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1. BACKGROUND 
 
The CEC Group was founded in 1977 and traded profitably for over 30 years without default 
or any missed bank payments until the 3 years and 3 months horror period after the 15 
February 2008. 
(Refer Annexure 1) 
 
Over that 30 year period of time CEC Group along with its joint venture partners grew its 
staff number to over 750 people in Mackay, Townsville, Mount Isa, Cooktown, Mareeba, 
Innisfail, Atherton Tableland, Port Douglas, Central Queensland coal fields, Port McQuarrie, 
Mossman and Cairns.   
 
In 2004 CEC Group was listed on the Australian Stock Exchange and CBA Bank became its 
financier in that same year.  The financial results for the 4 year period up until 2007 financial 
year were as follows:- 
 
UYearU  UIncomeU  UEBITU   UTax 
2004  $64,321,000  $10,433,000  $2,890,000 
2005  $106,997,000  $10,214,000  $3,020,000 
2006  $108,910,000  $13,090,000  $5,150,000 
2007  $143,400,000  $20,360,000  $7,330,000 
 
The CEC Group’s property segments had the interest on loan moneys capitalised and paid 
down at 70% of sale proceeds at each allotment settlement.  The 2007 calendar year saw 
742 allotments sold and settled with an average price of $140,000.00 each.  The CBA Bank’s 
loan facility was a come and go facility being paid down and drawn back up as and when 
required. 
 

2. Make up of the CEC Group 
 
The CEC Group had four major segments specialising in:- 
 

1. Civil Construction – 
(a)  Road construction 
(b) Bridge and wharf construction 
(c) Airport runways and taxi ways 
(d) Sewer reticulation and treatment 
(e) Water, power and telecommunications 
(f) Marina and boardwalks, rock revetments 
(g) Channel dredging and aquaculture ponds  

 
2. Construction Materials – 

(a) Quarry products 
(b) Concrete batching and supply 
(c) Asphalt manufacture and laying 
(d) Spray seal bitumen 

 



3. Waste Management – 
(a) Waste collection – domestic and industrial 
(b) Treatment 
(c) Residue applications in agriculture 

 
4. Building – 

(a) Residential units and houses 
(b) Industrial sheds and complexes 
(c) Commercial buildings and precincts 

 
5. Property Development – 

(a) Residential, industrial and commercial subdivisions 
(b) Integrated community developments 

 
The property portfolio shows that in a ten year period the proceeds top $1.1 billion with a 
development cost of less than $700,000.00.  (Refer Annexure 2) 
 
The CEC Group’s activities were overseen by a Board made up of a Solicitor, an Accountant,  
ex Premier of Queensland, the Federal Member for Leichhardt, the manager of the Pioneer 
Concrete joint venture and myself – the CEO of CEC Group since its formation in 1977. 
 

3. Contract with CBA Bank 
 
The facility contract that CEC Group had with CBA Bank was the same as 99.9% of all 
contracts in that the terms between the parties are unbalanced, unfair and are negotiated 
in an environment where there is an imbalance of power. 
If companies or individuals do not accept the terms then there is no deal, a huge blow to the 
Australian economy as small business employs over 90% of non-government employment. 
 
If CEC Group, as a civil construction contractor, offered a subcontractor a document that 
stated that CEC Group could terminate the subcontract at any time for any reason then CEC 
Group would not be in business for very long. 
This illustrates the imbalance of power that banks have. 
 

4. Actions of the CBA Bank against CEC Group during the GFC 
 
After negotiations the CBA Bank advanced the CEC Group of over 70 individual companies 
approximately $160.0 million.  The facility agreement was to expire on 28 February 2008 
and replaced with an agreed new facility arrangement.  On the 12 February 2008 a 
combined Letter of Approval and Letter of Offer arrived saying that CEC Group’s new facility 
was now $161.5 million. 
(Refer Annexure 3) 
 
At the same time, after considerable pressure from CBA Bank, CEC Group agreed to a $100.0 
million hedge arrangement to support the $161.5 million borrowing.  (CEC Group Board 
agreed to the hedge but only on the signing of the $161.5 million facility documents.) 
(Refer Annexure 4) 



As the CEO of CEC Group I was summoned to the CBA Bank’s branch in Brisbane on 15 
February 2008 where I was told that CEC Group was to reduce the debt. 
CEC Group sold non-producing assets down to meet CBA Bank’s $80.0 million target by the 
nominated time frame of 31 October 2008. 
 
