
  

  

Macquarie a 'knowing participant' in Connective 

shareholder oppression, court says  
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Two directors of mortgage aggregator Connective engaged in oppressive conduct 

towards a minority shareholder and Macquarie Bank was a "knowing participant" 

when it acquired $5 million worth of shares in the company, the NSW Supreme 

Court has found. 

A 1,811-paragraph judgment delivered by Justice John Robson on March 22 detailed a scheme by 

Connective directors Glenn Lees and Mark Haron spanning more than a decade, sought to prevent 

minority shareholder Slea Pty Ltd from selling its stake at a reasonable price. 

Justice Robson found that Lees and Haron "grossly misled" Slea and its director Sofianos Tsialtas 

about its ability to sell a 25 per cent stake in the company, and failed to inform Slea about the $5 

million acquisition by Macquarie of 25 per cent of Connective's shares in 2013. 

Macquarie went ahead with its 2013 purchase despite knowing that a 2011 restructure of 

Connective -- which saw shares in subsidiaries Connective Services and Connective OSN go to 

Connective Group -- occurred to prevent Slea from using its pre-emptive rights under the 

company's constitution, the judge found. These rights allow a shareholder a first right to purchase 

shares in the company before they are sold to a third party. 
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"I am satisfied that Macquarie knew that the purpose of the restructure was to circumvent Slea’s 

pre-emptive rights and enable the sale to Macquarie of an interest in the Connective business, 

without Slea’s pre-emptive rights being engaged. Macquarie had no objection to taking its interest 

in the Connective companies by buying shares in each of Services and OSN," Justice Robson said. 

"It is therefore obvious that the fundamental reason for the restructure was to circumvent the pre-

emptive rights provisions, which Macquarie knew of and had been advised on, so that Macquarie or 

another investor could take an interest in the Connective business and avoid the pre-emptive rights 

provisions. Macquarie was aware that the restructure might be challenged by Slea. It was aware of 

the risk of proceeding with the sale, based on the restructure, but nevertheless went ahead." 

The judgment undoes Macquarie's share acquisition and will sideline a proposed $130 million sale 

of Connective to rival aggregator AFG, which was announced in 2018. 

Connective was established in 2003 under the directorship of Lees and Tsialtas. At the time, Slea 

held one third of the company's shares, while Lees hekd the remaining two thirds. In 2006, Lees 

transferred his shares to his company Millsave Pty Ltd. Mark Haron came on board as director in 

2006. 

A staff complaint about Tsialtas and a subsequent internal investigation led to Tsialtas resigning in 

May 2008, after pressure from Lees and Haron. He is now employed by non-bank lender Liberty 

Financial Services. 

Bitter legal spats between Connective's directors 

In May 2011, Haron filed proceedings in the Victoria Supreme Court seeking to enforce an 

agreement he claimed was reached in 2006 to acquire 25 per cent of the shares in Connective. The 

matter was settled between Millsave and Haron in August 2011. 

Also that month, Slea sued Connective Group, Millsave and Haron in the NSW Supreme Court, 

claiming it was the subject of oppressive conduct after Tsialtas resigned. Slea sought to recover 

directors' fees paid to Lees and Haron, a dividend of profits, the rectification of Connective's books 

and records, and the removal of Haron and Graham Maloney, who was appointed a director in 

2011. 

Slea launched another lawsuit against Connective and its directors in October 2013, claiming that 

the settlement between Millsave and Haron had engaged the pre-emptive rights provisions of the 

firm's constitution. 

While Millsave and Haron's settlement was rescinded, a more expansive settlement was reached in 

October 2013 in Haron's lawsuit and Slea's pre-emptive rights proceeding between Slea, Millsave 

and Haron. Under this settlement, Millsave transferred 16.67 per cent of Connective's shares to 

Haron, while retaining the remaining 50 per cent. In the same year, Macquarie Bank's purchase of 

shares in Connective Group meant Slea's stake dropped to 25 per cent while Lees and Haron 

together held the remaining 50 per cent. 

In November 2017, leave was granted by the court for Slea to bring his so-called derivative lawsuit 

in the name of Connective Services and Connective OSN against Lees, Haron, Maloney, 

Macquarie, and Connective Group. In this lawsuit, Slea alleged that the three directors breached 

their directorial duties and that Macquarie was a knowing participant in the breach. 

Liberty financially backed Slea in the litigation, under an agreement entered into in 2009. While the 

agreements went through a number of iterations, the final deal was that if Slea successfully obtained 



an order to acquire Millsave and Haron's shares, Liberty would take hold of two thirds of the shares 

in Connective, with Slea retaining its 25 per cent. 

