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Dear McMullighan

APPLICATION UNDER THE FREEDOM OF INFORMATION ACT 1991

| refer to your application made under the Freedom of Information Act 1991 (FOI Act),
dated 21 May 2019.

Your application seeks access to:

“All minutes, briefings and correspondence fitled ‘HomeStart Finance Board
Meeting — October 2018’ as described on the Objective document management
system, between 12 July 2018 and 21 May 2019.”

The legislative prescribed timeframe to determine this application has expired and is
now deemed to have refused you access to all documents relevant to your
application. | refer to my letter dated 26 May 2019 where | sought additional time to
make my determination.

The purpose of this letter is to advise you of my determination. An extensive search
was conducted within this office. A total of 1 document was identified as answering
the terms of your application.

| grant you access in part to 1 document; a copy of which is enclosed.

Documents released in part

This document is released in part. Contained in the meeting papers are a number of
separate papers.

Sections of the document have been redacted because they contain specific
information of the demographic profile of HomeStart's customer base. The provision
of this information has the potential to impact HomeStart’'s business by providing a
competitive advantage to other financial institutions.



In addition, detailed sensitive financial information about HomeStart’s future financial
estimates and projections over the forward estimates have been redacted.

| have determined to exempt this information pursuant to clause 15(a)(b) and clause
16(1)(iv).

Details provided in the Potential Current Shortfall Report have been redacted as it
contains a list of properties which have been realised and awaiting sale. If disclosed,
this could in turn enable the identification of individuals.

The document also contains sensitive information specific to property write-offs and
contains specific information that would allow the identification of certain properties
which in turn could allow the identification of individuals.

Information relating to specific properties have been redacted, as if disclosed, could
identify individuals.

Sections containing specific information providing the identification of certain
HomeStart employees have also been redacted.

| have determined to exempt this information pursuant to clause 6(1).

Exemptions
Clause 6 — Documents affecting personal affairs

A document is an exempt document if it contains matter the disclosure of which would
involve the unreasonable disclosure of information concerning the personal affairs of any
person.

Clause 15 — Financial and property interests
A document is an exempt document if it contains matter the disclosure of which—
(a) could reasonably be expected to have a substantial adverse effect on the financial
or property interests of the State or an agency.
(b) would, on balance, be contrary to the public interest.
Clause 16 — Agency operations
(1) A document is an exempt document if it contains matter the disclosure of which—
(a) could reasonably be expected—
(iv) to have a substantial adverse effect on the effective performance by an agency
of the agency’s functions.
(2) A document is an exempt document if—
(a) it relates to an agency engaged in commercial activities, and

(b) it contains matter the disclosure of which could prejudice the competitiveness of
the agency in carrying on those commercial activities.



Please note, in compliance with Premier and Cabinet Circular PC045 - Disclosure
Logs for Non-Personal Information Released through Freedom of [nformation
(PC045), the Department of Treasury and Finance is now required to publish a log
of all non-personal information released under the Freedom of Information Act 1991.

In accordance with this Circular, any non-personal information determined for release
as part of this application, may be published on the DTF website. A copy of PC045
can be found at the following address: hitps://dpc.sa.gov.au/resources-and-publicat
ions/premier-and-cabinet-circulars. Please visit the website for further information.

As | am determining this application as Principal Officer, Section 29(6) of the Act
does not provide for an internal review. If you are dissatisfied with my determination
you are entitled to exercise your rights of external review with the Ombudsman.

Alternatively, you can apply to the South Australian Civil and Administrative Tribunal.

If you wish to seek a review, Section 39(3) of the Act states you must do so within 30
calendar days of receiving the determination.

If you require any further information, please contact Vicky Cathro on 8226 9769.
Yours sincerely

J ‘
-

ok

Hon Rob Lucas MLC
Principal Officer

¥ December 2019
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RE: HOMESTART FINANCE BOARD MEETING — OCTOBER 2018

Monthly reports — September 2018

e Total Settlements (including Home Equity and Redraw) were $36.7 million.

o Discharges were 128 loans worth $23.4 million.

.» YTD profit before tax was $5.85 million.

« Capital adequacy was 13.6%.
» Return on Equity was 14.1%.

2018-19 Operating Outlook
Board approved the paper.

Risk Appetite Quarterly Update
Board noted the paper.

Realisations —~ September 2018
Board noted the write-offs,

Strategic Scorecard Review
Board noted the paper.

Head of Strategic Development Update
Board noted the paper.

g

John Ollver
CHIEF EXECUTIVE
HomeStart Finance

17/10/2018
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. 1810
HOMESTART BOARD

The meeting to be held at 1.00pm on Tuesday, 16 October 2018
in the HomeStart Finance Boardroom, Level 5, 169 Pirie Street, Adelaide

AGENDA

Welcome and apologies
Conﬂicts of interest

Minutes of previous meeting
- 18 September 2018
- Action List

Minutes of preVious Committee meetings
- ALCO Committee minutes; 18" September 2018
- HomeStart Economic Overview

1810.1 CEO Report — September 2018
| Papers/Presehtations
Approval:
1810.2 2018-19 Operating Outlook
Noting: ~ '
1810.3 Risk Appetite Quarterly Update
1810.4 Realisations ~ September 2018
1810.5 Strategic Scorecard Review
1810.6 Head of Strategic Development Update (Andrew Mills)

2.00pm Finance Industry & Banking Royal Commission Update - Heather Baister, Delvitte

Distribution:

Board: Jim Kouts, Ghalr Sue Edwards, member
Chris Ward, Deputy Chair Daryl Royans, member
Carmsl Zollo, member Shanti Berggren, member
Cathie King, member

External: Hon 8tephan Knoll, Minister for Transpon, Infrastructure and Local Government
Tammie Pribanic, Treasurer’s Representative

Internal: John Oliver Andrew Mills
Deb Dickson . David Hughes

Kay Lindley Meree MeAuley
Tricla Margrle — Mihutes )
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Minutes of Board Meeting held on Tuesday, 18 Septembher 2018
in the HomeStart Boardroom, Level 5, 169 Pirle Street, Adelaide

PRESENT Jim Kouts (Chair)
Sue Edwards
Chris Ward .
Darryl Royans
Carmel Zollo
Shanti Berggren (via video conference)
Cathile Kihg

ATTENDEES John Oliver
Adam Pamula
Tricia Margrie (minufes)

The Chair opened the meeting at 1.00pm.
CONFLICTS OF INTEREST

- NIk

CHAIR UPDATE

The Chalr noted that the State Budget was handed down on 4 September 2018 and there was no material impact for
HomeStart. The Minister has confirmed he will vislt the HomeStart office and meet the Board at its November 2018
meeting.

The CEO KPls for 2018-19 have been finalised and Hender Consulting will be engaged to undertake é market
CEO salary review in line with confract undertakings. .

The Chalr recently met with the new Chalr of the Wyatt Trust, David Minns. The organisatlon is currently
implementing changes to its Investment parameters; opportunities for HomeStart to work with the Wyatt Trust will
contihue into the future.

John Ollver confirmed the HomeStart's Borrowing Limit increase request Is currently being conslidered by the

Treasurer who has requested additional information. Board noted the current tightening up by the banks is not only
Increasing the number of customers coming to HomeStart, but decreasing the number of discharges.

MINUTES OF PREVIOUS MEETINGS

The minutes of the Board meeting held on 21 August 2018 were confirmed as an accurate record.

The minutes of the Asset and Liability (ALCO) Committee meeting held on 21 August 2018 were noted. Chris Ward
provided an update on the latest ALCO meeting including; _

s Economic update;
o The RBA left Interest rates on hold for another month, which Is now two years without change
o Banks are tightening credit standards in light of the Banking Royal Commission with the level of loan
scrutiny increasing
o Consumer spending remains high
o . South Australia’s unemployment rate Increased marginally to 5,7%
o Australia's population growth was 1.7% compared to South Australia which was 0.6%, however
Adelaide’s growth was the same as ttiat of the national growth
« ALCO approved an increase in the Standard Variable Rate of 15hp effective 24 September 2018 and aside
from an interstate online report and a small reference in the Financial Review, no feedback has been received

Sensllive: Commerclal : Page 1 of 4
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* The Stress Testing paper was noted; this is an outcome of the Moells review, A broader spread of testing
variables will be used for the next stress test
* Arrears contihue to perform welt

ACTION LIST

No ftems were due.

MONTHLY REPORTS
1809.1 CEO Report — August 2018
John Oliver spoke to the following matters;

» Settlements for the past two months have totalled over $40m per manth, which equates to
$18m more year on year and $14m In portfolio growth

* The market has tightened up, reflecting In a stronger quality of loan application

» Timing issues are reflected In the P&L In part due to the delay In recelving approval for the
Communications Plan which has now been approved and advertising in the media has
recommenced

« Discharges and arrears remain low, however the seasonal impact of the Adelaide Show is
yet {o be felt

* The néw [S reports Include the number of ‘undesirable emalls stopped’ (SPAM) per month
coming into the organisation; the last six month average Is 15,000 per month

* Employees ralsed $1,000 during the Farmers Flannie Friday fundraising event held to ralse

maney for drought siricken farmers, HomeStart donated another $2,000 to the Buy a Bale

campalgnh .

HomeStart has contributed to a housing report being prepared by the Offlce of the State Co-

ordinator General at the request of the Premler relating to potential Interventions and

strategles for housing affordability in SA

* HomeStart was named the Employer of Cholce (Public Sector & NF P) at the Australian HR
Awards on 7 September 2018; there were eight finalists In the category out of hundreds of
nominations

Board noted the monthly reports.

For Officlal Use Only Ps:i;e 20f4




Papers/Presentations

Approval

David Hughes jolned the meeting af 1.62pm

1809.2

Noting

1809.3

1809.4

1809.5

2047-18 Financial Statements

David Hughes informed the Board that current HomeStart business Is strong due to the banks
tightening their lending criteria and HomeStart's strategic marketing campalgn in place. The
business continued to focus on delivering on its operating parameters,

Audit of the financial statements has been completed and thers has not been any changes.

Board approved the financial statements and signing of the Management Representation
Iettar {o the Auditor-General’s Department.

2017-18 Annual Report

John Ollver spoke to the Annual Report noting a brief reference to the breach of compliance training
will be included. The Minister has indicated his willingness to table the annual report In Parliament
as soon as practicable rather than the previous approach adopted which saw the tabling delayed
untll December,

Board noted the paper.
Realisations — August 2018
Board noted the write-~off.

Information Services Update

Duncan Holt joined the meeting at 2.09pm.

Duncan Holt provided an update to the Board. Points to note included;

¢ [Steam
5 The new consolidated team is motivated and up-skilling training Is being completed

where required _
o 33 capability and maintenance projects are on the calendar for 2018-19
o Many of the Year 1 objectives assoclated with the IS Strategic Plan and shared with
Board in February this year are well underway or have been completed.
Governarice
o There has been an improvement in governance maturity within the organisation
regarding project process and documentation
o A refreshed disaster recovery plan Is now in place which has been tested,
documented and regular testing schedule established ‘ :
« FElectronic Document Record Management System (EDRMS)
o The procurement process is now complete and a vendor recommendation has been
made to the Executive :
o This s a considerable project that will affect all employees
Cyber Securlty

For Offlcial Use Only
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o The highest threat Is considered to be employees via social engineering and
phishing; testing and mandatory training is in place
o Securty proflle (active Intrusion detection) improvements will also be made
Board noted the paper.

Duncan Holt left the meeting at 2.47pm,

OTHER BUSINESS

The Chalr asked Board members for suggestions of guest speakers that can be added to the 2019 Board calendar.

The Ghair closed the meeting at 2.49pm.
NEXT MEETING

The date of the next Board mesting is Tuesday, 16 October 2018, commencing at 1.00pm, at HomeStart Finance,
Level 6, 169 Pirle Street, Adelaide, .

JIVM KOUTS

GHAIR

HOMESTART FINANCE
/ /20
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Board action list o EINANCE]

16/10/2018

Action Red d ompletio Perso
Date Ra » a
Date Respo ble

21/08/2018 October 2018 Andrew Mills Pending

1808.1 Shared Equity update .
21/02/2018 February 2019 Jim Kouts Pending

1802.6 SA Water / Council rates and realisations discussion with Minister

21/08/2018
7
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Minutes of Asset & Liability Gommittee Meeting held on Tuesday, 18 September 2018 -
in the HomeStart Boardroom, Level 5, 169 Pirle Stréet; Adelalde

PRESENT

ATTENDEES

Chris Ward (Chair) ‘
Darryl Royans

Carmel Zollo

John Oliver

David Hughes

Deh Dickson

Leon Watkins

Andrew Kennedy (SAFA)
Don Munro (SAFA)
Tricla Margrie (minutes)

The Chair opened the meeting at 9.00am.

CONFLICTS OF INTEREST

NIl

MINUTES QF PREVIOUS MEETINGS

The minutes of the previous meefing held on 21 August 2018 were confirmed as an dccurate record.

ACTION LJIST

No items were due,

EGONOMIC UPDATE

David Hughes spoke to the circulated document “Economic Update — September 2018" and provided a general
economic update. Points to note included;

David Hughes attended a Westpac breakfast last Thursday with guest speaker Bill Evans; who
belleves the RBA will keep the cash rate on hold until 2020 due to a combination of the US dollar
putting pressure on the Australlan doilar and consumer spending remalning high

Wholesale rates remain high, however have stabilized

The South Australian housing marketing remains steady, however the concern remalns consumer
spending that has outpaced income growth for many years now

In trend terms, the South Australian unemployment rate increased marginally from 5.6% to 5,7%,
still a marked Improvement on last year's 6,0%

Whilst Australla’s population growth of 1,7% Is very strong compared to other developed
economies, South Australia remains very low at 0.6%

SAFA UPDATE

Andrew Kennedy provided an update on market conditions. Points to note Included;

Andrew noted that Adelalde’s population growth is 1.7%, in part due to fmmigrants who remain in
reglonal centres for the minimum required time, then move to clties (primarlly Melbourne and
Sydney)

Sensltive; Gommerclal




1809.1

Following the release of the State Budget on 4 September, SAFA have updated their portfolio to
accormmodate the Government’s $1.4b future infrastructure spending program; SAFA accessed
markets in September and will do so again in November 2018, February and May 2019

Markets are very busy with $1.7b corporate supply of funds since 1 August 2018; there Is also a
strong current Interest In paper, the government is now offering bonds to 2060

Geopolitical volatility continues to be the biggest economic concern; the American President Is due
to announce a 10% tax on $10b worth of China Imports shortly

There is a tightening of liquidity markets globally

Standard Variahle Loan Interest Rate Increase

The paper was circulated via email to the ALCO Commiitee on 6 September 2018.

ALCO approved the paper via circular resolution.

1808.2

Standard Varlable Rate Effective Date

Following approval of the increase to the standard variable rate and during the preparation for
implementation, it was determined that a more appropriate effective date would be 24 September
2018, not 25 September as Indicated in the paper. As a result, all public communication has been
prepared with the effective date of 24 September 2018,

ALCO approved the effective date of 24 September 21018 for the increase fo the Standard Rate.

1809.3

Treasury Reports —~ August 2018

Leon Watkins spoke to the paper. Points to note included;

Margins are still well helow the levels of early this calendar year, however the Increase to the
varlable rate will improve margins

The level of debt refinancing over the next twelve months Increased to 30% with the August 2019
maturity now within twelve months

Based on the operating outlook, net borrowing of $175m Is required over the next twelve months,
and in addition, pre commitments may see the current borrowing fimit exceeded earlier than this

ALCO nofed the report.

1809.4

‘Asset Quality Reports — August 2018

Leon Watkins spoke to the paper. Points to note included;

Write-offs have been volatile with the effect of the high volume for July being offset in August which
had only one loan Joss; at this stage September s expected to also be below average

Arrears continue to improve, however seasonal influences are expected to have an impact in
September

Five new potential shortfalls were added for August totalling $321,509 net

The new shortfall reports were noted, additional information will be ingluded next month

ALCO noted the report.

1809.5

Arrears Analysis Report

Leon Watkins spoke to the paper, Points to note Included;

Broker loans are showing better arrears outcomes overall compared to the benchmarks
Some results for older loans have been much higher but these are on low volumes and therefore
have greater volatility but low significance in terms of the overall portfolio

Sensitive; Gommarclal




* While arrears have been higher for Low Deposit and Nunga, this has been more than offset by
lower arrears for Graduate loans

* Forloans by purpose, construction loans (over the Iast 5 years) and refinance loans have
performed better than established loans,

ALCO noted the report.

1809.6 Stress Testing {(Loan by Loan) as at June 2018
David Hughes spoke to the paper. Points to note included;
» Using data warehouse reports, we stress our existing portfolio using a number of variables, namely
interest rate, CPI and property growth, against a control group; these variables are the key drivers
for potential capltalization and LVR greater than 100%
* Scenarlo 3 ~ Interest rate up by 3%, GPI up by 2% and property price up by 1% Is consldered to be
an unlikely set of market conditions
* Abroader spread of testing variables l.e. average loan value, will be used for the next stress test

ALGQO noted the report.

1809.7 Economic Update — GDP & State Final Demand
The paper was included for information and was taken as read,

ALCO noted the report,

OTHER BUSINESS

No other business was raised.
The Chalr closed the meeting at 9.50am,

NEXT MEETING

The date of the next Asset & Liability committee meeting is Tuesday, 16 October 2018, commencing at 8:00am, at
HomesStatt Finance, Level 5, 169 Pirie Street, Adelaide.

