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Committee met at 10.27 am

JARVIS, MR DENISKEITH,
Retired, residing at 10 Grimsay Road,
Ardross, examined:

The CHAIRMAN: Thank you for coming in this morning, Mr Jarvis.will go through a
brief introduction and explain how we intend to gged. On behalf of the committee, |
welcome you to today’s meeting. You will have sigra document called “Information for
Witnesses”. Have you read and understood thatrdeot®?

Mr Jarvis. Yes.
The CHAIRMAN: Do you have any questions about it?

Mr Jarvis. No, not really. The only thing is | do have @amgoing court case against the
borrowing company and the guarantor and that has deferred until 31 January next year.
There are some documents because of that caseatiradt be represented here.

The CHAIRMAN: The next part of my comments may assist you atemnining those
matters. This hearing is being recorded by Hansdml assist the committee and Hansard
would you please quote the full title of any docutngou refer to during the hearing so that
the record is clear. A transcript of the evidewiébe provided to you and this transcript will
become public. If for some reason you want to neakenfidential statement during today’s
proceedings, you should ask that the evidence Kentm private before speaking about the
matter. The committee might also decide that yilence should be taken in private. This
could happen where the committee believes thaetwence might breach the committee’s
term of reference (3), which reads -

The committee in its proceedings avoid interfenmigh or obstructing any inquiry
being conducted into related matters and in pdaiaaquiries by -

€) the police;

(b) any liquidator or supervisor of any company;

(© the Gunning inquiry;

(d) the Australian Securities and Investments Cagsion; or
(e) any prosecution.

Even if your evidence is taken in private the emmkewill become public when the committee
reports to the Legislative Council. If you wishuyevidence to remain private the committee
can apply to the Legislative Council for a suppi@s®rder when the final report is presented.
Before we commence, Hon Ray Halligan wishes to naakatement to the effect that he has
had previous contact with you so that members aegeof that.

Hon RAY HALLIGAN: For the sake of Hansard and in the presencerafawis, | would
like it recorded that | have known Mr Jarvis fomamber of years in association with a
program operated by the former Department of Empkayt and Training. Over that period |
have had no business dealings of any nature withJdvis and particularly none of a
financial nature. Thank you.
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The CHAIRMAN: Mr Jarvis, the committee has asked you to cotoagathis morning
because it received a submission about a telepbomeersation that you had with staff at
Global Finance shortly prior to the collapse of izband we would like to ask you about that
conversation to see whether or not you recall & &whether you are able to provide evidence
to the committee with respect to that telephonevewsation. Are you aware of the
conversation to which we refer?

Mr Jarvis. Yes, | am.
The CHAIRMAN: Would you outline the details of that conversa®

Mr Jarvis. Yes. It took place on 5 March 1999. | telepbdbithe Global office to speak to
Mr Margaria and one of his staff answered the tedege and said that he was engaged at that
stage. | said, “| have some questions to ask hiitiat | thought he said was that he had the
Minister for Fair Trading in the office with himl said, “Oh, you mean Doug Shave?” |
thought he said, “Yes.” | thought he said thatcould have been wrong but that is what |
thought he said. After that he gave me some irdtion that | required about our loan at that
stage and that was the end of the conversatiodid hot give it another thought. | did
mention it, | believe, in passing to a person bseduhought it was rather strange that Doug
Shave would have been in John Margaria’s officélarch after the company had gone into
administration. Anyway, | did not do any more abibafter that.

| will refer to some notes. | was in a meetingDatug Shave’s office in Alfred Cove on
Friday, 23 April with my wife Phyllis and anothemnestor, Geoff Fields, and we were having
a discussion with Mr Shave at that time when it earqp about John Margaria and he said he
had never met him. | thought that was rather ggan| said to Mr Shave, “l had a
conversation when they said that you were in Jolangiskia’s office on Friday, 5 March.” He
said, “There is no way | was in there.” He gohextupset at that, so he called Enid, his
secretary, and asked for his diary. The diary camend he showed me the diary and there
was no mention of a meeting with John Margariahat.t | noted that there was a blank space
between 12 o'clock and two o'clock which was altiuhour. | had phoned John Margaria's
office at one o’clock on 5 March. | thought it wetsange but | did not do a great deal about it
for another week. | went to the employee of Glolhb was still employed in the office at
South Perth and asked him whether what he saith@tetephone was true; that is, whether
Doug Shave was in the office. He replied that delat not recall Doug Shave ever having
been in the office and that we must have got miyedh the conversation. | left it at that and
took Doug Shave's word that he had never met Jotwgdlia. This year | have had people
ask me about that situation and | have told them tifte whole issue is dead as far as | am
concerned because Mr Shave denied it. | was askether | would present an affidavit to
Parliament but | was not prepared to do that becdwgas only hearsay.