Connective then sued Slea, claiming that the 2009 contract with Liberty engaged the firm's pre-

emptive rights provisions and that Slea should first offer its shares for sale to Millsave and Haron 

before offloading them to Liberty. Slea succeeded in shutting this case down due to breaches of the 

Corporations Act. The High Court upheld the dismissal in October 2019. 

A final lawsuit was filed in August 2019, in which Connective sought approval in the NSW 

Supreme Court for the $130 million proposed sale to AFG. This approval proceeding, as well as the 

oppression and derivative lawsuits, were heard by Justice Robson in a 52-day hearing which 

commenced in October 2019 and concluded in March 2020. 

Macquarie share sale unwound by court 

In finding that Lees and Haron had withheld crucial information from Slea regarding Connective's 

2011 restructure and 2013 share sale to Macquarie, Justice Robson said the two directors had 

"breached their duties in exercising their powers for improper purpose". 

"I am satisfied that the evidence has established that the directors deliberately concealed the 

restructure and sale from Slea, despite Slea’s attempts to find out what was going on, and despite 

Mr Lees’ promise to keep Slea informed of ‘significant transactions’ affecting the Connective 

companies." 

Without the "improper purpose" of trying to avoid Connective's pre-emptive rights to third party 

share sales, Lees and Haron would not have restructured the company as they did, the judge said. 

"No other valid purpose in affecting the restructure has been established by the directors. As 

discussed above, the reasons put forward by the directors for the restructure included establishing a 

single point of entry, making the companies ‘IPO ready’, permitting more effective accounting, and 

allowing more effective administration. All these suggested purposes were shown to be baseless." 

Justice Robson ordered that the share sale be rescinded by repaying $5 million to Macquarie plus 

interest and transferring the shares back to Connective. Claims that Macquarie had grown the 

business and that Slea would be unjustly enriched by the cancellation of the sale were rejected by 

the court. 

"I did not accept the directors’ evidence of their purpose in exercising their powers, and I am not 

prepared to accept their assertions about Macquarie increasing the value of the Connective business 

without supporting evidence being tendered. There was no direct evidence to support any of the 

generalised assertions made by the directors," Justice Robson said. 

Judge scathing of Connective directors 

Lees and Haron came under attack by Justice Robson for the quality of their evidence in the hotly-

disputed hearing. The judge found that Lees was a "liar" who "should not be believed unless his 

evidence could be corroborated". 

"My observations of Mr Lees’ demeanour and behaviour in the witness box, over several days, 

factored into the adverse findings that I have reached on his credit. Mr Lees’ preparedness to lie 

was dramatically brought home when documents that he should have discovered, and which were 

inconsistent with his evidence, were produced by AFG on subpoena," the judge said. 

https://www.lawyerly.com.au/high-court-finds-connective-services-broke-the-law-with-share-transfer-litigation/


Haron was criticised as a "weak man" who was willing to be loose with the truth in order to back 

Lees. 

"Mr Haron’s evidence in many respects was unreliable and untruthful. He presented as a weak man, 

totally overborne by Mr Lees. He was clearly torn between telling the truth and his obsequiousness 

to Mr Lees. On important issues, he lied," Justice Robson said. 

Haron and Connective were slammed for their "flagrant failure" to give proper discovery in the 

lawsuit, with the judge saying this conduct was relevant to his oppression findings. 

Oppressive conduct finding 'irresistible,' court finds 

Justice Robson found that immediately after Tsialtas resigned, Lees and Haron employed a 

"financial pressure strategy" to prevent Slea from selling its shares to a third party, with an aim to 

force the company to sell those shares to the Connective directors at a lower price. The finding that 

this strategy was oppressive was "irresistible", the judge said. 

"The strategy involved leading Mr Tsialtas to believe that [Lees and Haron] were open to Slea 

selling its shares to a third party but, in reality, ensuring that Slea could not do so and leaving them 

as the only potential buyer for the shares. They also imposed financial pressure on Mr Tsialtas by 

denying him dividends from the Connective companies and, at the same time, ensuring that they 

were well remunerated, and that the profits of the Connective companies were reduced to Slea’s 

detriment," he said. 

The judge dismissed Connective's submissions that it did not have to pay dividends to Slea because 

of the purported 2006 agreement under which Haron agreed to buy a 25 per cent stake in the firm 

for $875,000. Justice Robson found that Lees and Haron's claims this agreement existed were 

"untenable" and their reliance on it had been for their own benefit to the detriment of Slea. 

"I am satisfied that, in the eyes of a commercial bystander, there has been conduct by the directors 

in not paying dividends to Slea that is so unfair, that a reasonable director who considered the 

matter would have thought the conduct was unfair." 

