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Dear MeMullighan
APPLICATION UNDER THE FREEDOM OF INFORMATION ACT 1991

[ refer to your application made under the Freedom of Information Act 1991 (the Act),
dated 5 August 2020.

Your application seeks access to:

“All minutes, briefings and correspondence titled ‘Homestart Finance Board
Meeting- May 2020’ as described on the Objective document management
system, between 9 April and 5 August 2020.”

The prescribed legislative timeframe to determine this application has expired and is
deemed as refused access to documents relevant to your application. | refer to my
letter dated 18 August 2020 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 ldentlfled as answering
the terms of your application.

| grant you access in part to 2 documents; copies of which are enclosed.

Documents Released in Part

Documents 1 and 2

Document 2 contains information relating to specific properties and has been
redacted, as if disclosed, could identify individuals.

Both Document 1 and 2 contain sections with specific information providing the
identification of certain HomeStart employees, which have also been redacted. This
is similar to specific people working for De10|tte and KPMG. Their names have been

redacted accordingly.

| have determined to exempt this in‘formation 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.

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: https://dpc.sa.gov.au/resources-and-
publications/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

0 \
LA

g‘\‘ ;”‘\‘ daAliA

Hon Rob Lucas MLC
Principal Officer

L March 2021

Att.
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RELEASE IN PART




DOCUMENT 1
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MINUTES forming ENCLOSURE to

Critical Deadline

Routine

TO: HON ROB LUCAS, TREASURER -~ HSM2005.4

RE: HOMESTART FINANCE BOARD MEETING —~ MAY 2020

Monthly reports — April 2020

o Total Settlements (including Home Equity and Redraw) were $31.6million.
+ Discharges were 87 loans worth $20.9million. '

e YTD profit before tax was $28million.

+ Capital adequacy was 12.3%.

e Return on Equity was 20.6%.

COVID-19 Update and Risk Register
Board noted the paper.

COVID-19 Scenario Analysis Update
Board noted the paper.

HomeStart Dividend 2019-20
Board approved the paper.

Register of Financial Authorisations 2020 - CEO
Board approved the paper.

Realisations — April 2020
Board noted the write-offs.

Risk and Lending Update
Board noted the paper.

Hpro L

John Oliver
CHIEF EXECUTIVE
HomeStart Finance

25/05/2020
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NOTED/APPROVED/NOT APPROVED

HON ROB LUCAS MP
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Government
of South Auslialia

Ho‘ﬁﬁ‘"e%ﬁ

TREASURER
/ 120
CONTACT John Oliver 20 CONTAGT AUTHOR: Tricia
POSITION CEO POSITION POSITION ,E:E%‘X?
DIVISION HomeStart DIVISION DIVISION HomoStart
PHONE/MOBILE | 8203-4700 PHONE/MOBILE PHONE/MOBILE | 8203-4007
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HOMESTART ALCO
The meeting to be held at 9.00am on Tuesday, 19 May 2020
via WebEx
AGENDA
Welcome and apologies - B L
Conflicts of interest - B *
Minutes of previous meeting - i
- 21 April 2020 . 3
- Action List T
Economic Update ) B - o .
SAFA Update
Papers/Presentations -
Noting: .
2005.1 Treasury Reports — April 2020 ) 8
2005.2 Asset Quality Reports — April 2020 |17
2005.3 Actuarial Analysis: COVID-19 Supplementary Report N 23
20054 ARG Credit Coefficient Review ) 34
Any Other Business
Next Meeting 16 June 2020 ~ } e
Close B ﬁ ]
Distribution:
Chris Ward, Deputy Chair (ALCO Chair)*  Darryl Royans, member*
Shanti Berggren, member* Jim Kouts (alternative member)
External: Andrew Kennedy, Director, Treasury Services — SAFA
Don Munro, Manager, Client & Advisory Services - SAFA
Internal: John Oliver* Andrew Mills*
Peter Byrnes . ' Vas lannella

Leon Tricia | (minutes)

* ALCO member
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Minutes of Asset & Liability Commnttee Meeting held on Tuesday, 21 April 2020
Via WebEx

PRESENT Chris Ward (Chair)
Darryl Royans
Shanti Berggren
John Oliver
Andrew Mills
ATTENDEES Peter Byrnes
Leon
Andrew Kennedy (SAFA)
Don Munro (SAFA)

Tricia | lliminutes)

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 mesting held on 17 March 2020 were confirmed as an accurate record.

ACTION LIST

2002.6 Country Lending Categories Review — discussed under Agenda ltem 2004.5.

ECONOMIC UPDATE

' Andrew Mills spoke to the circulated document “Economic Update — April 2020" and provided a general economic
update. Points to note included:
¢ The RBA now has two targets from each meeting being cash and 3-year Australian Government
Bonds, both of which remained at 25bp
* The cash rate and 3-year bond target are expected to remain at 25bp for a long time to come; the
' RBA wants to see "progress... towards full employiment” and inflation fitting ststainably into the 2-
3% target band
« The Financial Stability Review showed 20% of owner-occupiers with a mortgage held less than
one month’s liquidity
¢ The RBA has also tested the LVR distribution of mortgages against house price decline scenarios
showing the proportions that will move into negative equity, and believe each one percentage point
increase in unemployment increase mortgage arrears by 0.8%; Federal Treasury is working to an
assumption of unemployment reaching 10%
e Corelogic listings are down 25% in addition to valuations decreasing by 25%, however this is
dependant on location i.e. eastern states
+ The ABS are anticipating 300k jobs will be lost in the next four weeks; Citi are predicting 900k jobs
could be lost in April
+ During previous recessions consumer sentiment has taken 1-2 years to bottom out, In 2020 it has
fallen to previous lows in just a few weeks.
* Without JobKeeper, Westpac estimates unemployment would have reached 17%
+ Questions on employment suggest 1 in 5 have lost thelr entire wage income

Sensitive; Commerclal



» Short term rates are low reflecting significant RBA activity, which has a positive impact on
HomeStart's margin

SAFA UPDATE

Andrew Kennedy provided an update on market conditions. Points to note included:

¢ SAFA raised $1.5b at the start of April

e 2019-20 Funding requirements for the States was $46b, this has now potentially increased to as
much as $73b

o Australia’s $800b debt may potentially to increase to $1.2trillion by the end of June 2020

* SAFA’s project funding requirements for 2020-21 is expected to be revised higher following the
State Budget in early November

+ State government statutory organisations expect lower revenues in the coming year however the
Impact is yet to be fully felt

¢ David Reynolds has announced the new SAFA General Manager Anna Hughes will commence in
I\/Iay 2020

Approval Papers
2004.1 March Standard Variable Rate Decrease - via circular resolution 23 March 2020

ALCO endorsed its approval of the paper as per the recommendations, via circular resolution on 23 March
2020.

Noting Papers
2004.2 Treasury Reports — March 2020

Leon | spoke to the paper. Points to note included:

* New swaps totalling $156m were settled to hedge fixed rate positions, including $2m in nine and
ten year buckets

+ The debt funding market value has shifted significantly to a favourable (positive) posmon in March

« The average cost of working capital over March is lower due to the reductlons in the cash
rate

¢ Cash management is being carefully watched in anticipation for an increase in discharges and
customers reducing repayments due to COVID-19

+ The compliance report has been updated to reflect changes to Treasury Policies approved by
ALCO last month

ALCO noted the repotrt.

2004.3 Asset Quality Reports — March 2020

Leon I svoke to the paper. Points to note included:

s Arrears 30+ days increased over March; it is likely that the financial impacts from COVID-19
have led to the Increase

s Approximately 300 customers had been provided with assistance of repayment relief at
month-end and a further 70 were utilising advance payments

+ As attoday, 534 customers have been placed on a payment arrangement, which represents
$144m in value and 6.4% of the portfolio

o April is expected to be a difficult month as some customers will be waiting for the first
government assistance payments to come through

ALCO noted the repott.

Andrew Kennedy and Don Munro left the meeting at 9.26am.
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2004.4 Actuary Review

A supplementary report will be provided next month, inclusive of COVID-19 impacts.
ALCO noted the repott,
2004.5 Country Lending Loan to Valuation Review

Andrew Mills spoke to the paper. Points to note included:

« The review considers a longer time frame to review the trends and economic cycles of
regions

« Atimeframe is provided for loans that move into arrears, MIP, and realisations

« Whyalla has an improving trend in arrears over the last 2-3 years, as such an increase in the
Whyalla LVR is now reasonable to consider

¢ ALCO raised concerns regarding Whyalla being a one business town and HomeStart's
exposure in the market; it was noted minimal loans have been written in Whyalla over the
last seven years and existing Home Equity Loans in the region are approximately ten years
old. Management agreed to provide a broader range of data in support of its preference to
move Whyalla back to lending category 1.

« When considered in isolation the proposed case for changes to maximum LVRs in these
areas remains appropriate; however, in light of the coronavirus uncertainty, Management will
defer any proposed changes for at least three months to enable a clearer picture to emerge

ALCO noted the review and noted the paper will be resubmitted to ALCO following a secondary review (and
approval) by the Executive Committee in due course.

OTHER BUSINESS

Valuations — John Oliver informed ALCO that a pilot comparing AVM and in-house valuations highlighted the
fact that 99% of in-house valuations were coming in at the purchase price. it was also noted that the AVM
data was considered unreliable as a sole measure of the property value for a credit decision. As such, it has
been decided that HomeStart will accept the purchase price when the purchase is an arms-length transaction,
the property is situated in the metropolitan area, has been on the market for a reasonable time. It was also
noted that the assessors have access to information on realestate.com.au. and are utilising that website to
look at the property. .

Guarantee Fee — notification of the 2021 guarantee fee is expected to be received in May/June 2020. The
current rate of 0,99 is in place until 30 June 2020.

Community Lending — Peter Byrnes confirmed that HomeStart has recently contacted the six largest
community organisations since the outbreak of COVID-19, At this point in time all community lending partners
financial position have been unaffected from the impact of Covid-19. No tehants and staff have reported as
infected. Tenants were Iargely on Newstart, the age or disability pensions or very low incomes therefore
there has hot been a change in rent arrears, or signs of current social tenants not paying or looking to get a
free ride under the "no eviction regime’”,

Restrictions on maintenance spend and in some cases travel, has generally reduced costs / cash outflow.
Aged Care facilities in Ardrossan and Mannum have not had any virus cases but have had a significant
increase In spend on hand wash, sanitiser etc and personal protective equipment. Mid Murray Homes stated
that spending on these items was three times that of previous months.

