

pany has a orsilliny L
mdwise sharcholders of wa
f with resp

the CEGQ, particulaly given the
stagre the company is af regard
[FET R L 5

el

mmktmant from M1 T
vogs urwilling
i Lhred
1 davs' notioe
(5101 A TR R E (RS [
haz ca
¢ abiarehi
% lat pwon @
year plmost twin
|l

agiinsi

{VE A
I

ed sharn
SITAS OX

LIS
Tragilin®s la

pestercay

Wesfarmers to sidestep revolt on incentive pay

By ARI SHARP
AET

| Wisfarmers
1 eomimil luas
vl 1o heed
repeciinn ol the
Incemniive
I &imas b reduac

W b
ral

sharcholdirs

thir CoEmp
i, wihilchi |

1 Fore (of the lack of

T
CTERE &

shotcholders
miessage Lth
ke sefiosh

bl M Every sald |
commiting il
comniile
T clang

[ranspaiency in delermining the Wil
pay ol chief executive Richard
Licrydet
Mr Gamdier's pary includes a
ICETITv that
luis ackhseving afl
| fog return on e

year rarg

oiwviowsly a
roaired mnd | nioed 1o

W et

ImCEMive SiTuciur
plex b necessary
Ay Mt 3

ALY %i §

. WA
7 1he
el

F

wis com

will b foi
rophe
carly whal

Bai Lhe company Bas redused o wie vt b © Tl L Mg
reves] what if uEm o eguity  sidder the s Eastwoidd
humdles are due to commercial Thee niw pay stractune fol lashed ot advisors
serEHY levwed o review carried oun inodwe  frms soch kMetrics thm

wake of the company’s
sithoan of Coles
November. M
transition mm the old

Boly Fvery ihe new chainman
of the iy s TeifiAeTathon
COm e, waid vesterday il
v -Bdnding i e raui

Lara

Every s

Centro suit judge stands down

E‘.)-.' ELI GREENBLAT

FIDERAL @
Finkel
himaaeld i
ahunel

aiart e N
in has e
it Meimriing
r Clmes

slton |
MANage

Tund b wked 1o losl

mioie than 319,000 (5 Cen managed supermnnuation

e sinek of which b is a mem fustice Finkelsiein said
His resnl i stand of thares in Ceniro due administrative

down lrom judging the s oversight i d | imme

poteniially illion. dollar Muo, the tustee was @ dinely come (o his sien

lowsull apainst Centix member of (he group on ton thet Momown held

which i still in iw early  whise behall ong class-  Centio shares

Share fund

INVESTMENT
e hraving
CUL [T

lands as
v ERY o ailract an AR

b
me il
it}
Lreame
Tymdadl
¢ Incogmne B

Funid will receive the divi

slng
L
and push ite conclu
well imins it y
sibby 200010 o

histice Finkelsiein said

in the Fodeval Courn yester
his

makes regular payoult

five-year penods it

lemipapie shill

Rotirees Hyp
funnls with regular imcome
FIRETS

have e securily of a

2%, could delay (he  action s b rhit. Jusiice
trial even further  Finikeloiein saic
m B 2007, Motawn b
amd o () shaares in Cenire
of SI9.608. As af Ju
30, the value of those shares

l. Thal
Hep Lo

r st Mefafomams siake
ery sl

b
s s
T

[Fusies

por | il

Mr Fimbury said tha
although equity markets
difficull,. dividend
tream W

vield of the S&P
M Accumulation
iver rulling

s 2% Wil

AN

1l managing
i Mty suid
mllected  Australio’s

peoip/ Tyndulis tash
wizd (0 chome mvestments
whiete  dividends
maintained  despite  the
deciining O LT
ervitnnment, e gadd

WARLESA O SHAUGHNESSY

wOTE
by fanrciir

they no longer

salary

I
tharchaliders
PernmuserAing ¢
am it

aid 1he
bid R 1

-for all business owners, Come along apd learn

fow you can maintain and fmprove refores

in & difficull trading environment,

The Fordham Group 15 Auidtralia’s

5% owners, 1a

lop

that

recammended
the

seminar we provide prachical advics on

= appropriale returm an investment a3

~ Industry specific KPI's ey

- benchmarcking |

- addvessing wnder performance = o

- prafit (mprovement Hips 1:-'__

a1 - g b skl s
fordham

regulatofs, in introducing
halders’ vle 0N (emune
tended thal so lew
b Iy L

darehol % shamihl] have sach
power.” he salid

Lisedier the pay schema M

o receElved a b "'-lllLl:.ll'

il wp o 3378 mil
in short-term incentives
potentially hundoed

il Imibis -
Hibde invsaruions pilloricd
workhwide For thetr rode it
shibigaimne crisis

et Evipasprisan Lhiddon
vl
For them. ol
led o “charmed

Inthe U5, ak
Tund o
ol lels omm o o
il umiverse, telling a Hows
sight commines thiad credil
TEUREE ARCOCIES Wite thie @ udprits
i the ol finincial crisis

x lair whio
siws ears Lo be sald as
sl juisrnes

Anl, i Asrrlis, |
Miniter Nick 5h
e @ popart o th
cies (and res hit
pared by Tr iy and the

Wiy

Avstridian Securities v fnvest
s Commeidesion. He

TR RO
lsabily pet worse
arver Ehe weekend, with thekr

likedy topic an the G2

o, [

1 different
(o complex
FHTTH
Behand the
LEiCE, N
i e

RITUCILrE

explain whart li
rarings anad ad

% farar, 5
wiird a simils

tor Shesry exy

vl vl i pe sibisti
et lor Austradia falias
T
M, b
itbertuil

TEIERA, WO
w ! The cre
Esueid oy e g
on ihe risk vhar g
bond ar seciu
o fs debt ohbi
bovy risk. HHE a g

Tt is cheas thar
L fvestImeni-gr
cummgle st
cydlmeralised de
CETHCE ) amdd ©f

ralings

ane g

L
ENY —i
wiill dlefaund
aitiona. AAN s
terrisk
=piie award
raikngs o
Tils wisch s
i elbligmddoms
10 defali
 [ailex) 1o
0]

(st investin
(oY + it ihuid: by Tacidly
vited thie sale and spread ol
those insrrameirs. As the A5
H part ioded, 1
inEruments’ conplexi
Incrensed vesior ¢ (il
credil rating apencies, A council
i NSW had ey hope of inder

an

CLHH [ 18
tanl u

cies il
[ inierest i
growe Thedr business iivalkves
COMpES gt thie wgencies
lon “independent ~ ratings —a
| hod bihere
must be rip

wrttisly

LL TR T if arcuracy. As a s
Securities and Exclhu
gl ighued in
luiky ks tadatially
Foudlied 10 ald i T

P ASIC I THeasLFY

il e
ped 1o Beold pn Australian Finan
cial Services Licemnce. i

10

Secumitiies Coininis
NERSCEN, winhich li
pakcesh an it roumaling

tard aal B
Firchy, daminm
wirld — and all ¢
th
Ih

IpeTatinn
kiet comficter
aif AEETICliS |5 [y i)
it aspect of working ihtough
these chad 5. Filch
=it 1 hnis w oy s Wt 1
preride “ws much tragspon
e, Sandland wnid
elareciiat o

Menere's BMW Runout

Sales Event.

S

Ride

s
WiLD
poLLAR!
s
e
=

iy

MECT G N2 TESY