In late June or the beginning of July | approactied employee again and asked him if he
was absolutely sure that Doug Shave was not abfffee. He said that he had not seen him
but that somebody from the office of Ministry ofiFarading was in the office with John
Margaria at that time. It could have been anybiodsn the Ministry of Fair Trading. He also
inquired of another employee who had left at thages. That employee also said that she had
never seen Mr Shave in the office. If the committeants to find out whether John Margaria
and Mr Shave had a discussion at that time, Johrgdfia is the person who should be
requested to give that evidence. That is the ar@y the committee will find out anything
definite about it.

The CHAIRMAN: | appreciate that. The committee was providét that information as
part of a submission and wanted to confirm from wdwether it was correct. The committee
must consider how it might investigate that mafitether. You mentioned that a former staff
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member provided you with the information. Wash# same person you spoke to the whole
way through?

Mr Jarvis. Yes, it was.
TheCHAIRMAN: Who was that?

Mr Jarvis. George Rudolf. He is currently employed by P&iton Read, the supervisors
for Global Finance.

Hon GREG SMITH: For the record, who did you work for before yetired?

Mr Jarvis. | had my own newsagency business and | worke@83og/ears at the ANZ bank.
Hon GREG SMITH: When did you work for the bank?

Mr Jarvis. From 1950 until 1984.

Hon GREG SMITH: Did you ever employ John Margaria and GeorgedRi@d

Mr Jarvis. Yes, both of them were on my staff but they wemgployees of the bank, not of
mine. John Margaria was the Esanda finance offate¥ictoria Park - the last branch at
which | worked.

Hon GREG SMITH: At what time?

Mr Jarvis. That would have been in 1984. | finished wogkat the bank in April 1984 and
he was there when | left. He was the Esanda offimaling with the various dealers,
especially second-hand car dealers - the committedd have heard a lot about them.

Hon GREG SMITH: What was George Rudolf's position?
Mr Jarvis. He was my security clerk at Albany when | wasréhfor seven years.
Hon GREG SMITH: Approximately what time would that have been?

Mr Jarvis. | was there from about 1975 and | left in Jagub®82. He was the security
clerk.

Hon GREG SMITH: Was your call to Global about money owing to ywuan outstanding
debt?

Mr Jarvis. Sorry, which one?

Hon GREG SMITH: When you telephoned Global Finance.
Mr Jarvis. What was it about?

Hon GREG SMITH: Yes.

Mr Jarvis. | wanted to know about a transfer. A deal {86900 had been put on the
mortgage and was never funded. | wanted to findabout that because another member of
our syndicate lodged funds on 29 January for $3b 0 transfer had been signed by both
parties but it had not been registered at thatestdgvanted to know how things were going
because everything was frozen at that stage iniMarc

Hon G.T. GIFFARD: Of Global's?

Mr Jarvis. Yes. | wanted to know about the balance oftoust account and also details on
the difference between the amount of the loan df5$80 and the amount that had been
drawn out of the trust account to pay for the blotkand and John Margaria's fees.

Hon GREG SMITH: | imagine that it would not have been surprigingt someone from the
Ministry of Fair Trading or the Australian Secwgi and Investments Commission was
interviewing Mr Margaria at that time.
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Mr Jarvis. It was quite likely. It has since been reporitethe newspapers that Mr Willers
was there three times in December and he could hastidurther interviews. | would say it
would be likely because at that stage the offisenethough the administrator as it was then
had come in, Mr Margaria and Mr Rudolf were stikte. Representatives of the Ministry of
Fair Trading were still likely to come into the péa

Hon NORM KELLY: After the telephone conversation you had on Sdlayou were left
with the impression that minister Shave was inrtfeting with Mr Margaria. In hindsight,
do you believe it is conceivable that he was phat telephone hook-up with Mr Margaria and
someone from the ministry?

Mr Jarvis. Telephone hook-up?

Hon NORM KELLY: Mr Rudolf gave you the impression that Mr Shavas at that
meeting. Is it possible that Doug Shave was ngsighlly present at that meeting, but was
communicating on a speaker phone to his represemfadm the ministry and Mr Margaria?

Mr Jarvis. | would not have noted that. | cannot recalktiter George Rudolf answered the
phone or whether it was June Clark, who was stilpleyed there at the time. Kim Wood

was dismissed on 1 March by the liquidators. Hasd to say, | do not know. | was surprised
at the time at the mention of someone from the stiypibeing there. | would have thought
that someone from the ministry would have been mesewalking into the place. When

someone walks into that office they go in the frdobr, and Mr Margaria's office was the
first on the right. The other people were domuatiferther down the building. Someone
could have walked straight into that door. | neseawv Doug Shave there.

Hon G.T. GIFFARD: Was it Mr Rudolf who subsequently told you teatmeone from the
ministry was there?