The Chair closed the meeting at 8.51am.
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NEXT MEETING

The date of the next Asset & Liability committee meeting Is Tuesday, 19 May 2020, commencing at 9:00am, at
HomeStart Finance, Level 5, 169 Pirie Street, Adelaide.

CHRIS WARD
CHAIR
HOMESTART FINANCE

/ 120
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Agenda No, ; ‘Action Required e A i o Date Raised Completion Date = Person Responsible

Country Lending Loan o Valuation Review — 3 month subsequent review 21/4/2020 18/8/2020 Andrew Mills
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Agenda item: 2005.1

Topic: Treasury Reports — April 2020
From: Andrew Mills

Date: 19/05/2020

Status: Nofing

1. Discussion
Funding Update

Net borrowings increased by $1.4m over April and new swaps totalling $9m were settled to hedge fixed

rate positions.

The funding strategy is to:
« Finance movements in borrowings through working capital
» Continue to undertake swaps to manage positions on fixed rate lending in accordance with Treasury

policies.
Summary of funding at the end of April 2020
Funding Rate Margin Glfee Total Value
Working capital 0.64% 0.06% 0.99% 1.69% 101,014,478
FRN 0.45% 0.06% 1.32% 1.83% 1,922,000,000
Total 0.46% 0.06% 1.30% 1.82% 2,023,014,478
Cash and swap rate forecasts ‘
Cash rate Jun‘20 Sep‘20 Dec‘20 Mar21 Jun‘21 Comment
ANZ 0.25 0.25 0.25 0.25 0.25
CBA 0.25 0.25 0.25 0.25 0.25
NAB 0.25 0.25 0.25 0.25 0.25
WBC 0.25 0.25 0.256 0.25 0.26
SAFA 0.25 0.25 0.25 0.25 0.25
HomeStart 0.25 0.25 0.26 0.25 0.25
Reuters poll 0.25 0.25 0.25 0.25 0.25
Forecast movements are highlighted.
3 yr swap Current | Jun ‘20 Sep 20 Dec ‘20 Mar ‘21 Jun’21
SAFA 0.26 0.25 0.25 0.35 0.40 0.50
HomeStart ) 0.25 0.25 0.35 0.40 0.50
Changes to HomeStart’s mortgage rates over the period
Start Rate Date Rate Date Rate
Variable* 1 Apr 4.53 6 Apr 4.39
1yr fixed ! 3.29
2yr fixed " 3.49
“3yr fixed ! 3.59
Seniors Equity " 5.39 16 Apr | 4.99

Commercial In confidence




SAFA FRNs - TRADED MARGIN TO BBSW
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20-Nov-23 44 48 &1

15-Aug-24 49 . 63 56
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20-Sep-27 66 69 73
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BBB vs SAFA 4yrs - 2020

Average spreads by calendar year:

2016
2018
' 2017
2018
2019
Q1 2020
Q2 2020
2020 YTD

1.660%
2.033%
1.366%
0.991%
0.847%
0.845%
1.132%
0.931%
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Cost of Funds

Margins improved in April desplte the cut in varlable rate as the benchmark cost of funds (30 day BBSW) reduced below .
the official cash rate to an average 12bp on debt at month-end.

Variable Rate Interest Margin
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HomeStart Portfolio Summary

Swaps totalling $9m were settled during April as follows to hedge fixed rate positions:
. $4m maturing in 2 years at average 0.32%

. $3m maturing in 3 years at 0.37%

. $1m maturing in 9 years at 0.94%

. $1m maturing in 10 years at 1.015%.

The margin on working capital was increased from 40 to 45bp during the month.

Physical Deals : Assets Swaps ariance
Up to 1 year to repricing (variable rate) 2,025,721,527- n/a
Up to 1 year to repricing (fixed rate) 82,071,484 72,000,000 10,071,484
More than 1 year, up to 2 years 84,187,328 80,000,000 4,187,328
More than 2 years, up to 3 years 39,604,395 35,000,000 4,604,395
More than 3 years, up to 4 years 4,050,433 4,000,000 50,433
More than 4 years, up to 5 years ' 3,966,716 4,000,000 - 33,284
More than 5 years ‘ 20,417,591 19,000,000 1,417,591
Fixed rate total 234,297,949 214,000,000 20,297,949
Total -~ 2,260,019,476
Average rate . 4.2200% 1.5779%
Average reset days : 17.8

Physical Deals - Liabilities

Working capital [Cash+45bp] [GF 0.99%] 101,014,478
20-May-2021 FRNs [+36.09bp] [GF 1.57%] 550,000,000
22-Sep-2022 FRNs [+39.55bp] [GF 1.45%] 522,000,000
20-Nov-2023 FRNs [+34.00bp] [GF 1.18%] - 200,000,000
15-Aug-2024 FRNs [+39.50bp] [GF 1.18%] 200,000,000

16-Apr-2025 FRNs [+38.00bp] [GF 0.99%] 200,000,000

20-July-2026 FRNs [+49.00bp] [GF 0.99%)] 250,000,000

Total 2,023,014,478

Average rate : ' 0.7492%

Guarantee fee 1.3028% .
Short-term debt 101,014,478 4.99%
Long-term debt ' ‘ 1,922,000,000

Average reset days | \ 18.7

2.9

HomeStart's Derivative Limit is currently $351.4m

Commercial in confidence 11



Market Value Report

wthe mé-r“l;ét positio‘ﬁ‘ on debt fur;dmghas sHvi.lﬁ"’—ted ba;k to negative following partialv
reversal of the significant increase in credit spreads from last month.

Historical Market Value of Physical Debt

Period

Book Value

Market Value

Profit/(Loss)

A

sset Book Value

Apr-2019
May-2019
Jun-2019
Jul-2019
Aug-2019
Sep-2019
Oct-2019
Nov-2019
Dec-2019
Jan-2020
Feb-2020
Mar-2020
Apr-2020

2,005,842,211
2,018,584,010
2,041,760,159
2,037,988,514
2,036,837,298
2,023,5624,045
2,024,843,424
2,025,641,196
2,024,907,139
2,022,716,579
2,023,977,103
2,022,229,600
2,023,387,676

2,009,776,923
2,022,602,688
2,046,972,872
2,043,373,473
2,040,488,368
2,026,882,922 -
2,030,253,187
2,031,543,625
2,028,827,799
2,026,289,376
2,027,666,502
2,021,273,418

2,024,828,517

-3,934,711
-4,018,678
5,212,713
-5,384,959
-3,651,070
-3,358,878
-5,409,762
-5,902,429
-3,920,661
-3,572,797
-3,689,399
956,182
-1,440,841

2,235,794,869
2,247,970,175
2,263,027,279
2,260,583,359
2,261,120,730
2,250,547,756
2,252,231,784
2,251,642,965
2,256,492,279
2,255,321,688
2,256,784,125
2,256,756,484
2,260,019,476

Commercial in confidence
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Refinancing Profile

Working capital Increased to $101m (from $99.6m) over the month, The average cost
of working capital for April was 15bp lower due to reductions In the cash rate offset
partly by a 5bp increase in SAFA margin.

Refinancing over the next 12 months is expected to increase to 32% next month
when the May 2021 debt becomes short-term.

May-20
Jun-20

Jul-20

Aug-20
Sep-20
Oct-20
Nov-20
Dec-20
Jan-21

Feb-21
Mar-21
Apr-21

May-20

Jan-22 ==

-ch-22
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Ve (s B
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8 ® 8 ]
O = ]

Current level of short term debt is $101.0M or 5.0% of total borrowings

Bank Balance ($m)

This month Last month

Monthly Average 1.90 2.15
High 411 3.91

Low -0.36 0.56

WCF Balance ($m)

Monthly Average Rate 0.67% 0.82%
Monthly Average 98,34 97.47
High 102.61 101.27

Low 93.64 92.40
Borrowing limit (§m) 2460.0 2460.0
Actual borrowings ($m) 2023.0 2021.6
Unused limit ($m) 437.0 438.4

Commercial In confidence
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~ Cash Management Liquidity Graphs

There was a cash deficit in the month compared to a forecast surplus, resuiting mainly from a
significant reduction in loan discharges. The May forecast is a surplus of $6.6m with settlements

projected to reduce by around $8m.

The 12 month forecasts will be reviewed with the operating outlook in June.

April Actual: Deficit of $2,56m vs Forecast Surplus of $6.0m
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ALCO committee paper

2, Compliance

April 2020 - all policies complied with.
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Category Sub Category Limit Position Policy
- . Strategic Operating
Borrowing limit $2.460b $2.023b Parameters
New debt : . Treasury Policy 1
approvals SAFA Limits as per ROFA Complied
Fixed interest rate debt Treasury Policy 1
Borrowings — maximum maturity 16 years nfa
Floating rate debt — Treasury Policy 1
Borrowings maximum maturlty 15 years 6.2 years
. Short-term borrowings — Treasury Pollcy 1
Borrowings maximum maturity 366 days 1 day
Derivatives Value - % exposure 150% 91.3% Treasury Rolicy 1
FRAs — maximum time Treasury Policy 1
Derivatives to settlement 6 months nla .
Derivatives FRAs — maximum tenor 6 months nia Treasury Policy 1
Derivatives ;‘g{ﬂ:@ maximurm 12 months na Treasury Policy 1
Fixed rate assets - .
Swaps maximum maturity 5yrs 2.9yrs Treasury Policy 1
Swaps r?]gi??nduﬁuqlrg;ytu-rity 156yrs 10.0yrs Treasury Policy 1
Swaps Egifmgéfﬁzmﬁg 3yrs n/a Treasury Policy 1
Counterparty .
oredit it Westpac $20m $4.1m Treasury Policy 2
Refinancing !,\l/oeé(ég? mths -maximum 40% 5.0% Treasury Policy 4
Refinancing i:wm]uﬁw/:%seiot 40% 272% | Treasury Policy 4
Refinancing Current and next month 30% 6.0% Treasury Policy 4
Refinancing Daily maximum * $100m $0 Treasury Policy 4
Amount required to
Short-term debt | Minimum level cover net expected $101.0m Treasury Policy 6
cash in-flows
: . Risk Appetite
Product limit Shared equity $100m $43.1m Statement

Commercial in confidence
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ALCO committee paper IS

Maximum borrowing 190 190 (reviewed Pricing and Product

Multiplier setting capacity Feb 2020) | Mechanics Policy

* Excludes FRN select lines & working capital

3. Standing Data

Average APRA Risk Weight (3yr Avg) 60.1% No change
Epital Adequacy (3yr Avg) 12.0% No change
Cost of Capital 9% No change
Capital Reprice Period (days) 4 30 No change
Variable rate borrowing — issue margin 0.3903% No change

4. Recommendation

That the ALCO Committee notes the treasury reports for April 2020.

