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Dear Me-Mullighan
APPLICATION UNDER THE FREEDOM OF INFORMATION ACT 1991

| refer to your application made under the Freedom of Information Act 19917 (the Act),
dated 17 October 2019.

Your application seeks access to:
“All minutes, briefings and correspondence lifled ‘HomeStart Finance -
Home Start Finance Board Meeting — March 2019’ as described on the Objective
document management system, between 23 February 2019 and 17 October
2019.”
The prescribed legislative timeframe to determine this application has expired and is
now deemed to have refused you access to 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 2 documents were identified as answering
the terms of your application.

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

Document Released in Full

Document 1

Document released in part

Document 2 is released in part.



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 7(1)(c).

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. This is similar to specific people
working for Deloitte. Their names have been redacted accordingly.

| 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 7 — Documents affecting business affairs concerning

(1) A document is an exempt document—
(b) if it contains matter—
(i) consisting of information (other than trade secrets) that has a commercial
value to any agency or any other person; and
(i) the disclosure of which—
(A) could reasonably be expected to have an adverse effect on those
affairs or to prejudice the future supply of such information to the
Government or to an agency; and
(B) would, on balance, be contrary to the public interest; or

(c) If it contains matter—

(i) consisting of information (other than trade secrets or information referred
fo in paragraph (b)) concerning the business, professional, commercial or
financial affairs of any agency or any other person;-and

(i) the disclosure of which—



(A) could reasonably be expected to have an adverse effect on those
affairs or to prejudice the future supply of such information to the
Government or to an agency, and

(B) would, on balance, be contrary to the public interest.

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

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.

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

Yours sincerely
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Hon Rob Lucas MLC
Principal Officer

> March 2021

Att.
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MINUTES forming ENCLOSURE to

Critical Deadline

Routine

TO: HON ROB LUCAS, TREASURER ~ HSM1904.2

RE: HOMESTART FINANCE BOARD MEETING — MARCH 2019

Monthly reports —~ February 2019

» Total Settlements (including Home Equity and Redraw) were $34.6 million,
» Discharges were 152 loans worth $18.9 million.

» YTD profit before tax was $14.5 million.

» Capltal adequacy was 13.2%.

» Return on Equity was 13.15%,

Board Charter
Board approved the paper,

Audit Charter and ALCO Charter and Credit Sub-Committee Charter
Board approved the paper.

Register of Financial Authorisations 2019 (RoFA)
Board approved the paper.

Core Logic MFAA February 2019
Board noted the paper.

Realisations — February 2019
Board noted the write-offs.

Brand Strategy Review
Board noted the paper.

Retail Update
Board noted the paper.

CHIEF EXECUTIVE
HomeStart Finance

9/04/2019

Sensitive: Commercial
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of SSYSATI Ay IS =EIEN-ANCE
NOTED/APPROVED/NOT APPROVED
HON ROB LUCAS MP
TREASURER
/ /20
CONTAGT | John Oliver 24 GONTAGT AUTHOR:
POSITION CEO POSITION POSITION
HomeStart
DIVISION Homas DIVISION DIVISION
PHONE/MOBILE | 8203-4700 PHONE/MOBILE PHONE/MOBILE
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HOMESTART BOARD

The meeting to be held at 1,00pm on Tuesday, 19 March 2019

in the HomeStart Finance Boardroom, Level 8, 169 Pirie Street, Adelaide

AGENDA

Welcome and apologles
Conflicts of interest

Minutes of previous meeting
- 19t January 2019 (Teleconference)
- 1ot February 2019 '
- Action List

Minutes of previous Committee meetings
- ALCO Committee minutes; 19% Fabruary 2019
- Audit Committee minutes; 19" February 2019
- HomeStart Economic Overview

1903.1 CEO Report — February 2019

Papers/Presentations
Approval.
1008.2 Board Charter

1903.3 Audit Charter and ALCQ Charter and Credit Sub-Committee Charter
1903.4 Reglster of Financlal Authorisations 2019 (RoFA)

Neting:

1903.56 Core Logic MFAA February 2019 (for information)

1903.6 Realisations February 2019

1003.7 Brand Strategy Review with Showpohy ‘ '
1008.8 Retail Update including Methamphetamine Testing (Deb Dickson)

Distribution:

Board: Jim Kouts, Ghalr Sue Edwards, member
Chrls Ward, Deputy Chalr . Darryl Royans, member
Carmel Zollo, member . Shanll Berggren, member
Gathle King, member

External; Han Stephan Knoll, Minlster for Transport, Infrastrusiure and Local Government
Tammla Pribanle, Treasurer's Repressntalive

Internal: John Olivar Andrew Mllls
Dab Dickson” David Hughes .
Kay Lindlay Maras MoAuley

Martine Welfare ~ Minutes Secretary

Senaitive; Commerclal
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Minutes of Board Meeting held on Tuesday, 19 February 2019
in the HomeStart Boardroom, Level 5, 169 Pirie Street, Adelaide

PRESENT Jim Kouts (Ghalr)
Sue Edwards
Chrls Ward
Dartyl Royans
Carmel Zollo
Shant! Berggren
Cathle King

ATTENDEES John Oliver (CEO)
Martine Welfare (Minutes)
Adam Pamula (DTF)
APOLOGIES None

The Chalr opened the meating at 1.00pm,

CONFLICTS OF INTEREST

There were no new confllcts of Interest disclosed.

CHAIR UPDATE

et B W B

The Chalr updated the maeting o his recent dlscussions with the Minister In early Fabruary.

MINUTES OF PREVIOUS MEETINGS

The minutes of the Board mesting 18 December 2018 were confirmed as an accurate record,

The minutes of the Asset and Llabllity (ALCO) Gommittee meeting held on 18 Dacember 2018 were noted, Chils
Ward provided an update on the latest ALGO meeting Including;

v Economle update,

.o Approvals have softened, listihgs are down;
o Housling values down slightly, construction down, unemployment remains at 6,8%;

» ALCO Charter and Sub Committee Charter were reviewed.

+  Refinance limit ~ paper will come to March mesting with FRN financing recommendation.

+  Loan portfollo stress testing review underway.

«  Gountry lending review completed and ALCO racelved a good presentatlon from Leo Davey Credit Analyst,

Sue Edwards provided an update on the latest Audit Committee mesting Including;
Audit Charter was reviewed with further conslderation to be glven to a austomer lens focus,
Enterprise Risk Framework was approved,
RoFA was reviewed and will come to Board next month for approval.
Acoounting Standards update was reviewed with the only notable impaot on HomeStart associated with [ease
acoounting changes. It was noted that HomeStart will neéd to value lease options assoclated with our
property lease and this will have around $600K impect.
» Fraud and Corruption Plan reviewed
»  AML reporiing ls slightly delayed due to changes within the LARA team,
o Delogtte — 2 reports tabled on Work Health and Safely and Marketing Communlcations with only minor ltems
hoted, .
+  Sue also mentloned her and the Chalr's meeting with new Deloltte Manading Parther,

- o« % >
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19021

CEQ Report -~ December 2018 + January 2019
John Ollver spoke to the following matters;

* In terms of the first half year results, profit Is ahead of budget; lending volumes are In fine
with 2017/18 although slightly down on this year's budget; and arrears are belng well
controlled although starting to trend up slightly in line with historleal cyole,

¢ January 2019 ~ settlements were above budget, ROE Is 18.6%.

« January profit was down due to previously delayed timing differences but YTD we are well
ahead of forecast partly due to the Improved net Interest margin.and provisioning.

»  Atrears up to 2,13% by number although 90 day atrears (standard Industry measure) are
currently at 0,70%,

« Brokers are wrltihg 2/3 of all our loans, . ,

First home huyers are currently Just over 60% of new business, We are wilting 1 In & first

homs buyer loans,

IT~we are how racelving a regular pattern of 70,000 phlshing emalls per month.

Ausgle Home Loans are coming on board with tralning and accreditation underway.

Our sponsarship of New Year's Eve fireworks was really well recelved.

TAFE Fashlon Awards also held with a very poslilve response to our sponsorship,

CEO and Andrew Mills met with Keystart In Perth. John outlined some of the key differences

between the organisations and some of thelr Important financlal indicators. They have a

refreshed exeoutive tedm and there Is an opportunity to get to share Information and possibly

undertake some work (e.g. IT related) together, Overall a very posltive visit,

-

y & ®» 2 w9

Board noted the monthiy reports.

Papers/Presentations

Approval
1902,2

1902,3

2018-19 Administrative Expenses and Capital Expenditure — Half Year Review

David Hughes [oined the maesting and spoke to the paper noting a reduction ih adminlstrative
expenses for the year from the origihal budget, and a slight reduction In capital axpenditure
agsoclated with our [T trahsformation program.

The Board approved the paper.
2018+19 Operating Outlook Review

David Hughes spoke to the paper noting a slight downturn In total loans projected for this fihanclal

year from the previous Operating Outlook, It was also noted that ourrent barrowing limit would be

exceadad in the outer years basad on exlsting forecasts In the absence of a borrowlng limlt Increase.

Other polnts of note included;

»  Average loan value Is slightly down

» Marglns are up based on 16bps rate Increase last year )

»  Capltal adequacy llkely to drop to around 12% In outer years based on portfollo growth with
capital belng Impacted by the payment of speclal dividends to Government In prior years

»  On track for $20 million profit and our half year position Is good, .

The Baard approved the paper.

Sensitive: Commerolal . Pzge 2of4
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Notlng

1902.4

1902.5

1902.6

1802.7

GFO Update & Banking Royal Gommission

Davld Hughes provided an update on Flnahoe and IT noling;

» S projects — 37 at start of the year, 11 projects completed .

+ Eleotronls Document Record Managing System (EPRMS) Is a major project ourrently well
underway that will touch all parts of the business, , o

+  Anumber of other key projects undetway Inoluding the website and fending calculators,

Peborah Dickson also Joined this part of the meeting as Board discussed the relevant findings from
the Hayne Banking Royal Commisslon and the potentlal lmpacts on HomeStart and lts business
model. Issues discussed Included broler commlssions, future distribution, technology and Interaction

_ with potential customers and HomeStarl's medta and Industry response positioning, In regard to the

latter the CEO Informed Board that HomeStart would adopt a relatively neutral poslition noting that
brokers are a slgnificant part of our business and distribution strategy, we will comply with any
subsequent legislation (noluding any broker remuneration changes, however we do not agree that
the customer should pay the broker In lleu of the financlal Institution, 1t was further noted that there
was comfort for HomeStart because of our emphasls on ethlos and princlples which seem to be the
foous of the report, The Board was Informed that the Industry was garnering considerable support
and campalgning vigorously on the Gommisslon's recommendatlons In the medla and within polltical
circles. .

Board asked Management to keep a olose watching brief on developments ahd keep them Informed
sach month,

Davld Hughes and Dehorah Dickson left the meeting following the disousslon.

Board noted the paper.

2018 Culture (OCI/OEl) Survey Results

The Board had a lengthy discusslon on the survey resulis noting the respanse rate of 84% was a
posltive outcome, Board noted the CEO's view that notwithstanding the outcome was not as good
as the 2016 survey there were a number of factors which were belleved to have confrbuted to the
outtcome Including the number of hew employees, the compliance tralhing Issue and the current
huslness transformation program. Board noted the Intention of Management to drlil down Into the
underlying lssues via the Cuiture Councll and to listen to employees more detalled and spealfic
feadback. Board also hoted that the survey outcomes were still positive and reflacted & good
oulture within HomeStart,

Board was also [nformed that our half yearly PULSE survey around smployee engagement would
be undettaken In the coming months and this would also contribute to the broader cultural
disocusslon.

. Board noted the paper and asked for regular updates following further actlvity by

management,

Strateyic Score card Update

Board noted the paper.

Risk Appetite Quarterly Update
Board noted the paper.

Sansltlve: Commerolal P%ge 3of4



1902.8 Emall Phishing Tests/SuperSA
John outlined the clrcumstances of the event noting that phishing testing was an Internal test only,
undertaken In conjunction with our service provider CQR and was an Integral part of our sybersecurity
protection strategy. Board noted HomeStart’s commltment to that strategy. Board was also Informed
that if the Department of Finanoe and Treasury requlred a report, HomaStart would do so but In the
absence of a speclfic request the matter was considered closed. '
Board notaed the paper,

1902.9 l.oan Manager Transition Post Implementation Review
John Informed Board that this long term strategic project was now complets, that financfal projectlons
underplnning the project were belng met and that sconomles of scale as a result of the project had
resulted In a slightly lower than expected Increase In FTE.
Board noted the paper.

1802.10 AFCA Watter Update _
John spoke to the paper noting the loan was wrltten In 2009 and that notwlthstanding HomeStart
disagreed with AFCA's Determination we would comply with the Determination. He also noted that
there had been significant changes to the lending process since 2009,
Board noted the paper. A

1902.11 Reallsations — December 2018 & January 2019
Board expressed concern at the level of unpald SA Water and Counall rates that were reflected In
several of the reallsation papers and noted that Management was preparing a paper on the broad
issue of repayment priority for the Minister,
Board noted the paper.

OTHER BUSINESS

The Chalr closed the meeting 8,30pm.

NEXT MEETING

The date of the next Board meeting Is Tuesday, 18 March 2019, commencing at 1.00pm, at HomeStart Finance,
Level B, 169 Pirle Strest, Adelale.

JIM KOUTS

CHAIR

HOMESTART FINANGE
/ /2019

. Senslllve: Gommerclal ' Pasge 4 of4
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Minutes of Asset & Liability Committee Meeting held on Tuesday; 18 February 2019y
In the HomeStart Boardroom, Level 5, 189 Pirie Strééty Atelaide ,

PRESENT . Ghris Ward (Chalr)
Dattyl Royans
Carmel Zollo
Johh Qliver
Davld Hughes

Deb Dicks

Leon
Andrew Kennedy (SAFA)

Don Munro (SAFA)
Trlcla (minutes)

The Chalr opened the meeting at 9,00am,

ATTENDEES

GONFLIGTS OF INTEREST

There were no hew canfllots of |nterest, ’

MINUTES OF PREVIOUS MEETINGS

The minutes of the previous meeting held an 18 December 2018 were conflrmad as an accurate record,

ACTION LIST,

There were no ltems oh the Action List,

ECONOMIC UPDATE

David Hughes spoke to the clrculated document “Economic Update ~ February 2019 and provided a general
ecohomlio Update, Points to note Includad;
» The RBA has left rates on hold; there is now little expectation of an Increase In the cash rate before
. February 2020 at the earllest ,
* Inaspesch on 6 February to the Natlonal Press Club after the cash rate decision, the Gavernor
suggested it was now a B0/60 bet as to whether the next rate movement was up or down, a
signlfloant change from previous statements
* Equlty prices declined and oredit spreads increased late In 2018, but these moves have since been
partly reversed with most forecasters no longer expecting a further tightening of monetary policy In
the Unlted States ‘
» The humber of propertles listed In South Australia has dedlined
*»  Gredit conditions remaln tight and are likely to stay that way for the foresesable future following the
release of the Royal Commisslon report and political uncertalnty as we lead up to a federal elactlon
»  South Australla’s unemployment rate Is 5.8%; wage levels have remalned flat across December
with further statlstlos due out later thls waelk

Sensitive; Commerclal



SAFA UPDATE

Andrew Kennedy provided an update on markel conditions. Points to note Included;
' »  Wage growth is above Inflation and GDP, adding It Is diffloult to maintaln growth in a country that

has the highest minimum wage of a developed econorry

v Andrew also noted that South Australla's unemployment rate is over the natlonal average due to its
population growth of only 7% and high percentage of an older population

» Desplte the media coverage, eastern states houslng prices have ‘ootrected’ and remaln above
2016 flgures

»  SAFA completed Its 2018/19 funding program last week: short-term funding Is the current focus

» Cre(flt sondltlons started the year weak, however there has been a turnatound In the last few
woeks

» The State government ts continulng to fund Jobs via small business

Approval Papers
19021 ALCO Charter Revlew 2019 .
Minor wording changes have been made to the Chartar.

ALCO approved the ALCO Charter.

1902.2 Credlt Sub-Committee Gharter Review 2019

There are ho changes to the text of the charter, only effeative and review dates have heen updated.
One change will be made to the Charter - 3. Membership “The BGSG compiises twe three members
of HomeStart's Board, appolnted by resolution of the Board,”

ALCO approved the Credit Sub-Committee Charter, subject to the minor amendment above.

1902.3 Refinancing Limit

David Hughes spoke to the papar. Treasury Pollcy 4 (Refinancing Risk) specifies that HomeStart's
debt subject to refinancing In the next iwelve-month period, Is to be limited to 40% of total debt
outstanding. The aurrent level of reflnancing over the next 12 months ls 32% which comprises
working capltal (ourrently $333,8m) and $300m of borrowings maturing In August 2019, Therels a
further $275m of debt maturing on 24 February 2020 which will result in the refinancing level
exceeding 40%. '

Restoring refinancing to within the limit would require restructure of debt Into a longer dated
maturity which would most fikely be November 2023 considering the current maturity profile of the
debt portfollo, Management proposes that this be deferrad untll there Is clarlty on funding costs
from July 2019, It Is estimated that the level of refinancing on a rolling 12 months would be around
48% when the February maturities fall within twelve months this month and Increase to 48% In July
2019 allowing for portfollo growth,

Following discugslon, ALCO members stated thelr preference to not allow the refinancing limit to
Increase to 48%, whilst appreclating managements desire to confirm funding costs,

ALCO approved HomeStart to exceed ts refinancing limit to 46% untll the March 2019 ALCO meefing, at
which options for restructure of debt will be considered,

Senslilve: Gommerclal



Noting Papers
19024 Treasury Reports ~ December 2018 and January 2019

Leon-:poke to the paper. Polnts to note included;
+  The Ineluslon of compllance reports for December 2018 and January 2019 were hoted
*+  Ahlgh bank balance during the last week of December 2018 was due to customer payments
being made whilst the office was closed

ALCO naotfed the report,

1802.5 Asset Quallty Reports — December 2018 and January 2019

Leon -spoke to the paper. Polnts to note Included;

v Arrears Increased In December 2018 and January 2019, In part due to seasonal factors and
extra repayments due In January '

* The 90+days arrears continue to decline

» There were eight reallsations for the months December and January, noting action s not
taken on MIP propettles aver the Christmas perlod

» Yearto-date losses are 17% helow the actuary level

» Itwas noted of the twenty potential shortfall properties In MIP for January 2019, three are In
the metro area and seventeen are in reglonal areas

ALCO noted the report.

1902.6 Loan Portfolio Stress Testing

Davld Hughes spoke to the paper stating previous results have been presented as at a point In
time, however [t Is now believed to he more appropriate to review these results as they change
over time. This would glve a more accurate position on whether our portfollo Is besoming more or
less exposed to Gapltallsaﬁong using the same varlable assumptlons, at differing points in time.

As a rasult, the Intention Is to modify the reports, using the same varlables, at December 2015,
2018, 2017 and 2018, The development of these reports and the analysls thereof s stil underway
and will be avallable to be presented at the March meeting

ALCO noted the report,

Leo -/oined the meeting at 9.42am,

1902.7 Country Lending Review
Leo [Ilpoke to the paper highlighting this review was predominantly allgning systems to
poliay. The new process also allowed for the inclusion of metropolitan as well as country areas
and the Incluslon of some new categories. Leo pravided an overview of the capabllity of using
Power Bl to get graphloal, data out of the data warehouse that also Incorporates 2016 census data,
It s anticlpated future reports will be live out of the data warehouse,

ALCO nofted the report,

oo [ et tho meeting at9.60am.

OTHER BUSINESS

No other business was ralsed,

Sensltive; Commeralal
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The Chalr closed the meeting at 10.00am,

NEXT MEETING

fAE- LA ML s ]

The date of the next Asset & Liabllity committes meeting Is Tuesday, 19 March 20198, commenclng at 8:00am, at
HomeStart Finance, Level B, 169 Plrle Street, Adelalde.

CHRIS WARD
CHAIR
HOMESTART FINANCE

/ 120
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Minutes of the Audit Gommittee Meoting held on Tuesday, 19 February 2019 e
in the HomeStart Boardroom, Level 5, 169 Pirie Sfreet, Adelalde

PRESENT Sue Edwards (Chalr)
Shanti Berggren
Cathle King

ATTENDEES John Ollver
Davld Hughes
Kay Lindley
Deb Dickson
Lyn Foster
Leon
Gavin Scalfe / Auditor-General's Department
Deloltte
elolite

Hola (minutes)

APOLOGIES Robett Huddy, Heather Balster

The Chalr opened the meeting at 10,30am,

CONFLICTS OF INTEREST

There were no new conflicts. of Interest.

MINUTES OF PREVIOUS MEETINGS

The minutes of the previous meeting held on 18 December 2018 were confirmed as an aacurate record,

i

ACTION LIST

1812.3 Insurance Gover — does HomeStart need to Inform SAlcorp of incldents even If a claim Is not made? Kay
Lindley Informed the Committes that HomeStart s under no obligation to advise SAlsorp of Incldents, unless it
belleves a clalm may arlse In the future,

1812,8 [SO 31000:2018 and DPC — how da these affect HomeStart? Changes made to the standard are minor
and relate to Integratlon; this has baen ncorporated Into the Enterprise Risk Framework (dlsoussed under Agenda
ltem 1902,2). The DPC Guldelines for Risk and Performance Committees had bsen reviewed by Management and
In the context of HomeStart’s Board and Committee structures no furthet action was proposed, This had heen
aireulated to and noted by scommittee members,

APPROVAL PAPERS

1902.1 Audit Committee Charter
David Hughes Informed the Gommittee that there have been no changes made to the Charter, It
was suggested the Board Charter Inslude custamer advosacy that can then cascade down Into
future Charters for ALCO, Audlt and Credlt Sub-Committes’s, Management to review.

The Audit Committee approved the Audit Committee Charter.

Sensltive! Commaerclal
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1902.2

Enterprise Risk Framework

Kay Lindley spoke to the paper slating the Framewotk endeavours to encompass other aspeots of
Risk Management, In particular the aspeats of Credit Rlsk. It has also been updated In line with the
minor changes from the revised standard 15031000:2018 Risk Management. It was noted that
HomeStart's Legal and Rlsk team (LARA) sets the framework however tisk {s everybody's
responsiblilty within the organisation.

The following changes will be made to the framework;

Introduction — last dot point to read “allows the organisation {o better meet lts shareholder,
government, ellent and community demands.”

Operatlonal Risk Matrices ~ last sentence to read “These Malrlces In combinatlon are expressions
of Risk Appetite and are recommended by management to the Audit Commliitee and approved by
the Board.”

Risk Culture and Contlnuous Improvement — second sentence In third paragraph to read "This
culture Is set by Board, the Governanee Committess, the CEO and the Executlive team,”

The Audit Committee approved the Enterprise Risk Framework subject to the above amendments.

1802.3

RoFA Framework and Polley Review

David Hughes Informed the Committee that only minor changes have been made noting Document
1 Is the framework thet sits over the CEO delegations.

The Audit Committes approved the paper as pet the recommendatlons.

NOTING PAPERS

1902.4

Accounting Standards Review

Davld Hughes spoke to the paper highlighting Treasury Instruotions are stlll In draft, AASB 16
Leases accounting standard applies from 1 January 2018 however HomeStart will adopt the new
accounting standard effective from 1 July 2019.

The Audit Committee noted the paper,

1902.5

Fraud and Corruption Gontrol Plan Review

Kay Lindley spoke to the paper noting only minor amendments have been made. [t was highlighted
that the paper was for noting and not approval as stated In the recommendation,

In reference to HomeStart's fraud risk profile, the Committee ralsed the lssue of brokers and what
processes are In place to reduce potentlal fraud In this space, Deb Dickson Informed the Gomimittee
that Broker PD Days are held regularly, however there will be an increase In education with the
offering of Master Classes (to commence next maonth) and the Introdustion of a broker governance
model (In coming months), The model covers five key fundamental areas that are Industry
standards, and should they not be met, will come with escalated consequences. This Is supported
bylAggregalors, Including Aussle Home Loans whose brokers have Just completed HomeStart
tratning.

Deloltte will be undertaking an Internal audit of HomeStart's broker management in June 2019,

The Audlt Colﬁmlttee noted the paper.

Sansltlve; Commerolal 13



1902.6 Risk and Incident Update
The Audit Committee noted the paper.

1902.7 Rlsk Management Plan Update

Kay Lindley spoke to the paper stating the new LARA team has settled In well. The Credit Review
role remalns vacant whilst a review Is undertaken to determine what Is required within the rols,
Including practicss within other organisations.

The Audit Committee noted the paper.

1802.8 Internal Audit — New Lending and Arrears

Kay Lindley Informed the Commilttee that a paper has not been included due to the vacant Credft
Revlew role. Management was reviewing the scope and nature of these audits given all lending
processing s being conductad In house, The Committes wiil be updated on proposed changes for
thelr acoeptance, '

The Audlt Committee noted the paper,

1902.9 ANML/CTF/Whistleblower/Fraud Report

Kay Lindley spole to the paper stating the reason for the low number of suspiclous matters Is due to
the change In personnel In LARA and as such Is approximately two weelcs' behind schedule. This
will be also be noted in the report to AUSTRAC, -

The Audit Commitiee hoted the paper.

-De/o/[t‘e, Joined the meeting at 11,25am

1902.10 Deloltte - Internal Audit Status Report

Elroy Todd spoke to the report stating Deloltte are now back on schedule with the audit program,
The scope for the ISMF audlt Is yet to be flnalised, however It will have a more cyber focus, Heather
Balster will be running the Broker Management audit,

The Audit Committee noted the report.

WHS Internal Audit

—spoke to the report Informing the Commitiee that HomeStart's Work, Health and Safety
system [s mature and consistent with the scale and complexity of Its operations, and It has aligned
It to a jeadsrshlp, planning, Implemesntation and performance evaluation model, There wers two

low findings; .
»  WHS CGommittee not active - over time the Emergency Control Gommittee has taken over

this role
+ Limited Integration between strategic and operation WHS tisk — all rlsk assessments
should be recorded In Protacht and psycho-soclal risk assessmants should be completed

at an operatlonal level

Management agres with the audit recommendations for which implementation has commenced,

The Audit Gommittee noted the report.