Mr Jarvis. Was it him that told me?

Hon G.T. GIFFARD: Yes.

Mr Jarvis: Yes.

Hon G.T. GIFFARD: On what basis did he say that someone from thestry was there?
Mr Jarvis. He just said to me that someone from the minists there.

The CHAIRMAN: Was this in late June or early July?

Mr Jarvis. Yes, that was the second time.

The CHAIRMAN: Casting your mind back to Doug Shave’s diaryy yald us there was a
blank space for about two hours.

Mr Jarvis: | just had a brief look at it. It did not shddargaria’s or Global's name. | took
the guy's word for it, quite frankly. He said e ttime that he was not there, and he was quite
upset about it. | appreciated what he said.

Hon GREG SMITH: 1 will read a record of a conversation to yow drwant you to tell me
whether these are your words or a paraphrase. félate to when you telephoned Global
Finance. The conversation reads -

Dennis asked to speak with Margaria, and was diveranswer that John is in a meeting right
now with the Minister. Jarvis asked “Minister whoRudolf replied “Minister Shave.”

Mr Jarvis: | did not say that at all.
Hon GREG SMITH: You never made that comment?
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Mr Jarvis. Rudolf did not say, “Minister Shave” at all.s&id that. He said to me, “He is
tied up. He has got the Minister for Fair Tradind.said, “Oh, you mean Doug Shave.” |
thought he said, “Yes.” | said that.

Hon GREG SMITH: Have you ever provided a written account of greceedings to
anybody?
Mr Jarvis. No.

Hon GREG SMITH: So anybody who quoted you and Rudolf as havaid, $Jarvis asked,
‘Minister who?’ and Rudolf replied, ‘Minister Shavevould be quoting you incorrectly.

Mr Jarvis. Yes.

The CHAIRMAN: Do you have any record of the conversation?

Mr Jarvis. | do, butitis in biro.

The CHAIRMAN: Do you have it with you today?

Mr Jarvis. It is pretty insignificant. This is what | wetlown at the time.
The CHAIRMAN: May we make a copy of this?

Mr Jarvis. Certainly.

Hon GREG SMITH: Did you ever have a conversation with DeniseilByaabout this
matter?

Mr Jarvis: Yes, a number of times.
Hon GREG SMITH: Have you ever provided a written account ofgheceedings?

Mr Jarvis. No. | mentioned first up in early April of lagear when | was having some
dealings with her and Doug Solomon. At that stage were concerned about how the
liquidator was going. | verbally mentioned to tiesit conversation. Since then she has been
plaguing me, quite frankly. Back in June she pldome up at about half past seven in the
morning when | was still in bed. | told her thaditl not think it had any significance and |
was not prepared to make an affidavit about it bseat was hearsay.

Hon GREG SMITH: Has Denise Brailey ever sat down with you and,s€ould you go
over the proceedings very carefully? 1 would lieewrite them down. Do you mind if |
present them in a submission because | need toitlagbt?” or something similar?

Mr Jarvis. She never put it that way. She did ask if | {dogsee Doug Solomon so that he
could prepare an affidavit to present to Parliamdntold her that | was not prepared to do
that. She said, “Do something about it.” She ramgga few times. She said, “This is Doug
Solomon's number. Give him a ring now. He iseherthe office.” | was going away that

morning. | phoned his office and a staff membédl faat he was engaged with somebody. |
was going to tell Doug that | was not prepareddatd

Hon NORM KELLY: Were you given an indication of who would be samting the
affidavit to Parliament or for what purpose theds¥it would be presented to Parliament?

Mr Jarvis: | cannot recall whether they said a name. Ney did not. | would have thought
it would be the person who was doing all the presgt@ms at the time.

Hon GREG SMITH: Have you ever given your consent to the commgotsmade being
presented as evidence?

Mr Jarvis. No, | have never given permission for that. Wheriginally spoke to Denise
about it last year | said that it was in confidence
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Hon GREG SMITH: What would be your comments about the fact thatcontrary has
happened and your comments have been presentlkd fartn of a submission to somebody
somewhere?

Mr Jarvis. If Denise did that she has organised it herigethose words. They are not my
words at all.

The CHAIRMAN: Whether there were meetings between brokerstlamaninister at the
time is clearly relevant to our inquiry.

Mr Jarvis. | realise what has come up as far as the indgmation is concerned and what

has happened recently in the newspaper. | regterdathink John Margaria is the person you
must get in under oath and ask if he has ever meSiave. If he says that he met Mr Shave
before 23 April, we know that Mr Shave is not tadjithe truth. If he did not meet Mr Shave

up to the date when | spoke to him, Mr Shave haproblem. | did prepare some notes for
the committee.

The CHAIRMAN: At the time you wrote the notes you have proditte us were you quite
clear in your own mind that John Margaria was goaference with Doug Shave?