Andrew Mills
Chief Financial Officer

Commerclal in confidence
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Agenda item: 2005.2

Topic: Asset Quality Reports — April 2020
From: ' Andrew Mills
Date: 19/05/2020
Status: Noting
1. Background

The commentary and attachments provide a monthly repott of loan asset performance. The benchmark
used In projected write-off levels and benchmarks are actuary based loss projections, including a
prudential margin'.

2. Discussion

Credit loss report

The credit Joss report provides a comparison of projected and actual losses based on time since
origination, The following is a summary total of the detailed report for April with comparisons to last year's
full year result,

($m) Total LYR Apr 20 YTD

Write-offs (gross) $1.932 $0.144 $1.835
Actuary expected $2.715 $0.229 $2.262
Actual to expected 71.2% © 62.6% 81.1%

Credit losses for April were below the actuary benchmark which has been the case since October 2019,
Year to date losses are now 19% below benchmark, compared to 29% below last year.

! A 25% prudential margin has been added for settlements from April 2008 to June 2011

Commercial in confidence
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ALCO committee paper }?/ Homes

Aviually

HomeStart Finance - Cradit Loss Report

Report to: 30/04/2020

fial Credit I

Pre-ful2000 2,106,984,046 . z - B

2000 Sub-Tota) 111,105,408 986,061 1.0000 986,061 100,00% - 0.0% - ISIATLIA -

2001 Sub-Tota 180,548,492 1,602,368 10000 1,602,368 100,004 41,385 264 - 1,220,753.84 -

2002 Sub-Totalj 157,386,788 1,396,808 10000 1,396,808 100.00% 116,457 Ba% . 1,072,86630 -

003 Sub-Yotal 192,969,878 1,742,456 1.0000 1,732,456 100.00% 161,863 934 - 1310,292.24 .

2004 Sub-Yota 329,979,833 3,044,398 10000 3,044,394 100.00% 1,194305 39.2% - 233613309 -
2005 sub-Total 353,060,096 4039070 14052 4,031,847 99424 1502,618 373% - 3,103,883.89 3,991.12
2005 Sub Tatal 763,419,403 3,310,862 16103 3,279,565 99,084 2356123 71.8%] . 2,541,659 32,350
2007 Sub Tata) 217,679,880 2,543,710 16125 2494307 98.06%, 3,185,837 127.8% . 1,944,286 47,798
2008 Sub-Total] 275,837,273 4,450,886 17588 4,299,757 96.60% 5,013,105 UEER] 32,68 2,824,600 17,729
2009 Sub-Tota] 464,817,119 6,925,282 15255 6,481,708 95973 8,347,366 128,84 - 4,472,299 285,417
2010 Sub-Tota] 354,423,168 4,118,462 12687 3,802,529 2334 3,095,036 814K 52,258 2,549,802 233,013
2011 Sub-Total 327,693,849 3,095,153 14110 2,845,175 91,52% 3,468,485 51.6% 27,269 2,085,867 185472
2082 Sub-Total 22,562,441 1,618376 13353 1,470,163 20844 473,088 254% . 1,292,202 142,988
2013 Sub-Tota) 274,205,837 1,999,518 11654 1,639,059 BLI74| 256,117 16.2% - 1,587,385 343453
1014 Sub-Tatal 314,628,343 2653260 13058 1,879,762 70.85%| 425,993 2.7% B 2,103,937 787
015 Sub Total 307,568,553 2,736,304 13488 1,436,593 52,504 63,747 4.8% - 2,147,997 1,204,867
2016 Sub-Tota 404,992,025 3,866,516 13367 9485 | 25424 86,252 68% 38 2073618 2,611,510
2017 Sub-Totall 445,405,241 4382245 13320 284,267 643% 54,557 19,25 - . 3,373,053 3,525,880
1018 Sub-Yotal 492,062,607 4,618,447 13120 66,668 143% 20,270 135.4%] . 3,527,441 3,787,195
31-fan19) 41,289,803 315304 1.0686 662 0.21% - 0.0% . 239,264 252836
28-Feb-19) 32875305 293,255 183 ¢ 410 0.14% - 0.0% - 22534 234,408
A1-Mar-19] 10235752 383,288 13505 m 0.07% - 0.0% . 294549 209382
20-Apr19 31,654,635 204889 09058 - 0.00%) - - 155478 162,55
ag-May-19 44,400,561 367958 11597 - 0.00% . - 29223 150209
30-4un-19 49,387,508 485,884 13767 - 0.00% - - 368,210 382452
31-Jub19] 26,266,725 98462 15478 - 0.00% . - 224434 231854
31-Aug-19 38,048,579 486,722 17428 - 0.00% . - 365,989 376,566
20-5ep19 ,198A1L 366438 1.8353 . 0.00% . . 273,550 282355
31.0ct-19 36,085,981 470483 17760 - 0.00% - . 353,788 363,054
30-Nov-19) 35467,173 48,711 17236 - 0.00% - - 337462 342,995
3tDec-29 35,597,757 486545 18412 - 0.00% - - 365867 370357
2049 Sub-Tota) 438,909,950 4,612,909 144t 1344 0.03% . 0.0% - 3,482,059 3,597,658
a-)an20 35,361,574 417,585 1,583 - 0.00% - - 34312 316873
29-Feb-20) 28195612 362,863 17531 - 0.00% - - 172861 273973
21-Mar-20] 28978991 366,642 17335 - 0.00% - - 275,109 215709
30-Apr-20) 21,585,594 400338 1.7268 - . 301087 301,087
2019.20 Sub-Total 124,221,791 1,547,894 16506 - - 1,163,968 1,167,646 |
Total $ 6213,613399 | $ 85,211,066 13468 43,746316 $ 6174 § 1436553 azssnime|$ 17,934,693
% of Orlginal Loans 1.0394% asmzl 0.4485% } 0.7580% 0.2868%
Changefarmonth | $ 31,585,594 | § 400,398 $ 220,440 s 143,655 62,64 3 301,087
Yearto date s 323,788,107 | $ 4,105,315 | § 228013 I$ — 1.835318] B1.1%] 5 3,084676] § 1,594,109

Tt T v
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Arrears activity

Arrears 30+ days have increased with some most likely due to the economic effects of the coronavirus
epidemic. In addition, over 600 customers have been provided with assistance by repayment deferral.

% Arrears by Value 2020 Jan 2020 Feb 2020 Mar 2020 Apr
30+ Days Arrears’ 7% 4844 ' 1.99% 2.19%
30+ Days Moving Avg o 1.67% 1,78% 1.86% C1.98%
% Loans w/Extra Payment £§0,95% O 0.B1% C o oe% 26.95%
Seasonal Factor . 0.8664 0.9160 0.9510 0.9274
30+ Day Season/ Ad) CT% 1.68% 1.91% 2.01%
90+ Days Arrears 0.68% 0.71% 0.73% 0.76%
90+ Days Moving Avg 0.71% 0.71% 070% | 0.78%

Arrears percentages are In loan value terms

Number of loans by months of instalments in arrears

| Months In Arrears 2020 Jan % 2020 Feb | 2020 Mar Q' 2020 Apr
r 0 % 283 338 ! 390 ; 349 '
r 1 ( o8 j 107 17 ; 134

:" 2 ‘ 32 ‘ 32 a8 { 33

r 3 17 2 ) 22 29

r 4 ‘ 16 | 17 13 Y

r 5 12 | 8 14 16

r 6 ( 4 8 % 8 ' 7

}' 7 : 3 1 | 4 s

r 8 3 | 2 | 1 B

{ >8 ( 50 - '! 50 44

| | | |

Key movements for the month:
« Loans 1 month and over up by 16; total arrears numbers down by 25
« The number of loans 3 months and over in arrears is up by 4.

Commercial in confidence
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Write-off and realisation reports

Write-offs ($) ? . LYR Apr 20 CYR

Loans realised (no) 43 7 51
Write-offs (§) - gross $1,932,231 $143,655 $1,835,319
Average gross $44,936 $20,622 $35,987
Actuary projected wloffs 2 $2,714,766 n/a $2,723,104
Balance remaining $782,535 nla $ 887,785
Remaining balance/mth - n/a $443,892
Potential shortfalls - gross $1,434,616 $1,101,754 n/a
Potential shortfall no. 26 20 "‘nla

There were 7 loans realised over April at an overall average of $20,600 with 3 having no shortfall. The
year to date average loss is 20% lower than last year although the number of realisations is up.

Over the month, 3 new loans were added to potential shortfalls with a provision total of $162,209 (2 loans
are to be assessed),

3. Recommendation

That the ALCO Committee notes the asset quality reports for April 2020,

Andrew Mills
Chief Financial Officer

2 Includes voluntary sales
3 Gross for the full year - determnned on the actuary projected foss levels plus prudential margins

Commercial in conflidence
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ALCO committee paper

Agenda item: 2005.3

Topic: Actuarial Analysis; COVID-19 Supplementary Report
From: Andrew Mills
Date: 19/05/2020
Status: Noting
1. Background

An actuarial assessment of HomeStart's loan portfolio is undertaken annually, and the most recent review
was presented to ALCO at the April 2020 meeting. The actuary (Brett & Watson) has since produced a
supplementary report assessing possible effects of the coronavirus pandemic. In considering the report, it
is important to note that the actuary takes an "economic loss” perspective in forming their view of possible
losses over the lifetime of the portfolio, whereas HomeStart's provisions are calculated according to relevant
accounting standards. The view of the actuary Is therefore used as an input to decision making processes
around provisions, rather than representing a target or required level of provisioning.

2, Discussion
HomeStart supplied the following in addition to normal portfolio and credit loss data:

«  Alist of loans with deferred payment arrangements due to the coronavirus
« A portfolio breakdown by product and employment type with repayments by ranges (to assist with
determining the likelihood and extent of effects of reduction in income).

The actuary projections in the report (Appendix A) assume 980 loans subject to hardship after allowing for
JobKeeper program assistance, of which 147 proceed to default (representing 1.2% of the current portfolio).
Property values are assumed to have declined by 5% during the 18 months from the.second half of 2020
until the end of 2021, These assumptions are developed independently by the actuary.

The table below shows the normal case {from the previous report) and additional estimates assessed in
this report.