Sensltive! Commerslal
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customer Communications and Marketing Review

*spoke to the report stating the review of the published scommunications, promotional
malarial and representatlons made about the Senfor Equity Loan and Graduate Loan found the
material and communications to be clear and conclse, There was one moderate and ohe low
finding;
»  Formal Monitoring and Reporting — public documents to be monitored, even {f there have
not heen any product changes
v Approval procedures ~ evidenoe to be easlly accassible

Management agree with the audit recommendations and have taken onboard Improvement
opportunities for best practice, :

The Audit Commiltee noted the report,

OTHER BUSINESS

No other business was ralsed.
The Chalr closad the meeting at 11.44am,

NEXT MEETING

The date of the next Audit committee meeting Is Tuesday, 16 Aprlt 2019, comm
Finanoe, Level 5, 169 Plrle Street, Adelalde,

SUE EDWARDS

HOMESTART FINANCE

i { GHAR

/

120

enalhg at 10:36am, at HomeStart
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Tople: CEOQ Report

From; David Hughes
Date: 19/08/2018
Statusy 4 Notlng

1e Recommendation

That the Board notes the monthly report for Fahruary 2018,

Davld Hughas John Oliver
Chief Finanalal Offlosr CEQ

Commarclal In confidence
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Executive Summary February 2019

‘Key Points

February profit of $1.8m Is on target even with some substantlal additional specifia provisions taken up
(dlsoussed below), offset by rediced administration expenses and oohfinuing sfrong marglh. This brlngs
our YTD profit to $14,6m which (s $0.4m shead of foreoast, :

ROE for the year of 18,18%, whilst sfighfly down oh January's result, remalns well ahead of our targeted
9% and significantly ahead of last year's 10,98% for the same petlod, Gapital adequacy of 18.2% s also
werlt(faﬁove our target of 12% hut well down on last year's 16,0%, This value will contihus to deallne as the
porifollo grows,

Fabruary's settlements of $34,6m |s helow forecast ($41,7m) and below February last year, Our Year to
Date settlements of $318,4m [s also below foracast ($346.3) however a similar level to last year's
$319.9m, Graduate lending In February remains the highest category of lending for February at nearly
60% of all hew Joans,

Discharges have remalned lower at $18.9tn, below forscast ($28,6m) and brings our YTD total discharges
to $168.4m. This level s below budget however stlll simllar to last year's $168,9m. Current household
turnover statlstlos suggest house sales volumes remaln slow and this trend appears mare prevalent In our
target price polnts, We expect this trand to contihue In the current market conditions,

Our gross porifolio has grown b%/ $7.1m aoross February to total $2,198,7m at month end, This compares
to $2,031,8m [n February 2018 which represents growth of $168.2m moross the year so far., Our
borrowings have also grown by $7m across Februaty and now stand at $1.99m leaving headroom of
$208m, wlth pre-commltments of aver $65m. :

Qur ourrent cashflow forecasting suggests we will consume (Net of 80 recelpt, Tax and Dividend
payments as well as lending oashflows) approximately $180m by the end of December 2019,

Brokers ramain our strongest channel, representing over 70% of new lending for February, whilst fixed
and split fixed lending remalns relatively constant with 10 new flxed rate loans at $3.3m.it will be Interesting
to see any Impaot of racent fixed rate reductions across 2 and 3 year bands,

Margln for February remalns high at 1,23% with asset pridng remalning stable and our cost of funding
also relatively oonslstent, There ls growing speculation of cash rate outs across the balance of this
oalendar year with Westpac now forecasting two rate outs before Chrlstmas to & cash rate of 1,00% and,
whilst the RBA Governor suggested a B0/60 bet on the next rate movement belng up or down, many
foregasters are now supporting a cut, We awalt the outcome of our guarantas fae for 2019/20 to determine
the ongolng fundihg struoture as our level of shoit term debt [s becoming too high and needs to be
restructured Into term debt with a longer matutity, This will Impact future funding costs,

We have seen another seasonal uptrend In arrears levels to 2,24% by number and 2,11% by valus and
274 agoounts In arrears, This compares with 2,16% for both at the same time last year when 258 agcounts
were In arrears, Last year, this trend reversed across Aptll / May and we are expacting this to oocur agalh
this year. Provislons have Inareased again across Febtuaty following the narease It atrears, We have
saeh a humber of aceounts (32) golng Into arrears for the first tima which has caused sizeable speaific
provislons, Our provisioning policy asstimes a 20% reduction to the capltal value plus substantlal
addltional costs, as soon as the loan goes Is Into arrears, This adds a large Increase ta speolfio provisions,
most of whioh we expect to reverae actoss the balance of the year, Overall our level of provisions are well
Within expaotations of future loss, with the current year's total expense stlil well under budget and last
year,

Administration expense of $1.66m ls down on the orlginal budget and forecast, partly due to reduced
advertising and staff development expenses plus a shorter month, Year to date, our level of administration
expense (s conslstent with last year, albelt below budgeted and forecast levels this year, Some of this
shortfall In spending ls expected to reverse actoss the next 4 months however we still expect to finlsh the
yaar well within our forecast,

Overall another strong result with contihued foous on aredit management and provisloning levels ag well
as ongolng oost contral, The outcome of the funding limit diseusslons remalns a key strategle Issue,

We are confident of a strong finish to the year following our Updated oparating outlook and expense
foravast indicating a very strong vear, . :

HomaeStart Flnance - Commerslal In confldence 14/03/2018 1@




1603.1

Operational Dashboard
As at February 2019

OPERATING PARAMETERS ~ ROE M52%  13.46%  qqauEEE > 9.00% "M
Pra-Tax Operating Proflt ($m) $18.9 $145 10972 $1a4
Not Interest Margin T {20% 2% 105%
‘Capltal Adequacy o 18.70% 1520% o7 > 12.00%
“Operating Cost: Netintorestinaome __ 63.83% 45700%  \i77GEm < 5500% %
RETURN ON INVESTMENT  YTD Paymants to Govt ($m) _ $65,0 $238  7ommA $308
‘Payments (o Govi as % of Capital sagod  1S96% eomm | 2160%
PORTFOLIO 4 Gross Partfolio ($m) $2 101 8 $2,199.7  gp% $2,218,0 ***
% Loan n Porffolio Growth (§) (VoY) R BA0% 4158 7.96% """""" i
ARREARS AII Channels ($) 1.88% 241% 2.90%
AllGhannels Noy T e 2% o

NEW BUSINESS " Lending (No.) 148 108 1,086 1,143
‘settiements ineHELs & Redraws (bm) 86104 §346 §318. 4 gymm| $3463
% FHB Loans to New Lending (YD No. f T esdsh "63.81% : 50.00%
e % Gustomers Can'tGotFnance 87, E 87.22% 1oom~ﬁ§6 00% - 80.00%
SPECIAL ASSISTANCE % New (No.) Gustomers with S.A. 27,37% 24,13% eg@_] 35,00%
% Loan Portfollo (NoJ) with S.A TTomse% | 2863% '{43%@ C000%

e gt A o b i e

$19.0 $163.4 $197.0

DISCHARGES (gulde 2) Discharges ($m) inc. HOME Programs

MARKET SHARE

% All (No) 4,00%

% FHB (No.) T T Heden TleT0% 12.00%

LOAN PROCESSING % App Started to Submitted  8401% ' " 86.99% . " 70.00%
VoApp Submitted to Approval _ 73.31% " 71.33% B0.00%
% App Approval to Settled . o Teso0%
Last Submltted to Approval ays)c o2 Toor T BT

T 77% - 50,00%

First Time Capabllity {exc Conslrucﬂon) 36.77% **

WORKFORGE QUALITY

6.86% 16,69% 15,00%
2 73% 2.92% : 4378 4,00%
0,00 000 qounE 0.00
‘ % Employee AL > 35 working days 8.00%** 2.73% 185?]@- <=5.00%
{ {RATEGY ALIGNMENT % Employee wlth Current MyPlan Plans - 100.00% 1(‘jfﬁm 100.00%
Slgned Performance Revlews""'\ 95.00% 100.00%
ot . : ' Menthly avera vlous financlal year, S.A. loans Include: Advanlage, Wyalt and EqullySlart.
% lndlcator guide ! 90 -98 3t oftarget S Lasly);:fs ac%:ag;o ous finenciatyes s Sur:i?Jsng:rg\v?ng Gap mgnamz\’mrshowqwh);n :ndarSZSOm
*** June FY Budgst. An gxcludas Community Finance
% Indloatar gulde-2 § h:: £7101 - 110 Eéi{@é} of targaf 4 Goverament Approvad Targels AsA Jul fo Dao = EOY raviews, Jan lo Jun = MY reviews
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Agends item: 19032

Tople: Board Charter Review
From: Kay Lindley
Date! 19/03/2019
Status: Approving
1. Background

The Board Charter sets out the roles, responsibllities and key processes of the Board and Is reviewed on
an annual basls to ensure alignment with best praclice governance. It Is based on the princlples of
governance for public sector boards and reflacts members' Individual and coflective ascountabllities as
provided in the Urban Renewal Act 1995 and the public sector framework within which the Board

" operates.

2. Discussion

As a result of the latest review, only some stylistle and grammatloal Improvements have been tade to the
Charter.

3, Recommenda(ion

That the Board approves the Board Charter.

Kay Lindley
Chief Risk Offlcer

Sensilive: Commeraial : . 49
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1. Background

This Gharler sels out the roles, respanelblilies and key prosesses of the HomeStar Finanoe Board
(‘Board') of Managsment, »

2, Role of the Board

The primary role of tha Board Is to #al the slrategle diraotlon for HomeStart Flnance (‘HomeS8lart) and
provide effeolive govarnance aver HomeSleart's affalrs,

The Board {s responulble fo the Minfater for oversaalng the oparallons of Home8ltart with the’ gonl of
sagting santinuing improvements In performance and prateoting the long term viablitty of HomeSlart
and the Crown's finanalal and olher Interesta In HomeSlar, The ganeral management dulles of the
Board are net ol I Homesitart's enabling luglalation, the Urban Renewal Act 1996 (SA) ('the Aot’), )

In fulfiling this role, the Board must ensure that appropriats accountablilty and gontrol Bystems are In
place to monltor the mesting by managsment of arganlsriiunal performancé tergels and compllance
whth corporate pollales, raguiations and ethioal standards,

The Board will perform Ite role with regard to the prinalples of bast praciics corporate govemance and
the highes! alandards of elhjoal hehaviour,

8, Key Board Respansibliites

{a) Approve a strateglo plan that addresses the long ferm geals and objectivas of HomeStart and
manilor lts performance;

{b) Gonelder and approve HomeStart's annual budget Inaluding revenuie, profit, oapital
expenditure and oash flowa,

(e) Monltor management's performance In the Implemantation and achiavement of HomeStarl's
business objaolives and siratagles;

{4} Provide assistanas to the Minlster In praposing, for approvel by the Govarner, apprapriate
parsons for appaliiment to the Board and maneging the suscesslon of Board members;

(e} Annually review the performanas of the Board and Its committees;

{f}  Appolnt the OE®; ugres performance targats, monlor parformance, sel remunaratlon and
monltor auecesslon plans for the OES;

Monltor the parfarmanoe and ramunerafion of the exscutive temm and exsaullve sutoession
plang

{g

{h) Review and approve HomaStarl's capllal manegament palloles and plana having regard to the
. vartaus liquidity, aapltel adequaoy, return and dividend raquiraments applylng to Home8tart;
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(1) Monitor and revisw the effenflveiiass of syateme of flsk managemenl and inlemnal conlrola;
() 8etthe rsk appotlia Within whioh Managetent ls sxpectad lo operate;

(k) Oversee and monllor compliance with alf relavant lagal and regulatory eblipallons;

(I} Delermina and approve dlvl'danda to bs pald lo govarnmant;

Review and approve HomeSlari'a annuat inanolal alalsmenta,

{m

{n) Provida regular reporta lo tha Minleter on HomaSlarl's perfermance end promplly advise of
ahy develapmanls malsrially affecling HomeStarl's inanclal operaling papaolly;

~t ' (o) Provide regular reparis to the Minlster on the Inillatives of \he Board and

{n) Monlior Wark, Heallh and Safaly lasias and verify thal approprlale resources and proceasey
are (n place to achieve compllanas with Homettart's obligations.

‘ 4, Rols of the Chalr of the Board (Ghalr
The Chalr efthe-Beard:

{a) shall ba appolnied by the Govemnor;

{b) shall be an Independant non-axaauliye mamber & definad helow,
The Ohalr I responslble for;

{a) representing tha Board to the Mintater;

() engaging and working collaborallvely with stakeholdara to promote the long-lerm objactives of
tha orgenisalion;

{e) praslding over Board maelings;

{d) facllating apan and honest dlscutslons al Roard meetings to ellow all mambera the
apportunlly lo exprass thelr Views;

(e} malialning a regular dlalogye and mantorlng relationshlp With the OEG;
{t} manltoring the performende of the Board and individual members and:

{g) promoling the ongolng affectivanass and davealepment of the Board,
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B, Role of the Deputy Ghalr
The Ddepuly Ghalr 18 nominated for appolntment by the Ghalr and;

(a}) shall be appolnted by'ihe Qovarnor,

{b) shall be sn Independent non-sxecuilve member as defined bulow.
The Deaputy Ohair Is responsibla for: .

{1} preslding over Board taalings n the abeence of the Chaly

{b) undarteking any olher dutles as requlrad by the Ghalr,

6. Role of the Chlef Executive O/GE)

The GE@ [s appolnted by the Board, and Is accountable lo the Board, for the management of the day-
fo-day operalions of HomeStar{ In ageordance with the authoriles delegated by the Board, ihe
daalslons of the Board, gavernment pollcles and the law,

The CES la reaponsible fur he development and exaoltion of slrataglo oblsatives and the achlavement
of organieational pstormance largsts as approved by the Board,

In consuiltalion with the Ghatr, the GEQ represanis HomeStart to axtemal paries and key slakeholders
a8 an offlolal spokesperson for the arganisation,

7, Rolo of the Board Secretary
Tha Board Saarelary Is respanslbla for the taking of minutes of the praceadings of Hoard maetings and
fullls aspeols of the role of g sompany secrelary as deletmined by the CE® from {ime fo time.

8, Board Composltion

The Board shell comprlae saven (7) members, of whom a mejorty muat be indepbhident non-execulive
meimbera as definad balow,

Tha Board should be struatured In stk & way that it

{a} hae a proper undsralanding of, and competenea o daal with, the atreant and emerging lasues
arlaing fram HomeSiarts aclivifles and sirategy; : .

{b) Is able fo make meaninglul centribullons to atratagy and poliay; and

{c) an effoativaly review and chaliengs the parformanae of managemant and axaralse Indépendam
Judgement,
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The Board has commilled lo maintelning 1 gander balanoe,

9, Member-Appolntmant and Induotion

Yhe Ohalr shall, heving ragard o Board composltion and skl sel, nominats eandidates for appolmrﬁem
or reappolntment to the Board and to the Minlater, The Minlater racommends the appolniment of &
mambsr lo tha Govarnat in Exacullve Ooiinoll,

Membars are appolnted to HomeStait's Board by the Govemar pursuant {o the Urhan-Ranawal Aol
Appolnimenis and raappalntments are publlshad In the South Australian Government Gazelle,

Upon appalntment, new members shall maet with the OEG and members of exeauilive managemeanl
and ba brisfad on the opsrations of HomeStarl,

10. Dutles of Mamhers

Members, Inoliding the Ohalr and Depuly Ghalr, are subjeot Lo a range of dutles undar slalule,
partloularly the Publio Seolor (Honesly and Accounlabilily) Aot 1996 {SA), and common law. Members
are expuoted {o take all ressonable steps to sallsty theae duties,

In diachurging thelr rale members ere expacted o}

In) Prapare for, altend and patiloipale at Board meetings;

{b) Parform with compelence, expatilee and Intagilly;

(¢ Communlcate apenly wiihin the Board and wilh Manegemen! and;

() Aaqulre and devalop sutfiulent knowledge of HomaStar, ts bualnass and regulatory anvirohment,

11, Gonfilet of Interast

Members must dlscloae ful} and acourate detalls of any aotual or potenifal confllot of Interast, Any such
dlsolosyre musl ba minuted at a Board meeting and reparted to the Minlstar, A confileled member
oannot allend, discuss or vote al a4 Board meeting on the gonfiloling metler,

12, Mestings

12,1 Fraquency

The Board ghall meel re often as deemed nacessary by the members In order (o fuifil \helr dutles and
responeiblilles as members and ae diciated by ihe neads of Ihe buslness, It Is expealed (hal under
normal clratimetanioes the Board wiil meel at least onea euch month exoluding January,

Amesting of the Beard oan be canvened by the Chalr or a majorlly of the Board membsta,
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12,2 Attendanas
Members must adviae the Ghalr if they are unable lo aitend a mesling of the Board, prior (o the
mesting, Board allandance delalls are published in HomeStars annval report,

The Trasaurar's appolntad Reprasentative wil attand Board meatings In aceordance wilh Treasurar's
Instruation 7,

The Board will maat togathar vithout the presence of exaclive mahagerent at leasi once par yesr to
disauss mallera parialning to the company's exeaiilive mahagement,

12,8 Quorum
Ag definad in the Urkan-Renewal Act, a quorum shall conslst of 8 majorlly of Board membera,

12.4 Voting
Each mamber present at a meeting of (he Board has one vele on g qussllon arlslng for dedlslon and, If

tha votes are equal, the Ohalr, or I hls abrenge the Depuly Ghalr, has a second or vasling vole, If the
Dapuly Chalr Is also absent, the member appolniad to Ohalr the mesting has a segond or casling vole,

12,5 Clrcular resolutlons

In acaordanaa with tha Yrhan-Renawal Adt, a resolution of the Bosrd, of whioh prior nallue was glven to
membars In accordanos wilh procadures determined by the Board, and In which at least the majorily of
mambers of the Board exprassed {helr conourrance In wilting, will be taken lo be & daalslon of the
Board made alt a mapling of the Board,

Separate voplas of a dooument may ba used for signing by membars ¥ the wording of Ihe resolution
and statemant I Ideniioal In each copy, A faosiinlle ranamisslon or olher document produsad by
meahanloal or tleatronlo means under the name of the member with the memhera authatlly la
conslderad to be & doaument In wrliing slgned by the mermber, .

12,6 Agenda

The agéndé for Board mealings will be approvad hy the Ghalr and will be dialributed to membars with
the Board papara prior to the Board mesiing,

12,7 Papers

Board papers will be made avallable to members In elantranta form prior fo & Board meeting and

distributad to key stukeholdars, Board papers (sxaluding Reallsations papers) wil ba dieiibuted to the
Minlatar and the Treaptirar at the conclusion of the Board tmeating with a summary of oulcormes,

Board membars mitst hot dlalribule board papears withaut the Board's approva),

Paga|7 of 9 For Officlal Use Only

Homestortlnanco doosstasseptanpiiablityformistatormalionrnnry lov-or dam fodnsvecasthytiso-oborse
pravidedivihis pikeopp Fo-nyoldtilreteeto-thomosHip-o-dotevorsten-orhe HomestarkFlnanse fntranets

I, anthadaf 4
Uity gt

56



48, Independance of Members

Members are expeoted to exerclse thelr Judgament In an Indepsndant and unleliered mannear,
Aacardingly, the Board ahall regulerly aseess the Independence of each member i light of inleresie
dlsclonsd by them, It asesing Independsnce, the Board will conslder the following matlers. If &
member;

{a) has within the lns! thros yaera besn employad In an axoaullve caprolty by HomeSter;

{b} has whthin the las| thrae yeare been & malstal professional advieer fo HomeStar enswiing the
hoatd remains suffiolenlly detached from mahagemant;

{o) & materlal supplier or oustomer of HomeSlar, or an affleer of or olhetwise aesoolated directly
ar Indiraotly with & materlal suppller or oustomer;

{d) hae r malerial contractus! rafalionshlp with Homeslart othar then as a member of the Board of
HomeStart,and ' '

{e) has haan a member of the Baard fof such a parlod thal hls or her Indapantenoa ray.be
aampromisad, In order lo re-vitalise the Board and oplimise independenas, membars suppor
a hopt praclloe ¢ year princlpla around tenvre, The Board may however support & membar's
re-appointmant heyond 8 years, If desmed advantageols fo the organleallon for reasons suoh
ad Jaaterahlp or continully,

14, Committees
The Board may astablish commitiees lo asslat the Board in fullling lta renpansibiiillas,

Subjent {o & diranlion of the Minlsler, the mambarahlp of & committes Wil be determined by the Board
and may, but nand nol, conslal of, or Inaluda, membera of the Board,

A committes that Is antablishad by the Board must have a farmal charter, approvad by the Board, and
must raport the mitsites of meatinge to the Board,

The Beard has established:
{a) The Audlt Gommittes; and
{b) The Asset and Liabllily Gammlltes,

Board has also establlshad & Oredit Sub-catmlitas,

" 4B, Indemnlty and Insurange Arrangements

An Immunily proviston Is Includad in the Publlo Seclor Aol 2006 (SA) 86 that no oivil liakllity aftaches to
& hoard member for an act o emigsion In \he exerclss ar purported exerelae of offlclal powvers or
tunollens, Aby such liablilly atiachas (o the agenay, that s, HomeS8tar,
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HomeBtart Board membars are covered by personal ascldent Insurange, The aaope of gover Ingludes
all hazarda fo Which & Board member Ia exposed providad thal thoss haxards arlse while altending
alitharleed HomeSter Bosrd, commiliee or business mestings and offfalal funoliohs Including maalings
Intersiate snd Inclutiing diraat and unlntercupted travel to and from euch meolings,

16, Board Effectivensss
The Board will undsriake an aseessment of il performanaa on an annual bagls,

17, Remuneration
Board and pormmittes members are enillled {o remunsration and other allowanaes as delennlned by the
Govarnor on the advios of Gabinst,

Members are anlitfed to an annual fes which I pald Iy acsordancs with Premler and Cabinst Olroular
hGo4e - Remuneration for Govatnmani Appolnted Paﬁ«‘ﬂme Boards and Commiliass,

If membars ara appointad as an allemale (depuly) membar of & committes, they are entitad to &
eaarlonal payment for each altendance as an alternate commities member as determined hy the Ghiar
Exaoutlve of the Departmeni of Premiar and Cabinet!,

Board remunarallan and beneflt delalls are publishad In HomeStart's annual rapor,

18, Devalopment

Membsrs are aniliad to undertake professlonal devalopment activitles Ihat ara relsvant to thelr role as
& HomaSiart board mamber, apst affealive and hting valute to the organlzation,

Devalopmant aativiles are to he undertaken In agcordarnica with the Board Mamber Devalopment and
Expandlture Polloy, ’

18, Review of Gharter
This Gharler wil be reviewed on anh annual baals,

Mlnute DPC12/2624 dated 7/11/2012,
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Agenda ltem: 1903.3

INAINICE

Tople: Audil, ALCO and Credit Sub-Committee Charter Raeviews
From: David Hughes
Date! ' 19/08/2019
Status: Approving
1, Background

The HomeStart Board Is responsible for the Audit, ALCO and Credit Sub-Committee Charters which are
reviewed annually in February by each respective committee for referral to the Board,

2. Discussion
There have been no changes to the text of each of the Charters and have bean approved by thelr

respective Commiltee's, Effective and Review dales are the only changes lo ensure the Charters remaln
surrent. .

3. Resommendation

That the Board approves the revised Audit, ALCO and Credit Sub-Committea Charters for 2019,

Davld Hughes
Chief Finandlal Offleer
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Background

This Charter sets out the role, responsibiiities and key processes of the HomeStart Finance Audlt
Committea,

2,

Role of the Audit Committee

The HomeSiart Board has established the Audit Commitiee to asslst the Board In dlscharging Its govarnance
rasponsibliities In the following aress:

L}

L]

manitoring tisk management processes and status of rlsks and Internal controls;
raviewlng the financial reporting processes and outputs;

raviewlng compliance with relevant laws and regulations; and

monltoring the Internal and external audlt functions.

The Audlt Commlittes shall report to the Board regularly on Committea attivitles, lssues and relatad
recommandations and shall provide the Board with:

3.

Minutes of Audit Commlttae meetings;
Annual Internal audlt program;
Annual work program for the Audlt Commlttee

Authority

The Audit Committee Is responsible to the Boatd and I8 a sub-committae of the Board,

The Board authorlses the Audit Commlttes, within the seope of [ts responsibllities, to seek any informatlon
It requires from:

(c)
{d)
(e)
(f)
(8)

HomeStart employaas;
Extarnal partles Including legal or other Indepandent advlsors,

Responsibilities

Risk Management

Monltor the development, Implementation and effectiveness of the Enterptise Risk Management
Framework and Risk Management Plan;

Assess the Impact of HomaStart's culture of Enterprise Risk Managament and ensure thera Is open and
honest distlosure of residual risks without fear or favour

Ensure the organlsational strategy and rsk matrices are aligned with risk appetite;

Monitor the key risks via the risk profile;

Motiltor the effectiveness of controls; .

Oversee the managament of key risks and Incldents and the Implementation of treatment plans;

Ensure a Crisls Mahagement Response Framework Is In place and oversee the Implementation of
learnings from testing of the componants;
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(h) Approva the annual updates to the components of the Crisls Management Response Framework;
() Ensure adequacy of resources ahd capabliity exists for the management of Flsks;

{) Review HomeStart Management’s establishment and oparation of an organlsation-wide rlisk
mahagement system,

(k) Conslder the adequacy and effectiveness of HomeStart's systems of accounting, Internal control and
delegations of authorlty to assess whether adequate processes are In place, malntalned and monitored
by reviewlng reports from Homastart Management and the Internal and external auditors, and by
monhlitoring HomeStart Management's rasponses and actions to correct noted defldlencles;

(I} Report to Board any matters that may have a sighlficant Impact on the financlal condition o affalrs of
the entity;

(m) Review the adequacy of HomaStart's Insurance covar to assess whether assats are safeguardad and the
business Is sufficlently protected,

4,2 External Reporting
{a) Assass the processes In place to review significant external reports prior to thelr release,

4,3 Financlal Reporting
(a) Revlew sighificant accounting and reporting lssues monitoring thelr Impact on the business;

(5) Revlew with Management and the external auditors the results of audlts, Including any difflculties
ancountered;

(¢) Review the annual financlal statements prior to thelt approval by the Board considering whether they
ate complete and conslstent with relevant Infarmatlon known to committee members;

(d) Review the content of the hon-financlal sectlons of the annual report relevant to partieular Audlt
Comtmlttee rasponstbilities, for example, Corporate Govarnance and Rlsk Management;

{e) Revlew recant professlonal and regulatory pronouncements and thelr Impact on the aceountlng
processas and flnanclal reports;

(f) Review the draft flnanclal statemants to assess whether they represent a true and falr view of
Homestart's financlal position and performance,

4.4 Compllance with Laws and Regulations

(a) Monltor the effectlvenass of the system for malntalning complliance with tha vatlous rules, regulatlons
and laws which relate generally to HomeStart's business; '

(b} Review the process for communleating and monitoring compllance by employees with codes of
conduct, Ineluding that such codes are reviewed and monltored perfodically;

(c) Ohtain updates from Management and the Legal Officer regarding legal and compliance matters and
monlter the organlsation’s adherence to relevant laws and regulations,

4,5 Internal Audit

(a) Approve the annual Audit Plan

{b) Monltor the effectivenass of the Internal audit ensuring satlsfaction of HomeStart's obllgatlons under
subsectlon 27(1) of the Urban Renewal Act 1895 which requires “the effective Internal audlting of lts
operatlons”;
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fe)
(cl)

(1)
(k)

Recommend to the Board the appolntment of the Interhal auditor and conslder and approve the audit
fae;

Evaluate the scope of the annual work program ensuting It Is adequate and that emphasls (s placed on
areas where the Audit Committea, Managemant or the auditors belleve speclal attention Is necessary.
Any overlap with the extetnal audit should be reviewed and the scope of work amended If sultable;

Evaluate the independance, objectivity and effectiveness of the Intarnal audlt functions;
Revlaw the efficlency end effactiveness of the Internal auditor In relation ta the thelr rasponsibliit]es;

Manttor whether there have been any unjustifled restrictions or limltations placed ot the Internal
audltors; . .