CHRIS WARD
CHAIR
HOMESTART FINANCE

/ /20
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Board paper
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Agenda ltem: 1810.1

Topic: CEQ Report
From: David Hughes
Date: 16/10/2018
Status: Noting

1. Recommendation

That the Board hotes the monthly report for September 2018,

David Hughes
Chief Financial Officer

John Oliver
CEO

HomeStart Flnance - Commereial In confldence

Commercial In confidence
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Board Report Index
September 2018

Perspective Paper Name

Execuflve Summary
Operational Dashhoard

FINANCIAL
FP1 Value Drivers
FP2 Income Statement
FP3 Balance Sheet
FP4 Profitability and Return
FP§ Portfolio Rlsk Analysls
FP8 Treasury
FP7 Operating Enviranment
FP8 Risk Management

CUSTOMER & COMMUNITY
CP1 Porifolio Composition
CP2 Loan Activity Statistics
GP3 New Lending Profile
CP4 ARG Distribution
CP5 Arrears
CP6 Realisations
GP6 Legal Cases
CP7 Hardship
CP8 Customer Proflle
CP9 EquityStart and Breakthrough Activity
CP10 Discharges

INTERNAL PROCESS
IP1 Channel

P2 Marketing, Communleations & Contact Centre Activities

* IP3 Information Services

LEARNING & GROWTH
L.G1 Our People
LG2 Work Health 8 Safety

HomeStart FInance - Gommercial In confldence 11/10/2018
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Executive Summary September 2018

Key Points

September delivered another strong profit result of $1.7m agalnst a target of $1,3m which brings our YTD
profit to $5.85m against our target YTD of $4.07m. Again positive credit performance has delivered a
$0.2m galn this month in provisions whilst net Interest margin Is also positive, up by $0.2m due to higher |
interest income, together with some slight reduction in borrowing costs. Some over target restit will
reverse In future months as expenses catch up.

ROE for September Is at 14,1% again arfificially high due to the profit result but also assisted by a reduction
in equily following the special dividend paid In June, ROE however remains well above our targst of 9%.
Capltal Adequacy remains at 13.6%, also well ahead of the required 12.0%, -

September's sefllements of $36.7m, below target ($45.5m) reflects a softening In construction, particularly
graduate construction and generally quieter conditions. Strong activity during July and August slill has us
in line with targets for the first quarter with total seftlements of $120.1m against our target of §120.7m.
The number of loans for the quarter of 428 new loans is ahead of target (406) however the average loan
value of $280k per loan is below our target of $300k. Whilst down slightly on prior months, Graduate
lending stlli represents 45% by value of new lending and 36% by number,

Discharges of $23.4m on 128 loans for September was’ higher than previous months and on target
($23.9m). For the quarter however discharges of $62.0m Is below target ($72.8m) still reflecling the
difficulty in our customers refinancing to a malor lender, Last year at this time, we had recorded dlscharges
of $60,8m, however on 353 loans (average value $172k) whereas this year we have discharged 373 loans
at an average value of $165k. This reduction supports the Increase In average loan term and customers
requiring more equity before refinancing out. Further analysis on discharges will be petformed over cohiing
months.

Our gross portfolio agaln grew across September by $9.2m to $2,140.5m, an Inorease of $169m since
September last year, Our total borrowings have again risen to $1,934m following the slrong setllements
over discharges and Is now within 8.1% of our current Himit of $2,105m. In addition, we already have $80m
in pre-approvals, We awalt approval of the increase in our funding limit.

New business this month is equally split 50/50 between brokers and our internal channel, which now
includes the recently integrated BankSA business, We are now processing Internally 100% of our business
with this increased volume placing pressure on our internal teams. Focus is on the first time capability
(29%) and rewark, to Improve the flow through of new applications.

Fixed rate business has slowed followlng recent increases In rates, however we stilf booked an additional
$4.0m (13 loans) in September. Our fixed rate book remains reasonably steady at $205m (10% of our
Primary loans), however with new fixed rate business priced higher, returns from this portfalio are returning
to parity with variable rate loans.

Net Interest Margin for September has grown to 1.17%, asslsted by the quarterly update of fair values on
the breakthrough portfolio, higher asset prices (on average) and slight easing in funding costs.

Arrears lévels have improved agaln actoss September to finish the month at 1.54% by number and 1,50%
by value, which again we believe to be record lows. Whilst these values have improved with & growing
portfolio, It Is still pleasing to see the numbers of accounts in arrears continuing to drop from 2581 1in
September 2016 fo 207 in September 2017 to 188 now (down from 223 at the end of June), a trusr
indication of progress. We have hooked our guarterly adjustment to our collective provision which, whilst
an increase, is more than offset by a reduction in the specific provision resuiting from accounts returning
to full accrual.

There were 3 hew properties added to MIP across Septembsr with 4 dischargsd and contracts in hand for
an additional 6, leaving us with 17 unsold properties in MIP, Total bad & doubtful debts expense of $176k
is below budget ($393K), most of this expense comes from the quarterly adjustment to collective provision
resulting from the increase in the portfolio, YTD, our bad and doubtful debt expense of $40k is substantially
below budget of $1.2m reflecting the very pasitive arrears performance.

Administration expenses in Ssptember of $1.708m s slightly balow budget ($1,773m) however includes
the Impact of the back-pay on the EBA, effective 1 July of $90k,.offset by vacancies in some areas and
timing of expenses, particularly 1S transformation.

- In summary, our first quarter is ahead of target, assisted by reduced bad and doubtfdl debt expehse and

some delays in expenses. With netincome on target, our year still looks positive and will be enhanced by
the recent rate rise in standard varlable rate loans.

HomeStart Finance - Commercial In confidence 1110/2018 1 g




Operational Dashboard
As at Sepfember 2018

18101
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9.00%

OPERATING PARAMETERS ~ ROE i 11.62% ) 14.14% 572 R
Pre-Tax Operating Profit {$m) $188 $5.9 1@ $4.1
Net Interest Margin 1.20% 117% el 106%
Capital Adequacy 13.70% 13.60% (13700 > 12.00% **
Operating Cost : Net Interest Incame 53.33% 48.62% 115@ < §6,00% ***
RETURN ON INVESTMENT YTD Payments to Govt ($m) ' $850 $9 778 ' $12,7
Payments to Govt as % of Capltal T as.68% T E50% by, 26.83%
PORTFOLIO Gross Portfolio ($m) $2,101.8 $2,1405 goypEs $2,147,7**
‘;A- Loan Portfollo Growth {$) 8.31% 8.63% 15{3’@ 7.08%
ARREARS All Channels ($) 1.88% 151%  toppEaim 2

All Channels (No.) 1.86%

1.56%

429

NEW BUSINESS Lending(No) B . 4 1057 406
’ Seftlements Inc HELs & Redraws ($m) $510.1 $36.7 $1201  gpopnEm $120.7
% FHB Loans fo New Lending (YTD No.) 65.48% 57.68% “f‘;ﬁ 50,00%
% Customers Gan't Get Finance 87.38% 86.05% 10‘6@ 80,00% - 80,00%
SPECIAL ASSISTANCE % New (No.) Gustomers with S.A. 27.37% ' 2751%  7o7EM | 36.00%
% Loan Porifolio (No.) with S.A, 28.53% 28.63% 14‘3‘;%@ 20.00%
DISCHARGES (guide 2) $20.4* $23.4 $72.8

Discharges {$m) inc, HOME Pragrams
b :

INTERNAL PROGESE

© MARKET SHARE % All (No) . 425% . 465%  qos7E
% FHB (No.) 19.48% 21.67%  18.68% oiuiE  12.00%
LOAN PROCESSING % App Started to Submlited B4.01% 84.44% 121'1% _T0.00%
% App Submilited to Approval 73.31% 69.50% 80.00%
- % App Approval to Setlied ) 93.09% 91.76% 95,00% )
Last Submitted to Approval (days)*» odz o011 i EN
First Time Gapabllity (exc Construction) 36.77% ** 29.16%  sopl | 50.00%
RISK MANAGEMENT % Channels New Lending *A" Audit 50.00% *  100.00% 127 80.00%
o Ghannels Arcears WA .. 000%™ 60.00% G|, s000%

“SEP1

LEARNING & GROWTH

Total Employee Turnover

686%  1121%

WORKFORCE QUALITY 15.00%
Unplanned leave (%) 2.73% 3.27% 1 4,00%
LostTimolnjury (days) . ooow 5oy _joommM oo
% Employee AL > 35 working days 6.00%™** (il’g‘& 13@_%_’:?_@%”%

STRATEGY ALIGNMENT w% Employee with Gurrent MyPlan Plans - 100.00% 153,“ 100,00%
Signad Performance ReviewsAAA - 100.00% 1@@% 100.00%

+
% indicalor guide ; BRI gp. 99 a0 of tergel ..h?_zz{@z::::g:;{fwwsﬁ"a"cm yeor.

** Jine FY Budge!,
% Indiaator gulde 2 3 :?é‘ii@ié 104 - 410 gﬁ,ﬁ@ of farget *#3* Government Approved Targals

HomeStart Finance - Gommeralal In confldence 11/10/2018

S8.A. loans Includo; Advanlage, Wyalt and EquityStard,

A Surplus Bortowing Cap meastro will show when under $250m.
A excludas Communily Financa ,

A Jul to Doo = EOY reviews, Jan lo Jun = MY ravlays
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FINANGIAL PERSPECTIVE - VALUE DRIVERS

YTD as at September 2018 (alwhabion kxzed onthe curem budgel)

et

Operating Costto
Avg Total Assets

Operating Costto Net

Income

Avg Eaming Rate

d Loans

Non-Intérest iy
. $3Am

Cost of Funds YTD

Other Income

it Finanee ~ G

Capital Adequacy
. Ratio

% Loans in Arrears
(no)

Discharges

Other Principal

Repaid

New Lending

Other Assets




i
FINANCIAL PERSPECTIVE - INCOME ST‘ATEMENT FP2 181612

As at September 2018
MiD YT LYYTR Full Year GOMMENTS:
Actual | Original | Ref. | Van | Actual | Original | Ref. [ Var | Actwal | Orginal | Ref, !::fmeSfalrt‘s YID Profit from ordinary activities
! g
$7000 ] $'000] | $'000 [5°000) $%000 || $000 | 000 [S°a00| S0 | 5500 | S°000 | Jina yun pameen o KIS $1:79 milfion (44%) over
Gross Interest Margin 4557 3783 &2B3] 4745 TagRel  AASA|  d4ssi| 2Z|  13as £ .
Interest Incoma 8515 8.;;_!; 3,410 408 25800 25577 255171 223 1,533 pared in ‘with AIFRS; refer
Interest Expense . 3559 X 3,627| &8 11,045 11,046 14,046 Jd Board Glossary for specific accounting Impact.
Subsidised Loans Net Fair Value 302 235 74 £03] 705 {102y
Subsidised Laans ERective Interest Income 3 349 14 1,025, 1,048 40461 {24)]
Subsidised Leans FV Expense {{) 114 14| ra 422 k2 341 184}
Govamment Guarantee Fee 2408 5 E
Govt Guarantee Fee 2,408 2,408 £ 5 Budget Varfance Analysis VER DER} $'000
Net Intorest Margin 25840 z810] 241 125
Add: Othor Incams : Lzl (100 268 (1) Subsidised Loans Falr Value Expensa 83
- o = 2 248 YTD Subsidised Loans Fair Vafe nse is 23.7% over the
Loan Orfgination Revanue Amortisation f}g o I & hudget 5513 ool of the s tipated soqostin i e 1
EquityStart Subsidy (2} 7 15 {54 heldised foans > g
Other Lean Administration Fees {3) 216 278] (441 1871] d s b the quarter.
Broakthrough Loans Capftal Gains & - 57 13 1400} (2) EquityStart Subsidy. {154)
Shared Equity Option Loans Capital Galns 1 1 8 8] Y70 EquityStart Subsidy Income is 73.6% nder the budgetasa
S {6 6 F 4 result of Jower EquityStatt settfaments for the first financial
GSO subsidies and reimbursements 5‘11 577| LA 2 quarter,
|_Bad Debts Recovared L . 1 . J " _ (3) Other Loan Administration Fees {o7}
Lo - . 3989 . 3.882 . - 8. o y . YTD Other Loan Admintstration Fees Income s 11.5% under the
L?;;Azmgeglszmenfs [Z] {231 g budget due to lower movements intha loan portiolio In the month

f Seplamber,
Management Fee 0
Loan Originalion Expense Amartisalion {4} Loan Managers Payments {35\

Other Loan Administrafion Payments (23 g Y70 Loan Manager Payments are i ine with the budget,

Other Loan Managers Payments
Admintstrafion Expenses (5) {5) Administration Expenses B808;
Personnet Expenses YTD Administration Expensas ata 5.23% under bud
- iget due to
OM;’;M' Prod Dev, Adv, Spec Proj ?'vnﬂng iwremnwfusehve.enlam expenses Incinred and
Depreciation and Amorsaton of smm n peuhm ar with ess Projects and contract work end HR

Oftice Accomimodation .
Infanmabon Technology { ‘sq3| ({6} Bad.and Doubtful Deb 1452
Audit Fges YTD Bad and Doubtful Debls Expense Is 96.7% under the
Human Resources and Staff Devt budget due to the cortinied icreass in write hacks on the
BoardFees  * . Specifio Provision.
Loan Adrinistration Note:
Consultants Fea . : A Breakihtough Loan unrealised loss of $15K and & Shared

Bad and Doubtfu] Debts Expensa (5) 217 1452 Equity Option Loan unrealised galn of 7K for the Seplember
Doubtfil Debts - Collective 12018 quartar was recognived n the accounts this month,
Bad Debis Writlen OF 0 1, 2| [
Doubtful Debts - Specific

‘Tolal Expenses,  * i )

| Frofit{Loss) from ordinary activities before’ . N
telated inconietax . T - .

ol 2dd tp fo ks o i Jf.oﬂa

Incividual Fne B¢
LY=1ast Year
[Raf, = Relopea<l Bodget

Ver. = Variance beiween Actiat lo Reforecast Budgst

3

' Financa -G n 11402018 18



FINANCIAL PERSPECTIVE - BALANCE SHEET FPa 1810.1.3
As at September 2018
. HomeStart Consolidated Net Assets ACTUAL FORECAST | PASTYEAR
. Sep-18 Jun-18 Jun-<18
Current Year Years $'000 %'000 $7000
180. 200 Funds Employed
Pﬂ] 1 d Eami 156,483 144,690 143,272
180 Credit Losses Reserve 8,084 8,334, 8,084
180 . ] Derivative Valuation Reserve ' {2,175} {2,377)
g ' I Current Years Profit {after fax) 4,097
440 7 4m0.
. 10 Total Eunds Embloyed = "
2 o Assefs
o 120 d Loans 1,976,213 2,421,678, 1,936,700
s 3 2 @ 2 2 2 2 ¢ 2 2 2% 110 spiery bsidised Loans 103,495 114,653 108,912
B RSB REEREE éEE ZEEEEERESE | mranrougniloans 2,728 49,331 54,228
Shared Equity Option Loans 858 4,587 135
Y70 Net Assels have mcreased by $4.3 million {(2.69%) predaminantly due to the YTD el Control Accaunts 1,169 1,842
;mﬁt after tax of $4.1 million. Gross Loan Portfofio 2140464 2,290,248 S 2101845
j Actual N Forecast BEY | FairValue Adjustment {10,995) (40,624) 11,018)
. - Net Deferred Loan Fees {6,823) ’ {7,192) {6,591}
HomeStart Consolidated Movement YTD in Total Assefs 1L After AIFRS adi o 2422643 272 432 2.084.208]
Current Year Years Provision for Impairment - Specific {8,653) (9,242) 7,501)
100 » Provision for Impai - Collecti {10,334) (10,045} (9,970)
{mpaired Loans Uneamed Income (2,039) (2,557) (2,213)
. 5 Net Portfolio 2,103,520 2,250,587 2,064,522
2 Derivats 0
o Other Assefs 11,640
ES * ’
40 T
s Less: 1 iabilifies
2 Borrowings 1,934,358 2,075,745 4,887,757 |
LJ o Tax Liability 3,209 2,907
Y e s e S 838 2 Eesp o i 2811
z &5 > 5 £ = A £ 05 -] segrgg iahifiti
$5:;8:ks53853z3% FEEEREEEYE i
YTD Total Asse's have increased by $40.5 million (1:95%) resulting from the B Net:Assets

continuzd growth in the aross loan portfofio in

dicutar with the Graduale loans.

; Finance - G

Individue! frve Rem ¥ amatnts may ol add v fa Tokals due (¢ ouring vasfanee +-51,000

1110/2018
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FINANCIAL PERSPECTIVE - PROFITABILITY AND RETURN

As at September 2018

Consalidated Underlying Profit YTD - Current Year

28,

1810.1.4
FP4

Consolidated Underlying Profit YTD - Yearly

2

30

18

$m

2

?._l_r

8.

Juk
Aug 10
Sop-e.
Qrd8-
Nova-]

o138
Jon-184
Fab-18
Mar-194
AprigH

M Underlylng Profit M| Forecast
*  YTD the actual underlying profit was $5.89 milfion compared fo the YTD forecast of
§5.25 milliont,

Junsta

May-18-

2017 2018

M Underlying Profit  EIB# Forecast

Return on Average Shareholders’ Equity

$m

M Ave SMHers' Equity

* "YTD the actual retum an average shareholder’s equity Is 14.14% compared to the full
year forecast of 10.94%.

t t Finance - Ci ial in

208 2019

&8 Forecast —m— Rin on Av S{Hers' Equity

1111072018




FINANCIAL PERSPECTIVE - PORTFOLIO RISK ANALYSIS

FPE 181045
As at September 2018
Capital Adequacy Ratio FPortfolio by LVR Distribution by Svalue
60
40
® ®
® TS
2 D W, % : :
% U Y % R O PO O e R g
% % B % ‘@,%,'éo'@'é,,‘é/‘{9,,%,‘60%,%,,%,‘(94%,‘{90% 8, % %, % %,
¥ Achial  ~— Benchmark e S0 tBOR s >BO% - <00% et D00% » <=05%  vwwme 295% . <=100%  ~—= >100%
Exc Comsmairdy Lending & Aged Care
Portfofio LVR >100% by $value
Portfolio Potential Shortfall - Stress Test
Sale Price; Current Value % |{Customers who sell % ($m}

Metro Coumtry 1% 10% 20% 320%
89 Il $1.0 $105 §20.8 $314
30 70 $1.8 $18.1 $362 §543
80 &0 83,1 §308 §617 §825
70 50 $4.7; $46.9 $93.8 $140.7

Exu Commenty Lending & Aged Care, Values 55 8t Juy sachyoar after the anval VG tpdal2 In LLAS,

; Start Finance - C falln

v

E.g. 1f 30% of propérfies were sold on the one day end HomaStart only realses 70% ufang!wvalue inthe Mi
the

Areas and 50% In Counlry Areas, $140.7 mi%on in capite! would be required fo make rifall.