Directors' payments made to Lees and Haron and loans taken out by Connective after Tsialtas' 

departure were also oppressive, the court found, and showed that Slea's interests as a minority 

shareholder were "not bona fide taken into account". 

Improper litigation costs oppressive, judge says 

Lees and Haron improperly used company funds to pursue their lawsuits against Slea, Justice 

Robson wrote. As of October 2019, Connective had spent $12.5 million on its various proceedings. 

The judge noted that Slea as shareholder would bear "a significant proportion of the costs incurred" 

and found that the continued legal expenditure was oppressive. 

This oppression included the creation of a "litigation strategy" by Connective with its lawyers at 

Quinn Emanuel in the defence and prosecution of cases against Slea, the judge said. 

"I am satisfied that the Connective companies improperly incurred costs for the benefit of the 

majority shareholders in the oppression proceeding and the derivative proceeding, and that such 

conduct constituted oppressive conduct." 

The judge proposed to hit Millsave and Haron with the costs of the lawsuits that had not been 

properly spent by Connective, but asked for submissions from the parties. 



Connective directors misled Slea regarding court settlement 

Slea's allegations of misleading and deceptive conduct and breach of contract regarding the October 

2013 settlement were also upheld, with Justice Robson finding that Lees and Haron had misled 

Tsialtas about the state of Connective -- in refusing to divulge all details about the share transfer to 

Haron -- and had also failed to offer Slea the chance to benefit from his pre-emptive rights to 

purchase these shares. 

However, the judge declined to order that Millsave be ordered to sell 16.67 per cent of its shares in 

Connective to Slea, instead finding that Connective's share registry could simply be rectified. 

"[The] damage to Slea is that the share transfer to Mr Haron was registered, in circumstances where 

the shares should not have been registered in his name. The damage, if any, suffered by Slea can be 

remedied by rectifying the register. I do not accept that the damage can be rectified by Slea 

accepting an offer that was not made to it, and which concerns a different parcel of shares owned by 

Millsave, not those wrongly transferred to Mr Haron." 

Slea was also misled at the time of the settlement because Lees and Haron did not notify him of the 

impending Macquarie sale, the court found. 

Judgment kills $130M AFG sale 

The proposed $130 million sale to AFG was made for the "improper purpose" of interfering with 

the oppression and derivative lawsuits that Slea had commenced, the court found. 

"It was obvious that the sale of the business would deprive Slea of the relief that it sought to restore 

the business to the ownership of Services and OSN, and that the parties subsequently would merely 

be fighting over the proceeds of the sale. Despite their evidence to the contrary, I find that the 

directors each had the improper purpose alleged in undertaking the sale process." 

The idea for the sale came out of discussions between Lees and Quinn Emanuel. It was not a 

decision that came from "people of commerce" but rather one devised to further Connective's 

defence of Slea's lawsuits, the judge said. 

The judge issued injunctions restraining Lees and Haron from authorising the AFG sale and ordered 

that the 2011 restructure be undone. 

Orders that Slea have the option to purchase Millsave and Haron's shares "at a fair value" were also 

made by the court. If Slea took over the company, the judge allowed deductions for legal expenses 

incurred in facing both the litigation and the oppressive conduct. 

Justice Robson declined to remove Lees and Haron from their roles as directors by ordering a 

minority share buy-out, however, saying there was no evidence they would pose a serious risk to 

the public. 

Slea was represented by Michael Hodge QC, Kathleen Foley SC, Geoffrey Kozminsky and Colette 

Mintz, instructed by Arnold Bloch Leibler. Millsave Holdings was represented by Peter Collinson 

QC and Dr Charles Parkinson SC, instructed by HWL Ebsworth Lawyers. Macquarie Bank was 

represented by Chris Young QC, instructed by Allens. 

Connective Group and its subsidiaries were represented by Philip Solomon QC, Dean Guidolin and 

Sergio Freire, instructed by Quinn Emanuel Urquhart & Sullivan in the oppression and derivative 

proceedings and by Norton Rose Fulbright in the approval proceeding. 



In the oppression proceeding, Haron was represented by Catherine Pierce, instructed by Obst Legal. 

In the derivative proceeding, Lees, Haron and Maloney were represented by Michael Borsky QC 

and Roshena Campbell, instructed by Gilbert + Tobin. 

The cases are Slea Pty Ltd v Connective Services Pty Ltd & Ors, Connective Services Pty Ltd & 

Anor v Glenn Andrew Lees & Ors, and Connective Group Pty Ltd & Ors v Slea Pty Ltd & Ors. 
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