Mr Jarvis. Yes, | was at that stage.

The CHAIRMAN: In the note you have the comment “George adanthat no
misappropriation of funds have taken place.” Da pelieve that to be an accurate statement
now?

Mr Jarvis. It certainly did not work out that way, did itPhat is what he said to me at that
stage. He may be right; we do not know. The booky have balanced at that stage and
there may not have been misappropriation of fundbat sense.

The CHAIRMAN: We will wait and see.

Mr Jarvis. We will wait and have a look. It will be outxteveek, I think.

Hon G.T. GIFFARD: You said that you had spoken to Miss Braileyumhber of times.
Mr Jarvis. Yes, when she has phoned me up about things.

Hon G.T. GIFFARD: When you have spoken about whether the minvgéer in the office,
are you confident that is what you consistentlyl $aiMiss Brailey and that at no time could
it have got confused or changed around?

Mr Jarvis. Denise is a bit inclined to put things in youounth at times. | cannot be sure on
that. | have had a number of conversations. [l comment further on that.

The CHAIRMAN: Do you have something else to present?

Mr Jarvis. | have a screed here that | wrote out for themoittee. There are copies for
everybody.

The CHAIRMAN: As you have written it out, we can read it.tHsre anything you wish to
comment on briefly?

Mr Jarvis. That is a copy of all the meetings | have hddprovided that to Solomon
Brothers back in May 1999. It contains all theisas meetings | have had with Mr Shave
and with the Australian Securities and Investmedsnmission, which members will find
quite interesting.

The CHAIRMAN: Are there any key points you want to highlight?

Mr Jarvis. There is one item | will highlight. There ardeav things | want to bring up.
Members should look at page 4 of the notes | haweigled detailing all the meetings | have
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had. It indicates that my wife and | attended ating with Mr Shave in March 1999. | do
not have the exact date, but it will be in his giakWe met to express our concerns about the
creditors’ meeting in February 1999. During thisating Mr Shave mentioned that a relative
had funds invested with a mortgage broker. Hendidsay which mortgage broker. | am not
sure who the relative was. It is quite clear thatknew at that stage a relative had funds
invested with a mortgage broker. The only broket thad gone into administration at that
stage was Global, so it was not Global. | havisteof everybody's name who was involved
in Global.

The CHAIRMAN: What do you think the purpose would have bearfearring to a relative
being involved?

Mr Jarvis. My wife and | differ on this. She thinks | mesdrd it, but | do not know. At the
time | thought it was his ex-mother-in-law. Thathe impression | got. My wife says that as
far as she is concerned it was just a relative.

Hon GREG SMITH: Was he saying that in the context of indicatingnderstand”?

Mr Jarvis. Yes, it was just in general conversation. Hd,s& have got a relative tied up in
it as well.”

Hon GREG SMITH: | notice that you had a relationship with Blagkiee and Dixon. Did
you lose any money through Blackburne and Dixon?

Mr Jarvis: | will be quite frank. Keith Dixon was a manage the ANZ Bank. He started
Blackburne and Dixon or took over another compainthat stage with Owen Blackburne.
Owen Blackburne also comes from Albany. If youdavook, you will find so many people
coming from Albany who are tied up with crook broke Unfortunately, Owen disappeared.
Ken Dixon is out of it now. | borrowed some mornaya fixed mortgage when | went into
business through Blackburne and Dixon. The fiegjgpof my submission explains why one
borrows money on an interest-only basis; thataspreserve capital and to only pay back
interest when starting or expanding a businegsordowed, and | also had loan funds through
Blackburne and Dixon. | had one loan of about $200 through a company called Kentlaw
Pty Ltd on a commercial property. As it turned,ddven Blackburne ended up in that one as
part of the borrowing. A large amount was borrowead that was the last loan | had with
them.

Hon GREG SMITH: Did you not lose any money?

Mr Jarvis. Until this last one with Global, | never lostant. Throughout my involvement
with Blackburne and Dixon and Global, | have nevad a payment a day late. It was always
spot on.

Hon GREG SMITH: Was nothing happening in 1996, 1997 or 1998 ¢hased alarm bells
to ring for you?

Mr Jarvis. Page 2 of my letter refers to Blackburne andoDix| have copies of letters from

Blackburne and Dixon and John Margaria. The comemitshould have copies. John
Margaria was employed by them until July 1994;dampany dealt through Blackburne and
Dixon. He and Kim Wood resigned to operate Globalance in its own entity. | have

copies of letters. Director Ken Dixon left. | didt have a comfortable feeling dealing with
the office manager, Ken O’Brien, and | think he pesblems at the moment.