Llalse with the Intarnal audltors In reviewlng and assessing the findings of the respective audits, the
actlon to be takeh and timetabla proposed by Management In response to the findings;

Fostet the development of an effective Internal audit function (Whather or not specific areas of It are
outsourced) and monitor the parformance of that function;

Meet with the Internal auditor independent of Management on an annual basls;
Facllitate an open avenue of communlcation between tha Internal and external auditors.

4.6 External Audit

Homestart has Its aceounts and financial statements audited by the Auditor-General or thelr sub-contractor
who are hereln collectively refarred to as the External Auditor, HomaStart's Audlt Commlttee
responsibllltles are therefare limlted to;

(a)

(e)

Revlew of tha scope work of the External Auditor to co-ordinate the internal and external audits and to
dlscuss with the External Auditor any recant changes to the business for Incluslon In the audit If
tdeamed appropriate by the External Audltar;

Lialse with the External Auditor In reviewlng and assessing audit findings, actlon to be taken and
timetable proposed by Management In response to the findlings;

Review External Audit Management letters;

Monltor whether there have been any unjustifled restrictions or imhtations placed on the External
Auditor

Meet with the Extarnal Auditor, Independent of Management, on an snnual basls,

Note! In llne with the Auditor-General’s policy, ne Internal consulting wilt be requested of the External
Audltar by HomeStart without the prior appraval of the Board and confirmation of the Auditor-General,

4,7 Other Responsibilities

(a)
(b}

(c)

Malntain an effective Audit Committee Charter In lina with best practice and fit for purpose;

Report to the Boatd any matter Identified during tha course of cartying out Its duties that the Audlt
Commlttea consitiers necessary to so repott;

Perform, or undattake on behalf of the Board, any taske or actlons as the Board may from time to time
request;

Assess emerging lssues for the business and consider an approprlate reshonse;

Revlew corporate governance best practice and trands In relation to Audit Committee practice
recommending any changes deemed approptlate to the Board,
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5. Composition

The Audlt Committea shall comprise three members all of whom will be Independent non-executive
membaers of the Board,

The Chalr of the Audit Committee Will be appolnted by the Chalr of the Board and will not be the Chalr of
the Board,

An altarnate member will be elacted from amongst Board members to attend Audlt Committee meetings In
the absence of any of the regular members,

Members are to be financlally literate with at least one member having financlal reporting expertlse,

Membershlp of the Audit Committee will be reviewed by the Board oh an annual basls to assess whether
an appropriate balance of expatlence and skills Is maintained,

There wlil also he othet regular attendees nominated by the Audit Commlttee, commonly:
s Chief Executive Officer;

»  Chlef Financlal Offlcet;

»  Chiaf Risk Officet;

«  Head of Retall;

»  Arepresentative of the Internal auditor;

»  Arepresentatlve of the external audltor}

+  Senlor Financlal Accountant;

s Minute taker,

The Audlt Committea may Invite such other persons as It deems necessary,

6. Role of the Chalr
The Chalr of tha Audit Committee Is responslble for:

Preslding over Audit Committea meetings;

Leading discusslon at maetings, promoting an open and honest dialogue betwaen the Committes,
Managament and the Internal and extarnal auditors;

Reporting formally and Informally to the Board;

Attending formal ahd Informal meetings with Management, the head of Internal audlt and external
audlt as regquired;

+  Atranglng for a pariodic review of the effectivaness of the Audit Committee and lts charter,

7. Member Induction

New committes membets will recelve relavant Informatlon and briefings on thelr appolntment to assist
them Ih meeting thelr committee responsibllities, ,
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8, Conflict of Interest

At the begihning of each Audit Committee meeting, members are requlred to declare any potentfal or
actual conflicts of Interest that may apply to spacific matters on the meeting aganda, Whera requlred by
the-Chalr, the member will be excused from the meeting or from the Commlittes’s canslderation of the
relevant agenda Item(s), Detalls of potential or actual conflicts of interest declared by members and actlon
taken will be appropriately minuted and reported to the Boatd.

9, Meetings

9.1 Freguency
The Audit Committea shall meet a minimum of six times per year,

A meeting of the Audlt Commlttee can be convened by the Audit Committee Chair or a majorlty of
mambaets,

The Interhal and/or external auditors may meet with any, ot all, of the Audlt Committee members or a
memhet of HomaStart Management, as requlred,

Audlt Committee should meet annually with the Intarnal and external auditors and Legal Offlcer,
Independently of Management, to consider any matters relevant to thelt responsibilities.

5.2 Qu orum

A quorum shall conslst of two members,

9.8 Agenda and Papers

Audlt Committee meating papers will prepared and made avallable to members, and other attendess as
appropriate, prior to meetings,

9.4 Minutes

The proceedings of Audlt Committes meetings will be minuted, Minutes must be conflrmed by the Chalr
and are to be provided to the Board,

10. Assessment

The Chalr of the Audit Committee, [n consultation with the Chalr of the Board, wlll Inltlate a review of the
performance of the Committee on an annual basls, The results of the assessment shall be reported to the
Board.

11, Review of Charter
This Charter will be reviewed on an annual basls, Any substantive changes will be approved by the Boatd,
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1 Purpose

This charter Identifles the objectives, responslbllities, authorlty, membership and reporting of the
Asset and Liabllity Committee (ALCO), :

2 Role of ALCO

The HomeStart Board has established ALCO to}
+ Manage HomeStart's asset and liabllity isk In a prudent manner;
+  Malntain sound, prudent financlal asset and liabllity management practioes that result In
the long term finanalal viabllity of HomeStart;
»  Contribute towards performence targets set by the Government,

3 Authority

ALCO ls rasponsible to the Board and ls a sub-committee of the Board, ALCO Is empowered to
antar into Investments, borrowings and off-balance sheet transaotions, as approved In
accordanoe with Treasury pollcles, These powsrs are delegated to the Chisf Financlal Offloer or

Asset & Liablliity Speclalist, as appropriate.

ALGO may delagate all or some of lts powers to a sub-committes, as requlred. The dally
monltoring of compllance with policy and strategy Is delegated to the Chlef Finanolal Offlaer,

4 Responsibilities

4.1 Manage HomeStart's asset and llabllity risks In order to maximlse nhet Interest margdin
whilst complying with Treasury pollcles.

4,2 For Treasury policles:

a) Monltoring adherenae on a global basls;
b) Monitoring relevance;
o) Notifying Board of any changes.

4.3 Review and approve changes on variable asset prioe setting and Implementation and
nhotlfy Board of any changes,

4.4 Review and approve changes to HomeStart's asset prlelng and product mechanles
' polley and notify Board of any changes,

4,8 Manade HomeStart's capltal base,
4.6 Review horrowing limite get by the Department of Treasury and Finance,

4,7 Manage HomeStart's resldual mortgage default risk by monltoring the overall
provisioning polloles and actuatlal reviews to assess potentlal future credit loss.

Commerclal ln confldanca

69



§ Composltion |

ALCO shall comprise flve members three of whom will he Independent non-executive members
of the Board, HomeStart's Chlef Exeoutive Offlsr and Chief Finanolal Offloer will also be
members,

The Chalr of ALGO will be appoelnted by the Chalr of the Board and wiil not be the Chalr of the
Board, An alternate member will be elected from amongst Board membets to attend ALCO
Committee mestings In the abssnoe of any of the regular members,

Membership of ALCO Will be reviewed by the Board o an annual basls to assess whether an
appropriate balance of expertise and skills ls malntalned, '

There will alsa be other regular attendees nominated by ALCO, commonly:

¢ Head of Retall;
» Asset and Llabllity Spaclallst; and
»  Minute taker, '

6 Role of the Chalr
The Chalr of ALCO Is responsible for:

» Presiding over ALCO mestings;

« Leading discussion at meetings and promoting an open and honest dlalogue bstween
members;

« Reporting formally and informally to the Board;

»  Attending formal and Informal meetings with Management as required:

» Arranging for a petlodic review of the effectiveness of ALCO and Its charter,

7 Member induction

New members of ALCO will recslve relevant Information and briefings on thelr appolntment to
asslst them In mesting thelr committee responsibilities,

8 Conflict of interest

At the beginning of each ALCO meeting, members are required to declare any potential or
aotual oonfllots of Interest that may apply to speolfic matters on the meeting agenda, Where
required by the Chalr, the member will be exoused from the meeting of from the Committee's
conslderation of the relevant agenda ltem(s), Detalls of potential or ectual aonfllots of Interest
declarad by members and action taken will be appropiately minuted and reported to the Board,

Gommarolal Ih aonhfldence
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5 Meetings

9"1

9.2

89,3

8.4

9.6

Frequency .
ALGO shall mest on a monthly basls, exaluding January, or mote frequently as

.tequlred, In the event that an ALGO maeting does not take place, the Chalr of ALCO

must Inform the Board at Its next meeting stating the reason/s for not meeting.

Attendance
Members must advise the Chalr of ALCO If they are unable to attend a meeting, prior
fo the meeting, ALCO attendance detalls ara published In HomeStart's anhual report,

Quorum
A quarum shall conslst of three members, at least two which must be Board members,

Agenda and papers
The agenda for ALCO mestinge Will be approved by the Chalr and will be distributed to

members prior to meetings.

ALCO meeting papers Will be prepared and made avallable to members, and other
attendees as appropriate, prior to meetings,

Minutes

- The proceadings of ALCO meetings will be minuted, Minutes must be reviewed by the

Chalr and are to be provided to the Board,

GCommerclal In confidence
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1. Background ;

The purpose of this charter Is to identify the membershlp, responsibility and authority of the Board Credit
Sub-Commlties (BCSC).

HomeStart's Board of Management (Board) delegates to the BCSC the powers detalled helow,

The BCSC s established as a sub-committee of Board and Is not a Board committee, Membership of the
BCSC cartles ho addltional remuneratlon ot entitlements beyond those provided to members as part of
thelr Board membership,

It's noted that the BCSC s at all times subject to all Treasurer’s Instructions Including Treasurer's Instruction
8 (T18) which governs payment delegations and requlres that payments above $1.5m require approval by
the Minister while payments of $15m or more must be approved by the Cablnet,

2. Committee Responsibilities

HomesStart's CEO has the capacity to approve Individual loan applications up to and including $1.5m where
the resulting aggregate exposure to the borrower does not exceed $1.5m. These applications will not be
referred to the BCSC for either approval or noting,

Individual loan applications which are up to and including $1.5m where the resulting aggregate exposure to

the borrower exceeds $1.5m will require the approval of the BCSC on behalf-of the HomesStart Board hefore -

proceeding,

[ndividual loan applications greater than $1.5m will require the approval of elther the Minlster or the
Cabinet, In terms of Treasurer's Instruction 8 (see above) regardless of the aggregate exposure, These
applications will be referred to the BCSC prior to thelr submission to the Minister/Cablnet, with a resolution
of the BCSC supporting the application on behalf of the Board belng required before a submisslon to the
Minlster/Cabinet can be made,

3. Membership

The BCSC cbmprlses two members of HomeStart's Board, appointed by resolution of the Board, As at
February 2019 membership conslsts of:

*  Chrls Ward (Chalr)
* Jim Kouts

s Darryl Royans

A meeting of the BCSC requlres the attendance of two members to establish a quorum. A resolutlon of the
BCSC requlres the concurrence of two members,

Meetings will be held as required, It is anticlpated that most resolutlons of the BCSC will not require a
meeting, but will be made by an exchange of emalils,

4, Review of Charter .
‘This Charter will be reviewed on an anhual basls, Any changes must be approved by the Board,
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Board paper o S
Agenda item: 1903.4
Topic: ' . Reglsler of Financlal Authorisatlons 2018
From:. Davld Hughes
Date; . 19/03/2019
Status: Approving
1. Background

The Reglster of Financlal Autharlsatlons (RoFA) Is made up of three documents, as explained in the
attached document, ‘

Dacument 1 ~ Framework and Overarching Pollay Is requlrad to be reviewed and approved annually by
Audit Committee and Board In February and March respectively.

It provides a framewaork for the rest of the RoFA documents and contalns:

An explanation of the different types of finanolal authorlsations
Ganeral rules

Authorlty of the Minister

Autharity of the Board

Tl 8 and exceptions to T 8

Varlationto T1 8

Transfer of authorities during leave absences

FInanclal Authorlsations when the Business Contlnulty Plan fs Invoked
Definitions.

# & ®« & % ¢ » 8 B

VN Discussion

Management has reviewed applicable leglslation and Treasurer's instruetions (Tls) relating to finanalal
authorlsations and have made changes to this document to reflect changes to Tl's effactive from May

2018, All changes have been "marked up" In the document for easy Identification and are summarlsed
below,

« Removed reference to Loan Managers-

« Deleted comment "The discharge of loans to employees, thelr familles and assoclates must he
approved by the CEQ" from lhe general rules relating to sagregation of duties

»  Amended Minister's title from “Minister for Housing” to "Minister for Transport, Infrastructure and
Local Gavernment and Minister for Planning"

«  Amended reference from "SAHT" to “Houslng SA" :

»  Updated Attachment B for changes to T1 8 added ltem 8.19 to 8.20 spaclal provision relating to
Interest payments

»  Amended approval fimlt In Attachment C for walver of debts as per Treasurers direotive o Minlsters
dated 9 January 2006

Senallive: Commerclal ' 76



£

HF‘n‘eStar

Board paper oSt R 2 EINANG

+  Deleted from Attachment D the comment "It should be noted that only the CEO/Acting CEO, Head of
Strategy, Chief Financlal Officer, Chlef Risk Officer and Head of Retall may authorlse the purchase
of IT hardware and software (unless the CEO approves otherwlse).”

«  Amended Attachment D for personne! changes.

3, Recommendation

That the Board approves the Framework and Overarching Pollcy for the Reglster of Finanolal
Authorisations (Dooument 1) as revlewed and approved by the Audit Commities In Febtuary,

David Hughes .
Chlef Financlal Offlcer N
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Document Control Sheet

Document Detafls
Document name Reglater of Financlal Authorisatlons
Responslble offloer” | Chlef Finanalal Offloer
Appraval Board (following recommendation from the Audit
Commlttee),
Status Current
lssued Fabruary 20162048
Next review February 20202649

Contact person (for enquiries or amendments)

Name Davld Hughes
Posltlon Chlef Finanolal Officer
Talophone numher | 8203 4042
‘Emall addrass dhughes@homestart,oom.au
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Purpose and scope of this dosument .

HomeStart's Reglster of Financlal Authorlsatlons (RoFA) Is mads up of a
number of saparate documents, as set out below:

Document 1 - Framework and Overagching Policy (FOP)

J

Cammarelol in confidence Page 6 of 98
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Dooument 4 - Framework and Ovararching Folloy (FOP) In relallon to the
Reglster of Finanalal Authorlsations, Its purpose ls ta provide a framework for
financlal authorleations relating to different areas of HomeStart's buslness,
Although different types of financlal authorlsatlons may be doaumented and
ml?tlwnttﬁlmad k})jy different business areas, It I8 important that they are cohslstent
Wi s FOP, ‘

Document 2 - Authotisatlons of the GEO, s purpose Is to dooument the
finanolal authorsations formally delegated from the Board to the CEO, Itis
conalstent with and must be consldered In the context of Dooument 1 -
Framework and Overarching Rolloy

Document 3 - Authorlsations table, Dosuments the sub delegation ofthe CEO
to employees and business partners,

Commarcintin canfidonce Pape 7 of A0
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Overview

Different types of authorisations

There are three different lypes of financlal authorlsatlons:

’ Paymant Authorleatlons
v Cantraot Authorlsations
’ Other financlal delegations,

Flnanolal Authorisation, Payment Authorlsatlon and Confract Authorisation are
defined In Troasurer's Instruotlon 8 "Financlal Authorlsations” as follows:

“nanclal authorisallon means the approval given by Gabinet, 4 Minister, &

governing authorlly, Chief Executlve or nominaled employee for a public

authotlty to enter Into a contract, Inaluding a purchase, subjeot to the
authorlly's proaurement policles, or to make & payment or disbursament,
hnc{tidlng a paymant betwaan publlo autherlties, up to a specified monetary
mit, ‘

a "gontract authorlsallon” Is a finanalal authotlsation thel relates to the
approval for a publlo authorlty to enter Into & contraot, Including for the
purchase of goods and services, subject to the publio authority's
praourement policles, An Instrument empowerlng an employse of the
ocoupant of & posliion to grant a conlraat guthorlsatlon may distingulsh
different types of contraots (andlor purchases) that the employee or the
ocoupant of a positlon fa parmitted to approve,

8 "payment authorlaation” Is a finanalal authorlsatlon that relates to the
approval of & publio authority making & payment or dishursement, Including,
through a dlract deblt arrangement,

Other financlal delegations are financlal delegations which are not Payment or
Contract Authorlsations, All types of delegations are collsatively refsrrad to In
this document as "Delegations” ar "Authorlsations",

commerclal In conidonce Pago 0 of 38
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Distinction hefween Contract Autherlsations and Payment
Authorlsations

Payment Authorlsatlons are different from Contract Authorlsations,  The
distinoflon between .them recognises that appropriate approval must be
obtalned at the time of requesting the pravision of goods ar services, of at the
time of agreelng to make any other payment ot dishursement, Only specliflad
Offlesrs can legally commit HomeS8tart to dolng this,

Onee a contract has been approved by a respanslble Offlcar with appropriate
- Contract Authoilsations, the Payment Authorlsations recognise that It should
be appropriate for another Indepandent Offlcer to authorlse the making of any
payments In accordance with those aoniracts, :

For example, once & loan to & sustomer has been approvad In accordarice with
the Gontract Authorlsations It may be In the Interests of operational efflolenay
for another person to authorlse the setfiement for dlsbursement of funds in
acoordance with the approvad loah documantation,

Commorelo I confidenes Page 10 of 8
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General rules

Pursuant to Seatlon 19 of the Urban Renewal Aut 1886, HomaStart Finanoe
may delegate any of lls functlons or powers to @ parileular person or body orto
the person ocaupylng a partlcular offlce or position,

Segregation of dutles

When exeralsing thelr financlal authotlsatlons it Is the responsibility of the
Offluer to ansure that adaquate segregation of dutles Is malntalnad (even If that
Offfoer has been delegated authorlty to epprove potentlally conflloting
transactlons), ‘ .

Int genetal;

» The smployees who approvehwrite loans should hot authorlae loans
belng wiltten off,

» Loans must not be approved by an employser who has access to the
transferring of oash, or the recanclllation of the Loan Management
System (LLAS) to the General Ledger (L),

» The amployea who posts Jaurnals to LLAS and/or rasonclles the LLAS
to the GL. should nat be permitted to authorise (ot post) Journals to the
GL {only Journals relating to LLAS transaations)

v To minimise the risk of fraudulent misapproprlation of funds two
slgnatarles who have banking authorlsations are required on all bank
accounts, ' '

¢ To minimise the risk of fraudulent misappropriation of funds any
payments (noluding relmbursements) made to an amployee ar thelr
famlly and assoclates must be authorlsed by a person senlor to the
employae (for example, thalr team leader, Head of Division or the CEO),
In the oase of the CEQ, anhy payments less than $1,001 should he
authorlsed by the Chlef Finanolal Offleer (CFO),

» Al loans made to amployees or thelr family and assoolates must be
approvad by the GEO, Any loans made fo the GEO must be approved
by the Chalrman of the Board,

s Al transactions In Telation to loans to employees, thelr famllles and
assoolales (excapt for regular repayments end disoharges) must be
approved by thelr Head of Division

-—kea&a;-Managepe—a;e—ﬂe&—pamqlﬂeé—te—apprevHeans—te—&he#F—ewn
employeos:

»  Thedlscharge-ofleanste employess thelrfarnlles-and-assoclates-must

be-appreved-by-the-CEO.—The discharge of & loan to the CEO must be

approved hy the Chalrman of the Board,

Commerelal In confidenca Page 11 of 48
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The employess who authotlse naw borrowings must hot bs responsibla
for authorising Journals to the general ladger or reconcliing the general
ledger to external confirmations of borrowings,

The employees who approve transaotlons In relatlon to FRAs, futures
and sweps should not be responsible for reconolling the general ledger
to external conflrmatlon,

The above s not an exhaustive (lst of required segregation of dutles or contrals,
Employess are requited fo he mindful of proper Intemnal controls when
exerolsing thelr delegated authorlty,

Expenditure beneflclal to an Officer and velmbursements

» Segregation of dutles must be malntelned when Inauning and

authorlsing expenditure,  This typloally means that at least two
independent Officers are [hvolved in vatliying and authorlsing
expahditura, .

There are a humber of expanditure ltems that are justifiably Incuired by
Home8tart In the normal course of conduoting lte busihess, but which
may also be percelved as providing some bensflts to Individuals, To
ensure appropriate segragation of dutles and transparency of all
transactions, no Offloer shelf approve expenditura that may be petcslved
as oonferring beneflts on them, Theae Include (but are hot limited to)
Indivicual subsorlptlons {le in the hame of the Individual rather than
HomeStart), Individual memberships of professlonal bodles, tralning
courses, car parking, meals, travel, transport and accommodatlon,
Under ho alroumstances should an Officer authoties any relmbursement
of expsndliure to themselves,

Expondliure beneficlal to an Offlcer and relmbursements of expenses
(including GST) must be authorlsed by an Offloar's lerder. If the leader
was pregent In Inourring the expense, then the leadet's Head of Division
should authorlse the payment, In the case of the CEO, expenditure
beneficlel to the CEO greater than $1,000 should be authorlsad by the
Chalrman of the Board, and expenditure $1,000 ot less should be
authorlsed by the Chief Finanolal Officer,

Sub delegations and subordinates

» The GEO may sub delegate financlal authorlsations to other Oftlcers of

HomeStart,

+ Any sub delegations from the CEO to other Offluers of HoméStart may
not be furthet delegated, .

Commerddel In coplldence : Pugo 12 of 38
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» Sub delagatlons of authorlly from the Chisf Execullve Offlcer to Offlcers

may be ohanged al ahy 1

Ime.

« All Offloars are authorised ta exarclse powers granted to Offloers direotly

subordinate to them,

Commerelal In confitoncs

Page 13 of 30
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Geasatlon of employment, changing duties and acting positions

+ All authorlsetions cease upoh the Offleer ceasing employment,

» All authorlsations cease upon the Officer changing dufles,

» All authorlsations cease upon a materlal change In the nature of dutles
asslgned to a partloular position,

» Authotlsations extend to all Officers acting In posiiions, providing formal
slgr-off Is held from the posltion's Head of Divislon or the GEO,

» Any Offlcer appolnted by a Head of Divislon to adt In any poslion within
HomeStart Flnanoe will acqulre the authorlty delegated to that position,

Leave of absence — transter of delegations

» It s the rasponsibllity of a Team Laader ar Head of DIvislon to snsure
that when they take leave for any petlod of fime there are adaguate
humber of employass with delegated authorlty remalning In the office to
approve varlous transaotions and allow the operatlons of HomeStart to
aontlnue namally

* When a Team Leader or Head of DIvision knows [n advance they will be
absent, they should appolnt & person to agsume responslbliity for
dalegations and e-mall all of HomesStart to advise that a partioular parson
has authorlly to exerdlse delegations relating to the posltion

» The Flnance Support Oftler Wil retaln an eleotronls copy of the emall
on the network as evidence of the transfer of authorlty

» The employes who recelves the delegations of authorlty should write
"Par Delegatlon” (e.g, Per Delegation for Chief Finandlal Ofttosr) when

they slan any trangaction (e.g. Involes) to Indioate they hold the relevant -

delegated authorlty raqulred,
Amounts

» The Payment Authorisations and Gontraot Authorlsations apealfy the
dollar value of expendifure or disbursement an Offoer oan authorise,
This dollar value refers to a slngle product or service that can he
purchased Individually, In applylng this definltion, regard should be had
to the Intended purpose of the expenditura Himits,

*+ Any referance to & sum I8 Inclusive of GST.!

Trig~8,67
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Responsibllitles of the Ghlef Executlve Offlcer

The CEO must;
x Ensure that no authorlsations are exerclsed unless the
GEO has a reasonable axpaotation that sufficlent financlal
;elsla%uroes will be avallable to meet commitments as they
all due
= Engure that all expendifure s necessary for the conduot of
HomeSlart Finance, and the requirements of the Publle
Finanae and Audlt Act 1987 and anY other relevant Act or
Instruation have been observed In all respects
» Enallre a reglster of Coniract and Payment Authorlsations
s established and malntalnsd
w  Atleast annually review all autharlsatlons granted.
The GEO Will remaln responsible for all purchases, coniracts, payments
fmd dlstraﬂursements not withetanding that authorlty has been delegated
0 an Offiaen

Responsibilities of Officers

Each Offlaer ls responslble for understanding and adheting to his/her
own authorlsations,

Employees are required to he mindful of propsr Internal controls and .

segragation of dutles when exaralsing thelr delegated authority,
All daclsions shall be In accordanae with!

v the provislons of the Urban Renewal Aot 1805;

v Mhnlsterlal direotlon and guldance, govarnment polloy and
appropriate  leglelation  Inoluding  that relating to the
Commonwealth State Houslng Agreement, Industrlal Relations,
Qaotpational Health and Safsty and other relevant leglsiation;

¢ 'The poliey guldelines and wlihin the format set ky HomeStart
Finanoe from time to {ime;

¢ Any agreement betwaen HomeStart Finance and the Minlster for
Heuslng_Transport, Infrastruoture and Logal Government and
Minister for Planning.