{General Portfolio Risk Statistics 2018 Sep 2018 Aug &
Curent Weighted Avg LVR (%) 7842 7822 <=80,00
{Weighted Avg Age {years) 450 450 na
Non-Accrual Loans (%) 1.79 1.88 <=5,50
1171072018

g




FP8 1810.16 .

FINANCIAL PERSPEGTIVE - TREASURY
As Sptember 2018 Graph 1 Forecast borrowing for next month

. KeyMeasurés . . :-'.This menth - Previous month - . .
RS R L C S oo St
Total debt portfafio 1,984,357,617 1 2,105,000,000
fMarket Value profit/(loss) of debt portfollo [{] .GDS,ZEQI (2 SR
E
Actual this month ___ Previous month it
ICost of Funds % 1 2,168] 2.200]
{Avg Guarantee fee % | 1.513] 1515 :
. ‘ ] B
5 E £
I 3
Comments/Actions: E K 15
Total debt Increased by $9.9m in September, which was a [tle below forecast with an Increase In loans o § a
discharged. The operating outlook has a projected net Increass in borrowings of $166m over the next 12 months, =

which would bring tota] borrowings to $2.1b (slightly below the current (imit), Graph 2 Maturity Jadder (refinancing risk)
The average cost of funding improved this month with the benchmark 30 day bank bill rate stabilising at around
1.85%. As expecied, the RBA left the cash rate at 1.50% in October. The market consensus for timing of a ate
increase remains for the fast quarter of 2019,

300,000,000

200,000,000

400,000,000
] E s ]
L] =
$rc55555 838 G0 ba gl
°“g’\v:1>'-“-°"°:’gi‘°ﬁ°’$=
°E<—;~:§<gg£"g205é'}—=’

Hi t Financa - Cor jel in d 11/10/2018 %B



FINANGIAL PERSPECTIVE - OPERATING ENVIRONMENT FrY

As at September 2018

\aluér-Genierdl Quartetly House Price Chianges el 3 :
Suburb Jun 2018 (§) Jun 2047 {$) Perjod change (%)
Blakeview 317,500 336,000 N N
Elzabeth Downs 205,000 202,500
ISalisbury East 310,000 310,000
Brahma Lodge 255,000 274,250
Morphett Vale T 3z7,500 312,500
Chiistie Downs 277,800 267,500
Solrce: Data SA mets median house Sales (latest quarterty updais}
gle eo O A atld O atd
INDICATOR Latest Avyearago |COMMENTS
FHB - averege loan size (3) 281,200 278,100 __ {+1.1% YoY fo July 18
Unemployment (%) 58 62 SA, frend data, July 18
Retail Sales -Total (§m) 1,753 4,705 42.85% trend data change over 12 menths fo July 18
Infiztion (Adelaide, all groups) (%) 27 1.8 June Qir 2018, YoY inflation figures
|RP Datz Home Valng Yadex 11417 14320 |Adelalde prices: +0.9% from 12 months ago

‘Sources ABS Cats 5609, 6202, 8501, 6401 (falest updates; RP Data Dafy Index on rpdta.com)

Comments/Actions:

The RBA left the cash rate at 1.50% agaln in September resulting in the rate now being on hold for aver 24 monlhs. The RBA
forecasts still have GDP growth at a [ille over 3% in 2018 and 2019 and unemployment reducing fo 5% by late 2020 (from
5.6% cumrently). Improvements to income growih and inflation are expetted fo be slow and most market forecasts suggesta
rate rise Will not occur untit Iate in 2018,

Intrend terms, the unemployment rafe in South Australta remained unchanged at 5,6% in July. Nationally, the unemployment
rate remained unchanged at 5.4% in July—see Table 1

I Through the year to July 2018, increases in Soulh Australian retail tumover (up 02% in July) were recorded for cafes,
restaurants and take-av/ay food services (up 8.2%), household goads retalfing (up 5.2%), food retafling (up 2.9%) and
depariment stores (up 1.0%) while a fall was recorded for ¢lothing, footwear and personal accessory retaliing (down 8.1%).
Other retailing’ was unchanged in July. :

South Australian trend State Final Demand rose by 0.8% in the June quarter 2018 and by 3.6% through the year, matching the
national equivalent, Domestic Final Demand, which also rose by 0.8% in the quarter and by 3.5% through the year.

1810.4.7

CHART 1: ANNUAL POPULATION GROWTH
228 ]._-._4.... e b e e e

SOUTHAUSTRALA

Mars
a9
Mar10
Mar1t
Mariz
Mart3
Mar-1d
Mard3
Mapl6
Mardt?
Marelo

CHART 2: COMPONENTS OF SOUTH
. POPULATION CHANGE
30 —rcr&u”q(g%ﬁ_ﬁﬂ NUALTOTALS 0009
T ?
¥ e NATURAL INCREASE |
25 Jx —— NETOVERSEAS MIGRATION L—-——
| ---— NETINTERSTATEMGRATION _ ¢

20 f;—\\

15 §=

]
i
1
10 dar -

M09
Mar-10
Mare)
War-12
Mara3
4
M5
Nar-16
Mar-i7 |
Mor18 L

HomeStart Finance - Commercial in confidence i 1171072018

Source; Depl of Premier and Cabinef Ecanormics; ABS Cat No 3101.0, September 2018
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FF8 181048

CORPORATE GOVERNANCE - RISK MANAGEMENT
Asaf Septembar 2018

Neis Majorand Extreme Incitlents
Rating Number NHL
Extreme
Major
Moderate

Existing Major and Extremé Inciderit Update

. NIL
Rating Number
Extreme
Major
Moderate
Low
Very Low
Sep2018 | Aug-2018 Jol2018 Jum2018 May-2018 Apr2618
Stress Test (Write Offs)* (! 140.8 1383 1358 1328 1258 1238
Arrears >= 1 Month** (%, by value) 151 162 173 189 1.50 221
SPIN® > 4 Month (%) « 2 month lag 101 1.04 1.02 408
Arrears >= 3 Months** (%, by value) 0.76 075 079 084 0.84 . 0,89
SPIN™* >3 Morths (%) -2 manth g 850 851 048 048
eme Residual R Capitalised Atrears (§'000) (No. of Joans) 21419 7). 51 5 40 749)
Change in Government Poscy Customers In Advance (%! &7 74 7 [:74 s7 &7
(Cobereame | [No. Loans with Voluntzry fnstalments @ 2 44 24 o 4 4
N Properfies for Sale {Realisations) 23 24 22 24 25 28
| [4zjor Residual Risks - Capitalising [oans >$50/mth {$°000) (No. of loans! 1.5 {24) 1,5(23) 1.6 (25) 17020 2{30) 18 (29
Portfofia Loans > 100% LVR (% 1 7s 77 77 ‘75 0.0 88
New Lending rated ARG grade § (24 72 22 29 34 8.4 4.3
High LVR New Lending »95% ~ Graduate Loans (%) A8.0 385 41.0 438 495 533
foh LVR New Lending >35% - Low Deposit Loan (%) o7 16 08 0.0 0.5 15
No. Channels ‘A’ Audit - New Lending (%) 100 100 100 50 100 100
No. Channels 'A! Audit - Arears (%) 50 100 8 50 50 100
Borowing Limit Capacity (Sm) 1706 180.5 1843 2072 2182 2658
Business Continuily ’ *based on 0% sale of propsrties ** e HOME AP and Regtsston accours " Seapdard & Poor's Australen RMBS FRIME Spin -t month fog * exed Staors Equiy Loans
[BCP: Last updats June 2018 - . ,
Last Completed Test - June 2018 Account Payment Pesformance . . Amount ($) ' Comments
Next Test -TBC $
[T DR Flan: Last fested August 2018,
Paid more than 30 deys after due date o [

f tFlnance -G alin d 1171072018 %%
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CUSTOMER PERSPECTIVE ~ LOAN PORTFOLIO COMPOSITION

d 1171012018

f 1 Finance - C: ialin




CUSTOMER PERSPECTIVE - LOAN ACTIVITY STATISTICS 1840.1.40

H tFinance - G n confidence 15/1082018 . by



1810.1.11

CUSTOMER PERSPECTIVE ~ NEW LENDING PROFILE CP3

afin 11H0/2018 - . ’ %g

F tart Finance - G




CUSTOMER PERSPECTIVE - APPLICATION RISK GRADING DISTRIBUTION 1810.1,12

As at September 2018
cP4

Loan Quality Index B Loan Grade Distribution Comparision (by § Settled)

N

Loan Quallty index
. @
)

T S

% Distribullon

1
%fsq:”ie.,a?ls% ao”q""%% &,, 2"77 Aéj:rg

~— Loan Quafity {ndex by # Sefled == Loan Quality {ndex by S Ssitled
WEl 2018Jul  F¥IY 2018Aug  MEM 2016 Sep

Index of total joans setfled by application risk grade {ARG} A comparison of the distrituiion of foans sefiled by epplication tisk grade for the previous 3 manths

Loan Distribution (by $ Settled) Arrears Ratio by Loan Grade

A
g K]
= 2
2 £
= g
. \ 3
® / 3
215, 27 2015, 275, 2075 Zop, 2015 201> 2015, 207 "”le :
“*%%”’" "*”% g, hig, g, Mooy, B, “”*’ "y Loan Grade
~—— 1G5 ~—— Benchmark {15%) N1 ENM2 BN N4 ES5 MM Overal
Proportion of néw loans {ARG &) sefifed to total § settled The ability nﬂh:ARG credit scoring system to capture the Jargest portion ofarrears n risk
Benchmarks % of loans settled to fotal laans settied < 16 % (grey fins) - gRdes (ARG 9
H t Financs - C talin 11H0/2018 )




CUSTOMER PERSPECTIVE - ARREARS
As at September 2018

s Nowof
- “Art'e"ar's

1 Month in An'ear.s

cPs

1810443

2 Months in Asrears 72 . 0.18 0.22 32
3 Months in Arrears 7 0.06 0.16 17
4 Months and over 96 0.84 . 058 75
Total 207 182 1.60 188

% To Portfolio by No.

>

%

[ O e - T T - = T T = )
55 o 55o55588 %
§8883888]8¢7§
S5 § 528885352 ¢8
2 a3 L=< S o
. - Oveeal] ~— Bencrmark

Month in Arrears 8
2 Months in Arrears 14 18
3 Months In Arrears 3 1 13
4 Months and over 4 1 70
Total 69 2 117
2490 2 246 17 3
T AvgAgaof Fortiolio . 90 i 65 |

« Data exchides Sentor Equity, Loss Recovery and O Balaee Sheet loan products,
Indicator guide : $0-39 520005 of target

HomeStart Finance - Commercial in confidence

11/10/2018

% To Portfolio by Value

2 __/«\\\-
*

, — . ; o
Cffceoooz2ggs g
Q o o o o o
Squgwwwgﬁ‘@é
< 2 6 L L L 2S5 5 4
R 8 e 8 O «© 5
021351‘22(23‘"2‘5’;
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CUSTOMER PERSPECT[VE ARREARS ©Ps
As ol Septamber 2018

Nunga Lban Arrears >= 1 Month in Arrears

“toan Manager . °
. ) =

4 Na.loansm Vanancefmm Valueufl.oans,
; ArrearS' l.astMonth &' 00

. PR . Valite'
T R " (Noy

$'000.

Homestart Retail

1816.1.13

Avg Lnan t

No. of Nunga Loans in Arrears

Home t Finance - C

iat in confidence 1111012018

1 10 LY
Fi
Pre Legal ~ Realisations 1 0 157 157 %‘ 8 FERN R
5 ! \ : .
Mottgages in Possession 2 1 234 117 S s / '\ W
Supreme Court 3 1 456 152 S 4 o Ve 5
P 2 - X \'\
Hardship 2 D 353 | 176 ] /\:74% - e R —w :
Total £ 0 '—‘tgegéaaaegéﬁ
L —————————_J—__i—_h_ ’ 8 8§ &8 § 8 8 § & §
No of Loans >=3 Month in Arrears 8 8
- —#—1MonthinAmears ~ —~«— 3 Months in Atrears
% to Nunga Portiolio hy No, 750 750 917 10,00 --e— 2MonthsinAears  —s— 4 Months and over
Loans >=1 Month in Arrears { § '000) 1,282 1282 1,645 1,604
% Nunga Portfolio by Value 9.16 8.05 11.66 1124 Value of Nunga Loans in Amrears
GommentslActions: ~
Portfolln volumes conlinue to decrease due to more pro-active front end contact with our ctistomers and 1000} N
shott ferm resulting in fewer loans escalating and needing mare complex T n
solutions via Hardship, g / WA /
In order o ensure a 5\';"1'1 and ofd d estales, all 5“%{;‘ ca:bes are now ncluded * d < “\ W
vithin the Legal Partfollo however the majority are not considered In arrears, sa therefore have not impacted o X "'\.—
ouraverali performancs levels, ://\f//’\\ I’ "‘k“\v—»——“’ y x
. / SN
Of note fs the d i in provisianing against bad debt with over $450k no longer provisioned for, = E 82 8 = & ®» 3 2 & o °
as a tesult of a gentine lnarrearsmses g E gb B § b3 § 1 5 g5 3 E
g 2
§ £ 8 5 8 5§ &8 8§53 8%
—=- {MonthinAmmears  —— 3 Months in Arrears
~e—2Months n Arrears ~ —— 4 Months and over

g



INTERNAL PERSPECTIVE - REALISATIONS

As at September 2018

Porifolio s R atlo 018 Aug-2618

Opening Balsnca for Honth

iAdd New Propediss

Less Pischargas

WRTTE DFF CDHFARJSON YEARTO DATE

Futt Year Budgct$Vzm

YTD #
|¥TU Total $ Value

R LR RS

Closing Balsnce

Less Contratts n Hand

Proparies for sals 29 19

Shoitfall Dafails .° 0 -
To!sl Shortfal - MlP sndVoEJnPsry (S!

Loans Plschargad with Shortfall

Monthly Trand

1€ PO

A
o /.\

o Tha Board of Hmshﬂ Frrance Is requesied o note 4 Mottgagee In
a mma4m,2y-»:!dedas&phsam2stnrﬁa§rﬁw supius funds
prvpeny. 1 relation to fha
new shorfalls

msbn ors1,1sz,ass (amaga $50,125).
e Increass In

reperﬁghtelz&lonhl&gal baap Updats:
pﬂfwnnnmhmzsewwszﬂmmdbunzﬂmmnm

shaitfalis, both prope
$191,934 havs been Kenified $ils morth; average sho

1ties wware 11 2 paor cond¥on with >55000 nesded In matnienancel

2018 with the co;

M) fyEtian of the prope
funds hava baen ds‘h‘m‘-adtnﬁwPu‘:Echsleshmmam@i@badamsvdemaﬂmmraﬂm
belrg paid st settzment wakch

rapalrs and ouistanding statulory cosis

rges considered sm'(i)awpoor(a)wmuay;mwmosmasmwm.
funds paid agalnst cavoals placed on the
-rbnpided olr joss,

ifall has decraased compared to grior months and Is forezast {s rema stable at fhis level, Currert YTD polentiel et shorifals are 23 properfes wilh bots! a‘mﬁl

galcesa!sa diect rasuit of facorparadng all ‘deceased matters Inlo
d to & mese detaded, stand-efone teport

to s portfofio; the majorlly ere not [n amears wih fhe Estales resotved by legel ord tha famly,
further work Is tmderway 1o expand reporing against provistoring onn:anmpan{nsw, nMngLagEJandM!P,lnmdumdmmamdhL

Fleas2 note,

Gpening Balance 101 o7 | !
Add newLoans 10 48 1l
Sub Toha! 11 s H
Less iransterred to MiP/Reelsafion 2 3 10 ¢ . i
Less Loans Discharged 2. ° 5 t » i
Less Loans rebumad to Herdship/Retst 10 4 48 ; i
Closing Balancs at month end 7 136 136 1 :

e e e e i
Comments/Acionst

Hi Financs - G in

11110/2018
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Pre-Legal Primary Loan Balance Arrears Avemage Balance
Loans

$10,193,640.20 B
New Repeating 3 $592,896,30 $4,885,80 $187,66543
New This Manth 43 $3,086,836.89 -$384,088,89 $71,763.65
Rolled Over From Last Month 63 $6,614,707.01 $6,692.93 $122,819.00
Oddoing " 4, ;. Lot L L& 3 © 566589 .l ‘
Loss Recavery 0 $0.00 $0.00
Mortgagea in Possession 2 $197,651.59 -$2,635.70 $98,825.80
Rehabfifated This Month 8 $417,234.66 $2,070.31 $139,078.19
Supreme Gourt 0 soco . $0.00 $0.00
Supreme Court Primary Loan Balance Arrears Average Balance

Loans

Gurent |, 7 832547889 ¢ . W .
New Repeating L] $0.00 $0.00
New This Month 3 $789,058,75 $23,473.83 $263,019.58
Rofled Qver From Last Month 34 $5,720,987.04 $302,004.56 $168,264.32
Cor e 3 U SoeTeET9 - - $23317.38 0 1