In November 1998, | spoke to Kim Wood regardingeaade reports iffhe West Australian

on 2 September 1998 and tBaday Timeson 15 November 1998 regarding Mr Lens and the
Balga Shopping Centre loan. Kim advised that iheagon was being sorted out and that
Denise Brailey was causing an adverse reactiothian. Kim confirmed that they were not
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having any other major problems with accountsidlrebt know that Kim Wood had resigned

as director until | was advised at the first credit meeting in February 1999. For what
reason did she resign? The Gunning report spetls ¢ot more about that aspect. | state in
my note that Kim must have had a good reason &igmeng. She was probably finding it a

bit hard with John - | do not know.

In December 1998, | spoke to John Margaria aboumvesting $100 000 that was repaid
from Opulence. Members may have read about Opejenbich was involved in a large
heritage building in East Fremantle. The directbOpulence was James Miorada, who has
the University Building Society. He had a write-apone stage that one was government
sponsored | believe. The funds became availabipoke to John about re-investing that in
December 1998. He advised that he had a York gigiomh deal but felt that | was too fussy
to accept that kind of investment. He was dedltridgt has since gone flat and they have not
sold a block of land out there. | would not gooithat one. He mentioned a display home
transaction that would be blue chip. It startedatif right. They bought the block of land.
The land was purchased from our $315 000, and $008vas drawn out to pay $96 000 for a
block of land. It was supposed to be $106 000,latainot know what happened to the other
$10 000. John Margaria took out $6 300 for his fieem that as well.

On 19 February, they went into administration ane building had not started. We had
$206 775 sitting in a trust account. It was tret lavestment entry that ever happened with
Global Finance. It was disturbing to note from tBanning inquiry evidence that during

December 1998 a staff investigator from the Ministf Fair Trading, Jack Willers, made

three visits to Global - possibly others before affigr - to investigate concerns about the
company. If | had been aware of this situatiorwwduld not have invested in the loan.

Margaria, and | am sure Kim Wood and everybody eisthat company, knew that things

were not going well. However, they accepted or35300 as the last entry. Thatis it. | will

let the committee have the other documents.

On Friday, 3 March 2000, my wife and | had anothereting with Mr Shave and his
secretary in his electoral office. We discussedoowurt case about Mr Di Rosso’s attempt to
take possession of our mortgage security. Mr Sipdnamed his policy officer, Bill Mitchell,
to arrange a meeting for us with Jeff Herbert, shpervisor of Global. It was organised.
Later that day, Kevin Prince phoned me from Albdory information about our syndicate
member, Mr Dino Pozzi. He could not understandtvidiao was going on about. | sent a
memo down there, so Kevin called me.

The CHAIRMAN: Did you send the memo to Mr Prince?

Mr Jarvis: | sentit to Mr Pozzi. Mr Prince is the locaémber down there, so Pozzi went in
as a constituent to have a word about how thinge weing and what | had put in the memo.
Mr Prince could not understand what Mr Pozzi wasbaut, so he phoned me from Albany.
| spoke to him for half an hour explaining thingshim. This was 3 March 2000.

The CHAIRMAN: What sort of issues did the memo raise?

Mr Jarvis. It was about what was happening within our sgati, where we were going
with our mortgages and our court cases - thingstlilat.

The CHAIRMAN: Did Mr Prince offer any suggestions or advice?
Mr Jarvis. No, he did not offer any suggestions.
The CHAIRMAN: Did he just want information from you?



Finance Broking Industry in WA 8 September 2000 ag®9

Mr Jarvis. It makes it fairly awkward. Constituents aredtiup in the mortgage industry
down there. To go to see Mr Prince now with higolaement to get advice would not be
very good. | also knew Mr Jamieson pretty welhibany when | was down there.

The CHAIRMAN: Could we get a copy of the memo?
Mr Jarvis. | do not have it here. | think you would fitdsomewhat irrelevant.

Hon NORM KELLY: You were a bank manager for many years and ablydave been a
steady investor in mortgages. Can you give thenaiti®e some general feelings about why
we are in this mess? We have seen a range oftamgsdsecome caught up, from what might
be called very astute to those who have not ddriaeir homework. Somebody with your
experience knows how to handle money well, butwete still caught up.

Mr Jarvis. | am an experienced investor and | was caughibap A lot of the investors are
very old people with no finance background and tleaye it to the broker. Over the years,
we have never had a problem with it. The first pathe notes | submitted read -

Some people consider Investors in the Private Mgegindustry as greedy, chasing
high interest rates with little concern for safety.

This is not the case.

The Mortgage Broking Industry has had a significesle to play in the financial
industry for many years.

Until recently it was a respected industry.

The role of “interest only” monthly repayment loawas mainly utilised to assist
people with “bridging finance”, Business Purposed @Working Capital requirements.

This allowed retention of cash flow during estdinnent and growth periods without
having to meet principal commitments.