PV loss liability Normal CovVvID Total
Central estimate $10.2m $9.3m $19.5m
Risk margin $2.0m $2.3m $4.3m -
Total $12.2m $11.6m $23.8m

For this assessment, the risk margin, which is added to increase the probability of sufficiency, has been
increased to 25% of the central estimate (compared to 20% for the normal assessment) to provide for the
higher uncertainty, ‘

The amounts are the present value of projected future losses which represents an economic loss
assessment over the lifetime of the portfolio. By its nature, the perspective of the actuary’s work differs to
credit loss provisioning determined under Accounting Standards. By comparison, the total of specific

Sensitive: Commerclal 23
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provision (including unearned Interest income not recoghised) and collective provision was $21.2m as at
April. There is a further allocation of $7.3m as credit loss reserve,

The current level of $21.2m provisioning coverage above the line exceeds the central estimate but is $2.6m
below the total loss estimate with risk margin added. Provisions have increased over the last 2 months and
will probably rise further as additional customers request assistance. In addition, provisioning will be
adjusted to financial year-end to reflect:

¢ Arisk review of loans provided with deferred payment arrangements to datermine the likelihood of
default. Loans with a higher level of risk could move from collective to specific provision assessment
which may result in a higher provision. y

* Ateview of provisioning assumptions, including estimated loss given default to reflect an anticipated
reduction in property values,

The supplementary report by the actuary will provide guidance and assistance to management in preparing
these adjustments through to year end but it is not expected total provisioning will need to increase by the
amount stated by the actuary.

Risk Analysis

Extreme or Major Risks — No

3. Recommendation

That ALCO notes the draft supplementary report by Brett & Watson assessing the effects of the
coronavirus pandemic on estimated credit losses. .

Andrew Mills
Chief Financial Officer

APPENDIX A: Draft Actuary Supplementary Report — Coronavirus

Sensitive: Comimercial 24



BRETT & WATSON PTY. LTD.

A.B.N. 65 060 568 676

CONSULTING ACTUARIES

4 May 2020

Mr L

Asset and Liability Specialist
HomeStart Finance

GPO Box 1266

ADELAIDE SA 5001

Dear Leon,

LOSS PROVISION - IMPACT OF COYV: -19 PANDEMIC

We have been requested to undertake an actuatial review of the outstanding liability of
Homestart for loan write~offs as at 31 December 2019+ In particular, the valuation should
take into account the estimated impact of the’ VID-19 pandemic. This report is a
supplementary report to our initial draft repor ted 8 April 2020 which provided a
recommendation for the loss provision based: 'é;bserved data to 31 December 2019
excluding any allowance for the COVID-]

Section  Contents Page
2
I 3

2 3
3 5
4 Results of Outstanding Write-offs Investigation 5

Appendix :

A Valuatlon Details - Gross Cash Flow Projections - 7
B Sensitivity Testing 9

This report is to be used by HomeStart to assess the potential meact of COVID-19 on
loss provisions.

Deborah Jones Flaa - Geoff Keen Flaa - Bruce Watson FIAA

Ground Floor, 157 Grenfell Street, Adelaide SA 5000
Telephone: (08) 8232 1333
Email: contact@brettandwatson.com.au 25
Website: www.brettandwatson.com.au



2.1

2.2

2.3

2.4

BRETT & LUATSON PTY. LTD.

EXECUTIVE SUMMARY

Recommended Provision — Excluding Impact of COVID-19 Pandemic

We have prepared a valuation of the recommended provision for the Loss
Provision in our draft report dated 8 April 2020, based on the obsetrved experience
up to 31 December 2019. The recommended provision was $12,203,000,
excluding the impact of the COVID-19 pandemic.

Adjustment to Valuation Assumptions And Results Due To COVID-19

- Pandemic

There is expected to be a significant increase in theitate of loan defaults as a result
of the large and rapid increase in unemploymefit and reduced income stemming
from the various government responses to;th mergence of the COVID-19
pandemic in Australia. Whilst government respotises such as the JobKeepor
program will help to mitigate poteny I"losses, the capping of the J obKeeper
program at $1,500 per fortnight me t hardship will remain for many
customers. The actions to be taken by H tart in providing relief to customers
in hardship will have a substahtial: the ultimate level of losses that
emerge over the next two years. )

increase in the amots
half of 2020 and for

Based on -
expected due
e The best estimate valuation, excluding the risk margin, is $9.262 million.

e The recommended provision, including the 25% risk margin, is $11.578
million.

There is considerable uncertainty about the adjustments made to the assumptions
as a result of the COVID-19 pandemic. The adjustments made ate in respect of the
estimated impact of increased unemployment and reduced income, lower house
prices as well as changes to customer behaviour in response to the uncertain
envitonment.  There is not sufficient data available from which reliable
assumptions may be derived. The inherent uncertainty for the adjusted valuation is -
illustrated by the sensitivity analysis set out in Appendix B.
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1.1

1.2

1.3

2.1

BRETT & WATSON PTY, LD,

COVID-19 Pandemic

The COVID-19 pandemic and the government responses to it will result in a
substantial and sudden loss of economic output and job losses. Various forecasts
indicate that, but for the JobKeeper program, the unemployment rate could have
increased during the June 2020 quarter from the current level of 5% to of the ordet
of 15% or more. In addition, many employees who remain employed would suffer
from significantly reduced houts at work. Accordingly, the increase in hardship is
expected to be a lot more than the 10% indicated by the expected increase in the
unemployment tate.

There are tentative signs that the social distancing requirements are likely tobe
eased over coming weeks in South Australia. Thig'will assist in many busmesses
havmg the opportumty to re-open.

Due to weakness in equity miar
of confidence, we ex i
pressure. Various fore
two. Howeve ‘we note t ‘_t‘South Aust1a11an prices usually show less Volatlhty

that it is prudentt
in the second half-

Default Rates — Impact of COVID-19 Pandemic

'We have been provided with a file (as at 5 April 2020) with a list of 368 loans

under negotiation, which is well in excess of the normal levels. By 28 April, the
number of loans under negotiation had risen to 588. Graduate loans are
represented much more heavily (over 6% of open loans) than other low deposit
loans and standard loans (less than 3% of open loans). '

.27



2.2

2.3

2.4

2.5

BRETT & WATSON PTY. LTD.
4

We have assumed a hardship rate of 20% due to COVID-19, applied to open loans,
excluding loans provided to employment types of Benefits and Retired. This
results in an estimate of 1,400 loans under hardship. The JobKeeper program will
mitigate hardship for a portion of these loans, particularly where monthly
repayments are less than $1,000 per month, Excluding these loans, the expected
additional number of loans under hardship reduces to about 980.

Not all loans under hardship will ultimately result in a default due to the relief
provided by HomeStart. We understand that previous experience is that about

' 40% of loans under hardship progress to default. We consider that this ratio will

reduce dramatically as there will be many more cases where the hardship will be
temporary as businesses re-open and employment re-commences. Nevertheless,
we expect that not all businesses will be saved: By the government assistance
programs and some businesses will re-open b not re-employ as many staff
or only offer reduced hours, We have assufi at 15% of expected hardship
cases would progress to default.

itical in this process. The success that
HomeStart is able to ach1eve with respe loans under hardship being saved
from progression to default is the# tant factor for the estimation of the
additional defaults expected as

Based on the assumptio
19 have been estimat

e 69 standard.l 8% o open loans)
g 8% of open loans)

o 8 othibt Jow depciﬁ tl ns (1.2% of open loans).

This gives a tot 47 defaults, equivalent to about 1.2% of open loans. We
have assumed that these additional defaults will occur over the period from 1 July
2020 to 31 December 2021. We have also allowed for the reduction in future
defaults due to the 1emova1 of these 147 additional defaulted loans from the future
exposure.

28



3.1

3.2

4.1

4.2

4.3
44

4.5

BRETT & WATSON PTY. LTD.
-5
Loss Given Default — Impact of COVID-19 Pandemic

The average size of loans subject to default has been increased by 10%. We expect
that loans progressing to default will be skewed towards larger loans because the
hatdship for smaller loans is more likely to have been mitigated by the J obKeeper
program.

The impact of an assumed 5% residential property price reduction increases the
loss given default rates in respect of the period from 1 July 2020 to 31 December
2021:

e from an average of 20% to 24% for standard loans;

o from an average of 15% to 19.25% for graduate loans, and

o from an average of 25% to 28.75% for otherJow deposit loans.

Results of Outstanding Write-offs Investigation

atiom:results, based on the assumptions

Appendix A shows the revised total v ik
| &d for our draft report dated 8 April

y is $17.156 million. It is unclear whether
“attract the same level of recoveries of 14.5%
ft ‘féport-dated 8 April 2020. In the absence of any
lteted the assumed rate of recoveries.

as was assumed in o
available data, we:-hay

The liability calculation excluding the impact of COVID-19 was $10.169 million.
Therefore, the estimated impact of COVID-19 is estimated to be $9.262 million.

There is considerable uncertainty about the impact of COVID-19. Appendix B,
provides analysis of the sensitivity of the results to reasonable changes to the
assumptions outlined above. The range of results for the increase in liabilities due
to COVID-19 varies from $4.292 million to $15.073 million. The ultimate result
that emerges may prove to be outside this range.

29



4.6

4.7

4.8

BRETT & WATSON PTY, LTD.

-6

. We recommended a risk margin of 20% be added to the central estimate of the

liabilities for the purpose of the valuation excluding the impact of COVID-19.
Having considered the range of results under the sensitivity testing in Appendix B
and the limited amount of observed data about the impact of COVID-19 on losses,
we would recommend a greater risk margin of 25%.

The recommended provision is $11.578 million, as follows:-
$
Central Estimate of Liabilities 9,262,000

Risk Margin 2,316,000
Recommended Provision -

11,578,000

een made with substantial
1t0 economic conditions,

Our assessment of the liability of $11,578,000 h:
difficulty due to the impending maj
unemployment, changes in market vali

s ability to make future repayments
I future losses may therefore vary

and the loss to HomeStart on default.
significantly from our assessmert

In our opinion, this report:(ih.conj on with our draft report dated 8 April 2020)
complies with the Instifite of Actuagies Professional Standard PS302, concerning
the estimation of lia es forigeneral insurance and related entities.