$0.00 $0.00 $0.00

Supreme Court Portfollo Trends

Loss Recovery 0
Mortgagee In Possession . 1 $169,22625 $23,31733 $169,225.95
Rehabiftated This Month 1 $98,741.94 $0.00 $98,741.94
Supreme Court 0 §0.00 $0.00 $0.00
2018Jul  2048Aug 2018 Sep
& HomeSlart Finance Report Generated: 51072018 11:24:39 AM
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BN New Repeating
B5H New This Month
M Rolled Over From Last Month

AR New Repeating
ES2 New ‘This Month
MEM Rofled Over From Last Month
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Jp-LegaiGages i N B o LoseSE
Septémber 2018 5 : : - e : &S] HomeStart
b E S R o ELNANCES
Months in Fro-Legal/ Legal Continuing Legal Trends
L.oan Age by Group 0-3Mths 4-6Mths 7-11Mths 12+Nths Totat 35 a3
29
Under2 4 0 o [} 7 30 27
2.4 10 4 0 0 14 25 e
59 [ 13 25 0 38 0 R 1o
10-14 0 0 30 19 49 2 .
15+ o 0 o 28 28 18 o
Total 17 7 55 7 138 10 3
10 7 =
5 4 4
(2
Urder2 Years 2-4Years 59 Years 40 -14 Years 15+ Years

& 0-3Mths  EE14-6Mhs  EEEX7-11Mbhs BRI 12+ Mihs

Comiments/Adctions:
Fo(iawing fhe Incluslon of all ‘deceased" cases wilhln the Legal reglon of HS, we have seena significant jump in the portfofio humbers comp with prier : 38 casesn
Due fo the complex nature of realising a deceased estate end the high likelhood of % being required, rbing Lhesa into the legal portiolio ensures a consistent and sensftive appmach b and the best i3 It for
HomeStart. -
& HomeSlart Finance Report Genarated: 5/10/2013 11:24:39 AM Page2of2
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1P - Hardship Cases’
Septermber 2018

New Repeating
- New This Month
Rolled Qver From Last Month

. -,
Loss Recovery 0
Mortgages in Possession 0
Rehatliitated This Month 15

2

Supreme Court

# Loans Held in Herdship

250

20 /\———J\/\

150 -
100 7N

=— Curent — Qutgaing

© HomeStart Finance

HomeStart Finance ~ Commerdal in confidence

ot ST R

@ HomeStart
L FINANCE]

100

N New This Month

76 ' FZE! New Repeating
80 Wl Rolled Over From Last Month
60 — Pre Legal+ Reallsalions
Mortgagee in Possession
40 W Supreme Court
12| 19 16 SEE Rehabilitated This Month
20 01870 a’RiT 12p I Discharged This Month
T i % NN Loss Recovery
2018 Jul 2018 Aug 2018 Sep
Comments/Actionss

Ofnote s the reduction In the number of loans being
the long standing hardship cases and ensure these re

Portfolio numbers have remalned reasonably stafic with fewer luans being referred intn Hardship ottromes,

‘srehabiitalad’ out of Hardship and work is underway 1o review
emaln viable In the longerferm.

Report Genherated: 51192018 11:36:07 AM

1110/2018

Page1of2
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Months in Hardship
Continuing Hardship 0-3Mths 4-6Mths 7-11Mths 12+ Mths Total
Loan Age by Group .
Under2 4 4
2-4 12 5 17
5-9 1" 21 32
10-14 12 8 21
16+ 8 B
Total 16 16 33 17 :74
Months in Hardship
Repeated Hardship 0-3Mths 4-6Mths 7-11Mths 12+Mths  Total
Loan Age by Group
244 Years 2 3 5
5-9 Years 3 3
10 ~14 Years 1 1
15+ Years 3 3
Tofal 2 3 4 3 12
@ HomeStart Finance

¥ Start Finance ~ C:

i e o

! L - .

Continuing Hardship Trends

25
20
15 5
10
5
5 4
0 E
2-+4Years
Under2 Years 5.0 Years 15+ Years
E2§ 0-3Mths BN 4-6Mths R 7-11Mbhs EE3 12+ Mlhs

Repart Generated: 5/10/2018 11:36:07 AM Page2of2
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CUSTONMER PERSPECTIVE ~ EQUITYSTART, S8EO AND BREAKTHROUGH ACTIVITY 1810.1.49
As at Seplember 2018 cPa

2} Sharéd Equity Option ]+ 000 , -

T rerpprovals g " 1800 Top 5 EquityStart Loan Seftlement Locations
Approved 8 1,655]Approved 4322 : FEEE] WHYALLA
Total I 2,616]Tatal 2 5,622 g g%’;gﬁg;
=R

EquityStart Loan

7§00

66,342

50 150
HomeStart Loans 188 599 194,639
Total Settfed 1 238 3, 741 1456 260,981

Néw Lendiig

HomeStart Loans

Shared Equity Dption. {1 5 -

Shared Equity Option

Total Settled

Breakthroliih ="
| Breakthrough Loan

109,668
HomeStart Loans 244,864
Total Setiled 1344 354,623

New Lending R
Off Balance Sheet-. ..
SAL o, S ’

Off Bafance Sheet

HomeStait Loans

Total Settled

Equity ort!

ui(ysz:th |

o7}

32,839 |Shared Equity Option

3

(807)

>100% 37l 10588] 848
>95% - <=100% 43 10907] 874
>90% - <=95% 74 24,738]  17.41
>B0% - <=90% 141 34850] 2792
>0 - <=80% 237 46,7417 3745
Total 532 124,825 100

851}

Breakt 0;
lEreakthm igh Loans

1
{

3,606}

HomeStart Loans i | 75.983|HomeStert Loans
rougtt Loans Porfoli

HomeStart Loans

Comments/Actions:

L

HomeStart Finance ~ Commerdial in confience
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CUSTOMER PERSPECTIVE - DISCHARGES cpio 1810149

As at September 2018

i

-ganhsa .. |- Bernie tewis - Honieloans . | Internol= "Intornal > Horth [Tnternal s Sagt
B R flus .1 Adelaide - R ENSEE

- Brokers.

| ‘Tnternat -

Homeloans. | Intesnal 4+ |- Interaal -

[ Brokers.!

L HEG
Lewis ™ |- S e

.- South'

i 74

| wEm e

Discharge Reason hy Loan Manager
BanksA

Interaal~;

Bernie | | Homeloans | Internal

Lo b tevwis ) Flus. -} Adelside, | - North~

{Property Sold 227 - A4 s 28.89 .68 1667

‘Refinance 3608 I 5429 7788 SLAL 4783 6657
com L - . .

1449 1687

B yra I Ll s P Y
RepaldinFull | 2065 | 1429 § 108

R T 265 Other
$ & gy JB ANZ Bank
F is?%a::g M BankSA
= 5% Commomwealth RBank
g R National Aust Bank
a (e es MR Other Banks

o ; N Westpac

BankSA  Bejnie Levis Brokers Homeloans  iInternal- Intermal~ . nfernal - HLe
Plus Adelaide Norlh South

Gommenis/Actions:
Repald foans jumped mare than $4M on the each of the previous months and were at thelr highest monthly doflar figure since November 2017,

Repald loans are marginally higher than the September quarter n 2017 but well below the budgeted forecast (by $10M). Refinances to malor banks has not increased but signs of sefinancing to
"other banks® has Increased on the same quarter last year.

Data excludes Aged Gar, Communky Firancs, Loss Recavery, Poicy & C d HOME & RP DI
Indieator guide s FEEEA003 101110 JESHREY of torget

in di 1110/2018




INTERNAL PERSPECGTIVE - CHANNEL
As at September 2018

] 1328

N

3

2,832

Approvals (No.) | 131 84 46 1
Approvals (§ '000) {33496 22,018 11,345 132
Lending (No.) 131 67 61 3
Lending ($ '000) 35,044 17,988 16,516 539
|Average Loan Amotint (5 '000)* 288 290 291 180
Welghted Avg LVR of New Lending” 90.90% 90.65% 87.03% 76.27%
Home Equity {$'000) | 208 149 59
ReDraw ($'000) 1,429 162 422 826
36,681 18,171 47,087 1,424

657,854

2,134,172 , 702,190

5063 6,80 1958 |
>80% - <=90% 12.82 3.62 3B 6.66
>80% - <=95% 1248 5.65 4.18 H 2.64
>95% - <=100% 8,06 3.86 263 157
>100% 6.01 138 1.89 263

* Dela sxchides Serors

Exquity loans,
Losn Marager ks equivalent of Original Lasn Manager }

Start Finance - Ci falIn

11/10/2018
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INTERNAL PERSPECTIVE -~ CHANNEL
As at Septemhber 2018 '

1]

YTD New Lending hy Channel

69.61

4

$(m)

YTD Home Equity by Channe!

o)
. “,
-ty o - e - . - . .. —
{¥TD Target $m 116.08 E YD Target $m 1,06
YTD Achual$m 11540 Gywaduism . nez
{ {iVarancesm (0.68) Variance$m  (0.24) ' .
CommentslActions:
YTD Redraw by Channe! ctions: R
4 The transition of BankSA loans from Loan manager to Introducer with the first ndfuf of B
368 infroduced settlements in the broker channel. ® erksA
o Brokers defivered 51% of seti and 64% of A in h
E .
b4
14
047
" -%Q}
B o Targetsm | 3.58,
l 1YTD Actual $m 3,84
i |Varjance $m "o.2s
: "HomeStart Financa - Commencial in confidence 11/10/2018 %%
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INTERNAL PERSPECTIVE - MARKETING, GCOMMUNICATIONS & CONTACT CENTRE ACTIVITIES 1810.1.21
As at September 2018 P2 . .
Quotes Started # 154
Quick 20 98% 237 258 108%
Full 84 62% 172 198 93%
Appiications Started # 112.58% 65 79% 171 179 105%
Application Submitted # 75.42% 48 83% 128 135 106%
Approvals # 67.04% 39 6% 104 120 115%
CCC Setilement # 100,83% 38 123% 101 121 120%
CCG Settlement $ $10,792,997 $12,736,085 118% $28,568,698 $32,609,800 114%
CccC Application Started CCC Referred Settlements
100 &0 2
b 15
<
3 & s
2 : ) 2 i © g
4D 2 = CCC Prinmaty Application $arted . =R CCC Prinizy Caunt
Caurt . 2 S B EZ2 CCG Tamet Cetnt
» 5 ey CCC Target Appication Stsetod Bo g 5 = G Iniial Credt Uimit
4 ) povedy 4 F == CCG Targst Dollars
o il 2] Y Bl EE: 7 o 5 B3 o
o = 0 ok % S5 £ 3 o9 9 > o
§288832£35233 -
ErE2aRfhesgs S
REERRRERRRIRR &8
CCC Comments/Actions:
Call volumes fell to 10% lower than July August despite the intraduction of advertising on fine atthe commencement of the month and  week later for the television ign. Un ly the majority of this dedline wes in
ful quotes which was 62% of target. ¢
Qn the back of strong CCC enqiry level from May fo July has undenvritien strang CCC sourced setdements which are 120% of target by number for the quarter or 114% by $ amount.

HomeStarl Finance - G sal in confidence 111102018




INTERNAL PERSPECTIVE - MARKETING, COMMUNICATIONS & CONTACT CENTRE ACTIVITIES : 1810.1.21
As af Septemhber 2018 1Pz

HomeStart and FHB Market Share (ABS Approvals)

B R 8

]
\
A

AN
: \\\//\/\/\

et sttt RS,

i I
- - © w B ©n © o o © o @ finy © ~ ~ ~ ~ ~ ~ @ ) © =
s ¥ [ 2 e © © 11 [ ® e @ o o = = 15 = = = @ ] =
5 ] g g 8 g 3 ] g § 3 ] 8 g 8 8 5 g g g 8 =3 g 8
& . & . ES - . F = £ = a > = FS 1 & s £ [ 5 P
2 3 H £ k) 3 g £ 5 £ g 3 g 2 k5 2 £ = 8 2 3 2 2 s

= HS FHB Mkt Share by $Value = HS Mkt Share by $Value
iMarketing Comments/Actions:
i

:Septemnber saw the launch of our paid advertising campaign for this financial year. This included a combination of television, radio, outdoor, cinema,
Activity stretehed across metropalitan Adelaide along with the Part Lincoln and Mo

unt Gambier areas. The creative focus was on aur ‘newly single’
brokers and erected new signage at Coast fo Coast homes in Vitginia and Prospect,

We finished September at 70% of our MTD enquiry target (489/708) and 84%

digital and social medta, beginning in the second half of the month.
and ‘influencer’ executions. We sent out three cemmunication pieces to

of our YTD target. Our social media followings continued to increase with 27 posts across the various channels and = fotal reach of over 30,000.

Our blog post on “How o pet proof your new home” had a reach of over 10,000 and over 300 visits to the website.

We had three events in September; Deborah Dickson re
Presentation and the Netball SA Premier League Awards Dinner. The final event was a Home Buyer Seminar

presented HomeStart at the SADNA Grand Final
held at South Adelaide Football Club, which had 25 attend:

Bes.

We had four separate media publications in the month of September, one of these was republished in over 40 different publications at an estimated standard advertising rate of over $160,000.

HomeStart Finance - Cémmercial in confidence 1110/2018
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IP3 - Information Services Dashboard - for September 2018 1807122
Sarvize JAaintonance .
! 200 incidents & Requests }I Undesirable Ematis Stopped
i i1 100000 Project Last [Current} Next ' % |Key Points
; 100 . ! Skype Upgrade 95% } upgrad fting closure docs
i ! 50000 CC & OMS Upgrade 95% jSuccessful upgrade, awaiting closure does
l 0 4 " o L[ AL PeopleStreme upgrade 20% {Upgrade dua to commence in November
3 g; E 5 ‘g é‘ ] §' H SszEcs553 8 t Upgrade 959% |Successful upgrade, awaiting closure docs
3 El
minddents B Requests ! CIE NS s Server upgrades 95% |Successful upgrade, swaiting closura docs
j Dav-> Prod env rebuild 80%
This Month SharePoint Upgrade 10%
Calculator simplification 10% {POCdue tor e on 11/11/18
SAGE 300 Upgrade 10% .
Kentico CMS Upgrade 959 |Successful upgrade, awaiting closure docs
F jon Testing 50%
mincidents W Requests d: Upgrade 5%
q u Exet = CFO . @ Strategy Dev pEr2 -
 Retall u Risk & Comp ® HR
Incidents of Note;
QMS license expiry caused call recording issue for 90 mins
Intermittent delay call Issue Impacted call recording for 4 hours
Opesations Capaligity Buitding
. | [Profect Last {Current{ Next ! % |Key Points
Production Changes BAU Changes - Vleore EDRMS 159 | Contact signed, work commences 11/11/18
30 i | |Architecture Review 20% |RFQ distributed to vendors
20 i | |Lending Multiplier 10%
T + | |Broker Governance 5%
10 14
, [EH § | [quraFies Rotiout =%
T N 1 Y .
3 & 3 5§ E e 3 EE FE I Enterprise Service Bus 2%
Soeo= 8= &2 5 = =7 |websitesteel 5%
NEmgnoy — ESH HCompleted ® Queued 1 | | Accounts Paysble 2%
¢ | IEnd Point Pratection 10%
Servica Desk Manager 2%
Significant lssues:
None
HomesStart Finanee - Commerdial in confidence 117102018 41.