By this time it was apparent that CBA Bank was deducting interest from the operation based 
on a $100.0 million hedge.  Disagreement erupted between the parties based upon CBA 
Bank extracting interest on a $100.0 million hedge when the balance was now below $80.0 
million. 
 
In August 2008 under the rules of continuous disclosure by the Australian Stock Exchange, 
CEC Group had no option but to report that there was a $100.0 million hedge in place. 
 
In February 2009 CBA Bank sent new facility documents for $80.0 million with conditions to 
reduce the borrowing down to $65.0 million within 12 months with the $100.0 million 
hedge still in place. 
 
Backdated to 14 February 2008 ISDA (International Swap and Derivative Association) “ISDA” 
document and schedule were sent to CEC Group to sign to legitimise the CBA Bank’s actions 
of the previous 12 months as well as their go-forward position.  The explicit directive from 
the CBA Bank was to sign such document or else there would be no facility. 
 

5. Fallout from CBA Bank’s actions 
 
CEC Group went from an employer of choice and an icon in North Queensland to tatters all 
because of the CBA Banks’ greed.  Apart from the joint venture companies making up 150 
employees, the remaining 600 employees either had to find new employment or go on the 
dole.  The economy of the region still has not recovered. 
 
Many millions of dollars are still owed to suppliers and subcontractors and my wife and 
myself have been declared bankrupt and living on aged pension. 
 
The CBA Bank did the same to many thousands of their clients without fear of recourse. 
 

6. CBA Bank’s reasons for their actions against CEC Group 
 

(a) When CBA Bank demanded that CEC Group pay down debt on the 15 February 
2008 the reason was that the company had too much debt – this after 3 days 
earlier approving a $161.5 million facility. 

 
(b) During the Joint Senate Inquiry the CBA Bank was asked why they took the 

action that they did and the response was that CEC Group was borrowing 
money to pay their interest. 

  
(c) When the Small Business Ombudsman, Kate Carnell, asked the same question 

the answer was that CEC Group was about to embark on a large project that it 
could not afford. 



(d) Another excuse was that CEC Group was not trading within its covernants. 
However, CEC Group reporting period wasn’t until the 28 February 2008 and the 
Board report in December 2007 showed year to date $19.0 million EBIT with 
$31.0 million of unconditional property contracts signed with deposits taken. 

 
7. Recommendations to the Panel 

 
1.  Facility Contracts should be more balanced. 
 
2. Facility Contracts should not reflect the enormous power of banks. 
 
3. Independent body to evaluate claims of contract imbalance. 
 
4. Banks already price factor in risk when tendering a loan facility, therefore there 
 should not be personal guarantees for corporate borrowing. 
 
5. Independent body to adjudicate on disputes with powers to give judgement on 
 a simplified facility contract and a regime of penalty fines. 
 
6. Banks not be allowed to act on non-monetary defaults. 
 
7. No limit to size of company for redress. 
 
8. If a company is in financial trouble, a stand-still provision put in place for 6 – 12 
 months to allow for potential workout or facility review. 
 
9. The unethical, unconscionable, sometimes illegal and criminal conduct by the 
 banks as has been uncovered must stop immediately. 
 
10. Victims of this behaviour should be compensated quickly. 
 
11. Large claims could have negotiated stepped compensation payments and 
 conditions. 
 
All of these recommendations are in line with the motherhood statements of the banks 
stated at various enquiries held to investigate their bad behaviour.  
 
The recommended Tribunal should have retrospective powers to compensate victims going 
back at least pre GFC and to happen immediately so that there are no more victims of this 
outrageous behaviour. 
 
All other corporate entities in Australia work within a set of rules.  If companies step outside 
those rules they are penalised and fined.  (The same rules must apply to our banking 
industry otherwise the economy will fail.) 
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