Generally, amployees should only approve administration expendiiure
which difectly Impaots thelr own L cost centre(s), (Although for the aake
of operalional effllenay, there will be fimes when It may be axpedlent
for an employaa to authotlse expendliure for another GL aost centra),

Commaralal in confidonce Paye 16 of 38
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4= =~ { Poriatied Lak

Expenditure outside budget

The Chlef Exacutlve Officer may, in the Interest of efflolent management,
authorlse expenditure which wiil result In HomeStant axoeeding Its annual
administrailon expenditure budget, Such Items must be notlffed to the next
meating of the HomeStart Board for Information and rafifioation When
HomeStart exceads Hs annual administration budget by more than $100,000.

i

Disaster Recovery and Busliness Gontinulty Plan — Authorlsations «-- Formntiedi Heading 3, batt .

are vevoked

In & disaster situation all delegated authorliles are revoked, wlth the axceptioh
of those stmmarised at Altachment D to this documant,

Commeralel In canfidonce Page {17 of 88
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Authority of the Minister

Extracts from the Urban Renewal Act 1995

PART 2
THE MINISTER

Winlsterlal powers

(1) Tha Minister may
(a)  sue and be stled; ‘

- (b)  acquire, hold, deal with and dispose of rea! and personal property

(or an Interest In real or persanal property), and grant or hold & lease or
licehae;
(¢)  acqulre, hold, desl with and dispose of shares In, or seourities
lssuad by, another bady warporate, or partiolpate In the formation of
another body,

(d)  after consultation with the Treasurer, borrow money anhd obtaln
other farms of finanolal aceommodation;

() establish and operate AD) accounts and Invest money,

() enternto any kind of contract or arrangement;

(9)  undertake projeots and anter ihto Jolnt ventures;

() after consultation With the Treasurer
() granta morgage or charge aver an asset of the Minlster;
(I enterinto a contract of guarantes orllndsmnl(y;

() ~ Issue debentures or promissoty notes that are charged
over speoifled assets of the Minlster

(Iv) lssue Insorlbed debenture stask In accordance with a
scheme prescrlbed by the regulations;

Commerclel In conlidenca Page 18 of 38
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() exerdlse other powers that are necessaty, expadient or
inoldental to the funotions of the Minister or the Department,
(2) The liabllitles of the Minister are guarantesd by the Treaslrer,
(3) The Gavernor may, by proclamalion
(a)  transfer an asset, right or l[abllity to the Minlster;
(b)  transfer an assat, right or llabllty of the Minlster
{ . totha Crown; or '
() toanagent or hstrumentallty of the Crown,
(4) A proalamation under subseation (3) providing for the transfar of an asset,
Hght or llablllty of the Minister may make other provislons that In the aplnlen of
the Governar are hecessary or expedient In conneation with the transfer,

Delegations

6, (1) The Minlster may delegate powers or funations aonfatrad on or vested in
the Minlster .

{a)  to aspaclified parson or body; of
(h) o a person ocaupylng a spaalfied offica ar position,
(2) A dslagation

‘(&)  may be made subject to condltlons and limltations spealfled In the
instrumeant of delegatlan; and

(b)  If the Instrument of delagation sa provides, may be further
delegated by the delegate; and

(¢) s ravooable at will and does not pravent the Minlster from acting
personally In a matter, .

Gommerctel In confidance Page 10 0/ a0
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Treasurer’s Instruction 8 — Financial Authorisations (Tl 8) ‘

Financlal delegation to approve contracts Including purchases

Unless HomaStart's enabling leglsiation otherwlse provides, a contract,
Inoluding For the purehase of goods and services oan only be exeauted by the
Minlster if the cohslderatlon Js less than $15,000,000,

Any contraots with conslideration greater than $16,000,000 must be appraved
by Cabinst,

In addltion;

(8)  Cabinet approval must be ohtalned for & contract for the purchase of
"land where the axpenditure invoived exceads $6,000,000; and

(b) The followlng approvals must be obtalned for an office
accommedation project whare the cost of the project Is;

8. Less than $1.6 million: the contract Is to he approved by the Chief
Exeotllve of the Dapartment of Plannlhg, Trahspott and
Infrastructure or an employes nominated by the Chlef Executive
of the Department of Rlanning, Transport and infrastructure,

b, $1.8milllon to less than $16 million: the cantract Is to be approvad
by the Minlster for Transport and Infrastructure,

o, $16 milllon and aver; the contraot Is to be approved by Gablnet,

Items requiring speciflc approval of the Minister

Unlasa HomeStart's enabilng legislation otherwise provides the Minlster must
approve, or make spaclfic Minleterlal delegatlon for the Board to approve, all
purchases or contracts where the gonsideration excesds $1,600,000,

Variation frqm Tt 8 ~ Finanglal Authorlsations

On 12 Ootober 2008, the Treasurer approvad a varlation from the requirements
in Tl B Finanolal Authorisations olause 8.11,1 such that

» A contract between HomeStart Flnanoe and 8AFA In relation to dabt

- drawdowns, debt repaymants, Intarest payments and detlvatlves up to

the separate limits previously approved by the Treasurer van he
executed If approved as follows:

\ Commerals! In eonfidenca ! Page 20 of 88
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PDogument 1 — Framework and Overarching Policy

Cablnet, or

The Minister, or

An amployea or govarning authorlty nominatad by the
Minlster, or :

An employes nominated by the Chlef Exeoullve or
govaining authorlty, where the Minlstar has authotlsed the
Ohlef Executlve or governing authorlty to delegate
Contract Authorisatlons,

« A contraot by HomeStart Finance to purohase Invesiing produots up to
$14 milllon can be exesutad If approved as follows:

tonle

Cabinet, or

The Minlster, or

An employee or governing authotlty nominated by the
Minlster, or

An employes nominated by the Ohlef Exeoutive or
governing authorlty, where the Minlster has authotlsed the
Chlef Exeautive or governing authorlty to delegate
Contract Authoriaatlons.
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Home8tart Finance
Register of Financial Authorisations

Document 1 ~ Framework and O\ieramhlng Policy

Authority of the Board of HomeStart Finance

Extracts from the Urban Renewal Act 1995

Dolagatlons

19, (1) Aboard may delagate a function or power conforrad on or vestad In the
board (or Its statutory aorporation) under thia Act

(8  toaspoealfled patsoh or body: or
(b)  to aperson oooupying a specliied office or posltion,
A delegation

(a)  may he made subject to aonditions and limitatlons spealfied In the
instrument of delagation; and ' .

(b) If the Instrument of delagation so provides, may be further
delegated by the delegate; and

(0 s ravooable at wiil and does not prevent the board from aating
Itselfin a matter,

Speuific powers

21, (1) Without limiting another pravislon of this Aot, but subject te & iimitatlon
or condition Imposed by the Minlster In ralation to the statutory corporation, a
statutory corporation may

blo—g

(&)  aus and be sued;

(b} acquire, hald, deal with and dispose of real and personal propehy
](lor an Interast Ih real or personal property), and. grant or hold & lease or
ponae;

(c)  with the approval of the Minister or as authorised by regulation
acqulre, hold, deal with and dispose of shares In, or securities |ssued by,
anather body aorpotate, or partlolpate in the formation of another hody!

Gommerdlal In sonfidance Page 22 o7 88
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Home8tart Finance
Reglster of Financial Authorisations

Document 1 ~ Framewotk and Overarching Policy

(@) with the approval of the Ministar or as authorlsed by regutation
horrow monay and obtaln other forms of financlal acaommodation;

(s)  establlsh and opsrate AD| acoounts and [nvest money;
(0 enter Into any kind of contraol or arrangement;
(¢)  exerdsa other powars conferred by regulation;

(h)  exerdlse other powsrs that are hecessary, expadlent or Incldental
to the funotiony of the statutory corporatlon,

(2) A statutory corporation must not establish a trust schems or a partnarsh!ﬁ
oF other scheme or arrangement for sharlng of profits or Jolnt venture Wit
another person or underiake an operation or transaation pursiant to such a
scheme or arrangement,

(3) However, subseotion (2) does not apply If

(a) -+ the slatutory corporallon ls acting with the approvél of the
Minlster; or

(h)  the olher party to the soheme or arrangement fs another statutory
carpotation or Houstng SASAHTF, or

(@)  a regulation provides that subsaction (2) does not apply to the
statutory oomoration,

(4) The Minlster must obtaln the conatirrence of the Traasurer before giving an
approval under subsection (1)(d),

Gommerelal in confidance Paye 23 of 08
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HomeStart F.inanue
Reglster of Financial Authorlsations

Document 1 ~ Framework and Overarching Policy

Extracts from the Housing and Urban Development
(Administrative  Arrangements)  (HomeStart  Finance)
Regulations 2007

Spsclfle powers of HomeStart

In addition to the powsrs conferred on a statutory corporation by or under the
Aat, HomeStart may—-

()~ enterInto vontracts of finance relating to the purchase of land, or the
gohstruatlon of premises, for residentlal purpeses:

(b) acquire, hold, deal with and dispose of mortgages or ofher Instruments
of agresmaents;

(¢)  exerdse the powers of a morigages In possession under the
proviglons of any mottgage or law;

(d? take proper and adequate means to secure the payment of any
princlpal or Interest payable to HomeStart under any finance contract or
other Instrument or agraement;

(6) ~engage bersans as agents or cohatltants, and enter Into other forms
of aontraot for the proviglan of services;

{h  make use of the serviaes, facilltles or staff of a private sectar body;
(@) provide advisory, nonsultative, managerlel, support or other forms of

service, within the areas of HomeStarl's expertise, to other perasng or
badias Involved In the finance saator,

Treasurer's Instruction 8 ~ Financial Delegations

Financlal delagation to approve sonfracts Including purchases

Unless HomeStarts enabling leglslation otherwise provides, a contract,
Inoluding for the Eaurohasa of goods and aervices can only be exeouted by the
Board If the consideration I less than $4,500,000,

N ; Gommprclol In confidence Paga 24 of 8
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HomeS8tart Finance
Reglster of Financlal Authorlsations

Dosument 1 — Framework and Overarching Policy

Any purchases or contrants with conslderation palwesn $1,600,000 and
$46,000,000 muat be approved hy the Minister.
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Attachment A ~ Definltions and abhreviations

Administration expenditure within approved budget ~ adminlstration
expenditure will be conslderad to e within budgat If, at the time of spanding the
money, the total amount spent for the year Is less than the tota) administration
budget for tha yeer AND It it teasohable to expact that for the ful year total actual
expenditure will not excasd total hudgeted expenditure,

This allows the budget to be managed on a "totals” rather than on a line by line
basls — and eliminates the nesd to make small altarations fo the budget throughout
the year In order to acoommodate expanditura,

Apbroved a-dmlnlstraﬂon budget — this Is the most recent administration
budget approved by Board,

Capital hudget ~this is the most recent capltal budget approvad by Board,

Capital expenditure — this Is any expenditute for ltems (excluding land) which
will be noluded In HomeStart's fixed asset reglster In acoordance with the Fixad
Asgel Palley and will be expensed Via depreolatian or amortlsation ovar more than
ohe yaar,

Contraet — as per the definltion contalned In TI 8, For HomeStart's purposes It
Includes purchase orders, verbal contraots, raquests for goods and services via
fax andfor e«mall, and the appraval of loans. Jt is anY sommunlcation with an
extomal party (Including oustomers) which results In HomeStart becoming
commilted to making any typs of payment or disbursement,

DLA ~ Delagated Lending Authorlty

EGaﬁManagMeaa—aMemanaﬁles—whe—am—pald—b%HQMestaM
manag&aaaeﬁfeﬂwef—eus(eme#lean&—%pmen&ﬁhiﬂnelude&ehly%ankspw

LVR ~ Loan to valuation rallo

Normal payroll expendltui*e - this Is payroll expenditure made by the Payroll
offioer via HomeStart's formal payroll system (GHRIS),

OFFIGER —~ s a persan I a hostlon defined Ih Dosumant 2 as having authollty to

W S haix iy Sdedie Tagk dain T PR R R S AL a1 A bR AN Mde RIS AR L - Mcigt A1 4213 A0 SIS

. perform delegated actions,
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Walver of debt~ as deflned by Treasurer's Insiruction & ~ Reoovary and Writing
off of Debls, "Walvar” refara o 8 apaclal aoncession grahted lo & parson of enlily
that ‘expunges’ he debt owed to the State, Thal is, the debl |s parmanenlly sat
aslde 5o that the State vannot puraue the debl al a later date,

Writing off of debts - as deflned by Tressurer's Insfruation B ~ Recovery and
Wilting off of Debts, "Writing off of deble" referato a debt that remalns enforeeable
bul & management declslon has been made not to pursue the debt elther
Indefinitely or for & sel perlod of tme, The daclslon may ba revarsed and
enforcement procesdings racomimended at any time In responee to changes In the
dablor's clrcumstances, sublect fo the stalutory limitalien parlod for
sommmencemant of lagal adtjon, By way of examples, debls are often wiliten off,
without necessarlly being walved, where lhe debls ara congldeted to be
unaollectible, the dabtor's wheteabouls are unknown, the debtor does not have the
aapaally to pay or Itls not cost effective to pursue racovery.

Gommerctal In gonfidenco Fage 27 of 4B
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Attachment B ~ Treasurer’s Instruction 8 “Flnancial
Authorisations”

TREASURER'S INSTRUGTION 8
FINANGIAL AUTHORISATIONS

Relssued: 1 November 20184-May-2047
Effective: 1 November 20184-May-2047

Soope

8,4 This Instruation applies o}

8,1.1 all publlo authorlties unless otherwlas stated;

8.1,2 any dealing whereby a publio authorlly enters Inlo & sontract Invelving
axpendilure aor polenilal expendiiure, Including purchases of goods and sarvices,
provision of granl funding, or lease or rental of property, plant or equipment {Including
intanglble property); and

81,3 any payment made by a publio authorlty,
Objective

8.2 To aestabllsh & governanes regime to apply to all publle authoriies such that pror
apnroval Is requlted, by a person authorlsed pursuant to this Instruotion, hefors the
publio authetlty can;

82,1 Inour expandiiure through vontractual arrangements, Inaluding purahasas;
8,2,2 anter Into an agreament wilh the potentlal to lead to expenditure; and

8,23 make a péymant or dishursament,”
Interpretation and Definitions

8.3 This Instruotion should be Interpreted and applled In accordanoe with Treasurar's
Inatruolion 1 Inferprefation and Applloation,

8.4 This Inatruotion Is to be read In qonjunatlon with ofher relevant Treasurer's
Insiruotlona and with any polloles lssued pursuant to the Treastrer's instructions, n
addition, thare may be Pramler and Gabinet Qlroularar, and State Froourement Board
Palloles lssuad pursuant to the Stafe Proourement Act 2004, applloable te the publla
authorlly. If a publio authorlty Identifles a confliot hetwesn any of these Insiruments,
or halwaen Treasurer's Instruallons and any olher legislative obllgations, it should
saek advics on the malters,

1 Eq, Fremler and Cubipel Clreular 114 Governmen! Real Propel aitagene, cluding Grown
and); lar and Gabinet Clroular 016 Progedures for submisslons sesking lhe review of Publlc

Gommurelal In confidence Page 28 of 48

Fable—of-contonts

104



-

coommodalion Framewo

Works by the Publlo Works Gomimillee; and Premior and Gabinel Glroular 018 Qovamment Offfce
Accommodaflon Framework,
2 See lle conlacl dolaljs for queries i the box &l the and of this Instruellon,

8.8 For the purposes of thia Instrucllon:

86,1 "Inandlal authorleation” means the approval glven by Cablnet, & Minister, a
governing authorlty, Chief Exeatlive or nominaled smployee for & publio authorlly to
anter [nto & eonfract, Including & purchass, subjeat to the authorlly's procurement
polfoles, or {o make & payment or dishursement, Including a payment between publlo
aulhorlliaa, up lo a spaciflad monalary lImit,

8,62 "employae" has tha same nieaning as definad n Treasurer's (natruation 4
Interpretalion and Applleation,

85,3 & “eontract authorlsation” (s # inanalal awhorlsatlon thal ralales fo the approva)
for & publio aulhority o enler Info a eontracl, inaluding for the purehase of goods and
services, subjeol (o the publio authorlly's procurement pollcles, An Instrumanl
emgoWerlng an employae or the ocoupant of & posllion to grant & contraot
authorlsation may distingulsh different lypes of contracts (andfor purchases) that tha
employee or the ovoupant of & posillon ls parmillad to approve,

8,54 n "payment authorteation” {s a financlal aulhorisation that relates fo the aapproval
of & publio authorlly making a payment or dishursement, Inoluding, thraugh & direct
debll arrangsment,

8,6, a "confracl’ refers Yo an arangements, Inaluding for the purchese of goods and
gervioes, whereby & public authorlty commils to or Inaure axpendityre, or whare there
Is the polantial for expanditure to be Inourred, where the terms and conditions are
gontained In a dooument algned by lhe partles, or where the terma and oondltions are
recerded In some other document or doattments sugh a8 a purchase order o an
axohanga of lalters, or terme and condifions are agread in an oral exchange, bul
does ot Include an employment goniract purauant to the Publlo Seclor Act 2009 or
the authorily's anabling laglslation,

B,6,6.1 Whare Itis Intended to canlragl for goods or services lo ba supplled by &
panel of providers, for Iha purpases of this Inatrucllon In determining the approvals
requl'résd. lttlme potentlal lotal value of services thal may he aoqulred la the eonlract
conalderation,

§,5,6.2 Where ItIs Intended to enter Into a "head agrapment” or almilar, with spadlfie
agresments lo be enlared Into by Individual publle autharltles under the head
agrasmant, for (e purpose of thls Instruation, tha potential tolal valua of goods or
aarvioes that may be acquired by public authoriles under the herd agrasment la the
coniraot conalderation for that nantract,

8,68 'Inours expanditure” refers {o a dealing which results, or wiil result, In ap
obligation on the publio authorlty, the seltlement of which I8 oxpested to result In an
ottlow from the enflly of resources embodylng economlo benefits, Economio
baneflls oan take varfous forms such as the payment of oash, transfer of asselg,
provision of services, replacemant of an obfigallon with another ebligation or tha
converalon of the obligatton to eqully,

8,6,7 any reference to & monetary sum s inclusive of GST,

1 Ineluding P merorandum of understending/memorandum of admintsirative arangemen or stmller;
! Commerlel In confidence Pago 20 of 80
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Instruction

Geheral

8,8 In any dealing {o which this Inslruotion applles 8 Chlef Executive mus! ensure
avmpliance with the publis authonty's enabling leglslation,

8,7 No dealing to which this Inatruotion applies must be approved unless;

8.7, the expendilure la neceasary for the condust of the publio authorly, and the
requlrements of the Publio Firanoe and Audit Aot 1987 and any other relavant Aot or
Instruction hava baen observed In all reapaocts, and

8,7.2 the Chlef Exenutive hag a reasanable expactation that sufficlent fnanalal
resources Wil be avallable to meet commliments an they fall due,

8.8 The Chlef Exegutlve must:

8.8.1 ensure & reglster Is ealablished and malntained of specified persons and the
holders of poslilons authorlsed or nominated under dause 8,11,1 and alause 8,16 to
give partioular financlal autherlsatlons, and any eonditions applying to the giving of &
finahalal authorlsation by the spadified parson or holder of & position;

8,8,2 reviaw tha raglster at least annually; and

8,8,8 I the holder of & poeltian within the publie authorily, rather than & spaaillo
employee, Is ampowerad to glve the finanalal aulhorlsation, ensure that only & South

Australlan government employae ocouples thatposiony,

HAQh!eLE-xesuuvmwmyprevldeﬂnanslaLaulh9ﬂsatlans494hMmployeanrauh&cme%eeeullvasl
ewn-adrminlstealive-unit-or-slalilortavthorliy:

8.8 A Chiaf Exaoutive will remeln responaible for all purchases, conlracls, payments
and dlsbursermants notwithstanding that an employae arthe holdar of a posifion
within the publle authorlly has been empowared to give a financlal sutharisation
purauant to this Ihetruotion,

8,10 Inslances may arlse whate & conlract and payment aulhorlsation may he
providaed by the arme employes, possibly at the same Uma, In these instences It is
nacassary for the employes fo be empowered to pravide hath types of authorlsations,
Deparmentof Treasuryand Elnanee

1 4 A Ohlef Exaaullye can only provide financlal authorisafions fo the employass of fhe Ghlef
Xaoulives' oyn nistrafve unit or stalutory aufhorily.
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Contraots (Including purchases)

8.14.4 Unless the publlo authorlly's enabling leglsiation has alternallve spadlfle
arrangaments that ara Inoonslstent with this olause, a oantral, Inaluding for lhe
purchaes of goods and serviess, oan only he executad If approved as follows:

Purchase or Conlracl considaration To ba approved by
< $4,600,000
0 Qablnel, or
0 the Minlater; of
0) the Chls! Exsculive or gaveming aulhorlly;

ar

0 an employea nominated by a Ghief
Exactltive or goveming aulhorlly; or

0 ah employse nominelad by an authorlasd
amployes pursuant to alruse 8,142,

$1,600,000 to < $16,000,000
1 Qablinsl, or
0 the Minlater; or
0 an amployaa nominated by the Minlsler In
wiiling by spacific Minlslorlal delegallon that
spacifies (he smployae, the amount and the
nalure of the contraat Inaluding the parlles,

$16,000,000 and over
0 Cabinal, or
0 the Minlater acling under lalive 8,11AA

8,11AA The Minister may aal under this clause lo approve a contraat If -

(8) the contract forms part of & publlo seater inlllative that has bean appravad by
Cablnal; and

2b) the soops of the conlract la consistent with the Cablnat approval; and

o) the oonstderallon for the aoniract, when aggregated with any other money lo e
applled for the purpeses of the publlo sealor Inlllative, doas nol exooed any eslimated
aost provided to Cablnel In conneation with obtelning the Cablnet approval, ‘

8,11ABFar tha purpasas of clauses 8,41,1 and 8,11AA, a refarenaa lo Cabinet will be
taken to Include & refarance ta a Cabinal Commitiee,

8,41A Where an amandiment would Inareage the tolal velue of & contracl, a conlraot
that has heen approved under olause 8,41.4 may only be amended as follows ~

8,41A,1 for an amendmenl whioh, when aggregatad with any previous
amendments, does not Inarease lhe lotal Value of the conlract by more than
5% of the total valua orlginally approved under clause 8,14,1 —fha
amendment musl fret be approved by the relevant parson or body as If the
value of the smendment, taken by ilself, was a oantraot of that value required
to be mpproved under olause 8.44,1; or

8.41A.2 for an amendment which, when aggregatad with any previous
amandments, Increases the tolal vaiue of the contracl by mere than 6% of the

Gommarelal In sonfidence Page 61 of a8
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total value otlginally approved undsr olause 8,11, ~Ihe amendment must
first he appraved by the ralavant parson or body as If the total valus of the
amendment and (he atlginal coniract was a new conlract requiring approvel
under olause 8,11,1 .

8,11.2 Conlraot authorlaations In respact of the use of government purchase oards
{pursuant to Treusurer's Inslriotion 12 Gevernment Purchase Cards and Stored
Valua Gards) may he provided by an employss who has been authorlaed in writing
hy the Ohlef Exeautlve ar governing authorlly to provide thase authorlsations,

8,12 An Instrument empowerlng an employee or the ocoupant of & potltion to provide
& contraot authorlsallon pursuant to olauses 8,11,1 and 8,11,2 must

8,121 be In wilting;
8,12.2 speoify the employae, or the posiiion (subjeot to dause 8,8,3);

8,12.3 spoaify the monatary Imit (to be less than $1,600,000) and any other
relavant tarms and oondltlons (such as the tyr)a of oonlraot or purchase for
which the oohiract authorlaation may be provided); and

8,12.4 specify that It Inmedlately ceases upon the employee ceaslng
amployment or malatially changing dulles, or In refaflon to a poesltion, a
malerlal change In the nature of the dutles asslgned to that partiowar position,

8,13 In additlon to any other requirement:

8,131 Cablnet appraval must be ohlaihad for a aoniraot for the purchase of
land whare the axpanditure Involved exceeds $6,000,0001; and

8,13.2 The follawihg approvals must be obtalned for an offlee acsemmodatlon
project whera the aost of the projeot ls;

8,18,2,1 Less than $1.6 milllon: the aontract ls to be approved by the
Chlef Exsctllvs of the Depariment of Planining, Transpor and
Infrastruoture or an employes nominated by the Ghiaf Executlve of the
Dapartment of Planning, Transport and Infrastruolure,

8,13.2,2 $1,8 milllon to less than $48 millon: the cantract fs to be
appraved by the Minlster for Transpert and (nfrasiructure,

8,18,2,8 $45 milllon and avar: the contract Is to ba approved by
Oablnet,

814 A purchase of goads or aatvicas through & purafinge oard may only be made by
an amployse with the authotlty, pursuant to Treasurer's Instruotion 12 Government
. Purchase Cards and Stored Value Cards, ta use the purahass aard,

lus_rofors lo the amount fo be Inoluded [n the co|

on-costs such as stampduty,,  _ _~_ T o T
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Payments and dlshursements

8,46 Unless the publio authorlly's enabling leglelatlon has aiternative spacifio
arrangetments (hal are Inconalatent with this dlause, a paymenl or dishurastment oan
only be made wilh the priar approval of an employas where the employes |6
empowered as follows!

8,481 by an nsirument In wiltlng;

8,16,2 spaclfying the smployas, or the posiilon (subjeot to dlause £,8.3),
monelary limlls {conslstent with clauses 8,18 and 8,17) and other achdltlons,
detarmined as follows:

publfe aulhorly lo be dalermined by
admintslrative unit .
0 the Minlster, or
i1 sny smployae naminated by the Minlster,
ar
{1 any employae neminaled by a Chisf
Exaautive, whare (he Minlaler has autharlsad
ihe Chiaf Exscutive to grant payment
authorigations

publfe authorlly thet Is nat an adminlstrative
unlt 0 the Minlster, or

0 any employes of ?ovamlng authorily
nominaled by the Minlster, or

0 any employae namineled by a Qhlef
Exaoullva or goveming authorlty, whare the
Minlster has authorised the Ohlaf Exaoulive or
govarning authorlly lo grant payment
aulhorisallons

8,18,3 spaolfying thal It Inmedialaly ceases upoh the amployea ceaslng employment
aor materlally changlng dutlas, ,

Administrative units

B,16 A Minlaler may;

8.48.4 nominate the Ohlef Exacutive, or an employss of an adminisiratlve unit
(inoluding an employsa for tha time being holding s spaclited paslilon) to glve
& paymenl authoriaation aubject to any conditiona and for a monetary sium
that does nol excged the graater of:

B.46.4.1 the annual approprielion from Conaolidated Agoount o the
adminisirative unlt, or

8,16.1,2 the amount held In 8 Special Dapeskt Accotint, Deposh
Account ar any other relevant acaounts adminlatered by the
administrailve unll; and

8,16,2 autharlas the Ghlefl Exaculive to naminate an smployas (including an
amployss for the time halng holding & speulfied posiuong’to glve payment

Commerctal In confkloncs Page 33 of 88
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alithorlaatlons subjeof to condllions and not exoseding the monetary limis contalied
In clause 8,161, .