PEOPLE PERSPECTIVE - OUR PEQPLE e 1810423

Asat September 2018,

WORKFORCE QUALITY*

Benchark Emplayee Unplanned Leave

{rolfing 12 ) (%) 5
Employee initated 10.28
Employerinitiated o.00
Contract explry 093 0
Total* - .1z 15,00 3 .l .
* Totas exchides redundancles of 4.57% x
Learning & Development 2
L0 fo Sakaries Eexd GEO & GMs) (%) 333 3.00-4,00 g
L&D ta Salaries (afl employzes) {36) 2.87 E 2
i
Cost & Efficiency*_ ) o
Total headcount (Ine. casuals) (No.) N
Headcotint - Continuing
Headcount - Tenured o ” T T T T T T
Headcount - Fixed Term + Casuals 19 W W W1 W& A\ W\ B AB 78 2 AB \)
Yotal FTE ve. Budget (NoJ) 100.55 104,42 P @B B I o P @ gt it o™
Executive Services 6.70 6.70
Legal & Risk Assurance . 4.60 6.00
Retail 4781 54.89 ——~Unplanned Leave as % of Working Hours ~=~Benchmark
Strategic Devslopment 14.80 14.80 -
CFO 26.64 24,63
Workforce Composition (%) Annual Leave Balances > 35 working days
Headcount full iine 8401 B
full M
Headcount part ime 156,09 = 8 Pt
Recruitment & Selection g 5 ~. 7
Average Bushess Days o Fill Vacancies 12 15 [ . ~
- IS ° 5 > ST
Strategy Alignment* S 4 .
Petformance Management % 3
2017+18 myPlan End Year Review A00.00 2
2018-19 myPlan Set Plans 100.00 1
0 v T ¥ ¥ T T T T T U
ce Qualiy* - , . SUBPN SN T T T S S S ) B E
0‘,_:19 ‘\6,119 02‘,79 e e \m"» N"m ‘w,-;p :\ﬁ"lﬁ o p“ﬁ"l“« ” &5
Employes grisvances {No.) 0.
Al dats axcludes P > 7 LWOP unless stherwice lndicated
|Comments { Actions: HomeStart was awarded {he 2018 Employer of Cholee (Public Seclor and NFP) by Ausfralian HRD in Sydney. Over 1100 applications from across Australia in s category namowed down o 7
finalists. The Employer of Cholee (Pubfic Sector & NFP) recognises the best public sector or not-for-profit organisation 16 work for In Austrafia and Is judged on | ip, er A, i and 1
benefits, Interviews were conducted for Legal Counsel, Callections Officers, Information M 1t Officer and M Accountant and st selfected, C Tt dates are currently being
negotiated, Roles advertised during the month included Credst Risk Analyst, Loan Procassing Officer, Credit A and Lending Operations Leader. The selection process far thess roles will commence in October.
Access P , our Employee Assis? Program delivered a lunchtime sesslon "Loss & Grief at Work". This short workshop discussed dealing with foss and grief at work and how fo support workmates, fiiends and
family during loss and grief. To suppori our i tto ouremploy Flnanclal Wellbelng, Mazxoda, our satary packaging provider, presented at the All HomeStart Huddle. Maxda were also avaitabla fora few haurs
after the Huddle to offer information and/or advice to ! on how to maximlse opp ities through salary saciificing,

HomeStart Flnance - Commerdial in confidence 1111072018 %3



LG2 1810.1.24
PEOPLE PERSPECTIVE - WORK HEALTH & SAFETY
As at September 2018
w Workplace Inspections o Loss Time injury (Days) Workers' Compensation Claims
- 1 4
2 20 4
20 4 %
20
15 z 4
15
10 40 4
5 S5
04 — B ] T 3 T T * Y o T T T
AB ] 25 % A A® A AS I\ 1 o A o8 ) A s B
s S @\6"\ ANy Ay & o o WL " B gt ,ﬂ\'LA 7 M Ul ,LQ«S‘“ @\1“\3 ,L“\s"\g
"
mAchsal x Annuat Target :Ama] ’ aCampleted m Completed
= Annual Target
R WHS Incidents* ‘Workplace Incidents by Location Workplace Incidents by Type
o o 'n—_l'n ‘
! H
2 Car [ Vehicle proesly T 1
: . foed Storape / Oy Emm————
Ktchen e E———
1 e
l l l I l l | l | - -
Faten
— T T T T T T T st HPIT‘, L
R g e, R R I [ 1 2 3 4 0 1
F\% et od"‘\ d?“\oe W S W pe i [] 2 3
*Totet i ot restibed ina Workers gk H201213 §201394 BI01415 M201516 M201617 M2DIF-18 W20IE-39 w20i2a3 @013 R2D415  WI0ISE

201213 X2013-14 N2014-15 W2015-16 m2016-17 X2017-18 ®2018-19

Gommenis  Actions: There were no workp)

idents orinjuries in

Ber. Anntal workplace inspections are nat due until February 2019.

H rt Finance - Cc
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Board paper . D, HomeStart
Agenda item: 1810.2
Topic: 2018-19 Operating Outlook Review
'From: David Hughes
Date: 16/10/2018
;atus: Approvlng
1. Background

Attached Is the first review of the 2018-19 Operating Outlook, Including key indloators and projected
financlal statements, with comparisons to the orlginal budget approved In June 2018.

The forecast has been prepared on an 'as Is' basls; i.e. only approved products and strategies are
Incorporated. The forecast covers the 201818 financal year and following 3 years.

Gommerclal in confidence
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Board paper - S

2.4 Strategic operating parameters

The 2018-19 forecasts meet the previous strateglc operating parameters with DTF including:

« AROE targst of 9.0%. Based on the projections, ROE exceeds the 9% target in all years and top-
up CSO payment is not required.

+ Adividend payout ratio of 60%

«  Minimum capital adequacy target of 12%

« A costioincoms ratio target of less than 55%.

The ourrent borrowing limit Is $2.105b and ts currently belng reviewed. Under the strateglc operating
parareters, this level was expected fo increase annually by 5.25% from 1 July 2013, but no
Increases were effected as borrowings had been well within the limit.

Gommerclal In confidence
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Board paper | HomeStart

of Sl Rl

3. Recommendation

That the Board approves the October review of the Operating Outlook which resuilts In a projected profit
of $19.7m (ROE 11,9%) for 2018-18 agalnst the original budget of $18,1m (ROE 11,1%)

v

David Hughes
Chief Financial Officer

Gommerclal in confidence
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HomeStart Finance - New lendlng by product

OpOutlook201819.xlsb : 11/10/2018 16186 AM
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HomeStart Finance - income Staternant
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HomeStart Finance - Balance Sheet
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Board paper B HomeStart

Agenda item: 1810.3

Toplc: Risk Appetite Quarterly Update
From: Kay Lindley

Date: 16/10/2018

Status; Noting

1, Background

The Board’s appetite for risk is reflected in the Risk Appetite Statement. The statement Includes a number
of key risk Indicators (KRI's) that are monitored each quarter to ensure HomeStart leverages ifs risk
appetite, Performance against these KRF's is reflected in the attached quarterly risk appetite scorecard.

More detalled information can be found in the Risk Appetite Statement.

2 Discussion

The quarterly risk appetite scorecard for September is attached. There are no KRI's beyond the Board
approved risk folerance.

3. Recommendation

That the Board notes the attached quarterly risk appetite scorecard.

Kay Lindley
Chief Risk Officer

Sensitive: Gommercial 51




% of new lending rated ga:v:luels month sversge} Read of Retall
% of new lending spproved via DLA by value {3m 2vg) : 14-15% >1SY.‘ Head of Ratal] .
% of portfolio 71230 day avears by number (3m avg) * 25-29% | >29% |Head of Retall
% of lozn portfolio capitalising 5350 / month 5-10% | >10% [ChlefFinance Officer
Hizhest % of properties for any one development . 20-25% >25%  |Head of Strategic Development
[Exposure to any one countetparty as % oftotaf mpital base 204255 »25%  {Head of Retall
% of new Iending low depostt loan with VR > 95% (3m avg) 5-10% >10%  jHesd of Retall )
5% of naw Jending gradimts foan with LVR2-95% {am avg) T 35-45% | »45%  [Headofewal
BICATOR Reésponsibd Parra 0
[Compliance with Treastiry Policies 100% ~<100%  [Chief Finanice Officer
[Borrawing Uimit Sorplus : >10% 5-10% <5%  |Chief Fnance Officer

OPERATIONALREY RISK INDICATORS -

% of full ime equivatent employees who have not taken 10 days consetutive leava In 2
past 12 months (exd. public holidays)

Chief Risk Officer
>75% 6573 <68 {P &P Lleader

No, of incidencas of Internal fratsd In past 12 months

Employee Engagement - Pulse survey

[Workplace health and safety Incidernts in past3 months a >0 [P&PLleader

No, of hreaches of key legislation in past3 months L] >0 Chief Risk Officer

No. of curent €10 Complaints as % of files managed by Customer Assist team <<% 2-8% >4%  |Chlef Risk Officer

% of unplannad downtime for {T production Infrastructure {3m avg) <% 1-2% 3% jiSisader

No. of process falure events reported that had an adverse impact on >500

ctstomers, past 12 months 0 >0 {Chief Risk Officer

% of new landing fils audited with high risk finding (3m avg} o >0-2% 2%  |Head of Retail




Board paper

® HomeStar

NANCE

QGovarnmnt
of South Atsirzlh

Agenda item: 1810.4

Topie: Realisations September 2018
From: Deb Dickson
Date; 16/10/2018
Status: Noting
1. Recommendation

That the Board notes the following write-offs:

Net loss
after Direct write
Gross unearned Existing off\Write
Shortfall Interest”’ provislon back
Established -
i .- Appendix
_ A ($53,630.72) ($21,137.87) | $52,341.00 $31,203.13
Established NN
Appendix
_ B ($37,510,40) ($28,028,16) $32,280,00 | $3,251.84

Deb Dickson
Head of Retall

Commerclaf in confidence
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REALISATION LOSS
Gross shortfall amount -$53,530.46 Net Loss -$21,137.61
Real estate
manager,
Original loan details Possesjon details . Financial pasition recommendation Actual
Primary foan number - Possession date 9 May 2018 Loan balance at Possession 3175,766 $175,766}"
Loan start date 21 May 2010 Valuation date 18 May 2018 Plus anticipated
Channel 11 Valuation - market $150,000 Repairs & improvements $7,637 $7,638
Loan type Established Valuation - forced 120,000 Legal costs $458 31,315
Original purchase price $190,000)  |Valuer * Interest $680 $2,709
Loan amount $161,829 Property condition . Poor, Councif Rates $5,500 $5,766
Further advances $0 Maintenance spend $7,638 Water Rates 33,500 33,095
Balance at possession $175,766 Listed date 15 May 2018 HS admin fee 32,055 32,028
Arrears at possession $26,766 Real estate agent Other $1,291 $1,291
Credit score 3b|  |Agentappraisal - upper] $165,000
Risk scora 4c| Agent appraisal - lower| $155,000
Valuation $190,000 Contract price $150,000 Forecast Loan balance $196,887 $199,607|
Valuer Sold date 5 September 2018
i Sale pice $152,000 Anticipated sale price $150,000 $152,000
VG Valuation $171,000 Sale method Private Treaty Less anticlpated costs
. Agents commission + GST $3,300 $3,040
Agent marketing + GST $1,925 $1,554
Management issues Key reasans for delinquency Rates & taxes $148 <0
Qutside palicy No Borrower avoldance Othar $400 $1,330
Outside guidelines No Financial difficulty
Pursue valuer No Net Sales Proceeds $144,227 $146,076
Pursue loan manager No Key actions
Issues raised No List borrower on Equifax Actual gross shortfall -$52,660 -$53,530
Less unearned income from
Key leamings/policy changes May-2013 $29,659 $32,393
Property in poor condition at possession Net foss -$23,001 -$21,138
Maintenance/clean-up costs included $3,179 spend to make gaod non-compliant poot fencing Less provision 452,341
Write back of prov & uneamed $31,203
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Appendix B
REALISATION LOSS
Gross shortfall amount -$37,510.59 Net Loss -$29,028.35
Real estate;
manager|

Original loan details Paossesion detalls Financial position recommendation Actual
Primary foan number Possession date 23 April 2018 Loan balance at Possession $182,959 $132,959
Loan start date 14 October 2003 Valuation date 15 May 2018 Plus anticipated
Channel BanksA Valuation - market . $132,000 Repairs & improvements $6,412] $5,720
Loan type Established Valuation - forced $120,000; Legal costs $0 $1,058
Original purchase price $160,000  |valuer Interest $546 $2,808
Loan amount $152,000 Property condition Council Rates $1,500 $1,698
Further advances $0 Maintenance spend $5,720 Water Rates $7,500 47,751
Balance at possesslon $132,959 Listed date 1 May 2018 HS admin fee $2,055 $2,028
Arrears at possession $8,660 Real estate agent Other $857 42,258
Credit score 3¢ Agent appraisal - upper $130,000
Risk score 1a Agent appraisal - lower| $120,000
Valuation Contract price $120,000 Forecast Loan balance $151,829 $156,280
Valuer ﬂ Sold date 18 September 2018
LVR 95% Sale price $124,000 Anticipated sale price $120,000 $124,000
VG Valuation $178,000 Sale method Private Treaty Less anticipated costs

* Agents commission +GST $3,894 $3,658

Agent marketing + GST $1,925 $143
Management fssues Key reasons for deli Rates & taxes $452] $0
Outside policy No Relationship breakdown Other $400 . $§1,430
QOutside guidelines No Financial difficulty
Pursue valuer No Net Sales Proceeds $113,329 $118,769
Pursue loan manager No Key actions
Issues raised No Ust borrower on Equifax Actual gross shortfall -$38,500 537,511
‘:m'rower evicted

Less unearned incorne from
Key learnings/policy changes Jun-2017 $6,220 $8,482
Property in poor condition at possession, cutstanding SA Water arrears approx $7,500 Net loss 532,280 -$29,028
Reasonable sale price achieved given conditon of the property Less provision $32,280

Write back of prov & unearned 43,252
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Agenda Item: 1810.6

Topie: ‘ Strategic Scc')recard Update - September 2018

From; Andrew Mills

Date: 16/10/2018

Status; Noting

1. Background

HomeStart's sirategic planning and moni{oring system fhcludes quarterly reporting to Board of progress
against the plan, as represented by the selacted sirategic Key Performance Indicators (KPls),

The strategic KPI scorecard (Appendix A) provides an overview of how the KPIs attached to each
strategic objective are performing relative to target. Figures shown are for the year to 30 September
2018, unless indicated,

This Is the first Strategic Scorecard for the new 2018-2021 plan, which has been updated to reflect the
new strategy map, strategic objectives and the performance indicators.

2, Discussion

241 Prlority Indicators

The 2018-2021 strategic plan prioritised these five indicators as being the most important;

Progress vs tech

(entire plan)

Customer satisfaction index 91% 100%
Broker satisfaction 56% 85%
PULSE engagement survey results 82% 77%
Number of new loans - 429 408

Cost to Incoma ratio 49% 54%

Commentary regarding varlances to target and actions is contained in following analysis table.
2.2 Analysis of scorecard Indicators by strategic perspective

The first scorecard of the 2018-2021 strategic plan shows nine of the fifteen objectives being in ‘grean’
status. Four objectives had ‘red’ status (less than 90%) and two ‘yellow’ (between 90 and 99%). Itis
expected that a new scorecard contains a number of red and yellow objectives, ta provide focus areas for
{mprovement action,
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The table below provides commentary on the KP] results by sirategle perspective:

Perspective Insights Actlons
Financial As per commentary provided In the CEO report, while NIA

financlal performance has been strong there are also
temporary favourable variances due fo timing of expenses.

While the portfolio value metric is showing ‘yellow' this is
not a cause for concern at >89% of target.

Customer There has been a strong start to lending volumesb this Improvements are planned to
and financlal year, with the result of 429 new loans being +6% customer satisfaction
community above target and +4% vs the same period last year. measurament method in the

coming quarter to provide
The excellent performance in arrears management has also | some deeper insight.

continued this quarter.
Improving the Broker -

Customer salisfaction showed a decline in Net Promoter experience to enhance
Score — 40% vs a target of 0% and trend results having satisfaction will be an area of
belng around 60%. At present no systemic trends have focus for the Retall team.

been Identified.

Broker satisfaction survey methodology was changed
during the quarter to solicit more speclfic feedback about
experience with HomeStart's processes. It was expeoted
the score would be lower than against the previously more
general survey questions. It will be challenging to bring this
back up to such a high satisfaction score In the near future
glven volume issues and ourrent environment, but will be an
area of focus.

The Strategic Developmerit team is working on developing
the pipeline of pathway innovation and industry
partnerships, to malntaln performance of these indicators
Into the future.

Internal The ‘improve customer experlence’ objective was in red this Ongoing continucus
process guarter, with the contributing factors being: improvement focus on
« Loan processing times have been extended in customer and broker
recent times on the back of high volumes, which experience within Retalil
has impacled broker service standards and the team.

. days from submit to approval KPI,
+  The First Time Capability measure continues to be | First Time Capablilty
challenging. Improvement efforts are particularly continues to be a focus,
focussed on infernal lending, while we continue to
review measures in place for brokers.

“The IS transformation programme has come up just short of
projections (18% vs 26% for the current year and therefore
4% vs 5% for the entire plan). This was due to resourcing
being ramped up in the course of the quarter, Including
recruitment and on-boarding or program and project
managers,
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HomeStart

Perspective

Insights

Actions

Significant progress has been made by the team over the
second half of Q1 and has thus placed us in a strong
position for Q2 to make up the shortfall and still achieve our
Q2 projections,

Related to the ‘ideas implemented’ objective, the Strategic
Development team has commenced conducting and
documenting Innovation ‘experiments’ within pilot
Innovation Challenges completed this quarter. Gontinuous
Improvement changes are slightly behind at present but are
expected to catch up to target over coming quarters,

The credit and product Risk Appetite Utilisation is showing
at 35% vs a target band of 90-110%. Thisis because, with
the excepfion of graduate loans, all cradit and product risk
Indicators are well within tolerance. Refer to the Risk
Appetite scorecard report for details.

Leathing &
Growth

The 'innovation and change’ measure was in yellow this
quarter, which reftects not all development objectives from
last year's myPlans being completed. While a system Is In
place to follow up completion of compliance-related
objectives, the next formal update of progress against all
development objectives will take place during the mid-year
reviews in early 2019.

Consistent results were achieved in the last PULSE survey
that were ahead of target. The next PULSE will be oarried
out in May 2018, with an update to OCI/OE! due to take
place in the coming quarter,

Ongoing culture and
development program,
Including ‘circumplex’
training, other technical
training (seminars/
canferences), and leadership
development coaching.

2.3 Target for credit losses KP|

ftwas Identified that an erroneous target of 1,75%-2% was set for the KP| '$ credit losses as a % of
portfolio value’. This has now been changed to 0.16% to align with operating outlook assumptions.

3. Recommendation_

That the Board notes the progress made for the first quarter of the 2018-21 strategic plan.