B A Watson ‘ v
Fellow of the Institute of Actuaries of Australia
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APPENDIX B

VALUATION RESULTS ON ALTERNATIVE ASSUMPTIONS

Stress nc; Saved by Properly Estimated Tolal Estimated Impact of
of Reltel or Price Resuftant Assumed Loss Glven Outslanding Tmpact of Vardatlon in
DASIS JobKeeper NilLGD Resuliant Assumed Defaulis duo to COVID-19 Timpact Default (average) Lishility COVID-19 Assumptions
Other Low : Other Low
Standard  Grodnate  Deposit Talal Standard  Groduate  Depos
Selected Basls 68.79 70,08 8.07 7 19.23% 28.75% 19,431 9,262
Varlatlons:

1 -20% 350 56,4 24.00% 28,75% 17,733 7,564 ~18%
2 20% 82,5 84.1 28.15% 24,124 10,955 18%
3 -10% 1078 109.8 ) 24.00% 19.25% 28,75% 24,212 14,043 2%
4 10% 29.8 304 4,00% 19.25% 28.75% ’ 14,608 4,439 “52%
5 68,79 70.08 26.00% 21.38% 30,63% 20,436 10,287 1%
6 68,79 22.00% 17.13% 26,88% 18,407 8,218 -H%
? -20% 10% 23.8 26.00% 2138%  30.63% 14,461 4292 -54%
8 20% -10% 129.3 22.00% 17.13% 26.88% 15,242 15,073 6%
9 ~20% -10% 86,2 26,00% 21,38% 30,63% 22,763 12,594 36%
10 20% 10% 358 22.00% 1.13% 26.88% 14,639 4470 ~52%
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Agenda item: 2005.4

Topic: Application Risk Grading (ARG) Coefficient Review
From: Andrew Mills
Date: 19/05/2020
Status: Noting
1. Background

The Application Risk grading (ARG) scorecard calculates the probability of a loan defaulting based on
various factors at the time of application.

During 2019 the Executive Committee requested the next ARG review cycle be undertaken In more depth
to ascertain the model’s capability and relevance for future needs. The review has now been completed,
and a pathway constructed to both lift the capability of the model and determine how it can provide more
value to HomeStart.

2. Discussion

The original scorecard was developed by Adelaide University and implemented in 2001. The scorecard
process has remained relatively unchanged since implementation with several reviews both internal and
external (latest Adelaide University in 2016) conducted since the original implementation,

The review approach adopted was to critically assess the current scorecard method taking into
consideration the most recent university recommendations. Once the areas of potential change wers
identified a review was conducted of external residential mortgage default scorecard models to
understand the options or methods adopted. A new data set was developed to capture a range of
variables for all loans using monthly portfolio snapshots from 2002, with these variables then assessed
for default prediction abillity.

A number of alternative modelling specifications (e.g. different variable combinations, specifications and
probability distributions) were considered using Generalized Linear Models and Decision Trees methads.
One of the Generalized Linear Model options was a Logit/Probit method (same as current process
distribution) and this was the most commeon method in the external studies reviewed and the best

~ performing in the model specifications,

With the conclusion of this work, the review has recommended the following changes:

1. Adopting most of the Adelaide University 2016 recommendations?,

o The review recommended adopting Probit distribution (uses inverse normal distribution),
expanding variable selection methods, changes to loan risk grade and expanding
alternative modelling options. .

1 Three recommendations were not adopted. In one case the recommendation was superseded by our
revised approach to using monthly snapshots, the second was assessed as adding significant statistical
complexity for minimal return, and the third (use of parallel machine learning) was judged impractical.
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o Reason — The Probit distribution was the best performing, is most commonly used and Is
similar to the current method. Changing the Loan Risk Grading logic will remove the
problems when shifts in scoring when coefficients are changed.

2. Expanding the dataset to cover all loans monthly from 2002. This will significantly improve the
variables in the model, and allow longitudinal data to be included in the model.

o This expands the dataset to 2 million lines as each loan details are captured monthly.
o Reason — Much larger data set improves the predictive capability of the model.

3. Expand the data variables used to include an external (ABS) measture for Social Economic
postcode ranking and existing BRG or Veda score.

.o The borrower location does have significance in many studies but a ranking system is
needed and ABS have been ranking state postcodes as part of census (known as Socio-
Economic Indexes for Areas (SEIFA) — which ranks postcodes in SA by decile from 1 to
10 based on a range of social economic indicators) which has been adopted. The
current loan risk score is then most significant variable,

o Reason — The data set was expanded to capture sccial economic indicators as this a
large driver of the main reasons for default, namely unemployment, health or separation.
The existing score was included as this captures past loan behaviour which is the
strongest indicator of future behaviour.

4. Change to use R software, enabling a monthly run of the model to be more automated.

o Reason —The data extract and model run can all be incorporated in the existing server
environment. R s one of the most widely used open source data science platforms.

5. Score the entire portfolio monthly across all time from 2002. That has the benefit of using past
behavlour to score hew applications. This also has possible extensions into reporting and
probability of default analysis. '

o Reason - By using all loan history then each loan is scored simultaneously across time
every month. This allows for a comparison across time between different loans and
removes problems caused by amending the model coefficients but not back dating
changes.

6, Change loan risk rating to a dynamic method across all loans, month!y, since 2002,

o Reason - This ensures the risk rating across time for all loans is using the same scoring
method and loan risk rating criteria, This then allows comparison between perlods.

7. Implementing the changes In stages as the following changes need to be developed:

o Changing coefficient from manual input to automated calculations, using R.
o Expanding the variables used.
o Extracting Veda score for input to calculation for new loans,

o Reason- Development time required across several areas to implement the hew model
process.

Appendix 2 contains the recommended new model using all variable and Probit distribution.
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Appendix 3 contains the recommended model using the current ARG method (logit) and variables as an
interim model pending changes to the ARG scorecard method being implemented.

Appendix 4 contains the current specified model,

Appendix 5 provides background on the new variables added to the model and validation testing.

The recommended model Probit coefficients are:

Intercept. i R R AN IRREATE 686 ountry flag -

Has Clear Credit _ —00814 NoDependents — 0.0187
NoCreditEnquires: | 00050 | Decile (ABS Ranking) -0.0094
Original LVR coozi | o . 00992
Refrace G| omalsedskSeore 255
Warried tnodep | 00324 | low Dep Produst IR
First Home Buyer -0.0296 Customer Age -0.0099
Loan Age M&hths . 0.0054 - ]

All the italics listed in the above table are new variables incorporated into the model.

Pending completion of the new model development the recommended interim model Ldgit coefficients
using the current model structure are:

o 5;_,_ 4 1 0.1688
Original LVR 0.0195 Has Clear Credit 0.8225 |
"Married no Dep 04902 | No Credit Enquires | 04612
Loan Age Wonths T gome Refinance T os175
Country flag - - - U 04416 ¢ | First I-}Bﬁé.f_)‘l}yer 0.2678
No Dé;endents 0.0969

Al the italics listed in the above table are new variables incorporated into the model.

The recommended changes will enhance the effectiveness of the existing model and create opportunities
for HomeStart to obtain more value from the ARG in the future.
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Future development pathway for the ARG and credit scoring at HomeStart

Prior reviews have mainly focused on simple maintenance of the model, with periodic assurance it is
performing to expectations. The current review has focused on quality, capabllity and capacity for
automation-which creates a solid foundation from which HomeStart can then explore possibilities for
widening the use of the model.

Over the coming year, as the model stages are developed and automation Implemented, it is intended
that the ARG can become a more integrated component of the business. This approach can also then be
extended to the Behavioural Risk Grade (BRG) model, which measures post-settiement performance of
accounts, and thereby used to predict probability of default and assist with provisioning calculations.

For the ARG, the approach is expected to provide the major benefits in the following areas:

«  Upfront risk assessment to identify applications requiring more or less intensity of effort
» Credit score based eligibility criterla for specific products or segments

The ARG is not intended to become a stand alone auto-decisioning system. Deploying these statistical
techniques or machine learning methods is expected to supplement current practices and the decision
process rather replace. This should help provide greater insights to underlying credit drivers in the
business and therefore improve the control of credit risk.

As the changes arlsing from this review are implemented, the future use and application of the model will
be assessed to identify in more detail where it can add value to our customers and the organisation.

Review calendar :

The new model will run monthly and each year the overall model will be reviewed to ensure it is operating
effectively and assess any changes necessary.

Risk Analysis

Extreme or Major Risks — No.

3. Recommendation

That the ALCO Committee notes the review of the ARG model.

Andrew Mills
Chief Financial Officer
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Risk Analysis — ~ Appendix 1
Not Applicable.

Appendix 2 — New Recommended model
Probit Regression Equation:

ArrearsBinary ~ Has Clear Credit + Credit Enquiry Count + First Home Buyer + Loan Age Months +
Number Of Dependents + Original LVR + Refinance + Low Dep Product + Country Flag + Customer
Age + Marrled no Dep + DTl + Decile + Normalized Risk Score

Dependent Variable: Arrears Binary

Total independent variables: 15

Number of valid observations: 1,949,487

. Intercept . 2.
_Has Clear Credit -0.0814 5.60E-03 -14, 8
No Crédit Eviquires *~ |° 0.0050 ‘| 1.33E-03 | “41.4
Original LVR 0.0021 1.68E-04 12.6
Refinance ' 101228 7T78E-03 ... 161
| Married + no dep _ -0.0324 5.54E-03 -4.3 ) )
First Home Buyer -0,0296 641E-03 | -4.7
Loan Age Months 0.0064 5.67E-05 108.2_
Country flag 0.1754 4,77E-03 376
No Dependents - 0.0187 1.88E-03 104
Decile (ABS Ranking) -0.0094 1.16E-083. -8.3
bt ~0.0992 1.62E-03 666 j
“Normalized Risk Score | -0.2991 .1.40E-03 ... -200.8.
“Low Dep Product 0.1822 7.89E-03 B 235
Customer Age -0.0099 2.44E-04 -41.4
AlC 333,179 I Lower improves model |
' Gini ] 0.64 . Higher Improves model
AUC 0.83 Higher Improves model: - - -
R*(approx.) -18.04% Higher Improves model
ROG Carye
1 /

“True Positive Rato (Sonmiivity

—— ; v T T T T T ; T
1] H 1 13 14 [} 1@ 14 iy " 3
FatRstaRRl St
ey
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Appendix 3 — Recommend interim model

Logit Regression Equation:

@ HomeStart

nme
of $ou!h Aumalh

Arrears Binary ~ Metro Country Flag + Credit Enquiry Count + Loan Age Months + Married no Dep +
Has Clear Credit + Number Of Dependants + DTI + Refinance + Original LVR
Dependent Variable: Arrears Binary
Total independent variables: 11

Number of valid observations; 2,018,209

‘Infercept:

Original LVR

‘Matried no:Dep’

0.0195 | 0.002055

Loan Age M

Gountry fla

$0.065811: %

No Dependents

0.028109

DT

7770,021063"

Has Clear Credl |

‘No.Gredit Enquire
Refinance _
‘First Home Buyer:
AIGT 94,31 ';
Gini o 044 Higher Improves model
AUGC o e el 0,7 “HigherImproves model .-~
R? (approx.) 6.84% Higher Improves model
ROC Curve
NJ .
491

48

=3

True Poslive Rate (Sensitivity)
e @& e e =
2 8 2 = =8
: X L

-
b4
1

00 L]

+
03 04 [ 2]

False Positive Rate {1 - Spacifitt)
A= 072

04 19 1t
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Appendix 4 — Current model

Logistic Regression Equation:

. Government
of South Austialla

Slow Binary ~ Adverse Credit + Credit Enquiry Count + Single marital status

Dependent Variable: Slow Binary
Total independent variables: 4

Number of valid observations; 3575

Intercept .- . o 0.20047

Adverse Credit 1.26169 0.31924

Credit Enquiry. 0.42333 . 0.05821.