Public authoritles that are not administrative units

8,17 Where, pursuant {o clauae 8,16,2, the Minlstar has datermined that a Chlef
Execullve or a govaming authority of 4 publle autharity that s not an adminlatrafive
unlt may grant payment authorisalions, and the Ghlef Exeauilve or governing
authorlty has nomlnated an employas to grant the payment authorlsatlons, the
employee's menatary imit must not exceed the manatary lImil determlned,
raspaclively, for the Ohlef ExaaUllve or the governing authorlly,

Financlal Arrangements

8,18 An administrative unlt muat not lend monlea to (ar borrow monles from) any
gt};er a{dmlnlatratlve unlt without the approval of the Treasurer o the Treasurer's
elagate,

‘Speglal provision relating to Interest payments

8.19 The appraval of the payment of Inferest by a publle authorlly In aceordance with

the Late Payment of Government Debls (Inlarest) Aot 2013 or a relevant polloy of the

State Government may be glvan by an authatised employes of another public
aulnority providing acoounts pavable services (the service provider public authority)

ulhority providing accounts pavable services (the service provider public authort:

{o the public aulhority,
8.20 The Chlef'Execulive of the service providar public aulhorlty must:

8.20.1 ensure a reqlster Is established and malntalned of speclfied barson

and the holdars of positions authordsad or hominated under clause 8,18 to
ve barllelar financial authorlsations, and any cenditions appliving to the

diving of a flnanglal authorlsation by the specifisd person at holder of a

position;
8.20.2 raview the redlsier at least annually: and

8.20.3 if the holder of & position within the publlc authorlty, rather than a

sbedlfic erploves, Is empowered to dlve the finanolal authorlsatlon, ensure

that only a South Australlan government employee ocouples that position,

Commarels! In conildonoe Papio 04 of 89
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Attachment C — Other Tl Approval Requirements

Reference Details Approval
Reguired
Tl 8, Dabt write-off < $600,000 % Board
5:43:46.14.3 .
T8, Dabf write-off > $500,000 Treaaurel |
5:48,45.14.3
16, 6:42.2; | Debt write-off < $160,000° CEO/ Delegsate of
5:48:3; .| GEO
b6.14,1, 8,14.2
T 6,24 Eebt walver eF-any-armetnt < $600,000 | Board
Ti6.24 Debt walver > $600,000 Treasurer
Tl8, 6.6 Daposit agoounts and banking The Under
Treasrer must
approve opehing
of a spedlal
deposit agaount or
a deposlt asgount
TI 10, 10.4 & | Legal praalitioner costs/expanses Crown Solloltor
TH10, 10,6 must cerllfy
shgagement s *
necessary or that
the agenay's
procadures ahd
conditions for
engagement of
legal procadures
are approptiate.
Advlce was
recslved In 2008
that HomeStart e
axampt from thla
polloy,
TI1, 11,13 | Payment for goods not recelved and | Treasurer
services hot yet rendered of any
amount unless In the ordinary course
of buslness or a deposlt of 10% or
Jassor does hot exosed $26,000 and ls
In the best Interests of SA
Government,

2 On 0 January 2008, (he Traa
thelr portfollo thal are nol depa
walvers greater than $600,000,

31 the lalter dated 21 Augusl 2014 (he Treasurer approvad a
Chlef Exacutiva o approve wrlte-off's whera the dabt owad ls

Augiisl 2044,
@sT,
blo—6 le)

Gommoreclal In confidsnae

aurer wrola to Ministara requesting they diraet ageneles within
rimenta to ssak Tranaurar's approval for debl write offs andlor
This was confrmed In & lelier from {he Treasurar daled 24

vartation fo TI8, authorlsing the
lass than $160,000, ncluding

Pagjo 36 of a8
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Reference

Ti12, 12,7

Details

QGovernment purchase cards and
stored value cards

Approval
Required
CEQ

TH7.41.1

Publlo Sgctor ntlatives (Gonaept
evaluation phase) lessar of standing
authotlty vr $1,600,000

CEQ Offler or
authorlsed officer.

47412

Publlo Seotor Initiatives (Goneapt
svaluation phase), > $1,600,000 but <
$18,000,000

Minlster

TH7.11.8

Public Seotor Initiatives (aahoapt
evaluation phase) > $15,000,000

Cablnet

TIH7.:12.1

Rublic Seotor nitlatives (not previously
Iheluded In a budget appraved by
Gablnet), lesser of standing authonlly
or $4,600,000, and Is < 1% of total
recurrent and oapltal expenditure,

OEO or authorjsed
offlcer,

17122

Publle Sectar Inftiatives (hot previously
Included In a budget approved by
Cablnet), > than $1,600,000 but <
$6,000,000 and Is < 1% of total
reourrent and capltal expenditure.

Minlster

T' 17'12.3

Publle Saotor Initlatives = or > than
$6,000,000 orls = > 1% of tota]
recurrent and capltal expenditure,

Cablhet

Leaslng
guldelines

Leasing arrangements > $100,000
(excapt acaommodation and fit out
costs)

BAFA1

# On 11 Olober 2004, Oablnal mandated SAFA's services Indluding |

SAFA be conuultad for

oxcaeding $100,000,

Fable-of senlenls

Commarelal I conlidence

he raquirement that

all leaslng transactions with & presant valus of lease payments

Prgo 30 of 48
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Attachment D ~ Business Continulty and Disaster
Recovery Plan
Delegated Authoritles Revoked

Once the Dlsaster Recovery Plan s Invoked, all exlsting financlal
authorlsations are revoked, with the excaptions detalled below. This la
fo ensure that all needs and requirements are fully taken Into
gonslderation prior to Incurring expenditure, end thal there ls no
duplication, These emplo?/ees will also be aware of HomeStar!'s aurrent
oash flow position, and will need to be aware of any upcaming cash flow
reguirements,

The GEO ratalne the authorlty to sib delegate any of his delegated
authorlties to any officer of HomeStart during the disaster perlod. Should
the CEO not be avallable, the Board Chalr will be the GEQ's alternate or
the Board may appolnt an Aoting CEO (who will have the the CEQ's
finanolal authorisatlons) or make finanolal authorlsations as consldered
necaseary to any other employee,

{t should-be-noled thatoriy-the CEO/Aeling CEO Hoad-of Strategy;
Chiet_Finanslal-Otfleor-Chioft- Rlek Offlcei-and-Head-of Retail-may
MMMWWWH&S@MMG@E@
approves-biherwlse):

Execeptlons

The following employees retaln most of thelr financlal authotlsations, as
outlined balow,

v CEO » Chlaf Rlak
Offlosr

s Headsof Divislons  «  Chlef Financlal
Offioet

The following amployses retain thelr banking authotlties as outiined
balow (this Js because thase authorlifes attach ta the individual rather

than a partioutar position): _
+ John Ollver ~——FEwa Tomozak
L)
» David Hughes + LisaRlohards
» Olaude Taeygel v Lisa Hrovatin
v Mark Flizgerald + Alldla Case
«—JoshuaPang » _)eoh Watkins
+ Vanessa » _Lyn Foster
Charleswanth v Alyce Jones
(Payrall only)
Gommarslal In confidonca Page 87 of 48
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HomeStart

Board paper O i LN A NCE
Agenda ltem: 1903.5

Tople; Core Loglo Indusiry Data

From: Deborah Dlokson

Date: 18/03/2019

Status: , Noting

1, Background

The following slide pack was provided at a recent Morlgage and Flnanae Assoclation of Australla (MFAA)
event fo which HomesStart senl a number of employees, nformation provided covers housing and real
astate market activily In South Australla, '

2, Dlscussion
Of parficular note Is the general downturn of activly experienced In SA within which first home huyer

activity has Increased, Given the Importance of this group to HomeStart's activities, Board are requested
to note these developments,

3. Recommendation

That the Board hotes the Gore Loglc materlal provided.

Dehorah Dlckson
Head of Retall

Sansltive: Commeralal 115
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Agenda Jtem; 1903,6

Tople: Realisations Fabruary 2019
From: , Deb Dickson
Pate: 19/03/201¢
Status: Noting
1, Recommendation

That the Board notes the following write-offs:

Net loss
after Direct write
Gross unearned Exlsting offWrite
Shorifall Interest provision back
Graduate - 4887430
Appendix
— A ($53,491.53) | ($47,479.30) | $66,933.00 | $9,453.70
Estabillished - 7028212
Appendix
— B ($51,371.56) | ($40,799.36) | $43,176,00 | $2,375.64

Deb Dickson
Head of Retall

John Oliver

CEQ

Commerclal In confldence
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Agenda item: 1903.7
Topic: Brand Strategy Review
From: . . Andrew Mills
Date: 19/03/2019
Status: Noting
1. Background

Since 2013 HomeStart has followed a strategic brand development process through which it has focused

on developlng brand assoclations along the themes of "Sooner”, “Low Deposit’ and “First Home Buyers”.

The process has been run in conjunction with our creative agency, Showpony Advertising,

The first creative execution developed using this process was known as "Jason” and ran from 2013 to June
2016. The "Jason” creative was designed fo lllustrate the idea of "Sooner” and portrayed two young men
near a fridge at a party, rapidly aging while discussing the uniikelihood of home ownership. In 2016 the
creative was refreshed, in line with strateglc brand objectives, which led to the development of the existing
“Future You" executions which are desligned to be positive, aspirational and extendable across multiple
target segments. "Future You" depicts varlous relatable scenarios in which people are informed, by their
future selves, that they can purchase their dream home —~ with help from HomeStart. Two exscutions,
targeting young families and the up and comers, were delivered late 2016 and another two targeting single
parents and influencers delivered in early 2018,

The Future You campaign strategy was intended to normalise the HomeStart brand and shift away from
the perception of lender of last resort’. Bullding in positivity, likeability and relatability, with a slight twist of
humour at the end, was cruclal In order to connect with audiences and align with the tetms "Sooner” and

“Low Deposit’. Appendix 1 illustrates in more depth the link between these creative executions and our

brand strategy.

The purpose of this paper Is to summatise research into the results of the brand strategy in the last five
years, and show how the strategic brand review process has again been used to establish future directions,

2. Discussion

A brand strategy review is a comprehensive analysis to understand the health of our brand and guide future
campaign strategy. The analysls of our brand has three patts;

1. Brand health tracking study
2. Brand ‘spotlight’ review
3. Reputational study

The desired outcome of the review Is to analyse where the brand Is strong and where further foous Is
required, and enable the Marketing team to deliver a brand strategy that will ensure the brand evolves and
bullds equity, over time.
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Brand health tracking study’;
The table below shows a varlety of brand health measures tracked over the life of the current strategy from
2013, It shows prompted brand awareness experienced an upward step change coinciding with the Future
You campalgn in (late) 2016, Unprompted brand awareness and conslderation peaked ih 2017, and the

latest results show lower, albeit still strong, figures,

When viewed across the life of the brand strategy, the resuits achleved are very strong, and demonstrate
the Future You campaigh has exceeded all targets.

Prompted brand awarness

Prompted brand recognition 50-60% 52% 51% 49% 69% 67%
Unprompted brand awareness 12-15% 13% 11% 13% 21% 30%
Prompted advertising awareness | 50-60% 52% 60% 70% 52% 70%
Unprompted advertising | 10-12% 9% 14% 14% 19% 20%
awareness

Unprompted consideration  of >9% 9% 7% 12% 19% 24%
HomeStart

The chart below provides benchmarked findings for the two new target segments with the single parents
segment significantly over indexing for unprompted awareness and conslderation. These two segments
were the targets of the most recent two executions in the Future You campaign, and were not previously
measured separately.

SOONER CAMPAIGN FUTURE YOU CAMPAIGN
93% A
&
77 1%
f«*‘é’*""‘_’“‘“&“\\& Ak
33 - ¢ T Y el (6
51‘6* o if:r'— MM,‘}’Z’M”" 4117, r/:"
J0%
Cid
137 % R i
L]
2014 2015 Mid 2016 Lale 2016 2017 2018 SINGLE | NRUENCERS

w——Unproiipled brand owareness ~+=Prompled brand recognllion ~e=Prompled brand aworeness

Due to the quantitative nature of this study, it doss not provldve conclusive reasoning for the plateaulng' of
results experienced by the "core” campalgn group, however the most Hikely causes are thought to include
advertising wear-out and market conditions. The research agency suggests the variation in most of the

1 Brand health study Is undertaken by Mint Research and results provided to Department of Premier and
Cabinet In HomeStart's semi-annual Campalgn Evaluation Report. Full report avallable upon request.
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results is not statistically significant (i.e. within error margins) but it is significant the campalgn has been In
market for nearly three years with two exectitions being 30 months old, and two that are 12 months old.

Brand ‘spotlight’ review:

The 'spotlight’ review? was first facilitated by Showpony in 2013 and is a process desighed fo gain insights
Into the bullding blocks of our brand, and therefore inform the future strategy. It represented the start of
HomeStart's relationship with Showpony, and thelr strength In brand strategy was a factor in their selection
as our lead creatlve agency. Through late 2018 and early 2019 the ‘spotlight’ process was reviewed and
refreshed. The key result has been a subtle shift in brand values and subsequently, development of a brand
purpose:

We help South Australians find their own place in the world

When this thinking is expanded, and taken from the perspective of an individual, It reminds us that home
ownership [s “"the most obvious and accessible symbol of personal power and achlevement’s, The meaning
of the brand purpose to HomeStart is that by helping South Australians find ‘their place’ it will help bulid
thelr sense of emotional (and physlcal) security, strengthen community connections and despen their own
sense of belonging — and hence their place in the world. It recognizes that a person’s “world" is not
necessarlly geographic (l.e, the purpose is not to be taken literally, as in global) but encompasses the
deeper connections and sense of belonging.

This brand purpose lies at the heart of a ‘brand passport” which Is a key output of the ‘spotlight’ process. It
detalls the building blocks of our brand and underpins the ethos of future marketing and communications
at HomeStart. The brand purpose Is used Internally, between HomeStart and Showpony, as a means of
setting the direction for creative decision making. It is not expected to be used as a consumer facing
message and therefore will not appear in creative executions In a literal sense,

The creation of a purpose Is new In the ‘spotlight’ process and is central to the updating of our *brand
passport’ In 2019. At a practical level, the brand passport provides guldance for future campaigns including
new concepts, key messages, tone, and the visual assets we wish to convey. The Future You creative
leaned heavlly on the brand passport and these attributes can be readily identifted when it is reviewed.

Our new 2019 edition of the brand passpoit has a greater focus on the organization as a collective (as
opposed to an individual, which was more pronounced in 2013}, providing an understanding of what we do,
why we do it and how, The values ~ Providing Opportunity, Financlal Responsibiilty, Soclal Consclence,
Education and Knowledge — are deliberately emative and reflect the maturity of the brand as we understand
the “next job to be done” will incorporate creating deeper connections with our customers, Appendix 2
contains both the 2019 and 2013 brand passports,

Brand reputation research

Showpony conducted brand reputation research in 2013 as part of the initial ‘spotlight' process, As part of
this brand strategy review the research was renewed In early 20194, The purposs of the brand reputation
research Is o measure HomeStart's current brand reputation, with customers, non-customers and brokers,
and set benchmarks to drive future strategy. It also enables HomeStart to identify shifts in brand perception
and assoclatlon since 2013 which provides an insight into campalgn effectiveness,

2 The full Spotlight review is avalilable upon request,
3 Soclal Commentator, Hugh MacKay.
4 The full brand reputation research report avallable upon request.
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The latest (2019) research Identified that:

» Trends In unprompted brand awareness and conslderation amongst non-customers closely mirrors
the brand health tracking study findings, displaying an Increase since 2013 and consistently
performing betier than BankSA and People's Cholce Gredlt Union (sea Appendix 3).

« There has been a stronger association with the terms ‘Low Deposit', ‘Flrst Home Buyers’, and
‘Sooner' (Appendix 4) since the Initial testing In 2013, This shows that our efforts n shifting and
'normalising’ HomeStart assoclations have been working,

» Non-customers have an awareness, but lack a deeper understanding of us (allhough they do trust
us). There Is an apportunity to build on the awareness and despen their understanding about

. HomeStart,

» The key brand altributes when choosing a home loan provider were Trustworthy, Flexible Lending
Criterla, Lower fees and charges (ho LMI) and Flexible Repayment Optlons (see Appendix 5).

» ‘Trust as a brand attribute, featured highly by respondents and presents an opportunity to leverage
our high assoclation with it. Other brand attrlbutes inherent in our produoct offer are valuable and
significantly differentiated from the market: we leverage them to help bulld understanding

» Brokers have a good understanding of both the HomeStart offer and needs/prlorities of our
customer target but feel our processing and approval turnaround times are slow and cumbersoma,
They perceive HomeStart as expensive option, which presents an opporttinity to create a ‘stronger
alignment with the core brand altributes — Trustworthy, Flexible Lending Criterla, Lower fees and
charges (no LMI) and Flexible Repayment Options, It shows we can better articulate our value for
the broker, and customer,

Overall conclusions

The three key pieces of work In the brand strategy review show that desired shifts in awareness and
assoclation with the brand have been achleved since we started this process in 2013, It shows our brand
is in a good position. Now with the ‘spotlight’ update completed there is an opportunity to extend these
gains in coming years particularly through converting awareness Into a deeper understanding of what
HomeStart means, and demonstrating how it has value. The next steps will be to synthesize the reputational
research, brand health and spotlight review to develop a comprehensive communications strategy for FY20,
which will include setting the directions and objectives for new creative executions.

3. Recommendation

That the Board notes resulis of three key elements in the brand strategy review process will be used to
develop future campaign strategy.

Andrew Mills
Head of Stralegic Development

N-ANCE
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Appendix 1: Detailed Greative Strategy
The Future You campaign creative highlights:

s The creative delivers a problem/solution scenario with a positive outcome - as opposed to the Jason
execution in which nelther party was able to purchase a home as they aged. The new oreative style
delivers a “common slice of life” situation and Is relatable by that target market.

¢ The scenarlos take place during the day glving a bright and warm tone to the overall adverts.

« Throughout the adverts there is consistent use of the HomeStart visual brand assets which includes
the blue colour, house logo and font and logo.

» The wardrobe style was contemporary and the talent were dressed as hard working, every day South
Australians, .

» Across the four adverts, there was consistency in the opening scene of every execution to ensure the
dialogue ocours outside of an aspirational house for that target segment,

» The voice over talent has remained the same and a unique HomeStart jingle has been introduced and
used across the four executions.

» Every advert provides a distinct platform that can be ampilified across other channels including radio,
outdoor, saclal and digital channels and at events,
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Appendix 2 - Brand passports

2013 Brand Passport

ouTaouLs

I AM I AMIN THE
— BUSINESS OF -
Homesta Flnance.

Getting peopls nlo hiome
- —_— ownership soenet
AT THE HEART
OF MY DNA
lam an becdlatator,
WHAT I BELIEVE IN
Transformallon aimpildily Catlaboration Finbnclat Rexponsibllity
Hd{ln people Being floxfble, easy Dullding external Raxponsfblelend(n?la
davelop Ananclal o d2a1 with shd jeducing pattnershipz and ganatate 2 retumn fof
ndepondanco thiaugh campaxity tn everyihing Internal teamywork. the Gerernment of
hetne ownetship, wado. Sctilh Avsivalla,

2019 Brand Passport

BRAND PASSPORT

WE ARE WE ARE IN THE BUSINESS OF
HOMESTART FINANCE . THAKING HOME OWNERSHIP A REALITY FOR MORE PEOPLE [N HORE WAYS

WHY WE EXIST - OUR BRAND PURPOSE
Y/E HELP SOUTH AUSTRALIANS FIND THEIR PLACE IN THE WORLO

HOWWE DO IT THE BENEFIT FOR OUR CUSTOMERS
NHOVATIVE HOME LOAN PROGUCTS AND SERVIGES GEY INTO YOUR OWN HOME SOONER

WHAT WE BELIEVE (N - OUR VALUES

PROVIDING OPPORTUNITY FINANGIAL RESPONSIBILITY ~ SOCIAL CONSCIENGE EDUCATION & KNOWLEDGE

Cetret o llomeStats Mendplomtsesa deshis  HomeStalt fs an othlcal end Wusted fon HlomeStalli prowdof T status as a financlay Ve bullere Intha impoctatr.e of eduzation
{r&g?;&;m‘x%ﬁﬁ;? wethie  yoampronlder Durfocus oo finaneal Ttiutienvitha welet eonsslice Ve z?gﬁﬂ;;ﬁ;?“ﬁsﬂ“ﬁﬁ !‘r:‘:" :('g‘}m
q’uthﬂs(s,lwres!mdrauann 1 6f ruspansbiGty means e aienol by 3 believe 1 tha solo of home ormelshpas o mzmuoqrd»en;yim mu'?m«e mlpemmn
Innonliva atd tnigue stoducts and setvces (reed o mardmiss (evserntas al ail costs, v pikkof il the Saath Austrathan lsantendscapa
Mmmﬂpsw"i!\uwlgah‘;'wwf" fecus 8 60 putafnalie terding lo andih ualitfibdde of Sodh Austiala s Wrokalo o cutlomatsmrdlhe
L BT s s ooy b omsantsaiatie (O e

H ‘“""{,;;\;"‘,‘2}:;&:5‘.?,‘};“"},; fetuin for tha Coveinment of South asinoy becoming ahine qimet. HomeStan s piows
sppatfunlty fos is slafl thiugh piofestnt Austigtia, ol outpasilion 83 8 "stegplng son helpng
Bevelopmerd, carect prograssion and being 3 South Austialians ¢ries thaheme loan

tecogalsed emploger of (holes, mubal whibeanfidinee.

g on epp
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Appendix 3: Unprompted hrand consideration

A. Brand health tracking study results 2018

Providers considered

Comngorgkﬂaallh ANZ NAD HomeSiar BanksA Vostpao PaoplosCholee CU ING Ditgok Aussle Home Loans
o]
o o 1] o
B. Reputational study results 2019

woswos  [VONGUSTONERY|

*Whan /1f you viare I the tarkat for & homa loan, which of the follawlng finance compantas did / wauld yau considar? (setaet all that apply)*

Neis? t» 180
fa— : Eeova — ORI, o
Py £ PP — bankw H B
g : o ) i
2 | e @ ]
pesatiss 4 "ot Heseirerivy o wl-
@ Vot J— s Akbiﬂl’?l . Y - ) Bencpn pak
tomasotac Fratareiien 2 HomBiag . N !
¢ " n 1 -t . o= Horl, LIS ] [T ;o m‘.-
bankﬁﬂ S ; . — e — Westpac , |
Pttt B K I e |
_— o — LI . . - e o
) Dbz Bk o - : BaendBok -
[E S odb A" §sle : : byl R
wmon - A Wl PIAANSS : o2 Hortgape | m! -
ANZ\”( . WWiestpac ] = —-— . %’:Chn{:u Cot
~ . ; Ll ! L1 e | ; i
s ! ronl reritabe b ' jorve e
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Appendix 4: Word associations with HomeStart Finance

Non-Customers 2013 Non-Customers 2019
} w160 He)2]

wrustod

Felandly

Gel Starlus
Avcussible
Heome Loans

Nothing-Don

Sonth Austealan

Government
atashiile fady
Good Helpful
HiI literest fistas
Brokers 2013 Brokers 2019
Hatd im80

Help Get Started
Helpful Government

Non-commerclal
Alternative

s LOW Deposit

Unique Non-Bank Necessary High Doe
First Home Buyers
Galaway Goud People Niche
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Appendix 5: Reputational research findings for brand attributes
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Agenda item: 1903.8

Topic: Retail Division Board Update
From: Deborah Dickson
Date: 19/03/2019
Status; Noting
1. Backgréund
' ( Following Is an outline formlng the basis of discussion on HomeStart's Retall Division.

2. Discussion

1. Recent result highllghts
a, Overall activity highlights and pipeline growth
b. Broker channel results and developments

¢ Credit management (arrears and hardship) results

d. Customer SLA and service resulls,

2. Improvement activity and Initiatives underway
a, Aussle on boarding
b. Broker orlginations improvements
¢. Lender Governance model
d. Exception Identification and streamlining

3. On the horizon
a, Distribution considerations

3. Recommendation

That the Board notes the above outline of toples for discussion.

Deborah Dickson
Head of Retall
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HOMESTART ALCO

. The meeting to be held at 9.00am on Tuesday, 19 March 2019
in the HomeStart Finance Boardroom, Level §, 169 Pirie Street, Adelaide

AGENDA

Welcome and apologies — Andrew Kennhedy
Conflicts of interest

Minutes of previous meeting
- 19% February 2019
- Action List

Economic Update
SAFA Update
Papers/Presentations

Approval.
1903.1 Treasury Policy Review
-1903.2 Hedging Strategy Review

Noting:

1903.3 Treasury Reports — February 2019
1903.4 Asset Quality Reports - February 2019
1903.5 Arrears Analysis Report

1903.6 Loan Portfolio Stress Testing

1903,7 Economic Update ~ GDP & State Final Demand
1903.8 ALCO In Camera discussion
Any Other Business
Close
Distribution:

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

External; Andrew Kennedy, Director, Treasury Services — SAFA

Don Munro, Manager, Client & Advisory Services - SAFA

Internal: John Oliver* Deb Dickson
David Hughes* Leon I (minute taker)

* ALCO member
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Minutes of Asset & Liability Gommittee Meeting held on Tuesday, 19 February 2019
in the HomeStart Boardroom, Level 5, 169 Pirie Street, Adelaide

PRESENT

ATTENDEES

Chris Ward (Chair)
Darryl Royans
Carmel Zollo

John Oliver

David Hughes

Deb Dickson

Leon Watkins

Andrew Kennedy (SAFA)
Don Munro (SAFA)

Tricia RO inutes)

The Chair opened the meeting at 9.00am.

CONFLICTS OF INTEREST,

There were no new conflicts of interest.

MINUTES OF PREVIOUS MEETINGS

The minutes of the previous meeting held on 18 December 2018 were confirmed as an accurate record.