Andrew Mills

Head of Strategic Development

Sensiilve: Commercial
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APPENDIX A: Scorecard as at 30 September 2018

L=GERD

HomeStart
Wl FINANCE]
J=Tarpstol 100% } xP Astual Target

1 7 Score guice [oEse] N-2 NF 7]

Objective % Score [

improve

Retem on ewiy (RDE)

CUSTOMER AND COMSRUNITY

Capial Adequacy Reto 1
Increase our productivity ﬁ(@ 0 {Costto coms rath 49% 54%
Leverage 2 SR | 9 {OedRbsses bo portfol valoe 042% 0.16%
50 {Cant G+t Friance
Grow The loan partfolfe 99-% r‘m{ 1o | Portfoko value Sm)

Devebpment objeciive complelion

Increase # home ovimers mem 'm \Lending (o.) 49 406
Ensure customer$ sustainabiity 161EE05R =0 |Customers b Arears () 15% | 250%
Tncrease customer satisfaction 704N | | jCusmersaffecon hdex 1% 100%
= {Broker sefisfackon score 6% 85%
Creste more G 13tz = {New knding fromp % 5% 30%
20 {Hew lending fromparinershps
Tmprove 5 E Customer servica steadards %% 100%
= {BrokerServi % 100%
2 |Fusttine capabiBy - htemal 45% %
2 \Fistfima capghBy - brokers 16% 40%
. 10 jApp subnitfed {o epproval 1 6
Adopt ry 7axz3 | | % [Spmgress v aurentyear madmap 9% 25%
i = |5 progress vtrmnsformation roadmep) 4% 5%
Inerease ideas implemented 161%ZHIm  {Humber of experiments 5 2
. ® {Contiuous Trp ichenges (D] 10 14
Murage risk S rewzyd (0@l | |® {eddaprductRAN 30%-110%
: 5 |Fnancil & operatonal RAY 9%~ 110%

Innovafion & change go% T | 1w 2% 50%
Grow constructive styles 101;;5‘ = [FULSE engagement score 2% %
% J0CYOH constructive style 63% 65%

Investin our people {0855ERENL |10 |% Spend LD/ Sakures 323% 3009
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Agenda item: 1810.6 .

Topic: Head of Strategic Development Update
From: Andrew Mills
Date: 16/10/2018
Status: Noting
1. Background

Following is an outline forming the basis of discussion on HomeStart's Strategic Development
department.

2. Discussion

+ Shared equity option
o Performance since release
o Gustomer profile versus expectations
o Future development

¢ Innavation
o Sirategy development
o Ensuring focus
o Next steps

«  Govemment and other partnerships

o State Housing Authority
o Shared equity fund proposal

3. ' Recommendation

That the Board notes the matters for discussion from the Head of Strategic Development.

Andrew Mills
Head of Strategio Development
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HOMESTART FINANCE AUDIT COMMITTEE

The meeting to he held at 10,30am on Tuesday, 16 October 2018

in the HomeStart Finance Boardroom, Level 5, 169 Pirie Street, Adelaide

1810

AGENDA
10.15am or 10.80am Meeting with Auditor General representatives and KPMG
’independenﬂy of Management
Welcome and apologies
Conflicts of interast
Minutes of previous mesting
- 10" & 21 August 2018 3
- Adtion List 8
Papers/Presentations
Approval:
1810.1 Risk Matrices 9
Noting: ]
1810.2 KPMG External Audit Performance Improvement Report 16
11810.,3 Risk and Incident Update 18
1810.4 Risk Management Plan Update 26
1810.5 Internal Audit — New Lending and Arrears 29
1810.6 AML/ICTF/Whistlsblower/Fraud Report 31
1810.7 Deloitte Reports
~ Internal Audit Status Report 33
Any Other Business
Next Meeting 18" December 2018

Distribution:  Sue Edwards, Chair * Cathle King
Chris Ward . Shanti Berggren
Jim Kouts (alternate member) .
Internal; John Oliver . Deb Dickson
David Hughes Andrew Miils
. Kay Lindley Lyn Foster

Trlcla Margrle (Minute Taker)
External: Robert Huddy and Gavin Scaife, Auditor General's Departiment

John Evans and Kit Goh, KPMG
Elroy Todd, Heather Balster and Magdalena Jankowska, Delolite
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Minutes of the Audit Committee Meeting held on Friday, 10 August 2018
in the HomeStart Boardroom, Level 5, 169 Pirie Streef, Adelaide

PRESENT Sue Edwards (Chair)
Shanti Berggren (vla phone)
Cathie King

ATTENDEES John Oliver
David Hughes
Lyn Foster
Leon Watkins '
Gavin Scaife / Auditor-General’s Department
John Evans / KPMG
Kit Goh / KPMG
Tricia Margrie (minutes)

APOLOGIES Jim Kouts, Robert Huddy (Auditor-General's Department)

“The Chair opened the meeting at 9.00am.

CONFLICTS OF INTEREST

Nil.

APPROVAL
1808.1 * lmpairment Provisioning
Davld Hughes spoke to the paper, points to note included,

«  The methodology used in 2018 is consistent with that of prior years

« The collective provision includes an overlay which allows for factors not included in the
base provision :

« There has been an increase in the recommended total collective provision of $762,000
from 2017, which reflects the growth in the portfolio

« Specific provision for impalrment has raduced due to the sale of a number of properties

The Audit Committee approved the Provisioning Policy 2018 and resulting impairment loss provisioning as
at 30 June 2018,

1808.2 Breakthrough Loans Unrealised Incame
David Hughes spoke to the paper, points to note included;

+  As at 30 June 2018, HomeStart had a total of 551 Breakthrough Loans with the
outstanding gross book value (unadjusted for unrealised profit/loss) of $47.7 miiflon

« The methodology used Is consistent with that of prior years

« Three Shared Equity loans (new product) were settled in June 2018

+  The size of HomeStart's Breakthrough Loan portfollo lends itself to the use of automated
valuation models (AVMs) which can be obtained from independent providers, for a whole
of portfolio approach, noting however that each property is Individually assessed.

The Audit Committee appraved an unreaiised Breakthrough Loan profit of $0.36m be recoghised In
HomeStart's financial statements for the year ended 30 June 2018.

Sensitive: Gommerclal




NOTING

1808.3 Significant Accounting Decisions

David Hughes spoke to the paper., There has been a falr value adjustment noting the average life
of a loan has Increased and dischaiges have decreased. This Is due to banks tightening their
lending criterta (living expenses under more scrutiny), property values and incomes not increasing,
household debt remalning high and customers not prepared fo change banks as regularly.

The Audlf Committee noted the report.

APPROVAL

1808.4 Certification of Draft 2017-18 Financial Statements

David Hughes spoke to the paper, points to note Included;

Work Is continuing on provisions however no major changes are expected
Management are comfartable with the results of the work completed on derivatives
Regarding the disclosure note associated with AASBg

o]

o]

o]

o]

As of June 2019 the Audit Committee will be asked to approve the economic
forecast as recommended by management

The new AASBA provisioning model devised with EY has been completed and
excludes items not relevant to HomeStart i.e. credit cards stc.

The new collective provision model supporting AASBS suggests an increase
(before tax equivalents) of approximately $1m

This new mode! will be moved into the data warehouse for use next year

Fair value assessments of financial instruments (Breakthrough Loans) under
AASBS have been done on a loan by loan basls suggesting an minor Increase
($0.4m) In carrying value '

Whilst all transition work is yet to be finalised, management are comfortable with
the current status )

The Committee noted the obvious Improvement in credit performance of the portfolio over
the year

A minor wording amendment was suggested and adopted

John Evans confirmed the audit is substantially completed and KPMG have met with
management regarding minor matters; no substantive changes are expected

The Chalr congratulated HomeStart management for the great resuit this year,

The Audjt Committee recommends the Chairman of the Board signs the Certification of the Draft Financial

Statements for the year ended 30 June 2018.

OTHER BUSINESS

No other business was raised.

The Chair closed the meeting at 9.28am.

NEXT MEETING

The date of the next Audit committes meeting is Tuesday, 21 August 2018, commencing at 10:30am, at HomeStart
Finance, Level 5, 169 Pirle Street, Adelaide. . .

SUE EDWARDS
GHAIR

HONMESTART FINANCE

/ /20
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Winutes of the Audit Committee Meeting held on Tuesday, 21 August 2018

in the HomeStart Boardroom, Level 5, 169 Pirle Street, Adelaide

PRESENT. Sue Edwards (Chalr)
Shanti Berggren
Cathie King

ATTENDEES John Oliver
David Hughes
Kay Lindley
Deb Dickson
Lyn Foster
Robert Huddy / Auditor-General's Depariment
Gavin Scaife / Auditor-General's Department
Elroy Todd / Deloitte :
Brad Wright / Deloltte
John Evans / KPMG
" Kit Goh / KPMG
Tricla Margrie (minutes)

The Chair opened the meeting at 10.30am,

CONFLICTS OF INTEREST

P L ]

Nit.

MINUTES OF PREVIOUS MEETINGS

The minutes of the previous mesting held on 19 June 2018 were canflrmed as an accurate record,

Financlal Management Gompliance Program (FMCP) — approved via circul%r resolution on 16 July 2018,

ACTION LIST,
1804,2 FMCP Review — completed.
1706.8 AASBY — addressed under Agenda ltem 1808.1.

1804.1 Treasury Policy #1 — The derivative limit of $600m has been changed and authorised by ALCO fo now be
fimited to 150% of the total derivative exposure, - Completed.

1808.2 Compliance Policy — confirmation of indemnity clause in LexusNexus supply agreement ~ Kay Lindley

confirmed that LexusNexus does not have an Indemnity clause and as such, It is up to HomeStart how to interpret
the Information they supply.

APPROVAL PAPERS

1808.1 204718 Financial. Statements

David Hughes Informed the Gommittee that no changes had been made to the numbers since the
10 August 2018 meeting. Slight amendments have been made to some disclosure notes at the
request of KPMG, this has also led to changes in comparatives for those items.

Sensilive; Commerslal




John Evans stated ho changes were required and KPMG have now completed their audit.
Robert Huddy stated the Auditor General awaits a letter from KPMG prior to final sign off,

The Ghair thanked the Fihance team for thelr work on the 2017-18 financlal statements.

The Audif Committee approved the Financjal Statements as presented and recommended the accounts for
approval by the Board at its September 2018 meeting, subject to final audit clearance.

10.36am John Evans, Kit Goh, Robert Huddy and Gavin Scaife left the meating.

NOTING PAPERS

1808.2

Management Representation Questionnaire (MRQ) CEO

John Oliver confirmed minor wording changes were made to the MRQ his year. Af the Audit
Comimittee's suggestion both Deloitte and KPMG were asked for Input on the wording of the MRQ
and it was concluded the current wording was appropriate.

The Audif Committee noted the paper.

1808.3

Business Continuity Test Results

‘Kay Lindley spoke to the paper noting the test, which used a plausible scenario 1.e, flooding, provided

a number of lessons learned, actions to be taken and questions to be reviewed, notwithstanding
HomeStart's maturity fevel Is still young. Feedback from employees Involved stated it was a good
process. Following the Implementation of the test findings, another test will be undertaken in
approximately six months,

The Audit Committee noted the paper.

1808.4

Risk and Incident Update

Kay Lindley informed the Committee vendor contracts are recorded in Protecht and are listed on a
contracts register, The Information Services team are currently In the process of reviewing all IT
contracts and are also putting in place contracts with third party vendors who access our systems.

Discusslon was held regarding changing the control effectiveness of the risk ‘Government restricts
borrowing’ from Ineffective to partially effective given the relatlonships built between managerment
and the government; it was agreed this will be reviswed pending the outcome of the outstanding
Borrowing Limlt Increase request.

The Audit Committee noted the paper.

1808.5

Risk Management Plan Update

It was highlighted that some work is on hold pending the commencement of new team members;
legal work Is currently being outsourced for completion,

The Audit Committee noted the paper,

1808.6

Internal Audit —~ New Lending and Arrears

It was noted that foliowing the Integration of BankSA in-house, there will be no further independent
audits conducted for BankSA as this will now fall under the HomeStart Internal audit. An alternative
audit style l.e. forward looking is being currently investigated.
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The Audit Committee noted the paper.

1808.7 AMLI/CTF/Whistleblower/Fraud Report

The Audit Committee nated the paper.

1808.8 Deloitte — Data Quality & Business Intelligence Report
Brad Wright spoke to the report. Points to hote included;

«  There are three key objectives that must go right in relation to data quallty and business
intelligence (B1) —
o Blis adequate to support business needs
o Blis efficient and timely
o Datarisk Is considerad at each stage of its life cycle
« There wers two findings of low risk —
o Data governance framework
o Datarisk management
« HomeStart's maturity level is consistent with that of simflar sized organisations
« Management have taken on board the findings and will be undertaking the recommendations
including the expansion of the Bl Policy to include all appropriate business data
« The 2018-19 Internal Audit Plan will now commence; the first audit will be the Customer
Communication/Marketing review
« The Chalr requested that an audit plan status update be included with future reports from
Deloitte

The Audit Committee noted the report.

OTHER BUSINESS

No other business was ralsed.
The Chair closed the meeting at 11.38am.
The Committee met in camera with the Chief Financial Officer.

NEXT MEETING

The date of the next Audit committee meeting is Tuesday, 16 October 2018, commencing at 10:30am, at HomeStart
Fihance, Level 5, 169 Pirle Strest, Adelaide, :

SUE EDWARDS
GCHAIR
HOMESTART FINANCE

/ 120
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Audit committee action list u %

16/10/2018

. . . Expected Person Responsible
Agenda No. Action Required Date Raised Completion Date

AASB 9 —implementation of new model (bimonthly update) 20/6/2017 October 2018 David Hughes

LARA Restructure - update 21/08/2018 Octoher 2018 Kay Lindley
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Agenda item: 18401

Topic: Risk Matrices
From: Kay Lindley
Date: 16/10/2018
Status: Approving

1. Background

The risk matrices drive the raiing of operational risk, incidents and audit items and are an integral part of
fhe system, providing an expression of risk appetite, The current risk malrices {(Appendix 1 — Existing Risk
Matrices) used to rate risks and incidents were last comprehensively reviewed in 2016. As flagged in the
Jast review a major change to the strategic plan would be the trigger to undertake a recalibration of the
matrices. ,

2, Discussion

An external risk management consuliant was engaged to assist with the review, facilitating a workshop
wlth the Executive team and a Boaid representative. The Legal & Risk Assurance team continued to
engage the Executive team to develop and refine the proposed matrices (Appendix 2 — Proposed Risk
Matrices).

A summary of changes: :

« The risk rating table (a reflection of risk appetite) was recalibrated, reducing the number of risk
ratings from fiva to four with tha removal of “very Jow" category, It was feit that the four remalning
categories ("low”, “moderate”, "major” and “exireme”) provided the right level of granularity. The
resulting redistribution of residual risk ratings ls attached (Appendix 3- Residual Risk Rating
Distribution- Current vs Proposed). .

« The likelihood lable was changed significantly, reflecting experience over the prior two years,
Feedback was received that the existing likelihood table was difficult to Interpret. The scale of the
likelihood table was also better suited for rating strategic risks not operational risks, for example
the previous typical likelihood of a risk oceurring was considered “almost certain” if it were to
occur once per year and “possible” if every 2-3 years. It is proposed that a likelihood of dally is
considered "almost certain”, and monthly is "possible”.

+ The consequence table had a number of changes based on leamnings and experience. The
financial calegory was allgned with financial delegations, business disruption category was
aligned with business impact analysis and the CEO’s expectations of when an incident was to be
notified. Data breaches wers added to the regulatory category, and the reputation category was
expanded to include soclal media coverage.

Sensitive: Commercial 9
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* Jtwas also agreed that risk Incldents would be rated solely using the consequence table,
Previously a rating was determined by multlplying likelihood and consequence, but this added a

layer of complexity,

3. Recommendation

That the Audit Committee recommend the revised Risk Matrices for approval to Board,

Kay Lindiey
Chief Risk Officer

Sensitive: Commerclal 10
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Appendix 2:

Risk
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Escalation Table

Board
Tolerance

managed by
Business Units

Z e Gk
Al Intenal Frauds are reportad to board regardiess of level
**Ta BCP Coondinator if BC is Invoked
{fincident or risk1s WHRS related then HO P&P 1o be favolved

All Indidents ta be reported within two business days.

14



Appendix 3: Residual Risk Rating Distribution- Current vs Proposed

Residual Risk Rating Distribution- Current vs Proposed
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Agenda item: 1810.2

Topic: KPMG External Audit Performance Improvement Report
From: ‘ David Hughes

Date: 16/10/2018

Status: Noting

1. Background

Each year the auditors, coniracted by the Auditor-General to conduct HomeStart's external audit, provide
HomeStart Finance with an interlm Performanca Improvement Repart followed by a final Performance
Improvement Report as required, which set out opporiunities for improvement within HomeStart's internal
controf environment,

2, Discussion

Following the conclusion of its 2017-2018 interim audit work, KPMG issued an Intetim Performance
Improvement Report, which was considered by the Audit Committee at its maeting in June 2018.

Two hew control matters were identified by KPMG as follows:

1. Loan status remained as “open” in LendFast after settlement. This matter is currently being
addressed by management and is expected to be oompleted by mid-November 2018.

2. Inconsistencles of payment authorisers betwaen Westpac Online and the Redister of Delegations.
This matter was addressed and resolved by management with the Register of Delegations being
updated and changes approved at the Executive masting on 30 May 2018, Matter resolved

There is one unresolved issue to report from the current year performance improvement ohservations,

The current status of the unresolved Issue raised In the prior year (2016-2017) performance repott are as
follows:

1. Testing of the Business Gontinuity and Disaster Recovery Plan not undertaken for more than
three years - The Business Continuity and Disaster Plan testing was completed in Augusi 2018.
Matter resolved, )

Sensitive: Commeroiat 16
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3, Recommendation

That the Audit Committee notes;

+  The current status of issues ralsed by the external auditors in the Interlm Performance

improvement Report
+  No further issues were identified by the external auditors in the course of the year-

and so a final Performance Improvement Report wil not be issued.

David Hughes
Chief Financial Offlcer

end audit work

Sensitive: Cormerclal
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Agenda item: 1810.3

Topic: | Risk and Incident Update
From: Kay Lindley

Date: 16/10/2018

Status: _ Noting

1. Background

The Audit Committee Charter (section 7) calls for the Committee to "Review HomeStart management's
establishment and operation of an organisation-wide risk management system...”

2, Discussion

in accordance with this responsibility - and in line with the current Board approved escalation matrix - the
following risk and Incident updates are provided to the Audit Commiiites.