During the 1970 and 80s the Central Bank controfigdate bank funds and credit
squeezes were created which caused some banksetd portions of their clients’
funding requirement to outside sources.

When | was a manager in Albany we were directeduyhead office to arrange outside loans
to complement some of the bank’s lending. If oad b $200 000 proposal, the bank would
lend $100 000 and we would try to get private magtes outside.

Hon GREG SMITH: Was it with an interest-only component?

Mr Jarvis. Yes, it was interest only. It was a directioanh the ANZ Bank in the 1980s.
Funds were hard to get. Banks could lend onlyuasld were regenerated, and they wanted
principal-interest repayments. As the funds wegenerated, they could lend again. The
central bank controlled it to some extent. Anyb&ayn a bank would know that.

Hon GREG SMITH: Did the bank have preferred brokers they hadlde up on or had
faith in, or did the bank tell people to see afficebroker to arrange interest-only capital?

Mr Jarvis. We arranged it for them much of the time. Thalbmanager would ring up the
brokers. We had contacts with brokers, and we evdnb up and arrange it for them.

Hon GREG SMITH: This is probably a leading question: Would y@ye rung Jamieson
in Albany?

Mr Jarvis. He was in the insurance business at that stegejas not a broker. The brokers
were mainly in Perth. My prepared note continues -
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The 1989-90 period saw the bank interest ratestoisg2%, with much of the bank
lending being directed to Discounted CommercialsBilith a maximum of 180 days
roll-over.

That did not suit a lot of people. Commercial ©iwould come from a separate
funding section the Central Bank allow.

Many people did not want that because it was disigmli They took the interest out in one
go, then next time they would take a little more.

Hon GREG SMITH: They would borrow your capital back.

Mr Jarvis. People did not like it. This lending was navays suitable. Longer-term private
mortgages were attainable at much lower intergssral know that private mortgages were
lower than the bank rates at that stage. | waslwed. Building societies also diverted to
commercial lending and lending percentages incokdase90 per cent of the valuations
covered by the Housing Loans Insurance Corporadioth the Mortgage Loans Insurance
Corporation. The private mortgage loan generaijnained at 65 or 70 per cent of the
valuation. They remained around that level, amy #re supposed to remain at it now. It has
been only in the past five years that unsavourydvegrs have entered the scene to corrupt
some brokers driven by greed. It is not only brekeinfortunately some valuers are also
involved. We were caught out. | have always domneown valuations and used a sworn
valuer. | checked every property. | asked Johngslaa for one on this occasion. His
proposal was for a sworn valuation on completio8480 000. | asked him for the valuation,
a copy of which | received from him. It showedtttiee land was valued at $120 000 and the
building was valued at $330 000 on completion.idl mbt know that Ron O’Connor was a
crook at that stage. He was requested by thewerrto do the valuation. The land was
purchased for $106 000. He did a valuation on &bwer 1998 of $120 000. The block
was bought for $106 000. All the blocks administeby Satterley Real Estate at Sanctuary
Waters had designated values. How could a valueawalue of $120 000 on it? All those
blocks have a $5 000 rebate for fencing. The bisak probably worth only $101 000 at that
stage. He did not do his homework and indicat¢ ithlaad “encumbrances - nil”. It had a
building covenant on it, but we never got a copyhait. It stated that a display home could
not be put on it. There was a secret agreementeleet Satterley Real Estate and the
borrower that they would build a two-storey displayme. That caused many problems for
us, because we have an ongoing court case aghmgjuarantor. It has cost me about
$20 000 in legal fees. We have the land now astgagees in possession because the
company has gone into liquidation. | have heardmaour that the guarantor has gone into
bankruptcy.

The CHAIRMAN: Who was the guarantor?

Mr Jarvis. Da Vinci Homes. | have those documents. Tt ef thing happened.

Unfortunately, John allowed that draw down for thed. | did not see a copy of the
mortgage until 19 February - the day it went intbmanistration. As members realise, a
mortgagee does not sign a mortgage, only the mgwtgaAll we had was a notice to the
lender-borrower, which has been the general themgha industry. They are required to
provide one page setting out the names and the rdmoWe never saw a copy of that
mortgage. The schedule changed from what we utoaelrst to be, but we did not know
about that. He made up what he wanted in the mgetgfor example, he included “interest
capitalised”. Why would one want to capitalisesheist? It was a hell of a mix up.

John took out all that money - $108 000 was withwafraand the value of the land was
$106 000. Instead of lending 70 per cent, we Wamding over 100 per cent. That is where
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we are now. We have a sworn valuation of that loch September last year of $99 000
from another source. lItis a hell of a mess. hdbknow where it will end up.