ACTION LIST

There were no items on the Action List,

ECONOMIC UPDATE

' ( David Hughes .spbke to the circulated document "Economic Update — February 2019” and provided a general
sconomic update, Points to note Included;

The RBA has left rates on hold; there is now little expectation of an Increase in the cash rate before
February 2020 at the earliest

In a speech on 6 February to the National Press Club after the cash rate decision, the Governor
suggested It was now a 50/50 bet as to whether the next rate movement was up or down, a
significant change from previous statements

Equity prices declined and credit spreads Increased late In 2018, but these moves have since been
partly reversed with most forecasters no longer expecting a further tightening of monetary policy in
the United States

The number of properties listed In South Australia has declined

Credit conditions remain tight and are likely to stay that way for the foreseeable future following the
release of the Royal Commisslon report and political uncertainty as we lead up to a federal election
South Australia's unemployment rate Is 6.8%; wage levels have remained flat across December
with further statistics due out later this week
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SAFA UPDATE

Andrew Kennedy provided an update on market conditions, Polints to note Included;

* Wage growth is above inflation and GDP, adding it s difficult to maintain growth In a country that
has the highest minimum wage of a developed economy

o Andrew also noted that South Australla’s unemployment rate is over the national average due to Its
population growth of only .7% and high percentage of an older population

e Despite the media coverage, eastern states housing prices have 'corrected’ and remain above

. 2015 figures

s SAFA completed its 2018/19 funding program last week; short-term funding is the current focus

» Credit conditions started the year weak, however there has been a turnaround in the last few
weeks

» The State government is continuing to fund jobs via small business

Approval Papers
1902.1 ALCO Charter Review 2019
Minor wording changes have been made to the Charter,

ALCO approved the ALCO Chatrter.

1902.2 Credit Sub-Committes Charter Review 2019

There are no changes to the text of the charter, only effective and review dates have been updated.
One change will be made to the Charter - 3. Membership “The BCSC comprises twe three members
of HomeStart’s Board, appointed by resolutlon of the Board.” '

ALCO approved the Credit Sub-Committee Charter, subject to the minor amendment above.

1902.3 Refinancing Limit

David Hughes spoke to the paper. Treasury Policy 4 (Refinancing Risk) specifies that HomeStart's
debt subject to refinancing in the next twelve-maonth period, is to be limited to 40% of total debt
outstanding. The current level of refinancing over the hext 12 months Is 32% which comprises
working capital (currently $333.8m) and $300m of borrowlngs maturing in August 2019. There Is a
further $275m of debt maturing on 24 February 2020 which wilf result in the refinancing level
exceeding 40%.

Restoring refinancing to within the fimit would require restructure of debt into a longer dated
maturlty which would most likely be November 2023 consldering the current maturity profile of the
debt portfolio, Management proposes that this be deferred until there Is clarity on funding costs
from July 2019. it is estimated that the level of refinancing on a rolling 12 months would be around
46% when the February maturities fall within twelve months this month and Increase to 48% in July
2019 allowing for portfolio growth.

Following discussion, ALCO members stated their preference to not allow the refinancing limit to
increase to 48%, whilst appreclating managements desire to confirm funding costs,

ALCO approved HomeStart to exceed its refinancing limit to 46% until the March 2019 ALCO meeting, at
which options for restructure of debt will be considered.
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Agenda ffem: 1903.7
Topic: Brand Strategy Revlew
From: i . Andrew Mills
Date: 10/03/2019
Status: Noting
1. Background

Since 2013 HomeStart has followed a strategle brand development process through which it has focused
oh developing brand assoclations along the theres of "Sooner”, "Low Deposlit” and “First Home Buyers”,
The process has been run In sonjunction with our oreative agency, Showpony Advertising,

The first oreative execution developed using this process was known as "Jason” and ran fram 2013 to June
2016, The "“Jason” creative was deslgned to lllustrate the idea of "Sooner” and portrayed two young men
near a fridge at a party, rapldly aging while disoussing the unlikelihood of home ownership. In 2016 the
creative was refreshed, In line with strateglo brand objectives, whioh led to the development of the existing
“Future You" executions which are deslghed to be positive, aspirational and extendable across multiple
target segments, "Future You" deplots varlous relatable seenatlos In which people are informed, by thelr
future selves, that they oan purchase their dream home — with help from HomeStart. Twe executions,
targeting young familles and the tp and comers, ware dellvered late 2016 and another two targeting single
parents and [nfluencers delivered In early 2018,

The Future You campaign strategy was Intended to normalise the HomeStart brand and shift away from
the perceptlan of ‘lender of last resort’, Bullding In postivity, likeabliity and relatabllity, with a slight twist of
humour at the end, was cruclal In order to connect with audlences and allgn with the terms “Sooner” and
“Low Deposit'. Appendix 1 tllustrates In more depth the link between thase creative exscutions and our
brand strategy.

The purpose of this paper Is to summarise research into the results of the brand strategy in the last five
yeats, and show how the strateglc brand review process has agaln hest used to establish future directions,

2. Discussion

Abrand strategy review Is a comprehensive analysls to understand the health of our brand and gulde future
campalgn strategy. The analysis of our brand has three parts;

1. Brand health tracking study
2. Brand 'spotilght' review
3. Reputational study

The desired outoome of the review Is to analyse where thd brand is strong and where further foous Is
required, and enable the Marketing team to deliver a brand sirategy that will ensure the brand evolves and
bullds equity, over time.
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Brand health tracking study’;

The table below shows a varlety of brand health measures tracked over the life of the current strategy from
2013, It shows prompted brand awareness experlenced an upward step change cofnalding with the Future
You campalgn In (late) 2016, Unprompted brand awareness and conslderation peaked in 2017, and the -
latest results show lower, albelt still strong, figures,

uuuuuuuuu

When viewed aoross the life of the brand strategy, the resulls achieved are very strong, and demonstrate
ihe Future You campalgn has exceeded all targets.

Prompted brand awareness 80-85%

Prompted brand racognitlon 50-60% 52% 51% A9% 69% 67%
Unprompted brand awarenass 12-15% 13% 11% 13% 21% 30%
Prompted advertising awarenass 50-60% 52% 60% 70% 52% 70%
Unprompted advertising | 10-12% 9% 14% 14% 19% 20%
awarenass

Unprompted consideration of >9% 9% 7% 12% 19% 24%
HomeStart

The chart below provides benchmarked findings for the two new target segments with the single parents
segment slgnificantly over Indexing for unprompted awareness and conslderation, These two segments
were the targets of the most recent two executions In the Future You catmpalgn, and were not previously

measured separately,

SOONER GAMPAIGN FUIURE YOU CAMPAIGN
3% 0%
orz/ﬂi___._ﬁ% b .
('77» 117%
el 0
537 s 195 e - T 40% U1A
OUM"““‘_‘_’HMH,MJW [ &
a0%
1% a
[ ]
2014 2016 MId 2006 Late 2014 217 2018 SNeLE | INAUENGERS

~—Unprampled brand awaraness «+=Prompled biand jecagnillon =e~Plompled brand awaranass

Dus to the quantitative nature of this study,
results experienced by the "oore” campalgn group,

it doss not provld'e conclusive reasonlng for the plateaulng' of
however the most likely causes are thought to Inolude

advertising wear-out and market conditions. The research agency suggests the varlation In most of the

1 Brand health study Is undertaken by Mint Researah and results provided to Department of Premier and
Cabinet In HomeStart's seml-annual Campalgn Evaluation Report. Fulf report avallable upon request,
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results is not statistloally slgnifleant (l.e. within error margins) but It Is signifioant the campalgn has been In
market for nearly three yaars with two executions belng 30 months old, and two that are 12 months old,

Brand ‘spotlight’ review:

The 'spotlight’ review? was first facliitated by Showpony In 2013 and Is a prooess desighed to galh inslghts
into the bullding blocks of our brand, and therefore inform the future strategy. It represented the start of
HomeStart's relationship with Showpony, and thelr strength In brand strategy was a factor In thelr seleotlon
as our lead oreative agency, Through late 2018 and sarly 2019 the ‘spotlight’ process was reviewed and
refreshed. The key result has been a subtle shift in brand values and subsequently, developrment of g brand
purpose;

We help South Australfans find thelr own place In the world

When this thinking Is expanded, and taken from the perspective of an individual, It reminds us that home
awnership [s “the most ohvlous and accessible symbal of personal power and achlevement’®, The meaning
of the brand purpose to HomeStart Is that by helping South Australians find ‘thelr place’ it will help bulid
thelr sense of emotional (and physloal) securlty, strengthen communily connections and deepen thelr own
sense of belonging — and hence thelr place In the world. It recognizes that a person’'s "world” Is not
hecessarlly geographlc (l.e. the purpose is not to be {aken literally, as in global) but encompasses the
deeper connections and sense of belonging.

This brand purposa lies at the heart of a ‘brand passport” which I8 a key output of the 'spotlight’ process, It
detalls the bullding blocks of our brand and underpins the ethos of future marketing and communications
at HomeStart. The brand purposa s used internally; hetween HomeStart and Showpony, as & means of
selting the direction for creative deolslon making. it Is not expected to be used as a consumer faclng
massage and therefore will not appeat In creative sxecutions In a literal sense,

The creation of a purpese Is new In the ‘spotlight’ process and Is central to the updating of our.‘brand
passport' In 2019, At a practioal fevel, the brand passport provides guldance for future campalgns Including
new gohaepts, key messages, tone, and the visual assets we wish to convey, The Future You oreative
teaned heavily on the brand passport and these attibiites can be readlly ldentified when it Is reviewed.

Our new 2019 editlon of the brand passport has a greater foous on the organlzation as a collsotive (as
opposed to an Individual, which was more prohounced In 2013), providing an undsrstanding of what we do,
why we do [t and how, The values ~ Providing Opportunity, Financial Responsibility, Soolal Gensolenos,
Education and Knowledge — are deliberately emotive and reflect the maturlty ofthe brand as we understand
the “next job to be dane” will Incorporate creating desper connhections with our customers. Appendix 2
contains both the 2019 and 2013 brand passports,

Brand reputation research

Showpony conducted brand reputation research In 2013 as part of the nitial ‘spotiight’ process. As part of

_ this brand strategy review the research was renewed In early 20194, The purpose of the brand reputation
research |s to measure HomeStart's aurrent brand reputatian, with customers, non-customers and brokers,

and set benchmarks to drive future strategy, [t also enables HomeStart to ldentify shifts In brand peroeption

and assoglatlon since 2013 which provides an Insight inte campaign effeotiveness,

2 The ful Spotlight raview s avallable upon request,
3 Soclal Commentator, Hugh MaoKay.
4 Tha full brand reputatlon research report avallable upon request,
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The latest (2019) research ldentifted that:

»  Trends In unprompted brand awareness and conslderation amongst non-customers olosely mitrors
the brand health tracking study findings, displaying an Increase since 2013 and consistently
parforming belter than BankSA and People's Cholce Gredit Unlon (see Appendlx 3),

« There has been a sironger assoclation with the terms ‘Low Deposit, ‘Flrst Home Buyers', and
‘Sooner* (Appendix 4) since the Initial testing In 2013, This shows that our efforts In shifting and
‘normaltelng’ HomeSlart assoolations have beeh working.

» Non-customers have an awareness, but lack a deeper understanding of us (although they do trust
us). There Is an opporiunlty to bulld on the awareness and deepen thelr understanding about

. HomeStart,

» The key brand altributes when choosling a home loan provider were Trustworthy, Flexible Landing
Crlterla, Lower foes and charges (no LMI) and Flexible Repayment Options (sea Appendix B).

» ‘Trusl as a brand allribute, featured highly by respondents and presents an opportunity to leverage
our high assoolation with It, Other brand atlributes Inherent in our produot offer are valuable and
stgnificantly differentiated from the market: we leverage them to help bulld understanding

« Brokers have a good understanding of both the HomeStart offer and needs/priorities of our
customer target but feel our processing and approval turnaround times are slow and cumbersome,
They percelve HomeStart as expenslve optlon, which presents an opportunily to oreate a‘stronger
allgnment with the core brand allributes — Trustworthy, Flexible Lending Criterla, Lower fess and
charges (no LMI) and Flexible Repayment Optlons, It shows we can better articulate our value for
the broker, and customar,

Overall conslusjons

The three key pleces of work In the brand strategy review show that deslred shifls In awareness and
assoclation with the brand have been achleved since we started this process In 2013, It shows our brand
ls in a good position, Now with the ‘spollight' update completed there ls an opportunity to axtend these
gains In coming years particularly through converting awareness into a deaeper understanding of what
HomeStart means, and demonstrating how It has value. The next steps will be to syntheslze the raputational
research, brand health and spotlight review to develop a comprehensive communloatlons strategy for FY20,
which will Include seting the directions and objectives for new creative executlons.

3. Recommendation

That the Board notes results of three key elements In the brand strategy review prooess will be used to
develop future campalgn strategy,

Andrew Mills
Head of Strateglc Development

......
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Appendix 1: Detailed Creative Strategy
The Future You campalgn oreative highlights:

« The creatlve dellvers a problem/solution scenarlo with a posltive outcome - as opposed to the Jason
executlon In which helther party was able to purchase a home as they aged, The new oreatlve style
dellvers a “sommon silee of life” altuation and Is relatable by that target market.

» The scenarlos take place during the day giving a bright and warm, tone to the overall adverts,

» Throughout the adverts there Is consistent use of the HomeStart visual brand assets which Inoludes
the blue aolour, hause logo and font and logo. ’

» The wardrobe style was contemporary and the 1alent were dressed as hard working, every day South
Australlans, .

» Aoross the four adverts, there was aonsistenay in the opening scene of every exscution to ensure the
dialogue ocours outslde of an asplrational house for that target segment.

« The voloe over talent has remalned the same and a unigie HomeStart jingle has been Introdused and
used across the four executions,

» Every advert provides'a distinet platform that can be amplifled across other channels Inoluding radio,
outdoor, soclal and digital channels and at events,
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. Appendlx 2 - Brand passports

2013 Brand Passport
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2019 Brand Passport

BRAND PASSPORT

' WE ARE : WE ARE IN THE BUSINESS OF
HOMESTART FINANCE . MAKIHG HOME OWNERSHIP A REALITY FOR MORE PEOPLE N MORE VIAYS

WHY WE EXIST - OUR BRAND PURPOSE
V/E HELP SOUTH AUSTRALIAWS FIND THEIR PLACE IH THE WORLD

HOWWE DO IT THE BENEFIT FOR OUR CUSTOMERS

INHOVATIVE HOHE LOAN PRODUGTS AND SERVICES BET INTO YOUR OWA HOME SOONER
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Appendix 3: Unprompted brand conslderation

A. Brand heaith tracking study results 2018
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Appendix 4: Word associations with HomeStart Finance '

Non-Customers 2013

Non-Customers 2019
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Agenda item: 1903.8

Topic Relall DIvislon Board Update
From; Deborah Dickson
Date: 19/03/2019
Status; Noting
1, Background

Following Is an outline forming the basls of discussion on HomeStars Refall Division.

2. Discussion

1. Recent result highlights
a. Overall aclivity highlights and pipsline growth

b. Broker channal results and developments
¢, Credll management (arrears and hardship) restilts
d, Customer SLA and service resulls,

2. Improvement activity and [nitlatives underway
a. Aussle on boarding
b. "Broker origihations improvements
o. Lender Governanae mode}
d, Exgeplion ldentifleation and streamlining

3, On ‘hé horlzon

a, Distribution considerations

3, Recommendation

Deborah Dlokson
Head of Retall

“That the Board notes the abova outline of toplas for discussion.
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HOMESTART ALCO

. The meeting to be held at 9,.00am on Tuesday, 19 March 2019
in the HomeStart Finance Boardroom, Level 5, 169 Pirie Street, Adelaide

AGENDA

Welcome and apologies ~ Andrew Kennedy
Conflicts of interest

Minutes of previous meeting
- 19 February 2019
- Actlon List

Economic Update
SAFA Update
Papers/Prasentations

Approval:
1903.1 Treasury Policy Review
+1903.2 Hedglng Strategy Review

Noting;

1903.3 Treasury Reports ~ February 2019

1903.4 Asset Quality Reports - February 2019

1908.5 Arrears Analysis Report

1903.6 Loah Portfolio Stress Testing

1908.7 Economic Update — GDP & State Final Demand

1903.8 ALCO In Camera dlscussion
Any Other Business
Close

Distribution:

Chrls Ward, Deputy Chair (ALCO Chalr)*  Darryl Royans, member®
Carmel Zollo, member* Jim Kouts (alternative member)

External:  Andrew Kennedy, Director, Treasury Services — SAFA
Don Munro, Manager, Client & Advisory Setvices - SAFA

internal; John Oliver* Deb Dickson
David Hughes* Leon minute taker)

* ALGO member

Sensitive; Commeralal
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of SERR A Wna 3 ENANCE

Minutes of Asset & Liability Gommittee Meeting held on Tuesday, 19 February 2019

PRESENT

ATTENDEES

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

Chrls Ward (Chalr)
Darryl Royans
Carmel Zollo

John Oliver

David Hughes

oon

Andrew Kennedy (SAFA)

Don Munro (SAFA)
Trlcla minutes)

The Chalr opened the meeting at 9.00am.

CONFLICTS OF INTEREST,

There were no new confliots of Interest,

MINUTES OF PREVIOUS MEETINGS

The minutes of the previous meeting held on 18 December 2018 were confitmed as an accurate record.

ACTION LIST,

There were no ltems on the Action List,

ECONOWMIC UPDATE

David Hughes 'sp'oke to the dlroulated dooument "Econoimic Update — Fabruary 2019" and provided a general
scoriomic update, Points to note Included;

.

The RBA has left rates on hold; there ts now little expectation of an Increase In the cash rate hefore
February 2020 at the earllest

In a speach on 6 February to the National Press Club after the cash rate declslon, the Governor
suggested It was now a 50/60 bet as to whether the next rate movement was up or down, a
slgnificant change from previous statements

Equity prlces declined and eredit spreads Increased late In 2018, but these moves have since been
partly reversed with most forecasters no longer expecting a further tightening of monetary polley In
the United States

The number of properties listed In South Australla has declined

Credit conditions rermaln tight and are likely to stay that way for the foreseeable future following the
release of the Royal Commisslon report and political uncertainty as we lead up to a federal election
South Australla’s unemployment rate Is 5.8%; wage levels have remalned flat across Dacember
with further statistica due out later this week

Sensitive; Commeralal




SAFA UPDATE

Andrew Ketinedy provided an update on market condltlons, Polnts to note Included;

¢ Wage growth Is above Inflallon and GDP, adding It Is diffloult to malntaln growth in a country that
has the highest minimum wage of a developed econotmy

» Andrew also noted that South Australla's unemployment rate fs over the natlonal average due to Its
population growth of only .7% and high percentage of an older population

¢ Desplte the media coverage, eastern states housing prices have ‘correoted’ and remaln ahove

, 2015 figures

«  SAFA completed its 2018/19 funding program last week; short-term funding Is the sutrent focus

. Cre?lt condltions slarted the year weak, however there has been a turnaround in the last few
waeks ,

» The State government Is continuing to fund Jobs via small husiness

Approval Papers
1802.1 ALGO Charter Review 2019
Minor wording changes have been made to the Charter,

ALGO approved the ALCO Gharter,

1902.2 Credit Subh-Committee Charter Review 2018

There are no changas to the text of the charter, only effective and review dates have been updated,
One change will e made to the Charter - 3. Membership “The BCSC comprises #we three members
of HomeStarl’'s Board, appointed by resolution of the Board,” '

ALCO approved the Credit Sub-Committee Charter, subfect to the minor amendment above.

1902.3 Refinancing Limit

Davld Hughes spoke to the paper. Treasury Polley 4 (Reflnancing Risk) speclfies that HomeStart's
debt subect to refinanclng In the next twelve-month perlod, is to be limited to 40% of total debt
outstanding. The ourrent ievel of reflnancing over the next 12 months Is 32% which comprises
worklng capital (currently $333.8m) and $300m of borrowlings maturing in August 2019, There s a
further $275m of debt maturing on 24 Februaty 2020 which wiif result In the refinancing level
exceeding 40%.

Restoring refinancing to within the limit would require restructure of debt Into a longer dated
maturity which would most likely be November 2023 consideting the current maturity proflle of the
deht portfolio. Management proposes that this be deferred untll there is clarlty on funding costs
from July 2018, it Is estimated that the level of reflnanoing on a rolling 12 months would be around
46% when the February maturlties fall within twelve months this month and Inorease to 48% In July
2019 allowing for portfolio growth,

Following discusslon, ALCO members stated thelr preference to not allow the refinancing limit to
Increase to 48%, whilst appreclating managements desire {o confirm funding costs,

ALGCO approved HomeStart to exceed jts refinancing llmit to 46% until the Mareh 2019 ALCO meeting, at
which options for restructure of debt will be considerad,

Sensitlve: Commeralal



Noting Papers
1902.4 Treasury Reports — December 2018 and January 2019

Leon “spoke to the paper. Points fo note Included;
. 8 Inolusfon of compliance reports for December 2018 and January 2019 were noted

o Ahigh bank balance during the last week of December 2018 was due fo customer payments
being made whilst the offloe was closed

ALCO noted the report.

1802.8 Asset Quality Reports ~ Dacember 2018 and January 2019

Leon*epoke'to the paper. Points to note Included;
. rears Ihcreased In December 2018 and January 2019, in part due to seasonal factors and

axtra repayments due [n January

« The 80+days arrears continue to decline :
There were elght realisations for the months December and January; noting action is not
taken on MIP propertles over the Chrlstmas petlod

s Year-to-date [osses are 17% below the actuary level

» ltwas noted of the twenty potenttal shortfall properties i MIP for January 2019, three are In
the metro area and seventeen are In reglonal areas

ALCO noted the report.

1902.8 Loan Portfolio Stress Testing
Davld Hughes spoke ta the paper stating previous results have been presented as at a polnt In
time, however it Is now belleved to be more appropriate to review these results as they change
over time, Thls would glve a mors accutate positlon on whether our portfollo Is becoming mare or
less exposed to capltalisation, using the same varlable assumptions, at differing polnts in time,
As a result, the Intention s to modify the reports, using the same varlables, at December 20185,

2016, 2017 and 2018, The development of these reports and the analysls thereof is still underway
and will be avaliable to be presented at the March meeting

ALCO noted the report.

Leo-/olned the }neetlng at 9.42am,

1802.7 Country Lending Review
Leo*poke to the paper highlighting this review was predominantly allgning systems to
polloy, The new process also allowed for the Incluslon of metropolitan as well as country areas
and the Inslusion of some new categoties, Leo piovided an overview of the capabillity of using
Power Bl to get graphical data out of the data warehouse that also Incorporates 2016 census data,
It Is anticipated future reports will be live out of the data warehouse,

ALCO noted the teport,

Loo [ ert the meeting at 9.59am.

OTHER BUSINESS

No other business was ralsed,

Sensitlve; Commeralal



The Chalr closed the meeting at 10.00am,

NEXT MEETING

The date of the next Asset & Llabllity éommlttee meeting Is Tuesday, 19 March 2019, commencing at 9:00am, at
HomeStart Finance, Level 6, 169 Plrle Strest, Adslaide,

CHRIS WARD

CHAIR

HOMESTART FINANCE
{ /20
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Agenda ftem; 18031

Toplo: Treasury Pollcy Review
From: David Hughes
Date; 19/03/2019
Status: Approving
1, Background

Management are responsible for the dally management of funding and Interest rate risk exposures, In
accordance with polloy limlts set by the Asset and Liabllity Commilttes, as a sub-committes of the Board.
Each year, The Asset and Liabillly Committee review and approve any changes o these policy limis.

We have re-drafled the previous Treasury Master Document into a standard polley format and Inserted i
into the review calendars conslstant with all other polloy doouments,
We have renamed it Treasury Polloy whioh Is more representative with iis nature,

We have also added the Objective, Scope and Roles & Responsiblliities, agaln consistent with all other
policy documents,

2 Discusslon

There have been o changes to the substance of the polioy from what was reported In the Treasury
Master Dooument,

The changes made last year to:
Include GBA as a potential counterparty
Reset tha derlvative limit from $800m to 1.5 times the exposure

have been Included In this revised polioy.

3. Recommendation

That the Committee approves the Treasury Polley.

David Hughes
Chlef Financlal Offlcer
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1. Background

The management of funding and Interest rate risl management has been delegated to management on a
dally basls by the Asset & Liabllity Committee, a sub commlttee of the Board.

The Asset & Liabliity Committee review and approve policles within which management can operate
wlthout reference back to the ALCO Commlttee, unless pollcy limlts are reached, at which time, Asset &
Liability Committee approval Is required or the position corrected.

This policy sets out the operating parameters wlthin which management can act,

2. Objective
The objective of this polley Is to provide management with the authorlsed limits, within which to act.

3. Scope C

This policy applies to all debt Instruments taken out to provlde funding for HomeStart Finance, as well as
any financlal transactions to protect Interast rate risk, ‘

4, Roles & Responsibilities | :

%0

TR Nl
RPeRiIsRE
i

Treasury Spediallst Enters Into now arrangements with approval from CFO

5, Detall

5.1. Treasury Policy 1 - Approved Instruments |

5.4.1, Overview

Management of funding and interest rate risks within HomeStart requires accass to a range of treasury
related products and Instruments, However, this should be restricted to an Identlfled list ta ensure that
HomeStart Is not committed to Inappropriate transactions.

5,1.2. Responsibility

Asset & Llabllity Committee and delegated to Executive Committee for implementation,
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2

The Chlef Executive Officer or Chlef Flnancial Officer will approve all Forward Rate Agreements, Futures &
swap transactions. '

The Chief Executive Officet and Chlef Financlal Officer have delegated authority to ralse new debt up to
HomeStart’s borrowing limit. The Asset & Liabllity Speclallst and Senlor Bustness Analyst have delegated
authortty to horrow up to $10 milllon of new debt and to enter Into approved FRA, futures & swap
transactlons with SAFA. The Finance Team Leader, and Finance team members undertaking the dally cash
requlrement process have delegated authorlty to borrow up to $5M of new debt,

5.1.3. Current Policy
Instruments to be used to manage Homestart Finance’s treasury exposures are as follows:
Investments!

- cash deposits only Borrowlngs:

- flxed Intarest rate debt, up to 15 years to maturity

- floating rate debt, up to 15 years to maturity

«  short<term borrowings, up to 365 days to maturlty

~  all borrowings to be done fram SAFA
Working capital facllity with SAFA
Forelgn Exchange:  None

Commodities: None

Derlvatives:  There [s a combined maximum derlvative limit of 1.5 tlmes the exposure from Flxed
Rate loans and Shared Equity loans,

Forward Rate Agreements and Futures:

- will only be used to hedge /reduce HomeStart's Interest rate risk and vary repricing
characteristlcs of lts debt, as per strategles

- amaximum time to FRA settlement of 6 months

- amaximum FRA tenor of 6 months

~ maximum maturity of bank bill futures contracts not to exceed 12 months
- all FRAs and futures will be dealt through SAFA

Swaps!