Count " RSN RIS
Single 0.83208 0.21896 0.00016

AIC .- 832,51

. Lower improves mdade]

Gini_ 0.50 Higher improves model
AUC 075" " Higher Improves model’
R? (approx.) 747% Higher Improves model

Residual Déviance = | .~

824.51(3571dn. |

Lower improves maodel -~ |

Null Deviance 891.10 (3574 df)

ROC Curve
! ! L I e » ' ' ) 1 L
11
981
034
2
H n{
3 46y
505
g
%ou
8 414
£
TR
014
06
T T T T — — T T T T
" ol [H3 [§] L] 5 [ 1] o 1] 1
Faisa Poshe Ae {1 Spestcy)
AUC= .75

HomeStart
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Appendix 5 — New variables added and Validation Testing

With grouped data to compare different categories the calculation of the Weight of Evidence (WOE)
uses a odds measure to compare the proportion of good to bad in a category
Each Characteristic has been assessed using the following criteria:
e Loans settled after 2013 when there was a much greater detail of data was captured in the
warehouse from the application, The warehouse contains over 43,000 primary loans settled
since 2002, Then portfolio information is used monthly for each loan which provides over 3
milllon data points.

¢ |fthe loan is in arrears 1 month or mdre then it is classified as In arrears otherwise the loan Is
“Good". The provides just over 69,000 loan months in arrears and just under 3 million "Good".

+ The arrears rate and WOE are sufficlently different from one group to the next. This is one of the
objectives of this exercise—to identify and separate attributes that differentiate well. While the
absolute value of the WOE is important, the difference between the WOE of groups is key to
establishing differentiation. The larger the difference between subsequent groups, the higher the
predictive ability of this characteristic,

The WOE, as mentioned previously, measures the strength of each attribute, or grouped attributes, in
separattng good and bad accounts. It is a measure of the difference between the proportion of goods and
bads in each atiribute (i.e., the odds of a person with that attribute being good or bad), The WOE is based
on the log of odds calculatlon

(Distr Good / Distr Arrears)
which measures odds of being good (e.g., for the Single with Children, this would be 17%/23% = 0.71).
A Single with Children has 0,71:1 odds of belng good. '
A more user-friendly way to calculate WOE, and one that is used in the tables Is

Weioht of Evid WoR) ( Distrubtion Good ) 100
= *
eight of Evidence in Distribution Arrears

Far example, the WOE of attribute Single with Children is:
17% ‘
ln(zgo/a) +100 = —33.7
Multiplication by 100 is done to make the humbers easler to work with, Negative numbers lmply that the
particular attribute is isolating a higher proportion of bads than goods.
Based on this methodology, one rule of thumb regarding is:

Marital Status
Customers with children (either Couples or Singles) appear to have repayment problems at a significantly
higher rate than Customers without Children. Furthermore, Couples without Children appear to perform

significantly better than Singles without Children

395,144 |
| 4B5,888 | T

14%
0%

‘Couple without ch:ldren
‘Single with children '

Sinie wnthoutchlldren 702,229 |  25% | ‘ ‘ _
“Other. GO TAATAG 2T ] 8,660 SioMedium
Total ) 2,798,074 . 100% - 69,878

Model Change — removed single variable and added Married without children.
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Dependents
When the multiple logistic regression |

is calculating it will estimate a linear y
line that fits across the entire g 60%

40

distribution. I8
There appears to be a possible { g 50% 20
interaction between Marital Status | § % 0
and Number of Dependants which g 20 w
indicates that the effect of additional | ¥ s0% g
dependents increases arrears rates, = E 40

. Model Change — added number of ' & 20% -60
dependents variable. ! g 10% 0
First Home Buyer ;B on ' -100
First home buyers can be either for f = © ! z 3 4 > &+
construction of established ; BT Good % Bmmmmn Arrears% e WOE oo Linear {WOE)

i 1,012,305
FHB 1,044,789
Total 2,067,074

Model Change — added binary variable for FHB.

Customer Age ! Age Declle distribution
The older the borrower the lower the
proportion of arrears months,

Model Change — added variable for
customer age.

WOE

Credit Enquires
The greater the number of credit enquires the
higher the proportion of months in arrears.
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No Model Change — variable retained. i ' i
: 9 ! No Credit Enquires distribution §
|
60% 40 i
§ 20 |
‘g 50%
2 0
‘ E‘é ao% 20
W
f E 30% -40 g
i o
i E 60
B 20%
a -80
£ 10%
g 100
5 o s . o
-4 0 1 2 3 4 5+
: pmmmen Good % KSR ArTears §f  emmmWOE o Unear (WOE)
i . .
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Adverse Credit History
There is a low number of obsetvations as the data has only been stored since November 2013 with the
roll out of Apply. Having an adverse credit history is a strong odd of arrears occurring.

No. 1,065,133 36832 Strong
Yes 1,093,639 51% 13467 | 27% 63.8 Strong

Total - 2,168,772 4 100% - 1 1,187 100%

No Model Change - variable retained.

Application Loan to Value Ratio Original LVR and Arrears %

The generai trend is for higher arrears |

the higher the original LVR with the ; g 3%
i

40% 150

[~
=1 100 X
95%-97% band the exception, This | £ 3‘5’% ;
could be related to the FHB or the R 50w
graduate products. L8 e o ¥
Model Change ~ added varlable for E 10% 0
original LVR. | B sw =
': ‘72', o B 8 R %E 1d E ¥ g;. 0
Pox 05 3 3 3 2 s &
1 EemEm Good % Wmmwm AT(QArs % e \WOE .o Linear (WOE) :
{
Current Total Debt to Original DTl {current debt/original gross income) and Arrears %
Income ratio (DTI) S w
The initial trend is increasing arrears  : 8 a0 :
as the DTl increases. The at B w
approximately the 5-6 ratio mark this 2 2on 0
relationship changes to positive. é - o B ;
There is a hidden influence in this g i =
caused by the ages of the underlying a 10% 0 ;
loans, younger loans have a lower S wno
change of default. ' _. ;?; i Sl
Model Change — added variable for | o " - " S PO !
Debt to income Ratio. S L A A ;
: e GAOAY MRS ATTQArsYh seemm—ee WOE oo tineor (WOE) H
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Metro Country Distribution
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@ Hoﬁ"ﬁ’eSta

The metro country definition has change over the years from being by postcode to set suburbs and the
boundary has changed. In terms of statistical analysis these changes have had very little impact on the

arrears results,

36,323

720,751

T 2057,074

Model Change — added variable for original LVR.

Socio-Economic indexes for Areas
SEIFA

There is no statistical significance in
using postcodes as a variable for
location without a method to rank
postcades, Rather than using the raw
postcodes to categories arrears SEIFA
provides an ordinal ranking on
postcodes in SA based of Soclal
Economic indicators, This method
allows slmilar social economic areas in
metro and country locations to be
grouped for arrears.

.Socio-Economic Indexes for Areas
(SEIFA) is a product developed by the
ABS that ranks areas in Australia
according to relative socio-economic
advantage and disadvantage. The

45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

No of Loans and months distributions

= Good %

SRR Arrears %

indexes are based on information from the five-yearly Census. SEIFA 2016 is based on Census 2016
data, and consists of four indexes, each focusing on a different aspect of socio-economic advantage and
disadvantage, and being a summary of a different subset of Census variables.
The general trend Is positive with lower odds of arrears as the social economic increases. The Decile 7
has a wide range of WOE in the postcodes and include inner suburbs of Tranmere and Enfleld favoured
by higher ihcome couples with children which other arrears analysis has shown have a higher default

rate.

Model Change — added variable for SEIFA ranking.
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- Loan Age
The below table shows that the oldera
loan the higher the proportion of : Loan Age distribution
arrears. This would be expected as 20
. ; | % 140
the longer a loan exists the higher the | § 18% 120
chances that an event can ocour - 100
resulting in arrears. = 14% 80
. 0
Model Ghange — added variable for B o
I © o]
Loan Age. £ 10 20 g
g 8% 20
v 6% BefRNGHl-HER 2 B ..l 0
& e JB I ISR A LT 2
a y
g 2% -40
Q i
;go% i B 3 Elﬂglmmm-__h 60
2 123 456 7 8 9 101112131415 16 17 18 19

A Good %  EEEEEEE Alrears St ewemmmes WOE  sevrcoin Linear (WOE}

Product Purpose Group’
There is there was some difference between the purpose product groups. Refinance was the most

significant variable

Established = 68% . i 36,044 _ w88 e Weak
Construction 162,719 8% 3,154 % 191 | Medium |
Land. .. . .. 12,8155 A% 196 oo 0% o) 42.8.:0 - Strong
Refinance 386,400 19% 8,101 17% 1118 | Medium
"EquityLoan 7 0 - 88199° 7 4% - | 731 o 2% .01 1044 | .. Strong
Total 2,054,987 100% 48,226 100%

Model Change ~ added binary variable for Refinance Loans.

Product Fagility Group
There is significant difference between the product facility groups with low deposit and Nunhga loans

showing significant higher arrears rates, Subsequently the Nunga loans have heen excluded from the
mode! as now longer offered.

! . - 23092 e o
Graduate 163971 8% 1,226 3% 114.4 Strong

| Standard ‘ 1640010 80% 38,674 7 80%. 1037 T Unipredictive
Low Deposit 141348 7% 4852 | 10% 1 -38.1 Strong
Equity Loan 88,199 4% 731 2% 104.1 Strong
Total 2,056,620 100% 48,251 100%

Model Change — added binary variable for low deposit loans.
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Current Loan Risk category
During the life of a loan the Behavioural Risk Grading (BRG) is modified based on loan performance and
this then modifies the current Loan Risk category. The higher the risk score the higher the arrears odds.:
The 1isk category Is based on the underlying risk scor

/331,7.3¢
485,704
. 545,581
259,385
161,000
32,629
$2,816,033

IR N

:Total

Model Change — added normalized risk score. This is a measure of the number of standard deviations a
particular score Is from the average score, The reasons for doing this it allows Veda score to be used as
the initial score and reduces the impact the variable has on other coefficients.