2.1 Appendix 1 - Risk Profile Report

22 Appendix 2 — New and Open Incidents - Major and Extreme Incidents
2.3 Appendix 3 — Resldual Risks ~ Major and Extreme Risks

24 Appendix 4 — Inherent Risks - MaJor and Extreme Risks

25 Appendix 5 — Audit Tasks past Original Due Date

The information presented is based on the current approved risk matrices and escalation table, as at the
end of September.

3. Recommendation ;

That the Audit Gommittee notes the following risk and incident updates,

Kay Lindley :
Chief Risk Offlcer

Sensltive; Commerolal . 18
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Appendix 1 - Risk Profile Report ’ : o
As at: 01 Oct 2018 ) g%m _ HomeStart
Inherent Risk BT

5 - Almost Certain
4 - Likely
3 - Possible
2 - Unlikely

1-Rare

Moderate

Residual Risk

6 - Almost Certain
4 - Likely
3 - Possible

2 - Unlikely

1 - Rare

Likelihood Vs Consequence

Extreme

Residual Risk

19



Appendix 2 - New and Open Incidents - Major and Extreme HomeStart

As at: 01 Oct 2018 0 ST

Date Occured Business Uni{ Board Summa Causes of Incident : Likelihood G
LL A

Overall Rating
Nit.

20



Appendix 3 - Residual Risks - Major and Extreme
As at: 01 Oct 2018

Business Unit  'RiskName Risk Pescription ~lnherent Risk Controls ‘Gontrol ‘Residual Risk
Information ;Loss of HomeStart Data Loss of HomeStart data caused by inefident system leading to lack of
Senvices . rgd_um_____, .. RPN
HomeStart ‘Change in Change ] setiing by r:hanga n ' Govemment/ gwemment
Pollcy prorites leading to lmpad on business viabilty, H SRR Performance Statement;
e Financial targets;
Bl Review of HomeStart strategy;
ST Bavemmen Resics " Govemment feskicts Boroving caused by changen | parameters leading fa°
Development Borruwing impact an business viability.

sl £k ™ infermal Polly Breach il poficy causad by aure 1 follow ntemal process andJ or poficy feading

{Assurance . § fines, repliational damage, adverse finding by regufatory authordy.

[cFo™ T "~ ‘Process Nat Followed  Pracess not followed caused by undear unmapped orna standard prox processes ses lzading to Pohcy and Procedire ijed;
reduced productivity. , Employee tralnfng;

N P PGP ReOTR U P e k ineml Poties and Procedires i

{Informafion Cybercime caused by hacking, malicious actleading to loss of confidental data.

Services

Papi & " lneafs Wodkpldce  Unsate workplace caused by crcation behwaen smplayesss, cusiomers, contradors o e INER

Performance visitors, Leading to WH&S dlaims feading to $ losses, lury or death. . Addional Securiy controls,

alarms;
Security Officer and Incident

N Response;
B Aggressive customer fraining

24



Appendix 4 - Inherent Risks ~ Major and Extreme HomeStart

As at: 01 Oct 2018 o~ FINANCE
Business Unit  Risk Name Name Risk Description Inherent  Controls Controt Residual  Next

Name Risk Risk Rating Review

Legal &Risk  :Extemal Fraud BExdemal fraud caused by collusion between thind Employee fraud awareness training;
{Assurance . e wew .. .. pafiesandorcusiomerieading fo § Loss. Auds of our processes,
\[nformation ‘Lass ofHomeStart Data Loss of HomeStart data caused by meﬁwentsys(am Transformation- core sysiems stream

Services | _. Integration feading fo fack of productivity. | .

HomeStart Chznge i Guvemment Change In govemment policy sefting caused by Extr . Charfer

Policy change ln Government/ goveriment priorites Performance Statement;
leading to Impact on business viabifty. Finandial targets;

G restricls b ing caused by change
Development  Bomowing *in operating parameters leading fo fmpacton
A .. - bushessviabilty, ’
Information :System Downime  ~.System dovmfime caused by Infrastructure falurs ining;
Services *leading to Joss of productivity 1T employees are given induction fralning.;

CQRlesﬁwganmaUy'

Faciies  ‘Unatfihaised Enfiyto  *Unauthorised enty to property caused by alarm ot

-Property “snmed due fo fack of emplayee/ contractor training Additional Security controls, alsrms;
feading to theft malidous damage of HomeStart Security system monitored by third party
e e ,.3-25_93. e . e ve bemeeen s
People & ‘Hazardous Workpl. vorkplace caused by ctiered/ unfidy ) Indutclion for contractors & dleaners;
Performance vmdcp]aue, poor building desrgn,poormalntanance WHES Guidelines;
lkeading to § losses. Full ime Fadilifies Officer;

Tag & Tesk
Training;
U SRR . . . Hozal-Workplae inspection
{Strategic Products Mistmderstood Products misunderstood caused by product Credit Policy Commitize appraves dranges Y pmdm:ls where it
Development complexity/ products specifications do not align with affects policy.;
approved product design leading to requiatory Exec Comimittee overvews the project charter
tervention, peor cu s

[CFG™ ™" 7 Uniable to Generate
-Business Reports

S’aalegic {i{omeStafs Market Emded HomeStarts market e aroded cuused by existing/.
Devefopment competitors mimoring our produds feading fo fallu Execassess loan mutfples;
[ . ) Undertake quartery review of market afferings.;

22
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Business Unit  Risk Name Name Risk Desaription Inherent  Controls “Control Resldual  ({Next
Name Risk Risk Rafing ‘Reviev
Dale
Strategic HomeStarts Market Eroded .HomeStarts market eroded caused by existing/ new’ oard signs off ofstrategiess
12 LS .. ... compsttors mioring ur producls leading to fafre. uarterly revisws of fending muliple
fegal& Risk  Internal Policy Breach “Intemnsal policy breach caused by failure to follow
Asstrance Internat process and/ o poficy feading to § ines, -
reputational damage, adverse finding by regulatory
e O T e e
CFO Process nat followed caused by imclear/ inmapped
of no standand processes leading to reduced
Retall Wistep o m D tation from brokers about HSF produ
Brokers about HSF caused by lack of training leading to regutator
;Produds saufliny and § Joss.
Retall Realisations Process “Realisalions process detayed caused by Ineffective
Delayed . infermal complaints handling process leading to
e o v oo JncEEsEd GrRAIOSSES, L
legal &Rk {ed Busi “Extended business on {exceed Max.
Assurance Disruption (exceed Max.  Allowable Outage) caused by critical sysiem fature.
Allowable Outage) and tack of incident response capadily leading to
CFO Business dedisio Data warehouse raview;

on Incorrect Information caused by fallure to test and review & imdlear Data enabled to users in a read only format frough Reporfing
ownership leading to $ Loss & scrufiny by Services and Excel add-in providing self sewvice reporting
reguthalors,

inzss and tested

endor Fals o Fulfi “Vendor fals to fulfil contracial obligafions caused

cfual O i by contract ar relationship mismanagement leading
... ..1obusiness disruption, lmpact on customer service.
Hinformafion Cybercrime “Cybercrime caused by hracking, malicious
Services leading 1o foss of confidental data.

“C

People & ‘Unable to Meet Demand Unable to meet demand caused b
Perfonmance acfion, d P
on Relail team leading to business disruption,
impatt on custamer service, delivaty of projedts,
sirategic objecives Cross skifing;

Address

shortemm assignments;

People & ‘Unsafe Workplace Unsafe workplape caused by altercafion between nes; .
Performance ployee/s, cust C tors or vistors. Additional Security controls, alarms;
Leading to WHS claims leading to $ losses, Injury Secunfty Officer and Incident Response;
TRV .1 --.. SOV SO P S P = /g0 stomer tralning
legal&Risk  ‘Data Breach Data Breach caused by hacking, leaking or L ensure IT sianoff;
Assurapce ‘inadvertently disclosed dafa leading fo repufational Prior considerabion of where data is stored conslstent with Privacy




[Business Unit  Risk Name Name Risk Description Controls Cantrol Residual  Next
Name- Effectiveness  -Risk Raling Review

Dale
Legal &Risk  {Data Breach + damage and § loss, principles. Ensuring secured, enaypled SSUTLS connections are ¥ 29052019
Asstirance :

adequate, Identffy volumne of data expecled fo be coleded atany

given fime. At condlusion of period of ime afl persanal information is
removed from cloird sewvice and save on HS servers,
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Appendix 5 - Outstanding Audit Tasks by Due Date o :
As at: 01 Oct 2018 ,,w H__mmomeStart
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Audit committee paper - bl
Agenda jtem: 1810.4

Topic: Risk Management Plan Update

From: Kay Lindley

Date: 16/10/2018

Status: Noting

1. Background

The Risk Management Plan provides visibility to Homestart of the Risk Management strategy, this
includes new developments and risk related continuous improvement projects, developing methadologies
and tools for risk management purposes,

This paper provides an update of achlevements against the Risk Management Plan, including what is in
foous for the upcoming bi-monthly period. This does not include business as usual items.

Sensitlve; Commercial 26
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3. Recommendation

The Audit Committee note the tisk management plan tasks in focus for the next two ronths. Current
resourcing is reduced however these items will be addressed when resoursing is in place.

Kay Lindley
Chief Risk Officer

Sensitive; Commercial ' 28




Audit committee paper - H“ omeStart

Agenda item: 1810.6

Topic: | . Internal Audit - New Lending and Arrears July & August 2018
From: Kay Lindley '

Date: - 16/10/2018

Status: Noting

1. Background

The purpose of the new lending, arrears, realisations and security packet audit is to ensure policy
commpliance Is belng adhered to and help identify Jearning and educational opportunities.

2, Discussion
C Grade High-Risks Observatlons!/ Comments
New Lending 0 0
Securlty Packets 0 0
Arrears 0 0
Realisations 0 0

With the completion of the Bank SA Integration, effective May 2018, there is no further independent audits
conduoted for Bank SA. Thelr new lending, arrears and security packet portfoilo will now fall under the
HomeStart Retail group.

3. Recommendation

The Audit Committee notes the new lending and arrears findings for the hindsight compliance audit for
July and August 2018,

Kay Lindley
Chief Risk Officer-

Commiercial in confidence 29




Internal Audit Findings for the Past 12 months

30



Audit committee paper - H'_OI meStart

Agenda item: 1810.6

Tople: AMLIGTF Whistleblower/Fraud Report
From: , ~ Kay Lindley

Date: - 16/10/2018

Stétus: Noting

1. Backgr&und
Anti-Money Laundering/Counter Terrorlsm Financing (AML/CTF) legislation requires HomeStart to
implement an AML/GTF program that specifically deals with the Initial customer identification, ongoing

employee and customer dye difigence, the monitoring and reporting of suspicious transactions that have
been mada fo loan accounts and the Investigation of fraud related incidents.

2. Discussion

AMLICTF Suspicious Matter Incident Reporting

39 suspiclous matter incldents were reported to AUSTRAG for the petiod 1 Aug — 30 Sept. The most
likely offence to which these susplclous matters related was: '

Money faundering.
"Susplolous Matter Incident Reparting ~Potentlal Offence against a
‘Commonwealth, State or Terrltory law (E.g. Soclal security fraud) i
:FHOG " . T EVIER x - BV \\ ‘ W
Suspected tax evasion

Whistleblowers Reporling

There has been no known disclosure of informationAby a HomeStart smployee pursuant to the
Whistleblowers Protection Act 1993 (SA) for this period.

Fraud Incidents

HomeStarl's Fraud Governance Contral Officer has advised there were 3 suspecled fraud related matters
requiring further investigation for this period highlighted via the Equifax Fraud Match reporting portal
which HomeStar receives for new lending applications and also loan applications pravided by
HomeStarl's Loan Assessors. One of these matters involved non-disclosure of personal debis. As a
result, this applicant has been listed with the Equifax Fraud Focus Group database.

Sensitlve: Commercial ’ 31
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Suspiclous Matter Reporting — historlcal volumes by HomeStart

i

i

- Suspiclous Matter Reporting (SMR) to AUSTRAGC
35
50 AML complianea changes
- implemented Aug2015
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It should be noted that the peak in August can be in part attributed to the resignation of the AML officer in
early July 2018 and the catch up for that unactioned perlod and that we had cause to report on the same
borrowers on 5 separate occaslons,

HomeStart as a reporting entity are required to report to AUSTRAC any suspislous matiers. In the case of
these borrowers, seperate transactions have presented intermitedly over this period, we adhere to this
requirement by reporting as thay present, :

These borrowers were reported on the following dates with the following amounts 28/8/18 $25,000, 5/9/18
$40,000, 7/9/18 $39,000, 10/9/18 $37,000 and 12/9/18 $34,000,

3. Recommendation

That the Audit Committes notes the number of AML/CTF/Whistleblower/Fraud reporis for the period 1
August 2018 to 30 September 2018. .

Kay Lindiey
Chief Rlisk Officer
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Internal audit update summary — Close out of FY18

Purpose ,
The purpose of this slide is to indicate that the FY18 internal audit plan has been delivered and all reports tabled at the Audit Committee.

! Tabled at the December 2017 Audk Committee 1 7

Governance of new
product development

Tabled at the Apri 2018 Audit Committee : 2

Data quality and businnss
intelllgence

Tabled at the August 2018 Audit Committee 2

Tabled at the Qctober 2017 Audit Committee

© 2018 Deloitte Risk Advisory

Moderate
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Internal audit update summary — FY19

Purpose

The purpose of this document is to provide an overview of internal audit activity for FY19 and an update on the status of internal audit findings
to date. -

Internal audit activity .

The table below provides an overview of the status of projects included in the internal audit plan for FY19, The timing of projects is in line with
the schedule approved by the Audit Committee.

D S0

3 & : 3
Customer communication / r__,;, ,§~ el To be tabled at the Dec Audit Committee. Verbal update to be provided at Oct
marketing raview B Py meeting, - :
RATE RS
Workplace health and Not yet '
safety framework commenced Scoplng to commence shortly
Management of fixed
Interest rate hedge Not yet
exposure and treastry commenced Scoping ko commence shortly
reporting
o Not yet
Risk culture and condurct commented Scoplng to commence shortly
1SMF . Quarter3
Broker management Quarter 4
FY20 Internal audit plan Refresh of internal audit plan : . 5
Extreme
Major
Moderate
35
Low & Very Low

©Z018 Deloitte Rlsk Advisory
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1810
HOMESTART ALCO

The meeting to be held at 9.00am on Tuesday, 16 October 2018
in the HomeStart Finance Boardroom, Level 5, 169 Pirie Street, Adelaide

AGENDA

Welcome and apologies ~ Andrew Kennedy
Conflicts of interest
Minutes of previous meeting

- 18t September

- - Action List

Economic Update

SAFA Update
Papers/Presentations

- Noting:
1810.1 Treasury Reports — September 2018
1810.2 Asset Quality Reports - September 2018
1810.3 Population Estimates — March Quarter 2018
Any Other Business
Close

Distribution:

Chris Ward, Députy Chair (ALCO Chair)*  Darryl Royans, member*
Carmel Zollo, member* Jim Kouts (alternative member)

External:  Andrew Kenned‘y, Director, Treasury Services — SAFA
Don Munro, Manager, Client & Advisory Services - SAFA

internal: John Oliver® Deb Dickson
David Hughes* L eon Watkins
Tricla Margrle (minute taker)

* ALGO member
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Minutes of Asset & Liabllity Gommittee Meeting held on Tuesday, 18 September 2018
in the HomeStart Boardroom, Level 5, 169 Pirie Street, Adelaide

PRESENT Chris Ward (Chalr)
Darryl Rayans:
Garmel Zollo
John Oliver
David Hughes

. ATTENDEES Deb Dickson

Leon Watkins

Andrew Kennedy (SAFA)
Don Munro (SAFA)
Tricia Margrie (minutes)

The Chalr opened the meeting at 9.00am.

CONFLICTS OF INTEREST

Nil.

- MINUTES OF PREVIOUS MEETINGS

The minutes of the previous meeting held on 21 August 2018 were gonfirmed as an accurate record.

AGTION LIST

No jtems were due,

ECONOWMIC UPDATE

David Hughes spoke to the circulated document “Economic Update — September 2018” and provided a general
economic update, Points to note included;

o David Hughes attended a Westpac breakfast last Thursday with guest speaker Bill Evans; who
believes the RBA will keep the cash rate on hold until 2020 due to a combination of the US dolfar
putting pressure on the Australlan dollar and consumer spending remaining high

s Wholesale rates remain high, howaver have stabilized

e The South Australian housing marketing remains steady, however the concem remains consumer
spending that has outpaced incore growth for many years now

» Intrend terms, the South Australian unemployment rate increased marginally from 5.6% to 5.7%,
still a marked improvement on last year's 6.0%

o Whilst Australla’s population growth of 1.7% is very strong compared to other developed
economies, South Australia remains very low at 0,6%

SAFA UPDATE

Andrew Kennedy provided an update on market conditions. Points to note included;
»  Andrew noted that Adelaide’s population growth is 1.7%, In part due to Immigrants who remain in
regional centres for the minimum required time, then move to clties (primailly Melboume and
Sydney)

Sensliive; Commercial




* Following the release of the State Budget on 4 September, SAFA have updated thelr porifolio to
accommodate the Government’s $1.4b future infrastructure spending program; SAFA accessed
markets in September and will do so again In November 2018, February and May 2019

» Markets are very busy with $1.7b corporate supply of funds since 1 August 2018; there Is also a
strong current interast in paper, the government is now offering bonds to 2050

*  Geopolitical volatility continues to be the biggest economic concern; the American President Is due
fo announce a 10% tax on $10b worth of China imports shortly

* There is a tightening of liguidity markets globally

1809.1 Standard Variable Loan Interest Rate Increase
The paper was circulated via emall to the ALCO Committee on 6 September 2018.

ALGO approved the paper via circular resolution.