Fixed/Floating

- willonly be used to hedge Interast rate exposure In relation to fixed rate assets

- amaxlmum maturlty of 5 years (to hedge fixed rate loans)

= amaximum maturlty of 15 years (to hedge the Breakthrough Loan and Shared Etuity Option
Page | 5 of 14 For Officlal Use Only
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products)
« all swaps will be dealt through SAFA

Floating/Floating

- will only be used to hedge deht repricing profile
- amaximum maturity of 3 years

- all swaps will be dealt through SAFA

Additlonst Apptroval from Asset & Liabllity Committee Is required for any addltions or
alterations to the above list

5.1.4, Review Responsibllity
Asset & Llabllity CommIttee, each March
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5.2, Treasury Policy Z - Counterparties

5.2.1. Overview

Cash deposlts made by HomeStart generate a direct credit risk against the counterparty, while off-
halance sheet transactions may generate credit rlsk agalnst the counterparty depending on the nature
ofthe Instrument and subsequent movements In market rates. Thls pollcy outlines the limitations that
are Imposed on HomeStart with respect to counterparties,

5.2.2, Responsibliity
Asset & Liability Committee and delegated to the Chief Financlal Officer for Implementation,

5.2,3. Current Pollcy
Approved Investment counterpartles are as follows:
®  South Australlan Government Fnancing Authotlty

*  Westpac Banking Corporation

*  Commonwealth Bank of Australia
All debt transactions must be undertaken with SAFA

Counterparty credit limits are determinad as follows:
*  SAFA: unlimited

5.2.4. Review Responslbillty
Asset & Liabllity Commlttee, each March,
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5.8, Treasury Policy 3 - Interest Rate Risk

5.3,1, Overview

A key ohjective of HomeStart's treasury functfon Is to ensure that open Interest rate positlons are
managed appropriately. This policy also specifically deals with the Interest rate cap risk In the
HomesStart lending portfollos.

5,8.2. Responsihillty
Asset & Liabllity Committee and delegated to the ExecutiveCommlttee for Implementatlion.

5.8,8, CurrentPolicy

» All llabllitles and derivatives are to be reported on a Treasury Dashboard for review by the
Executive Committee weekly, .

» No fixed Interest reset on any borrowing or Investment beyond five years Is parmitted,

» The Chlef Executive Officer Is to be notifled Immediately In the event of unrealised losses on
FRA's and futures exceeding $250,000,

» Fixed rate home loans earn a fixed rate of Interest for a specified perlod of up to five
years, which means that the repricing petlod Is also up to five years, These home loans
are funded by the general pool of HomeStart funding, which has a much sharter
repricing parlod, In order to meet the needs of HomeStart's portfolio of varlable rate
home loans. Advantage loans written before March 2014 which are repald prior to thelr
fifth anniversary are Interest free, and can therefore be treated as fixed rate loans,
earning a rate of 0%, The Breakthrough Loan and Shared Equity Optlon may be treated
as fixed rate loans with maturity buckets out to 15 years. Consaquently HomeStart
extends the repriclhg perlod on part of its funding, using flxed/floating swaps.

» HomeStart's variable rate home loans have a repricing perlod of 15 days, but some of Its
variable rate debt fundlng may have repricing periods of up to 180 days, In order to
manage thls risk HomeStart may occaslonally enter Into basls swaps In which it recelves
a varlable rate cashflow based on the three or slx month bank bill tate, and pays a
variable rate cashflow based an the one month bank bill rate, Both the volumes dealt
and matk-to-market movements of basis swaps are llkely to be small. HomeStart Is
comfortable with this Instrument being treated as "“falr value through P&L? provided
that this does not Jeopardise Its capaclty to treat them as cash flow hedges If thelr
volume grows to the polnt where mark to market varlations are sighificant,

> Hedge effectiveness will be assessed prospectively and retrospectively, semi-annually in
accordance with the relevant Australian Accounting Standards, whereby the followlng
terms of the hedging Instrument match that of the hedged ltem represented by a
hypothetical derlvatlve:

»  Notlonal amount
o Maturlty date

s  Reset basls
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»  Fixed Interest rate

" The portion of the galn or foss on the hedging Instrument that Is determined to be an effective
hedga shall be recognlsed directly In equity, The Ineffective portion of the gain or loss on the
hedging instrument shall be recognised In profit or lass. Monltoring of effectiveness will take
place on a seml-annual basls however the measurement of Impacts will be accounted for via
Journal entry each reporting perlod semb-annually.

e HomeStart enters Into bank blll futures and FRA transactlons from time to time to redress
short term mismatches In the asset/llabllity repricing profile, These transactlons are
undertaken for hedging purposes, but the volumes tend to be relatlvely small with the
mark to market movements also relatively small, Consequently HomeStart Is comfortable
allowing these to ba treated as “falr value through the P&L” provided that this does not
Jeopardise our capacity to treat them as cash flow hedges If thelr volume grows to the

" polnt where mark to market variations are significant.

‘ ( 5.3.4, Review Responsibliity
Asset & Llabllity Committee, each March,
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5.4, Treasury Policy 4 - Refinancing Risk

5.4.1, Overview

The purpose of the refinancing policy is to ensure that HomeStart does not have an excesslve funding
requirement on any glven day, ot during a month or year, which may jeopardise the capaclty of both
HomeStart and the State of South Australia to ralse funds on reasonable terms.

5.4.2, Responsibllity
Asset & Llability Committee and delegated to Executive Commlttee for Implementation,

5,48, Current Policy

> HomeStart's debt subject to refinancing In the next 12 month perlod Is to be limited to
40% of total debt outstanding.

> HomeStart's debt subjact to refinancing in any subsequent rolling 12 month perlod s to be
Iimlted to 40% of total debt outstanding,

» HomeStart’s debt subject to refinancing during the current calendar month oy the next
calendar month Is to be limited to 30% of total debt outstanding,

> HomeStart’s debt subject to refinancing on any day during the current calendar month or the’
next calendar month Is to be limited to $100 milllon excluding floating rate notes issued
agalnst SAFA ‘select lines’ and the balance of Working Capltal,

5.4.4. Review Responsibility
Asset & Liabllity Committee, each March,

page | 10 of 14 For Offlclal Use Only

HomeStart Binance does not aceapt any lfabliity for misinformatlon, injury, loss or damags incurred by use of or reliance on the Information
provided In this print copy, To avold risk, refer to the most up-ta-date varslon on the HomeStart Finance Intranet,

18



5.5, ,Treasury Policy 5 - Cash Management

5.5,1, Overview

Prudent management of HomeStart's balance sheet requires that It hold a level of cash, which Is
reasonable In light of Its potential short-term cash requirements, cost of funds, relnvestment capablllty
and alternate sources of liguldity,

5.5,2, Responsibility
Asset & Liability Committee and delegated to Executive Committee for Implementation,

5.5.3, Current Policy

HomeStart’s funding Is currently provlded' exclusively by SAFA, This relationshlp Is governed by a
borrowing limit and a Cllent Services Agreement dated 17 December 2002, As this currently gives
HomeStart ready access to a significant volume of liquidity, there Is little pressure to hold large cash
reserves,

HomeStart's day to day hanking Is currently undertaken using a spedlal deposit account (SDA) with Westpac
Banking Corporation which may change to CBA at a future date, Westpac currently charges & market rate
for any overdrawn balances, which Is the Unarranged Lending Rate (ULR), Credit balances earn the monthly
. BBSW rate plus 0.45%, calculated daily and credited monthly. HomeStart’s policy is to target a dally cash
balance of approximately $1.5M.

In the case of a llquldity crisls the Executve Commitee will make a decision on ceaslng any further
appravals, Current approvals will be funded with repayments from mortgages. The tlsk of a liquidity
crisls Is mitigated through the Cabinet approved borrowlng limit, updated by agreed Operating
Paramaters with Department of Treasury and Finance,

5.5.4. Review Responsibility
Asset & Llability Committee, each March,
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5.6, Treasury Policy 6 - Level of Short-Term Debt

5.6,1, Overview

This policy defines a minimum level of short-term debt, which should be held to manage short-term
llquidity risk with regard to HomeStart's net cashflow. The aim is to hold enough short-term debt which
can he retired early should a surge Ih net cash-In oceur, This should avold the need for eatly retirement
of committed rate funding, which attracts an early retirement fee,

5,6.2, Responsibility

Asset & Llabllity Committes and dalegated to Executve Commitiee on the followlng proviso; the forecast for
the leval of short-term debt Is to be included, each month, In the ALCO papers, As long as the Asset & Liabllity
Commlttee approves the forecasts the responsibillty will lle with the Executive Committee, In line with the
recommended and approved funding strategy,

5,6,3. Current Policy

The level of Short Term debt be held In line with the monthly funding strategy & cash liquidity forecasts,
which have been approved/noted hy the Asset & Liabllity Committee,

Short-term debt Is defined as a debt Instrument with a remalning term to maturity of less than or equal to
365 days,

5.6.4." Review Responsikility
Asset & Liabllity Commlttee, each March,
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5.7, Appendix - Reporiing ‘
The Asset & Liabllity Committee should recelve, as a minimun, the following reports:-

H

5.7,1. Monthly

> Statement as to whether Treasury Policles have been complied with, and If not, which
polley Is not complied with, why and what actlon Is planned to rectify the non-compliance.

» A proposed funding strategy should address:

*  action to be taken for forecast daily cashflows
*  possible strategles for FRA and futures transactions
*  possible strategles for swap transactions

*  other action to be taken to comply with Treasury Polley 6
> Schedule of Outstanding Debt showling:

*  assets in yearly maturlty buckets
*  debt In maturity buckets
% derlvative transactlons In yearly maturity buckets
*  amount of Short-term debt
*  amount of Long-term debt
*  welghted average Interest rate
» Market Value Report provided by SAFA for debt and derlvative transactléns, with repayment
values calculated with ‘mld-prices’,

» Maturity Ladder showing compliance with Treasury Palicy 6 for:

*  maturltles for current month and next month
*  maturitles for rolling 12 month perlods

*  the reflnancing of forecast maturltles

*  compllance with approved borrowlng Iimit

*  amount of short-term facllity, if In place

®  gverage dally cash balances for the month

> Liquldity Report showing:
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*  gctual cash flows for current month, detallad forecast for next month and monthly
cash projections for hext twalve months

» Unreallsed galns/losses on all forward and off balance sheet transactlons.

5.7.2, Review Rasponsibility
Asset & Liablilty Committae, each March,
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Agenda item: 1903.2
Tople: ' Hedging Strategy Review -
From; ) Davld Hughes
Date; ‘ 19/03/2019
Status; Approving
' 1. Baskground

HomeStart's funding from SAFA Is priced at floating rates and under Treasury Polloy 3 (Interest Rate
Risk) HomeStart manages Its Interest rate risk relating fo fixed rate asset exposures by entering Into
interest rate swaps to convert future varlable interast payments Into fixed Interest payments, The asset
exposures comprise fixed rate loans, the former Breakthrough loan whish has a fixed facllity fee and new
Shared Equity Option (8EC) which has ho faallity fee.

Thae objective is to maintain margin between the eaming and funding rate, HomeStart currently hadges
the posltions as close as practioable to 100% and repotts monthly hedging activity and positions by
maturity buoket, The last review of the hedging strategy was approved by ALCO at March and Aprll 2018
mestings with a review scheduled for 8 months after Initlal settlemant of SEQ loans (from June 2018),

2 Discussion
The current approved hedging strategy for Interest rate risk Is: 1

) Fixed rate loans
: { v To hedge exposures from 1 year to 3 years

» Posltions up to 8 months may remaln unhedged given the short timeframe and low rigk in
terms of uncertalnty and term :

» For exposures 8 months to under 1 year, consider the current outlook of cash rates and
the Iikelihood of a cash rate Inorease (using forevasts In ALCO reports and market data)

Shared equlty loans .

» Management be glven a discretion to hedge the porifollos within a tardet hedging range
of B0% to 100%

» That same prinoiples for exposures Under 1 year apply as for standard fixed rate loans

« That the Breakthrough and SEO portfollos he sombined In assessing the hedging targets

» That the projected paydown rate for the SEO be Inltially set using the expetience of the
Breakthrough loan v .

» That the target hedging range be subject to an annual review or be reviewed sooner in
the event of a substantlal change in financial market conditions,

L ALCO papers 1803,2 and 1804.1

, ' Sensllive: Commeralal 93



ALCO committee paper

“Buraion of hedge | Maximum of 3 years

Projected d!soharga / amor(lsaﬂon

@ HomeSta.rt

of loln;"}\'mﬂm. ok

rate (ourrent assumption up to 14
years)

offset from break-cost

Certainty of term High — most run to flxed rate term Lower — determined by customer
behaviour / loan life )
Prepayment risk Customer may he llable for break- | Review of repayment assumptions
mitigation cost for exl! / dischatge or New loans oan reduce polential
repayments over $10,000 pa over-hedge positions
Hedglng risk Low - shorler duration and potentlal | Higher - longer duration and

uncertainty of customer repayment
behavlour resuiting In under or over
hedged positions

The objective of hedging these pdsitions Is to manage tlsk by providing greater stabllity of margin from
changes In Interest rates. Hedglng of fixed rate loans [s relatively siralght-forward In terms of certainty
and risk. The charaateristios of the shared equlty products make hedging outeomes less certain (Including
longer duration and greater potentlal for varlatlon to the hadge position) and require further conslderation
In developing a hedge strategy, An under-hedged position has potential exposure to a raduced het
margin in event of rlslng Interest rales and an over-hedged positlon has potentlal exposure to a reduced
net margin In event of falling Interest rates, While an over-hedged position can be offset by new lending,
there Is stlil exposure 1o a reduced margin If interest rates fall between the time of taking oul the hedge
and settlement of new loans,

Maraging the hadging risk of share squity loans relies on estimates of future portfolio repayment rates to
determine the level of hedging positions over time, The following graph compares remalning
Braakthrough portfolio (% of orlginal settled) by year settled to he hedge lavel under cuirent assumptions
used to determine hedging. The line on the graph shows the hedge level relative to the portfollo
remaining (% on RHS soals),

Breakthrough portfollo hedge level comparlson
100,0% 150,0%
90,0% 140,0%
80.0% 130.0%
700% s - - 120,0%
60,0% 110.0%
50,0% < 1000%
40,0% 90.0%
30,0% 80.0%
20,0% gl 7o0%
10.0% 60.0%
0,0% . . . K =Rk a 50,0%

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 Total

s % portfollo remalng weme Modal hedge loval  —#==% hadged (RHS)
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In overall portfollo terms the modal assumptions appears rellable as the theoretioal hedge level (at 89%)
Is close to the actual portfolio level, However there Is some volatility acrosa the portfollo with over- ’
hedglng (136%) ocourring In 2010 settlements and to a lesser extent from 2012 to 2015 (108% to 120%)
and slight under hedging (90-95%) In 2016 and 2017.

Analysls of repayments over the last 24 months has showed some slowing In repayments although It Is

variable by year of origination with higher repayment levels experlenced In partioular for 2010 and 2016
seltlements which have contributed to the over hedged posttion for these petlods. Varlations by perlod

are more Important than the overall hedge position as they determine the duratlon of hedges requlred to
match Interest rate positlons. ,

Sinoe flrst setflement of SEO loans {h June 2018 the portfollo has grown to $2.4m which has beeh offsat
by $3.7m reduction from paydown of the Breakthrough portfollo which Is a net dealine of around 2.7%.
However, as indicated above the paydown of the Breakthrough portfollo recently has been lower than
ptojectad, This reduces the liellhood of belng over-hedged on a comblined positlon for these portfolios
although thers are over-hedged positions for some perlods, The practice of combining the Breakthrough
and SEO portfollos allows this to be managed as new SEO lending exposures cah offset the over-hedged
positions.? Over-hedged shared aquity positions could also be offset by hew fixed rate loans although
this Is limited as flxed rate loans have a maximum tern of 3 yeats,

At the time of approving the current strategy early in 2018 the cash rate was at historlcal lows and the
consensus view was that the next move would be up, albelt some time off, This posltion was much the
same throughout 2018 with concerns about the lack of wages growth and risks to global growth pushing
tha timing out for a rate Increase. In recent weaks the risk factors have become mora prominent and the
RBA Governor has Indloated there Is now more of a balance between the likelihood of a tate out and a
rate rlse. This has resultad in a reduction of swap rates, partloularly beyond the 1 year term,

- In the current seenarlo of low market rates and potential growth from the new SEO product to offset any

over-headed posltions, it s expected that hedging would be undertaken at a level closer to upper end of
the target range. HomeStart currently hedges the positions as close as practicable to 100% but a lower
hedge cover may he recommended where! )
« The portfolios have a low growth rate or are at risk of declining at a rate that would resuit In
positions belng over-hedged or
» ft\)ﬂarke;t rates move so that It Is assessed as llkely that the cost of hedging would exdeed the
snefits, ‘

The foous of hadging Is risk management to provide stabliity to (rather than maximize) Interest margin.
The ratlonale for allowing a {arget range and review process for hedging Is to provide some discretion and
abllity to mitlgate hedging rlsk (as desaribed In the table and discusslon on the previous page) under
different portfollo and market conditions. Also it Is recognlsed that when Interest rates are stable (as
currently when the last aash rate move was in August 2016) there (s a low risk In malntaining short term
positlons and so discration has been allowed In the current and proposed strategles. :

2 Although as stated earlter, there Is silll exposure to a reduced margln If interest rates falling between the

ime of taking out the hedge and settlement of new loans
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The siratagy proposed below Is simllar to that recommended previously but with some simplification and a
hedge range added for fixed rate loans for consistenoy and clarlty In measuring compllance,

Fixed rale loans
« To malntain hedglng levels within a target range of 80% - 100% 38
+ To hedge exposures from 1 year to 3 years
» To provide a discretlon to management on hedging positions of less than 1 year having
r‘egarfd the lavel of rlsl In terms the exposure and likelihood of a cash rate Increase over the
time-frame

Shared eqully loans

s+ To malntaln hedging levels within a target range of 80% ~ 100% *

» To provide a disaretion to management on hedging positions of less than 1 year having
regard the level of risk In terms the expusure and likellhood of a odsh rate Inorease over the
time-frame

« That the Breakthrough and SEQ porifollos he comblned In assessing the hedging targets,

The sharad aquity portfollos will be subject to ongolng review and analysls to monltor trends and
variability In portfollo repayments levels by perlod and over time, This will be facllitated with proposed
developments to data warehouse reporting, The projected paydown of the SEO portfolio was sel inlllally
using the experlence of the Breakthrough loan. As there have been ho repayments on this portfollo to
date the review process will Inolude a reassessment of the projected paydown of this porifollo.

The hedging strategy and ranges will be subjeat to an annual review or be reviewed sooner In the event
of a substantial change in finanalal market conditions. Any recommendatlon to set a lower target range
would take account of HomeStart's risk appellte, market condltlons and a more detalled assassment
Inaluding quantification of the risks,

2The range allows for lag betwsen loan originatlon and settling hedges
4 A wider range has beah provided to allow for the greater risk of over-hedging Including longer duration
and uncartalnty of customer repayment behaviour ,
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3. Recommendation
That the ALCO approves the follow hedging strategy for managing Interest rate rlsk:
1, Fixedrate loans;

» To maintair hedging levels within a target range of 80% « 100%

+ To hedge exposures from 1 year to 3 years

v To provide a discretion to management on hedglng positions of less than 1 year having
regard the level of tisk In terms the exposure and likellhood of a cash rate Inorease over the
time-frame

2, Shared equity loans:

» To malntain hedging levels within a target range of 80% ~ 100%

« To provide a disoreflon to management on hedging positions of less than 1 year having
regard the lovel of sk In terms the exposure and likellhood of a cash rale Increase gver the
fime-frame ‘

3, Use a cotnblned portfollo approach to hedglng the shared equity products and offset over-hedged

and under-hadged fixed rate assel positions

That the ALCO notes addltional strategles for managing hedging risk ncluding:

L

L]

Further analysls and reporting of rapayments of shared equity portfollos will oscur to monltor,
review and refine the hedging position of these portfolios

The hedging strategy will be subject to an annual review or be reviewed sooner in the event of 4
substantial change in financial market condltions

Over-hedged shared equity postitions may be offset by new fixed rate loans (although {imited to
the tetm of fixed rate loans up to 3 years), '

Davld Hughes
Chief Finanodlal Offloer
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Agenda item: 1603,3

Taplo! Treasury Reports ~ February 2018
From; N David Hughes
Date: 16/03/2019

Notlng

Status}

1. Discusslon

Funding Update .

Net borrowlhgs Inoreased by $7,7m aver Febtuary and hew awaps totalling $7m wete settled to hadge fixed

rate lending,

The ourrent funding strategy.ls to!
s Flnanas new horrowlngs through working oapital and review the potential restruature of short term debt

into FRNs

»  Continue to undertake awaps to manage the position on fixed rate lending,

Summary of funding at the end of February 2019

Fuhding Rate Margin G/fee Total Value
Waorking oapltal 1,84% 0.06% 1,38% 3.26% 341,666,640
FRN 221% 0,08% 1,64% 3,81% 1,647,000,000
Total 2,14% 0.06% 1.81% 3.71% 1,088,666 640
Cash antd swap rate forecasts
Cash rate Mar *18 Jun 18 Sep 19 Dec ‘19 Mar ‘20 Comment
ANZ 1.60 1,60 ) Rise In Q3 2020
CBA 1,80 1.80 50 Rlse In Q4 2020
NAB 1,80 1,60 1.00
WHEC -~ 1.60 1,60 1,00
SAFA 1,80 1.B0 1.80
HomeStart 1,80 1,60 1.60
Reutets poll 1. 1,60 1,60 1.80 1,60 Flat to Q3 2021
araoaat movamenta are highlightad,
3 yrswap Current | Mar’19 | Jun*9 | Sep ‘19 | Dec 89 | Mar ‘20
SAFA 178 1.80 1,80 2,00 2,00 2.25
HomeStart ' 1,86 £0 1,80 1,96 2.00
Changes to HomeStart's mortgage rates over the period
Start Rate Date Rate Date Rate
Vatlahle® 1 Feb 6.39
1yr fixed ' 6,19
2yt fixed ‘ b.38
3yr fixed ! 5,49

Commeralal In confidence
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SAFA FRNs » TRADER MARGIN TO BBEW
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Cost of Funds

Nel Intarest marging Improved during February unwinding soms of the Inorease In BESW over December and January,
Marglne should improve further over the ooming manth with reprlsing al 8 lower BESW of around 1,86%,
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HomeStart Portfolio Summary

The reset period for loan assets was 16 days compared to 16 days for funding.