The CHAIRMAN: We have heard a lot of evidence of similar cases

Mr Jarvis. | was also going to raise another significarstues We had a meeting on
Thursday, 29 April 1999 at Doug Shave’s office.eTheeting was attended by Geoff Fields,
an investor; Paul Redman; lan Parker, Hon Doug &hRat Walker; and Bill Mitchell. After
we completed that meeting, we walked outside. \&tmauld be sitting outside the window
but Denise Brailey and Mr Ken Fidge. They probdaidard everything that was said inside.
That might have been the day that Mr Fidge told3¥lave about his father-in-law.

The CHAIRMAN: You made the comment that they would have hegedything that went
on.

Mr Jarvis. The window was open and they were sitting oetsiVr Fidge might be able to
say whether he heard.

The CHAIRMAN: If they had heard, what was the significancéhat?
Mr Jarvis. | do not know.
The CHAIRMAN: What things were discussed?

Mr Jarvis: According to the newspaper, Mr Fidge said tleah&ad spoken to Mr Shave about
his father-in-law. | am simply confirming that Miidge was there that day and that Bill
Mitchell was in the office.

The CHAIRMAN: What things were you discussing in the meetirtg WMr Shave?

Mr Jarvis. We were looking at sorting things out with tiguidator before a supervisor was
appointed. We wanted to get somewhere with it. dkanised a meeting in Parliament
House with Mr Shave. A number of people attendedr-Shave, Mr Mitchell, another
member of the ministry, Greg Harvey, two peoplerfrihe liquidator’s office, the lawyer for
the Ministry of Fair Trading, and four investorsVe discussed a number of things - mainly
trying to get funding and perhaps setting up a super. That was the start of making
inroads into getting the finance from the Governtiienthe supervisor.

Hon GREG SMITH: Please give us your opinion of the minister'siciact towards and
attitude to you as an investor. Has he done wbatwould have expected him to do to help,
or has he been uncaring?

Mr Jarvis. Doug Shave has been good up to a point. lroffise he is very good and he
will do what he can sitting there in the chair. c®ryou get out of the office, it disappears.
You do not get very far. You never get any furtbace you leave the office, but it is good
inside.

The CHAIRMAN: Members say one thing in the Parliament and dother in their
electorate office.

Mr Jarvis. Yes.

The CHAIRMAN: You mentioned that you did not have a comfogdbEling when dealing
with the office manager, Ken O’Brien. What was gineblem?

Mr Jarvis: It was his attitude. | met him only once - iigimt have been twice. Then he put a
deal to me after Margaria left for a Peter Tillyhad one look at it and chucked it in the bin.
We all knew what Mr Tilly was like. That was theefing | got. He was doing something
that was not right.

TheCHAIRMAN: It was more a reaction.
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Mr Jarvis. | had no rapport.

The CHAIRMAN: You state that Kim advised that the situatiorswaing sorted out and
that Denise Brailey was causing an adverse reacthas that the total context or were they
suggesting that it was all Denise Brailey’s fault?

Mr Jarvis. Denise was making things awkward because shegei@g to the media and
making it hard for them.

The CHAIRMAN: Has she now been proved to be correct on th@gtera and about the
Balga shopping centre?

Mr Jarvis. Yes. She was making waves in the media andngakawkward for them

The CHAIRMAN: Did anyone other than you, your wife and Mr Shattend the meeting
in March 19997

Mr Jarvis. Which meeting was that?

The CHAIRMAN: The meeting of March 1999. In the written susion you point out
that, in addition to these meetings, your wife god attended a meeting with Mr Shave in
March 1999 to express your concerns about thetorsimeeting in February 1999.

Mr Jarvis. There were only three of us there.
The CHAIRMAN: You are obviously a constituent of Mr Shave.
Mr Jarvis. Yes.

The CHAIRMAN: You made a comment earlier about the KentlawlLRdydeal. Was that
the Stirling Gate or the Joondalup Gate deal?

Mr Jarvis. That was in 1992

The CHAIRMAN: Did it relate to the development at JoondalupeGa Stirling Gate?

Mr Jarvis: Buildings already existed. They paid about $fr$8m for that.

The CHAIRMAN: On what development? Kentlaw Pty Ltd did a nandf developments.

Mr Jarvis. | would have to check. We had a combined mgegaver one of the buildings
there that housed Cullity Timbers or one of thosrigs.

TheCHAIRMAN: What suburb was it in?
Mr Jarvis; It would have been in Balcatta.

The CHAIRMAN: You mentioned that Owen Blackburne ended up waithinterest in it.
Was that disclosed to you before you made the tmesst?

Mr Jarvis. No, it was not. | thought about bringing it u@riginally, a husband and wife
were going to be totally involved in it, but thegaided they would not. That is when they
formed another company - | think it was called KantPty Ltd. The other people who were
originally going to take it over completely -

The CHAIRMAN: Was that Pavlinovich or Johnson?