1809,2 Standard Variable Rate Effective Date

Following approval of the increase to the standard varlable rate and during the preparation for
implementation, it was determined that a more appropriate effective date would be 24 September
2018, not 26 September as Indicated in the paper. As a result, all public communication has been
prepared wlth the effective date of 24 September 2018,

ALCO approved the effective date of 24 September 21018 for the increase to the Standard Rate.

1809.3 Treasury Reports — August 2018

Leon Watkins spoke to the paper. Points to note included:;
* Margins are still well below the leveis of early this calendar year, however the increase to the
variable rate will improve margins
* The level of debt refinancing over the next twelve months increased to 30% with the August 2019
maturity now within twelve months : '
» Based on the operating outlook, net borrowing of $175m Is required over the next twelve months,
and In addition, pre commitments may see the current borrowing limit exceeded earlier than this

ALCO noted the report.

1809.4 Asset Quality Reports — August 2018

Leon Watkins spoke to the paper. Points to note included:;
*  Write-offs have been volatile with the effect of the high volume for July being offset in August which
had only one loan loss; at this stage September Is expected to also be below average
*» Arrears continue to Improve, however seasonal influences are expected to have an impact In
September
Five new potential shortfalls were added for August fotalling $321,509 net
The new shortfall reports were noted, additional Information will be included next month

ALCO noted the report,

1809.5 Arrears Analysis Report

Leon Watkins spoke to the paper. Points to note included:;
» Broker loans are showing better arrears outcomes overall compared to the benchmarks
» Some results for older loans have been much higher but these are on low volumes and therefore
have greater volatility but low significance in terms of the overall portfolio

Sensifive! Commeraial




While arrears have been higher for Low Deposit and Nunga, this has been more than offset by
lower arrears for Graduate loahs .

For loans by purpose, construction loans (over the last 5 years) and refinance loans have
performed better than established loans.

ALCO noted the report.

1809.6

Stress Testing (Loan by Loan) as at June 2018

David Hughes spoke to the paper. Points to note included;

°

Using data warehouse reports, we stress our existing portfolio using a number of variables, namely
interest rate, CPl and property growth, against a control group; these varlables are the key drivers
for potential capitalization and LVR greater than 100%

Scenarlo 3 — Interest rate up by 3%, GP] up by 2% and property price up by 1% Is considered to be’
an unlikely set of market conditions

A broader spread of testing variables i.e. average loan value, will be used for the next stress test

ALCO noted the report.

1809.7

Economic Update — GDP & State Final Demand

The paper was Included for information and was taken as read.

ALCO noted the report,

OTHER BUSINESS

No other business was raised.

The Chalr closed the meeting at 9.60am.

NEXT MEETING

The date of the next Asset & Liability committee meeting Is Tuesday, 16 October 2018, commencing at 9:00am, at
HomeStart Finance, Level 5, 169 Pirle Street, Adelaide.

CHRIS WARD

CHAIR

HOMESTART FINANCE

/
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Agenda item: 1810.1
Topie: Treasury Reports — September 2018
From: Pavid Hughes
Date: 16/10/2018
Status: ' Noting

1. Discussion

Funding Update _

Net borrowings increased by $9.8m In September and new swaps totalling $7m were settled to hedge fixed
rate lending. .

The cutrent funding strategy Is to:

«  Finance hew borrowings through working capital and look for opportunities to restructure short term
debt into FRNs

e Contlnue to undertake swaps to manage the posiilon on fixed rate lending.

Summary of funding at the end of September 2018

Funding Rate Margin Glfee Total Value
Working capital 1.84% 0.06% 1.36% 3,26% 287,357,617
Short term debt 1.84% 0.06% 1.36% 3.26% =
FRN 2.15% 0.06%- 1.54% 3.75% 1,647,000,000
Total 2.10% 0.06% 1.51% 3.68% 1,934,357,617

Cash and swap rate forecasts

Cash rate Dec “18

ANZ 1.60

CBA 1.50

NAB 1.50

WBC 1.50

SAFA 1.60

HomeStart 1.60

Reuters poll 1.50
Forecast movements ara highlighted,

3 yrswap current | Dec ‘18 Mar ‘19 Jun ‘19 Sep “18 | Dec ‘19

SAFA 211 2.50 2,75 3.00 3.00 3.00

HomeStart ' 2.00 2.10 2.20 2,25 2,35
Changes to HomeStart's mortgage rates over the period

Start Rate Date Rate Date Rate

Varjahle* 1 Sep 524 | 24 Sep 5,39

1yrfixed “ 519

2yr fixed N 5.39

Jyr fixed ! 549

Commercial In confidence




SAFA FRNs - TRADED MARGIN TO BBSW
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Average sproads hy calendar year;
2016 2,033%
2017 1.366%

Qi 2018 0,854%

Q2 2018 0.982%

Q3 2018 1.008%

2018YTD  0.882%
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Cost of Funds

Margins have lmproved with the standard variable rate increase (part month, effective from 24 September) and

stahllisation of the 30 day BBSW,

4.00% 1 Previous 5 yrs
3.50%
N
3,009 T~
2,50%
2.00%
1.50% - e
1,00% AT T e T T
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——-5V Jess COF (ind GGF)  ~——8V less COF
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HomeStart Portfolio Summary

The reset period for loan assets is at 20 days compared to 15 days for funding.

A total of $7m new swaps were settled during September 2018 to hedge fixed rate loans:
- $4m maturing in 1 year @ 1.90% (average)

. $2m maturing more than 1 and up to 2 years @ 1.91%

. $1m maturing more than 2 and up to 3 years @ 1.98%

$4.1m of the uncovered amount for fixed tate positions relates to projected maturities at 11
months or less, :

Physical Deals Swaps Variance

Up to 1 year to repricing (variable rate) 1,890,255,594 n/a
Up to 1 year to repricing (fixed rate) 117,504,065 112,000,000 5,504,065
More than 1 year, up to 2 years 102,042,283 101,500,000 542,283
More than 2 years, up to 3 years 25,663,139 25,000,000 663,139
More than 3 years, up to 4 years 6,111,355 7,000,000 - 888,645
More than 4 years, up to 5 years 4,285,486 5,000,000 - 714,514
More than 5 years 10,429,832 9,000,000 1,429,832
Fixed rate total 266,036,159 259,500,000 6,536,159
Total 2,156,291,753
Average rate 5.0700% 2.4026%
- _Average reset days . 202
= e s o S

= et

Physical Deals - Liabilities

Short-term debt 287,357,617
06-Aug-2019 FRNs  [+28,00bp] 300,000,000
24-Feb-2020 FRNs  [+38.00bp] 275,000,000
20-May-2021 FRNs  [+36.09bp] 550,000,000
22-Sep-2022 FRNs  [+39.55bp] 522,000,000
Total 1,934,357,617
Average rate 2.1684%
Guarantee fee 1.5135%
. Short-term debt 587,357,617 30.36%
Long-term debt ' 1,647,000,000
Average reset days 15.3

vera g term to

HomeStart's Derlvalive Limit is currently $399.1m

Commerdial in confidence ’ 10




Market Value Report

The market position improved with market traded margins Increasing for debt
maturities apart from 2020.

Historical Market Value of Physical Debt

Period

Book Value

Market Value

Profit/{Loss)

Asset Book Value

Sep-2018
Oct-2018
Nov-2018
Dec-2018
Jan-2019
Feh-2019
Mar-2019

Apr-2019

May-~2019
Jun-2019
~Jul-2019
Aug-2019
Sep-2018

1,762,638,799
1,769,020,465
1,784,368,403
1,798,246,077
1,806,410,050
1,818,963,143
1,836,934,849
1,850,921,897
1,868,621,880
1,899,547,643
1,912,663,884
1,026,412,923
1,936,089,638

1,766,518,121
1,773,571,463
1,789,016,605
1,802,590,583
1,811,718,873
1,823,558,979
1,838,311,145
1,854,278,540
1,870,879,021
1,901,876,014
1,915,002,466

' 1,928,533,357

1,937,698,923

3,879,322
4,550,998
4,648,202
4,344,506
-5,308,814
-4,595,836
-1,376,296
3,356,642
-2,257,141
2,328,370
2,338,581
2,120,434
-1,609,285

1,986,405,113
1,995,871,093
2,010,802,870
2,022,248,878
2,036,207,934
2,048,429 554
2,063,086,857
2,083,057,033
2,099,471,628
2.116,345,235
2,133,802,044
2,146,497,718
2,156,291,753

Commergial in confldence
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Refinancing Profile

Waorking capital increased by $9.9m to $287.4m at month-end. The level of debt
refinancing over the next 12 months is 30.4% including the August 2019 maturity,

00,000,000
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300,000,000 | eune TR
200,000,000 |
100,000,000
0

Oct18 —
Mar-19 12
Aug-19
Jan20
Jur-20
Nov-20

Apr-21
Sep-21
Feb22
ErE——
Dec22 :
May-23

Oct23
Mar24
Aug-24
Jan-25
Jun25

Current Jevel of short term debt is $587.4M or 30.4% of total borrowings

Bank Balance ($m)

This month Last month
Monthly Average 246 2.31
High 4,32 3.88
Low 1,27 0.61
WCF Balance ($m)
Monthly Average Rate 1,.900% 1.900%
Monthly Average 283,32 269,86
High 290,05 279.40
Low 277.50 263,74
Borrowing limit ($m) 2105.0 2105.0
Actual borrowings ($m) 1934.4 1924.5
Unused limit ($m) 170.6 ‘ . 180.5

Commeralal In confidence
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Cash Management Liquidity Graphs

The net funding requirement for the month was below forecast due to an Increase in the level of loan
discharges.

The bottom graph shows a net borrowing requirement of $166m over the next 12 months based on
the operating outlook. This would Increase total debt to $2.100b.

September Actual: Deficit of $8.7m vs Farecast Deflclt of $11.4m
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ALCO committee paper

HomieStart
| FINANCE]|

a 2,
of South Ausriina

2, Compliance

All policies were complied with as at 30 September 2018,

Based on the current working capital amount, the refinancing over rolling 12 months would exceed 40%
from February 2019. Part of this balance is expected to be restructured prior to this time.

Category Sub Category Limit Position Paolicy
Strategic Operating
Botrowlng limit . $2.105h $1.934b Parameters
Fixed interest rate debt Treasury Palicy 1
Borrowings — maximum maturity 15 years n/a
Floating rate deht — Treasury Policy 1
Borrowings maximum maturity 15 years 4.0 years
Short-term borrowings Treasury Policy 1
Borrowings — maximum maturity 365 days 1 day
Derivatives ‘Value - % exposure " 180% 97.5% Treasury Polioy 1
FRAs — maximum time Treasury Policy 1
Derlvatives o settlement 6 months hla
Derivatives fRAs — maximum 6 months nla Treasury Palicy 1
enar
Futures - maximum Treasury Policy 1
Dertlvatives raturlty 12 months nia
Fixed rate assets ~
Swaps raximum maturity Byrs 2.9yrs Treasury Pollcy 1
Shared equilty -
Swaps maximum maturlty 15yrs 10.7yrs Treasury Policy 1
Next 12 mths -
Refinancing maximam % debt 40% 30.6% Treasury Policy 4
, Rolling 12mths - '
Refinancing mgx]rr?um v, dsebt 40% 28.7% Treasury Policy 4
R Current and next o o :
Reflhancing 30% 14.9% Treasury Policy 4
month
Reflnancing Dally maximum * $100m $0 . Treasury Policy 4
. Amount requlred to
Short-term debt | Minimum level cover net expected $278m Treasury Policy 6
cash in-flows :

* Excludes FRN select lines & working capital

Gommarcial in confldence
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ALCO committee paper ® HomeStart

3. Standing Data

Average APRA Risk Weight (3yr Avg) 60.5% No change
Capital Adeguacy (3yr Avg) ' : 12,8% No change
Cost of Capltal - 8% No change
Capital Reprice Period (days) 30 No change
Varlahle rate loan — isste margin 0.3602 No change

4, Recommendation

That the ALCO Committee notes the treasury reports for September 2018.

David Hughes
Chief Financlal Officer

Gommerclal In confldenca
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ALCO committee paper
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HomeStart
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Agenda item: 1810.2

Asset Quality Reports ~ September 2018

Topie:
From: David Hughes
Date: 16/10/2018
Status: Noting

1. Background

The commentary and attachments provide a monthly repott of loan asset performance. The benchmark

used in projected write-off levels and benchmarks are actuary based Joss projections, including a

prudential margini. -

2,

Discussion

Credit loss report

origihation. The following Is a summal

year's result for the full year.

The credit loss report provides a comparison of ﬁrojected and actual losses based on time since
ry total of the detalled report for September with compatisons to last

($m) Total LYR Sep18 YTD

Write-offs (gross) $3.743 $0.091 $0.534
Actuary expected $3.009 $0.225 $0.877
Actual to expacted 124.4% 40.4% 78.8%

Losses In the last two months have been low following a high amount in July and are currently more than
20% below the actuary projected year-to-dats level.

! A prudential margin has been included since 2011 and is currently 25%

Gammerclal In confidence
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ALCO committee paper A,
) HomeStart Finance - Credit Loss Report
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Arrears activify .
Arrears have continued to improve with a sighificant reduction for the month in the 30+ days level fo
1,51%, The seasonal result s also well down an the prior months following a rise in this measure in
Auguet. The 90+ days moving average again Improved to 0.77%.

All movements - arrears percentages In loan value terms

% Arrears by Value 2018 Jun 2018 Jul 2018 Aug 2018 Sep
30+ Days Arrears 188% | 178% 182% | 1E% |
30+ Days Moving Avg 2,00% 1.84% 1.74% 1,82%
% Loans wiExira Payment 30,61% 9.42% 51.23% 0.66%
|Seasonal Factor 06798 10302 08737 10667 |
30+ Day Season/ Ad) 1.80% 1.79% 1.84% 1.61%
90+ Days Arrears - 0.84% | 0.79% 0.76% 0,76%
90+ Days Moving Avg | 0.86% “T0.82% 0.78% 0.77%

Shifts in number of loans by months of instalments in arrears

MonthsInAmears | 2018.Jun 2018Jul | 2018 Aug 2018 Sep ‘

- i ~ zEy 201 244 282

7 £ e
2

th:
« Loans 1 month and over decreased by 5; total arrears numbers were up by 33
* The number of loans 3 months and over In airears increased by 1.

Commerclal in confidence
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Arrears (1 mth)
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Extra fortnightly/weekly repayments

Month Days % 3 mth roll Seas faclor
Jul-18 Su,Mo,Tu 9.4% 70% 1.0302
Aug-18  We, ThFr 51.2% 91% 1,0873 '

Arrears (3 mths)

2.00%
1.80%
1.60%
1.40%
1.20%
1,00%
0.80%
0.60%
0,40%
0.20%

By loan value
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ALCO committee paper & Qomnestart
Write-off and realisation reports

Wiite-offs ($) 2 LYR Sep18 CYR

Loans realised (ho) 71 4 12
Write-offs ($) » gross $3,742,881 $91,041 $533,825
Average gross $62,717 $22,760 $44,469
Actuary projected w/offs $3,009,086 nfa| = $2,714,766
Balance remaining $0 n/a $2,181,141
Remaining balance/mth - n/a $242,348
Potential shortfalls - net $1,108,852 $1,045,975 n/a
Potentlal shortfall no. 22 21 n/a

There was 4 reallsation for the month at a total loss of $91,041 (2 loans had na shortfall).

Three new potential shortfalls were added for September totalling $131,934 net ($143,373 gross) with net
potential shortfalis as at September at $1,045,875 (up from $9853,081),

3. Recommendation

That the ALCO Committee notes the asset quality reports for September 2018.

David Hughes
Chief Financlal Officer

2 Includes voluntary sales
3 Gross for the full year, determined on the actuary projected loss levels plus prudential margins

Gommerclal in confidence
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Potential Current Shortfall Report

Tuesday, 2 October 2018
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SUMMARY

» Durlng the year to March 2018, South
Australia’s Estimated Resldent Population (ERP)
Increased 0.7% (or 11,600 persons) to
1,733,500 people. ’

« Nationally, the ERP Increased 1.6% to
24,899,100 people,

FURTHER ANALYSIS

South Australia's population rose by 0.3% during
the March quarter 2018, to be 0,7% higher than a
year ago, Nationally, population rose by 0.5% in the
March quarter 2018 and was 1.6% higher than a
year earlier—see Chart 1.

CHART 1: ANNUAL POPULATION GROWTH
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Population growth over the year by jurisdiction,
from highest to lowest was: Victoria (2.2%), the ACT
(2.1%), Queensland (1.7%), New South Wales
(1,4%), Tasmania (1.0%), Western Australla (0.8%),

‘South Australia (0.7%) and the Northern Territory

(0.1%).

commercial and Economics Branch
20 September 2018
Public~ 12 - A1

TABLE 1: Estimated Resident Population

Mar 18 vs Mar 18 vs
Mar 18 Mar 17 Mar 17
(000) (000) %
NSW 7,955.9 113,1 14
vIC 6,430.0 137.4 2.2
QLD 4,990.7 833 1.7
SA 1733.5 11.6 07
WA 2,591,9 212 0.8
TAS 526.7 53 1,0
NT 246.7 03 0.1
ACT 419.2 8,5 2.1
AUS* - 24,899.1 380.7 1.6

*Includes Christmas Island, the Cocos Islands and Jervis Bay.

In the 12 months to March 2018 the largest
contribution to South Australla’s population
growth came from net overseas migration, which
totalled 12,400 persons, down 0.2% from the
previous 12 months. Natural increase over the

. period totalled 4,900, down 20% from the previous

12 months. In the year to March 2018, there was a
net interstate outflow of 5,700 people from South
Australia, 23% lower than In the previous 12
months—see Chart 2.

CHART 2: COMPONENTS OF SOUTH
AUSTRALIAN POPULATION CHANGE
_(MOVING ANNUALTOTALS, '000S)...........
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