Validation test

The new model has been compared to current scoring model and veda scores alone. The test method is
to compare the model's model loan grades with the actual slow % performance for 1,664 loah from
January 2017 to July 2019, The veda scores are not captured electronically so were extract manually
using the lowest score for any applicant in the loan file.

The comparison to see how constant the change is over the grades from good quality to poar.
it must be kept in mind that the measure of SLOW loans is comparing an actual result to a probability
range which has changed over the years so itis only an indicator of performance.

New Scoring method

619 | 37% 6 1% 37% 55.9

205- | 12% 8 4% 12% -86.4

Total 1664 100% 28 2% 100% 100%
The new method results in a more constant changein =~ ; o |
the propottion of slow loans. This is a closer match to New Credit Risk Rating ‘
the portfolio results. Two of the main differences [ dox ‘ - : 150 |
between the model and the portfoiio is the effect over ; o 100
time on the model results and BRG impact on the S0 50
portfolio model. = ¢
: 0% E : R =0.9957 50 |
. 15%
| 10 100
s -150
D on : N
. 1 2 3 4 5
s 95 GOod Dlst MR %5 Bad [ist  mmewwwwWOE  coovoe Linear (WOE)
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Veda Score only

Using only the Veda score and grading the results the same as the dynamic grading distribution.

.,» - e /01 5 D ,B ) J
T2 G 8% 6% 219 - 119,20
2 320 19% 3 1% 19% 9% 76.0
3 794 ~48% | 8 1% .- 48%. . 24% 68.7
4 248 15% 5 2% 15% 15% -1.7
§ 1.190 [311% 10, .-, 5% . 1% .} 30% -101.0
Total 1664 100% 33 2% 100% 100%
Risk grades 2 and 3 is better than risk grade 1 in ‘ Veda Credit Risk Rating
performance which is contrary to the desired results. ¢ ‘ ‘ 10

The Veda score is not a close match to the desired

distribution of customers with rating 1 top 10% have : °* 5o

the highest % of slow. ;Ao a
: i 30% |
! 0% )
10% o0 5
oo -150 |

) 2z 3 4 5
EsmEm % Good Dist  mowmewst % Bad Dist  emmmmet WOE  voveonn Littear (\VIE)

Settled sample set movements between Loan Rating bands

Significantly different risk rating formula and method it would be expected that there are many
movements between loan grades. Approximately 25% of loans remained in the same loan grade. 621 or
38% of loans estimated to Increase in loan grade. 618 or 37% of loans were downgraded. Of the moved
loans 96% moved up or down 2 or less loan grades. No SLOW loans move up more than 2 loan grades.
Even with the significant changes and movements the slow joans are still concentrated in the risker loan
grades. '
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HOMESTART BOARD

The meeting to be held at 1.00pm on Tuesday, 19 May 2020
via WebEx

_.AGENDA

‘Welcome and apologies i i}
Conflicts of interest . . o
Minutes of previous meeting - L - -

- 21 April 2020 - - 3 |

- Actionlist R e e T
ChairUpdate - - - L
'Minutes of previous Committee meetings -~ ) ) L

- ALCO Committee minutes; 21 April 2020 8

- __Audit Committee minutes; 21 April 2020 12

- HomeStart Economic Overview '
20051 COVID-19 Update and Risk Register - 17
20052  COVID-19 Scenario Analysis-Update - 23
'2005.3  Next Steps — Short and MediumTerm .~~~ T N
20054 GEOReport—April2020 Ty
Papers/Presentations
Approval: o . . I o
2005.5  HomeStart Dividend 2019-20 e B 62
2005.6 Register of Financial Authorisations 2020 - CEO | 64 |
Noting: e
20057 Realisations—Aprii2020 72
2005.8 Risk & Lending Update (Peter Byrnes) 80
Any Other Business - - - B
Next Meeting 16 June 2020 - B ]
Glose I D .

Distribution:
Board:

External:

Internal:

Sue Edwards, member
Cathle King, member

Jim Kouts, Chair
Darryl Royans, member
Andrew Seaton, member

_ Chris Ward, Deputy Chair
Shanti Berggren, member

Hon Stephan Knoll, Minister for Transport, Infrastructure and Local Government
Tammie Pribanic and Adam Pamula, Treasurer's Representative

Peter Byrnes
Tricig

Andrew Mills
Vanessa Charlesworth

John Oliver

Vas lannella — Minutes
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of South Auslralla

Minutes of Board Meetmg held on Tuesday, 21 Apr|| 2020
Via WebEx

PRESENT Jim Kouts (Chair)
Sue Edwards
Chris Ward
Darryl Royans
Shanti Berggren
Cathie King
Andrew Seaton

ATTENDEES John Oliver
Andrew Mills
Adam Pamula

Tricia |l (minutes)

The Chair opened the meeting at 1.00pm and welcomed the Minister and his Ministerial Advisor, Cameron
Henderson. :

MINISTER UPDATE

The Minister outlined the government's response to the COVID-19 pandemic, stating further announcements will be
made in relation to affected industries. The Minister requested weekly updates from HomeStart in relation to housing
and construction statistics, market intelligence and in due course, suggestions for economic/housing industry
recovery, post the pandemic.

At the Minister's request, Board members provided an overview of how COVID-19 has affected their respective
professional fields and offered suggestions towards an economic recovery.

The Minister and his Advisor left the meeting at 1.46pm.

CONFLICTS OF INTEREST

' There were no new conflicts of interest,

CHAIR UPDATE
+ The Chair stated the importance of communication during such challenging times and that of shareholders and credit

providers, The Chair informed the Board that the stress testing of the portfolio paper (previously circulated), had
been provided to the Minister.

MINUTES OF PREVIOUS MEETINGS

The minutes of the Board meeting held on 17 March 2020 were confirmed as an accurate record.

The minutes of the Asset and Liability (ALCO) Committee meeting held on 17 March 2020 were noted.

BOARD COMMITTEE UPDATES

Chris Ward provided an update on the latest ALCO meeting including:
» Economic update:
o The economy is in a challenging position

Sensitive; Commercial ‘ Page 1 of 4



o Unemployment is predicted to reach 10%
o The Financial Stability Review showed 20% of owner-occupiers with a mortgage held less than one
month's liquidity
ALCO ratified the March Standard Variable Rate Decrease approved via circular resolution on 23 March 2020
Brett & Watson will provide a supplementary Actuarial review, incorporating the effects of COVID-19, in May
2020

Community Lending — Darryl Royans informed the Board that HomeStart has recently contacted the six
largest community organisations since the outbreak of COVID-18; at this point in time financial positions have
been unaffected.

Sue Edwards provided an update on the latest Audit Committee meeting including:

*® ® & @&

The KPMG 2019-20 Audit Plan was presented and will include a COVID-19 provisioning overlay; noting
should a significant event occur post 30 June 2020, its severity will determine any amendments to the notes
on the financial statements
The RoFA — CEO Authorisations paper was approved for on forwarding to the board’s next meeting
The Financial Management Compliance Program has been updated and approved
Deloitte’s Broker Governance Madel review provided a good outcome

and BB provided industry insights and highlighted the importance of (customer)
record keeping, particularly in relation to impacts of COVID-19
The Audit Committee endorsed management's recommendation to reappoint Deloitte as HomeStart's
Internal Auditors.

Board approved the reappointment of Deloitte as internal auditor to HomeStart for a three-year period
commencing in July 2020.

ACTION LIST

2003.7 Starter Loan Six Month Review — a Minute has been provided to the Minister and the Treasurer.

MONTHLY REPORTS

2004.1.

CEO Report — March 2020
John Oliver spoke to the following matters:

+ March settlements were 66% of budget with April trending in similar fashion
+ Profit for the month was below budget and heavily impacted by increased collective
provisions associated with repayment deferral requests
» Interms of business current activity and the changing market conditions the following was
noted:
o .Internal lenders have eighteen interviews this week and twenty broker applications
were recelved last week plus seven over the weekend
o April approval pipeline is very good and could hit $40m for the month
o Banks are tightening credit and restricting industries such as tourism and hospitality
and opportunities will flow our way
o Customer calls into the Customer Operations team (arrears/hardship) normally
averages 750/week, however this has dramatically increased over the last five weeks
ranging from 900 to 2,500 calls per week _
o The call centre received over 400 calls last week, many are new loan enquiries plus
tenants enquiring about buying properties as landlords are looking to sell
e HomeStart has provided assistance to 534 customers with either deferral of repayments or
payment reductions for a period of up to three months, and can be extended another three
- months if required (to the value of $144m, 6% of portfolio); however the number of calis
received daily is now reducing. It was noted that this would have an ongoing impact on
collective provisions and therefore it was expected that profit for the remainder of the
financial year would be impacted.
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A letter had been sent to all customers regarding HomeStart's actions regarding COVID-19
(including a zero increase In the annual indexation and free manual redraws for a limited
time), an influx of calls was received, the opportunity was taken to update customer detalls
including employment/Centrelink status

Customers requesting repayment deferral are being asked specific questions to identify if
they have been impacted by the pandemic; notes and phone calls are recorded oh customer
files

Arrears increased shghtly in March, however COVID-19 affected customers will not be
included in arrears figures as they have been quarantined in line with APRA guidance

A building construction risk assessment will be presented to the Executive Committee this
week noting builders currently have up to nine months' work in the pipeline and can work
with social distancing measures in place but enquiry levels are slowing considerably

Land Services SA has confirmed all settlements will be digital from 20 August 2020
Discretionary administration expenses have been quarantined; a commitment has been
made to Treasury that admin expenses in the 2020-21 budget will match that of 2019-20
revised budget, aligned to the previous request for an additional $1m profit (pre Covid 19
DTF request)

The majority of employees are working from home, with only a few in the office each day for
printing requirements

People Leaders are checking in with teams daily via Skype and a weekly message from the
CEO (video or text) is placed on the intranet

Minor delays have been experienced with the supply of IT equipment

The new Head of Customers and Origination, Vas lannella will commence on 4 May 2020;
she has a background in retail and business banking (ANZ)

Board noted the monthly reports.