Mr Jarvis. No; | think he sold it. These other people wgoiang to put in a hardware shop.
They could not get it for a couple of years becahsee was a lease on it already. That was
too far away for them, so they decided they wouwthe in as shareholders in Kentlaw Pty
Ltd.

The CHAIRMAN: | would like any documentation you have on tinahsaction.

Mr Jarvis. | was very surprised that Mr Shave sent a lgtiamy cousin, who lives in his
electorate. It states that he is her elected mepofld@arliament and -
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At present the State Government is heavily invblireassisting the elderly investors
who have been victims of a number of unscrupulmente brokers who offered them
high rates of return on their investments.

He did not send a letter to the investors in hestelrate. | found that strange. The money
expended on sending out those letters was a wheigeould have put it in the newspaper and
given the money to help some of the investors whoewot very well off. | thought | would
raise that.

Hon RAY HALLIGAN: 1| know that you are an ex-banker and that yotehzad plenty of
experience in banking. | refer to these files, aadticularly to Blackburne and Dixon - |
think it has cropped up elsewhere. The documeamtaindicates that funds were being
received to pass on to a borrower. The propossdudiement of those funds sometimes
included the payment of interest over a period.atTheans, of course, that you are getting
your own money back.

Mr Jarvis. That is dead right.

Hon RAY HALLIGAN: Do you believe this was the norm? Was this kapm quite
frequently?

Mr Jarvis. It has been happening with another broker | detth. | have a number of
mortgages with them.

Hon RAY HALLIGAN: Has it ever happened with any of your mortgages?

Mr Jarvis. Yes. There are two that | have got. On theeamnirone | have now, we were

borrowing our own money back. It is interestingttiall of Margaria's proposals say that
interest payments on this loan are considered asf&lobal Finance will retain interest
payments for the construction period of six monthikich will be held in trust to be paid

monthly to investors. That is standard on evetiete They also say that existing current
accounts on display homes at Wembley Lakes and tAafiers are well conducted by
Global Finance. Of course they are, because yoweiting your own money back. That is
on every one of them.

Hon RAY HALLIGAN: The money is being provided by the lenders, ardy with no
principal repayments, but also with no interestagepents from anyone other than
themselves.

Mr Jarvis. That is exactly what has happened.
Hon RAY HALLIGAN: Do you believe that should have happened?

Mr Jarvis. | am not sure, because | have not dealt withesofithe other brokers. The ones
whom | dealt with at Blackburne and Dixon were aball like that, because they did have a
cash flow, but the ones through Global were lila.th

Hon RAY HALLIGAN: You said that during December 1998, Mr Willeexlhmade three
visits to Global, and had you known about that, ymuld not have invested. What would
have gone through your mind to cause you not tat wamvest? Would you have made an
assumption that because a member of the Ministryanf Trading had visited that broker,
something was definitely wrong, or would that havempted you to investigate further?

Mr Jarvis: | would definitely have investigated furthef.| had known that the ministry was
investigating Global, | certainly would not have@sted with it.

Hon RAY HALLIGAN: | suggest you could not make the assumptiongbatething was
definitely wrong of a magnitude that would causeple not to want to do business with that
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broker, because there are a variety of reasonsirthiastigators go to finance brokers, are
there not?

Mr Jarvis. If there was some concern by the ministry, @dtd have brought this to public
notice. | know there are a lot of legalities inxed with it.

Hon RAY HALLIGAN: Would that investigation have had to take placer to its advising
investors?

Mr Jarvis. Yes. It would have to investigate it prior tat, for sure. That is what | thought
he was doing. Mr Willers was there three time®eéctember. | never put any of my money
in until 8 January. That was the day the mortgags® registered. The last amount - the $35
000 - did not go into until 29 January. A fair bittime went by before that mortgage was
completed, but members of the ministry were thei@ecember. They might even have been
there before. That is only what is reported. Thmght have been there before or after. They
could possibly have been there well before.

Hon RAY HALLIGAN: Did you know why they were there in December®ohder if the
guestion was ever asked.

Mr Jarvis. They might have been there to look at his liegrvehether there was a problem
there. It is hard to say. As far as | am concgrmehatever happens and whatever business
you are in, the buck stops with the person atdbe 1 feel a bit sorry for Doug Shave. | wish
he had come out and said, “My department is nokingrwell; | have got to accept that", and
that he had accepted it gracefully. | feel thdtéfhad done that, people might have forgiven
him a bit. | just feel that he has covered himsglfall the time. You cannot do that. You
have got to own up to things and accept them apd‘shave made mistakes; | have not done
the job properly, but I will rectify it.” That isvhat should have happened. Doug was big
enough to do that, and | think he should have doae

The CHAIRMAN: That is probably the advice our parents havergiil of us at one stage
or another.

Mr Jarvis. | would say so.
The CHAIRMAN: Thank you for giving us your evidence, Mr Jarvis