There were $7m of swape settied during Februaty to hedge fixed rate loans:
« $4m maturingIn 1 year at 1.88%

« $2rm maturing In 2 years at 1.88%

$1m maturing In 3 years at 1,83%

$8.6m of the uncovered amount for fixed rate positions relates to projected maturities that are
less than 1 year,

Physlaal Deals Astets Swaps - Varlanse
Up to 1 year to repticing (varlable rate) 1,046,870,976 hia’
Up to 1 year to repricing (fixed rate) 187,870,666 148,600,000 8,870,666
Mota than 1 year, up to 2 yesrs 71,250,666 70,000,000 1,260,666
More than 2 years, up to 8 years 20,967,170 18,000,000 . 2,067,170
More thah 3 veats, Up to 4 years 5,440,998 7,000,000 - 1,669,002
More than 4 years, up to & years 3,870,082 3,000,000 870,082
Mote than b yeais 9,910,740 10,000,000 - 80,260
Fixed rate total 268,810,31_1_ 256,500,000 12,310,311
Total 2,214,681,287 :
Average rate 5.0600% “23205%

Average resetdays 16,1
= = =t = - e _‘%af_t R I AR

Physleal Deals » Liahilitles
Working oapltal 341,556,640
06-Aug-2019 FRNs  [+28.00bp] 300,000,000
24-Feb-2020 FRNs  [+38.00hp] 276,000,000
20-May-2021 FRNs  [+86,09bp] ° 560,000,000
22-8ep-2022 FRNs  [+38.55bp] 522,000,000
Total 1,988!556,540
Average rate 2.2651%
Guarantee fee 1.5073%
Short-term debt 816,666,640 46,09%
L.ong-term debt 1,072,000,000
Average reset days 14,6

HomeStart's Derivative Limit Is currently $403.2m
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Market Value Report

Traded marglns daecreased In February resulting In an [norease In the market value of

debt,
Historlcal Market Value of Physleal Deht
Perlod Book Value Market Value  Profit/(Loss) | Asset Book Value

Feb~2018 1,818,963,143  1,823,668,979 -4,695,836 2,048,429 664
Mar-2018  1,636,934,849  1,838,311,146  -1,376,296 2,063,086,857
Apr2018  1,860,021,807  1,854,278,640 3,356,642 2,083,657,088
May-2018 1,868,621,880  1,870,879,021 2,267,141 2,099,471,626
Jun-2018  1,899,547,643  1,901,876,014 2,328,370 2,116,345,235
Juk2018  1,912,663,884  1,9158,002,466 2,338,581 2,133,802,944
Aug-2018  1,926/412,023  1,828,633,367 ~2,120,434 2,146,497,718
Sep-2018  1,936,089,638  1,937,698,923 -1,609,285 2,166,291,763
Oct-2018  1,048,563,246  1,950,387,714 1,784,469 2,172,618,376
Nov-2018  1,969,013,018  1,961,140,117  -2,127,100 2,184,101,687
PDec-2018  1,979,665,378  1,981,335,808  -1,670,431 2,200,025,911
Jan-2019  1,082,886,696  1,086,081,704  -3,195,109 2,207,738,196
Feb-2019  1,990,240,947  1,994,090,486 -3,849,638 2,214,681,287

Commetalal In confldenae
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Refinancing Profile

Worklng eapltal Inoreased by $7.7m to $341.6m at month-end, The level of debt
refinancing over the next 12 monthe Increased to 48.1% (above the 40% limit) with
$278m of February 2020 debt now Inoluded as shortertn,
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Current level of short term debt Is $916.6M or 46.1% of total borrowings

Bank Balance ($m)
This month l.ast month
Monthly Average 2,18 2.87
High ' 3.8 7.36
Low 1.01 1,38
. WQF Balanoe ($m)
Monthly Average Rate 1,900% 1.900%
Monthly Average 337,74 328,11
High 343,66 387,22
Low 334,62 321,11
Borrowing limit ($m) 2197.0 2197,0
Actual borrowings ($m) 1988.8 1980.8
Unused limit ($m) 2084 216.2

Gommerolal In aonfldence
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Cash Management Liquidity Graphs .
The nhet funding requirement for the month was $6,7m which aligned with the forecast, Pt

The bottom graph shows & net borrowlng requlrement of $446m over the next 12 months,
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All polloles were complied with as at 28 February 2019 apart from rafinahcing over the next 12 months
hie Is helng reviewsd ky ALCO,

whish exoseded 40% from 24 Februaty 2019,

Gategory $Sub Qategory Limlt Posltion Polloy
| strataglo Operating

Borrowing limit | $2.197b $1,088h Paramoters
Borrowings flxmegxgmgma%get\migabt 16 yoars hla Troasury Pollay 1
Borrowings mngmgrm?a‘ggﬁé” 15 years 38years | |reasury Polloy |
Borowings Ek;ggt;}&rymbﬁqrgmlggs 366 daye 1 day Treasury Polloy 1
Derlvatives | Value - % exposure 180% 9b.4% | Treasury Poloy f

y FRAS ~ maximum time Treasury Pollay 1
Detivatives to setllement 6 months h/a
Derlvatives Q?‘ﬁ? - maximum 6 months hia Treasury Rolloy 1

Futures » maximum : Traasury Palloy 1
Detlvallves maturlly 12 maonths nla ‘
Fixed rate asseta »
Swaps maximum maturlty Byra 2.9yr8 Treasury Palloy 1
Swaps %Z?(qemdufrmtgtarlty 18yrs 10.8yra Treasury Polioy 1
Refinancing lm%ﬁm"ebt 40% 48,1% Treasury Pollay 4
Reflnancing Eﬂﬂmuﬁg/mz;)t 40% 28,8% Treasury Polloy 4
Reflnanoing | ourent and next 30% 172% | Treasury Polloy 4
Refinancing Dally maximum * $100m © 80 Treasury Polioy 4
Amount requlred to
Shorttarm dobt | Minimum levsl covar het expacied $342m Treasury Polloy 8
oash [nflows

¥ Excludes FRN selsot lines & warking capltal

Gommardlal in confidence
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3, Standing Data

Average APRA Rlsk Welght (3yr Avg) 50.8% Down from 60,6%
Capital Adedquaoy (3yr Avg) 12.8% Down from 13,8%
Cost of Capltal 8% " No phange
Capltal Reprice Perlod (days) 30 No change
Varlable rate [can - Isstle margin 0.3602 No change

4, Recommendation

That the ALCO Committea notes the treasury reparts for February 2019,

Davld Hughes
Chlef Finanolal Offlcar
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Tople: Asset Quality Reports » February 2018
From: Pavid Hughes

Date: 19/03/2019

Status: Noting

1. Background

The comimentary and attachments provide a monthly repart of loan asset performance. The hehchmark
used In projected wrlts-off isvels and benchmarke are actuary based loss projections, Inoluding a
prudential mergin!,

2. Discussion

Credlt loss report

The oredit loss report pravides a comparison of projested and actusl losses based on time since
otlgination, The following Is a summary total of the detalled report for December with compatlsans to last
year's result for the full year,

($m) Total LYR Feb19 YTD

Witte-offs (gross) $3,748 $0.105 $1.418
Aatuary expeoted $2.000 $0.227 $1.816
Actual to expectad 124.4% 48.1% 78,2%

Oredlt loases over Fabruary were well below under the actuary expeated and the average amount for the

- ourrent year, Yeanto-date losses are now 22% (17% last month) below the avtuaty level compared to

24% above for last year's result,

I A 25% prudentlal margin has been added for seftlementa from Aprll 2008 fo Juhe 2011

Ganwerolal In vonfidenca
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Arrears activity
_Whlle aireats 30+ days Inareased In February, It was less than anflolpated as the seasonal adjuated
measure moved down, The 80+ days moving average malntalned lts level of 0,70% In February.

Arrears percentages In loan value terms

& Ariears by Valia 2078 Nov F07iDew 7019 Jan
30+ Daye Avresrs 717 B IR P 5.05%
A0+ Taya Woving Av 17 I .72 1.80%
% Towne wiEkita Payment | AB8TH T RE% 27 A0%

T SO VPN I SO WO

‘&aagonal Faotor TR 1,007 L
30+ Day Seagon/ Aa] 174% T84% 2,00%

---------

B Baya Arioare | TOES% ] CO7@% U GERO%

Eo?D“Eiﬂhb‘vlig?\“vﬁ“ S R v R R 7 AR W 7

Shifts In number of loans by months of Instalments In arrears

T Ronma W Arenrs | @0 Nev | 2098 Dea 2078 Jun 20649 Fab

v e .:| JRURUVAIION R -;i_f_ IPRN R 134 128 Y s ...., IR
S g e g ] e i g

e i

B
B
0
7

7 3L S
de R R S R e P T RS R el G s it

Key movements for tha last mohth:

» Loans { month and over up by 12; total arrears numbers up by 70
+ The number of loans 3 months and over In arrears up hy 3,

Thera has been a bulld up of atrears under 1 month duse to tinimal extra payments ih December and
none In February, This |s expsoted to reduces in the ooming 3 months,

Oommerclal In confidance
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By loan value
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Update on Graduate loan arrears
The update for this month has heen caversd In & separate papet,

Write-off and realisation reporis

Write-offs ($) # LYR Feh19 CYR

Loana reallsad (no) 71 2 30
Wilte-offe ($) - gross $3,742,881 - $104,868 $1,418,789
Average gross $82,717 $62,481 $47,202
Aotuary projeated wioffs ¢ $3,009,086 nla $2,714,766
Balanae remalning $0 nla $1,296,007
Remaining balanve/mth o nfa $324,002
Potentlal shortfalls » gross 1,408,891 $1,966,440 hla
Potetitlel shorifall no, 24 71 na

There were a total of 2 reallsations for the months February at a gross loss of $104,863, Three new
potentlal shortfall was added for February at a gross shortfell totalling $160,162 with the highest amaunt
for & country property located In Whyalla Nortle,

3. Recommendation

That the ALCO Comittee hotes the asset quality reports for February 2019,

Davld Hughes
Chlef Finandlal Officar

2 Inaludes voluntary sales
8 @ross for the full year - determined on the actuary projeated loss ievels plus prudential margins

Commeralal in sonfidanca
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Agenda item; 1803.8

Toplo: Arrears Analyals
From: . Pavid Hughes |
Date: 18/03/2019
Status: Notlng

1. Background

An arrears analysls paper ls scheduled In the reporting calendar for presentation to ALCO In March and
September, Thls analysla foouses on outrant arrears levels with benchmark comparlson soross channal,
product factity and loan purposs, Unlase Indloated otherwlse, arrears are measured by the total loan
balanoe of loans In arrests as a parcentage of partfollo value,

2. Discusslon

The analysls covers arrears by loan age as at February 2018 with benchmark caloulations used to
sompare how the varlous portfollos are petforming relatlve to & base portfolle, The arresrs measure used
Is 1 manth and over as this provides a broader Indleator of laahs with potentlal to default, This report
govers camparisan s follows: '

» Chanhel - Broker sourced loans with a benchmark of non-broker sourged loans

+  Product - Gradusts, Low daposit and Nunga loans with the behohmark stendard loans

» Loan purpose — Bstahlished, construation and reflnance with the behshmarlk belng all loans,

2.1 Broker channe! loans

The following graphs shows a compatison of arrears for broker sourced loans Using hon-broker loans as
the hase partiolio for the latest month and 12 months ago, The maximum benchmark period selectad Is 9
vaars ad this oovera most of the petlod over which hroker loans have besn orlginated,

Gommarolal In gonfidance
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February 201 9
Arrears henchmark by loan age - Broker
12,000% . . T o P
10,000%
8,000%
6,000%
4.000%
2.000% B 0.84190.901561:040%1,012
ooy, WE Ba B : g2 B B2 B 8 R B K
oyrs Ayrs 2yrs 3yrs Ayrs Syrs 6yrs 7yrs Bwyrs 9yrs Grand Actual Bmark Actual Bmark
Total Syrs  Byrs - 9yrs  9yrs
wmcm Arokers  k=ERa Non-Broker  ~—Portfollo
February 2018 . e e e
Arrears benchmark by loan age - Broker
10.000%
9,000%
8,000%
7.000%
6,000%
5.000%
4,000%
3.000%
2.000%
1.000% 'Gﬁoo/quao%oﬁﬂﬁ%‘].ﬂﬂq%
0,000% Al IS e | !
Oyrs Lyrs 2yrs 3yrs Ayrs Byrs 6yrs 7yrs 8yrs 9yrs Grand Actual Bmark Actual Bmark
Total Syrs  Syrs  9yrs  9vyrs
== Brokers =i Non-Broker  ———Portfollo

Commarelat In confidenca

44



N.C:E

ALCO committee paper o SV

Sl EENA

The elements of the graph are as follows;

v The bars show ourrent arrears levels by oategory for loahs by age In years to 9 years

» The blus line shows current overall arrears of all loans setiled

v The grand total s the combined arraats for all loans th the age buckets Up to age 9 years

» The four right-most aaluring compare the actual and benchmark figures for broker loans with the
henchmark aaloulated by applying the nan-broker arrears levels by loah age to the broker
portfollo value distribution, The benchmark Is therefore the overall atrears jevel that hroker would
be If thay had mirrorad the non-broker loans arrears by age,

Kay obsarvatlons from the results!

» The airears position s compared uslng the henchmark figures rather than the overall arrears

- level, This remaves the affect of the broker porifollo belng skewed slgnifleantly to younger loans
which experlence lowar arreats,

» The somparlson of hroker latest loan arrears te benohmarks show that they are preforming better
for loans aged up to & but are slightly higher for 8 years,

+  The fallowing table compares the arrears rates with the Jast 8 monthly report and February 20148
to provide a comparison With the same month last year, While the younger loans up the & years
have aontinued fo perform bettér, the older loans up 1o 9 years has pushed the overall result’
slightly above the benohmarks In two of the ohserved arrears perlods.

Banchmark Feb-19 Aug~18 Feb~18

compatisons Broker B'matk Braker B'mark Brokar B'mark
8 your 0,841% 0,001% |  0547% |  0.664% |  0.660% |  0.730%
9 year 1,040% 1.012% 0.731% 0.739% 0.888% 0.884%

Gommarclal In confidence
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»  Qverall arrears levels have Inoteased sinoe August 2018 and with Inoreases ta both the Broker
arrears and benchmarks, Comparing the graphs (with results at Februaty last year) show the
latast broker arrears have Inoreased Up to 2 years but are lower for 35 years

» The following table shows the Broker loan arrears by number with the shaded rowa highlighting
higher atrears for loahs aged beyond 7 years, These are not signlfloant as while they make up
20% of the arrears, they comprise only 4% of the broker portfollo,

e e T G B T

0to <iyr . 1035 4 0.99% 0.44%
1.to <2vrs 785 6 0.75% 1,08%
2to <Byrs 447 5 1.42% 1,43%
3 to <dyrs 228 d 0.44% 0,52%
4o <Byrs 230 2 0.87% 0.75%
5 to <6yrs 105 2 1.78%

5 0 0,00%

oo L04%

Total highllghtad 129 8
% Total numbear 4% 29%

2.2 Product performance

The follawing graph shows a camparisan of arrears levels by standard and high LVR products over & and
10 year benchmark petlods, The & year period cavers & parlod of settiements from 2012 when loans have
tended to perform better, The total perlod of 18 years on the graph covers the time from when most of
the high LVR produots were Introduced, Standard loans (Up to 96% LVR) ate used as the base porifollo
for benchmark comparlisons by produot,

Oammerolal in gonfidence
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The tables below pravids a comparison of the results ahd henchmarks for February 2019 and the prior
yefar. Th?o lshade ltroWe» show the arrears relative to the benehmarks with a figure under 100% Indloating
& favourable result,

Produot arrears and benchmatks » Feh19

Standard | Qraduate | Low Dpst Nunga
Ovarall 2,61% 0,76% B,16% 16.28%
Aatug] Byra 1,31% 0,68% 1,28% nla
B'mark Byrs 1,91% 0,98% 1,68% nla
Aotual 10yrs 2.80% 0,71% 4,19% 24,10%
3.51% 7.01%

T

= )

 Product atrears and behchmarks - Feb18

‘ Standard | Graduate | Low Dpst Nunga
Overall 2,46% 0,71% 4.37% 11.60%
Aotual Byrs 1,27% 0,61% 1,64% n/al
B'mark Byrs 1,27% 0.71%
%

Aotual {0yrs 2.81% 0.71% 4,00% 16,28%

B'mark 10yrs

1,00%

2!31%

Key observatlons from the results:

» Conslstent with all previous results, Graduate loans have outperformed all products, The Iatest
atrears at 70% and 82% of the standard loans benchmark for 5 and 10 years respeotively Is an
Improvement on the February 2018 result (86% and 72%), There was ah Increase In Graduate
atrears Ih Febtuary 2018 which was from a very low base, Cutrently there are 16 Qraduate loans
In errears of which 10 are In the 0 year! and 2 year age buckets (6 In each petlod), The less than
1 year atrasrs level Is lower as thers are & greater valume of joans settfed In this parlod, -

» Low deposit loahs (LDL) arrears are 83% and 119% of the standard loans & and 10 years
benchmatks which Is favourable compared to the aatuary projested loss multiple of around 180%
for this portfollo, The much higher overall arrears rate for LDL reflects the pootar performance
ahd greatsr valume of older loans, The higher observations for & and 7 yeatrs represent 3 and 2
loans In arrears respectively out of 29 loans In arrears for the product,

+ The Nunhga product has beeh discontihtied so there are ho loans settled In the last 8 years,
Arrears for these loahs are the highest at 801% of the 10 year banchmatk (dowh from 338% at
iast raview), Most of the arrears for this produat relates to loans aged beyond 10 years,

t Age less thah 1 year

Gomimerclal in confidance
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The following graph shows the changes In relative volume of settiements by loan age, Graduate loans
have Inoreased sighificantly over the last 3 years with offsetting reductions In stahdatd and LDL, The

skewlng of the Graduate loans to more recent settlements accounts for the arrears henchmarks belng
lower than the other produats as youngar age [oans Inherently have lower arvears,
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2.3 Loan purpose performance

The fallowlng analysls by loan purpese covers laans aged up to 16 years and includes the & and 10 year
benchmark periods, , The benchmark comparison Is to all loans, Alse, a graph Is Included showlng the
relative velume of the partfolio by purpose,
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Loan purpose arrears and benchmarks — Feb19

-----------------

Established | Conatruotion| Reflhance PZ;;S,“O
Owearall 2.28% 1.62% 1,.89% 2.13%
Aotual Byrs 1,06% 0.91% 1,83% 1,04%
B'mark By 1,06% 0,08% 1,20% 1,04%
R R =
A .

Loan purpose arrears and benchmarks - Feb18

Totel
Establlshed | Constructlon| Refinance Partfollo
Ovearall 2.31% 1,88% 1.66% 2.16%
Aotual Byrs 1,16% 0.65% 1,07% 1.06%
B'mark Byrs 1,08% 0,80% 1.42% 1,06%
1/4Ye] = g1at10 K B oI5 (] 3 =
Actual 10yrs 2.11% 1,48% 1,76% 1,98%

Key observations from the resulte:

s Established loan arvears remalned slightly higher than the others with the 8 year result at 101% of
the overall henshmarl (down from 108% at the Fabruary) ?

«  Construation loans have parformed better for the 8 year benchmark although the latest results are
not-as goad as 4 year ago, Construotion loan settlements have Inareased Ih recsnt years with
higher volumes in age groups up to 8 years,

« Reflnancs loans make up & small percentage of settlements and have previously parformad
better than the other groups, The high observation for year 0 Is 1 loan with a highet than average
loan value and year 2 has 4 loans, with total refinanoe arrears numbating 16 loans,

s Ovarall, there has been a shift since last year with the higher arvears levels now mare
congentrated In oldat [oans,

1.98%

HomeStart

of ?.?&L"}m} Alh i

Rt

2 Established loans are not expected vary much from benohmark gs they make up the bulk of the portfollo
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Portfollo slze by loan purpose (% total)
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Congluslons

The analysls has highlighted the following points:

Broker loana are showing better arrears outcomes oompared to the 6 year benchmatke but some
results for older loans have been much higher, aithough these are not sighifieant as they are on
fow volumes. :
The Introduction of high LVR lending from late 2008 has net had an adverse effect an overall
atrears, HomeStart has tighter lending conditions Including aredit seore orlterla for Graduate and
Low Daposlt loans, While arrears are higher for Low Deposit and Nunga, thls has bash more
than offset by lower arrears for Graduate loans, Graduate loan arrears Increased early In 2018
from 8 very low base but still remaln well within the benchmarks, HomeStart recslves additional
revenues from Interest premitms to cover additional aredit rlsk for Low Deposlt and Nunga loans,
For [oans by purpose, thers ls ilifle vatlation betwsen the groups and constriofion loans which
gavehexpelzlenoed an Inarease In volume In recent years are perfarming better over the & year
enchmark. .

Arreara lavals had reduced signifioantly over 2017 and 2018 although there have been Inoreases In
recent mohths, atleast some of which Is attributed to seasonal factors. The higher valume of Graduate
and oonstruotion loans In hew lending has also supported an lmprovement in quality of the portfoilo slnee
these loans are outperforming the benchmarks,

There have beeh soma higher volume of arrears h the younger age groups but these ganerally Involve a
small number of loans, These positions are belng manitored monthly and updates have been reporied In
ALGO asaet quallly raports,

3.

Regommendation

That the ALCO Commilttee notes the results of arrears analysls and compatisons of artears levels to
kenchmarks,

Davld Hughes
Chlef Finandlal Officer
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53

or STNHN e LN ANCE



ALCO committee paper @ HomeStart

............................................

Agenda Item: 1903,6

Topic: Stress Testing (Loan by Loan) as at December 2018
From; Davld Hughes
Date; 19/03/2019
Status: Noting
1. Background

An outcome of the previous Moslls revlew was a recommendation to perform stress tests on a "loan by
loan" cashflow model basis, The first of these was presented to Board In Februaty 2018 at which time, we
committed to provide updates of this analysls twloe per year, using the December and June portfolio
balances,

Uslng data warehouse reports, we stress our existing portfollo using & number of variables, namely
Interest rate, Pl and property growth, against a control group, These varlables are the key drivers for
potentlal oapltallsatlon and LVR greater than 100%.

Stress testing on future settled produots Is done as part of the half yearly review and re-setting of our loan
value multipller, which tests susceptibility to movements In these varlables for future seftlements, This
report deals with a hindslght stress test on the exlsting portfollo at an individual lean level,

2 Discusslon

2.1 Single Point in Time

We have previously provided this analysls, {n tabular form, at a single point In time however this was
diffloult to read and had limited value. We have modified these to only provide a graphlical vlew and only
movements In LVR bands with a particular focus on greater than 100%,

We agaln assumed a comblnatlon of interest rates up by 2% (to 7,39% from year 1), CPI of 1.8% pa and
property value Inoreases of 1.0% pa. This will always create an Inarease In LVR for the first fow yeats as
the CPI rate (and hence the Inorease In Instalments, applled annually) Is significantly below the Increase
In Interest belhg capltalised to the loan balance,

The following graph Indleates the numbers of loans Ih each LVR band, using the existing portfolio as at 31
December 2018, and how these nutbers vary over the astimated 20 year Joan life,
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The results Indicate that all loans WIII pay down'in the manner deslgned, that Is, we see some Increase In
the loans In the greater than 80% LVR band, which Is partly due to loans that are In the higher than 80%
LVR moving down through Into 80 to 80% but then paying down over the life of the loan,

Loans in the 90 to 85% band and 96 to 100% all pay down progresslvely as expeacted.

Loans greatar than 100% pay down to year 14 however there Is a slight increase In numbers of loans
greatet than 100% in the years 15 and beyond, This due In pari to the VG valua growth assumption being
below the Interest rate assumption, however we will continue to analyse this before the next report Is
presented, '

2.2 Multiple years

As ouflinad last month, we belleve the more relevant analysls ls how the portfolio changes aver fime and
any specific lssues that become evident, This then supplements the analysls at a point In time, which s
designed to assess the ourrent portfollo, ' '

Wae have modifled the reporting to be able to compare the portfolio at varlous polnts In time, and provided
the analysls graphlcally.

For this analysls, we hava also siress tested Interest rates up 2,0% (to 7.39%), GPI of 1,80% pa and
property price Increases at 1.0% pa,

The results for the current portfolio indicate that the number of loans at greater than 100% LVR do not
Increase and those that are aver 100% cotrect inside the loan term. This Is In conirast to the position as
at Dacember 2018 when thers were a humber of loans (over 100) that continued to aapliallse, These
loans were predominantly low deposlt and Nunga, most of which have now repald or discharged. The
percentage of Graduate [oans compared fo non-graduate loans Is continuing to Improve the credit quality
of the overall portfolle. '
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We also consldered the cohort In the 80 to 80% LVR, using the same stress settings, and found the
ourrent portfollo behaves very well, Inltlal capltallsation which aaours in the eatly years starts to correct
from year 6 and is almost all corrected by year 20.

This compares {o the posltion In 2016 and 2017 when, whilst still correcting, does so at a much slower
rate. The atirrent stabliity In interest rates compared to GPI Is also'a contributing factor,
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4, Recommendation

That the ALCO Gommittes notes the results of the stress testing of the portfolio as at 31 Dacember 2018
and that we will redo the analysls using June balances and present to ALCO In August,

David Hughes
Chlef Financlal Offlcer
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SUMMARY

Inthe December quarter 2018:
SEASONALLY ADJUSTED

+ GDP rose by 0.2% In the December quarter
following a rise of 03% In the September
quarter and was 23% hlgher than a year
earlier,

» South Australlan State Final Demand (SFD) rose
0.8% and was 2,4% higher than a year earller,
In real seasonally adjusted terms,

» Australlan Real Gross Domestic Income, which
Indlcates the purchasing power of total
Incomes generated by Australlan production,
increased by 0.9% In seasonally adjusted
terms.

TREND
» Australlan Gross Domestic Product (GDP) rose

0.3% In the quarter and was 2.3% higher than a

year earller |n real trend terms,

« South Australlan State Final Demand (SFD) rose
0.5% and was 2.5% higher than a year earlier In
real trend terms,

» Australlan Real Gross Dorestlc Income, which
Indicates the purchaslng power of total
incomes generated by Australlan production,
Increased by 0,5% In trend terms,

FURTHER ANALYSIS

SEASONALLY ADJUSTED

Australla’s non-<farm GDP rose by 0.3% In the
December quarter to be 2.5% higher than a year
ago (see Chart 2),

Farm GDP fell by 4,0% In the December quarter to
be 5.8% lower than a year ago.

Australlan Domastlc Final Demand (DED) rosa by
0.3% In the December quarter 2018 to be 2.5%
hlgher than a year ago (see Chart 3),

Natlonally, government consumption rose by 1.8%
in the December quarter, new business
Investmant rose by 0.7%, household consumption
spending rose by 0.4% and public Investment rose
by 0.3%, but dwelling Investment fell by 3.4%.

Commerclal and Economics Branch
6 March 2019
Public ~ 12 - A1

CHART 1; AUSTRALIAN GDP GROWTH
(REAL SEASONALLY ADJUSTED)
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CHART 2; AUSTRALIAN NON-FARM GDP GROWTH
(REAL, SEASONALLY ADJUS‘I‘ED)
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CHART 8: AUSTRALIAN DED GROWTH
(REAL, SEASONALLY ADJUSTED)
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South Australian State Final Demand (SFD) rose by
0.8% durlng the December quarter 2018, following
an upwardly revised 0,2% Increase In the
September quarter—see Chart 4,

In South Australla, during the December quarter,

- spending growth was recorded In public sector

capltal Investment (up 14%), dwelling Investment
{up 2,7%), public sectar consumption (up 0,6%) and
household consumptlon (up 0.3%). A decline In
spending was recorded [n new private business
Investment (down 1.5%),

Among the states, SFD rose In the December
quarter In Queensland (up 0,9%), followed by
South Australla (up 0.8%), Victorla and Tasmanla
(both up 0.6%), but fell In New South Wales (down
0.1%) and Western Australla (down 0,3%).

Commercial and Economics Branch
6 March 2019
Public ~ 12 - At

CHART 4! SOUTH AUSTRALIAN 5FD GROWTH (REAL,

SEASONALLY ADJUSTED)
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Tahle 1: State Final Demand -~ Real, seasonally

adJusted
Dec qtr 18 vs Decqgtr 18vs

Sep qtr 18, Decqtr 17

(% change) (% change)
NSW <01 2.6
Vi 06 5.2
4Lo 09 2.1
SA 0.8 2.4
WA -0,3 -1.6
TAS 0.6 5.1
ﬁ)‘fb) 0.3 2.5

Government of South Australia

Department of Treasury
and Finance 59




Tahle 2! Expenditure Components of SED/DFD CHART & QUARTRRLY PERCENTAGE POINT '

and GDP ~ Real, Seasonally adjusted CONTRIBUTIONS TO SPD/DFD GROWTH -
(REAL, SEASONALLY ADJUSTED)
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Exports® np Explanatory Notes
Imports* np Gross Domestlc Product (GDP) Is the total market value of
goods and services produced In Australla within a glven
GDP np o b perlod, The state by state breakdown of this figure Is
*National trade data Is for goods and setv Gross State Product (GSP), howaver estimates of GSP
no longer published In this release, growth are only published annually.

Tha maln quarterly measure of state economic activity Is
State Final Demand (SFD), which Is an estimate of the |evel
of spending In the local economy by private and public
sectors, Spending Is reported on tha consumption of

© Next release of ABS Cat No 5206,0 Is 5 june 2019 goods and services, and capltal Investment,

Spending (DFD/SFD) Is not the same as production
(GDP/GSP), DED/SED for example, Includes spending by
households and businesses on Imports, which are not
produced (and do not create Jobs) In Australla/South
Australia, DFD/SFD does nat Include exports, which do get
produced and create Jobs In the natlon/State,

Real Gross Domestlc Income measures the purchasing
pawer of the production (GDP) occurring In Australla, It
takes Into account the Impacts of changes In Australla's
terms of trade, GDP only meastres the volume of goods
and services produced, mined and farmed In Australla, If
prices are rising for aur exports this will lift our incomes,
Real GDP does hot measure thls, but real GD! does,

Government of South Australla
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