Papers/Presentations

Noting
2004.2 Realisations — March 2020
Board noted the write-offs.
2004.3 Major Projects Report
The loan system selection project, to procure a loan origination and servicing system, is currently
paused due to vendor presentations and engagement being limited due to COVID-19.
Board noted the paper.
2004.4 Strategic Scorecard Quarterly Update
Broker satisfaction has improved since last quarter due to a concentration of effort in that area.
Board noted the paper.
2004.5 Risk Appetite Quarterly Update
Board noted the paper.
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Peter Byrnes (Head of risk & Lending, HomeStart), | R = RSN (Dc/oitte) joined the meeting at

2.40pm.

2004.6 ~ Draft Risk Appetite Refresh and Risk Culture Target State Discussion

Risk Appetite Refresh | NS = I '<d 2 discussion with Board regarding the
results of interviews held with Board members and the Executive Committee; diversity of views
between Management and Board of four sub risk classes were examined and discussed. A draft
statement will be provided at the May 2020 Board meeting.

Risk Culture Target State — feedback from Board interviews will be integrated into the values refresh
project to be completed by the People and Culture Team (Customers, Communities and People).
The Chair thanked Deloitte for their work.

peter Byrnes, | N =< I /<t the mecting at 3.23pm.

Chief Financial Officer Update

Andrew Mills spoke fo the scenario and stress testing paper circulated to members prior to the
meeting. Points to note included; -

The proportion of the portfolio under payment ‘arrangements is a key driver of collective
provisioning in the short term, and the recovery or otherwise of these customers will drive
specific provisioning take up through FY21.

Property price movements present an uncontrollable risk through revaluation of the shared
equity portfolio as the primary first round impact and may also be expected to flow through
to provisioning. An interim shared equity revaluation is scheduled for the end of May to
provide a guide to possible year end effect.

There is minimal short term profit impact from changes to lending or discharges; the key
driver is ultimately movement in the size of the loan portfolio. While demand may fall in some
areas, tighter lending criterfa applied across the market may Increase the role of and need
for HomeStart in others,

Net margin was not stress tested as presently markets are relatively stable, reflecting
significant RBA support. HomeStart's net margin will improve through April and May as a
result but will not be sufficient to offset the effect of the factors above,

Analysis is looking ahead at several possible economic “pinch points”, particularly from
September 2020 — March 2021.

Board noted the update.

OTHER BUSINESS

No other business was raised.

The Chair closed the meeting at 3.52pm.

NEXT MEETING

The date of the next Board meseting is Tuesday, 19 May 2020, commencing at 1.00pm, via WebEx,

JIM KOUTS

CHAIR

HOMESTART FINANGE
/ 120
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Board action list , BT BB EINANCE
19/06/2020
’Agénda No, Action Réquirécj ey ' Date Raised - e Completion Date Person RequmjiMe

?A)g\ésalgr Weekly Updates April 2020 On-going ‘ John Oliver
2003.8 CFO regular updates to Board as required (COVID-18) February 2020 On-golng Andrew Mills
1910.1 Automated Data Pllot ~ outcome update October 2019 May 2020 John Ofiver
2004.6 Values Refresh project April 2020 July 2020° Vanessa Chartesworth .
2002.10 Informallon Services — Board update February 2020 2m half 2020 (thd) John Oliver




@ HomeStart

Government
of South Austeniia

Minutes of Asset & Liability Committee Meeting held on Tuesday, 21 April 2020
Via WebEx

PRESENT

ATTENDEES

Chris Ward (Chair)
Darryl Royans
Shanti Berggren
John Oliver
Andrew Mills

Peter Byrnes

Leon

Andrew Kennedy (SAFA)
Don Munro (SAFA)

Tricia | (minutes)

The Chair opened the mesting 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 17 March 2020 were confirmed as an accurate record.

" ACTION LIST

2002.6 Country Lending Categories Review — discussed under Agenda Item 2004.5.

ECONONIC UPDATE

~ Andrew Mills spoke to the circulated document “Economic Update — April 2020" and provided a general economic
update. Points to note included:;

The RBA now has two targets from each meeting being cash and 3-year Australian Government
Bonds, both of which remained at 25bp

. The cash rate and 3-year pond target are expected to remain at 25bp for a long time to come; the

RBA wants to see "progress... towards full employment” and inflation fitting sustainably into the 2-
3% target band

The Financial Stability Review showed 20% of owner-occupiers with a mortgage held less than
one month's liquidity

The RBA has also tested the LVR distribution of mortgages against house price decline scenarios
showing the proportions that will move intc negative equity, and believe sach one percentage point
increase in unemployment increase mortgage arrears by 0.8%; Federal Treasury is working to an
assumption of unemployment reaching 10%

Corel.ogic listings are down 25% in addition to valuations decreasing by 25%, however this is
dependant on location i.e. eastern states .

The ABS are anticipating 300k jobs will be lost in the next four weeks; Citi are predicting 900k jobs
could be lost in April

During previous recessions consumer sentiment has taken 1-2 years to bottom out. In 2020 it has
fallen to previous lows in just a few weeks.

Without JobKeeper, Westpac estimates unemployment would have reached 17%

Questions on employment suggest 1 in 5 have lost their entire wage income
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e Short term rates are low reflecting significant RBA activity, which has a positive impact on
HomeStart’s margin

SAFA UPDATE

Andrew Kennedy provided an update on market conditions. Points to note included:

s SAFA raised $1.5b at the start of April

e 2019-20 Funding requirements for the States was $46b, this has now potentially increased to as,
much as $73b

s Australia’s $800b debt may potentially to increase to $1.2trillion by the end of June 2020

e SAFA’s project funding requirements for 2020-21 is expected to be revised higher foliowing the
State Budget in early November

-« State government statutory organisations expect lower revenues in the coming year however the
impact is yet to be fully felt

e David Reynolds has announced the new SAFA General Manager, Anna Hughes will commence in
May 2020

Approval Papers

20041 March Standard Variable Rate Decrease - via circular resolution 23 March 2020

ALCO endorsed its approval of the paper as per the recommendations, via circular resolution on 23 March

2020.

Noting Papers

2004.2 Treasury Reports — March 2020

Leon [l spoke to the paper. Points to note included:

New swaps totalling $15m were settled to hedge fixed rate positions, including $2m in nine and
ten year buckets

The debt funding market value has shifted significantly to a favourable (positive) position in March
The average cost of working capital over March is lower due to the reductions in the cash
rate

Cash management is being carefully watched in anticlpation for an increase in discharges and
customers reducing repayments due to COVID-19 ‘

The compliance report has been updated to reflect changes to Treasury Policles approved by
ALCO last month

" ALCO noted the report.

2004.3 Asset Quality Reports — March 2020

Leon | spoke to the paper. Points to note included:

Arrears 30+ days increased over March; it is likely that the financial impacts from COVID-19
have led to the increase

Approximately 300 customers had been provided with assistance of repayment relief at
month-end and a further 70 were utilising advance payments

As at today, 534 customers have been placed on a payment arrangement, which represents
$144m in value and 6.4% of the portfolio

April is expected to be a difficult month as some customers will be waiting for the first
government assistance payments to come through

ALCO noted the report.

Andrew Kennedy and Don Munro left the meeting at 9.26am.
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2004.4 Actuary Review

A supplementary report will be provided next month, inclusive of COVID-19 impacts.

ALCO noted the report.

2004.5

Country Lending Loan to Valuation Review

Andrew Mills spoke to the paper. Points to note included:

» The review considers a longer time frame to review the trends and economic cycles of
regions

+ Atimeframe is provided for loans that move into arrears, MIP, and realisations

e Whyalla has an improving trend in arrears over the last 2-3 years, as such an increase in the
Whyalla LVR is now reasonable to consider

e ALCO raised concerns regarding Whyalla being a one business town and HomeStart's

. exposure in the market; it was noted minimal loans have been written in Whyalla over the

last seven years and existing Home Equity Loans in the region are approximately ten years
old. Management agreed to provide a broader range of data in support of its preference to
move Whyalla back to lending category 1. 4

¢ When considered in isolation the proposed case for changes to maximum LVRs in these
areas remains appropriate; however, in light of the coronavirus uncertainty, Management will
defer any proposed changes for at least three months to enable a clearer picture to emerge

ALCO noted the review and noted the paper will be resubmitted to ALCO following a secondary review (and
approval) by the Executive Committee in due course.

OTHER BUSINESS

Valuations — John Oliver informed ALCO that a pilot comparing AVM and in-house valuations highlighted the
fact that 99% of in-house valuations were coming in at the purchase price, It was also noted that the AVM
data was considered unreliable as a sole measure of the property value for a credit decision. As such, it has
been decided that HomeStart will accept the purchase price when the purchase is an arms-length transaction,
the property is situated in the metropolitan area, has been on the market for a reasonable time. It was also
noted that the assessors have access to information on realestate.com.au. and are utilising that website to
look at the propetty. - .

Guarantee Fee — notification of the 2021 guarantee fee is expected to be received in May/June 2020. The
current rate of 0.99 is in place until 30 June 2020.

Community Lending — Peter Byrnes confirmed that HomeStart has recently contacted the six largest
community organisations since the outbreak of COVID~19. At this point in time all community lending partners
financial position have been unaffected from the impact of Covid-19. No tenants and staff have reported as

"infected. Tenants were largely on Newstart, the age or disability pensions or very low incomes therefore

there has not been a change in rent arrears, or signs of current social tenants not paying or looking to get a
free ride under the "no eviction regime”,

Restrictions on maintenance spend and in some cases travel, has generally reduced costs / cash outflow.
Aged Care facilities in Ardrossan and Mannum have not had any virus cases but have had a significant
increase in spend on hand wash, sanitiser etc and personal protective equipment. Mid Murray Homes stated
that spending on these items was three times that of previous months.

The Chair closed the meeting at 8.51am.
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NEXT MEETING

The date of the next Asset & Liability committee meeting is Tuesday, 19 May 2020, commencing at 9:00am, at
HomeStart Finance, Level 5, 169 Pirie Street, Adelaide.

CHRIS WARD
CHAIR
HOMESTART FINANCE

/ /120
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Minutes of the Audit Committee Meeting held on Tuesday, 21 April 2020
Via WebEx

PRESENT Sue Edwards (Chair)
Cathie King
Andrew Seaton

ATTENDEES - John Oliver
Andrew Mills
Peter Byrnes
Soo-Ran
Robert Huddy / Auditor-General's Department
/ Deloitte

(minutes)

APOLOGIES Kelly Wilksch

The Chair opened the meeting at 10.30am, noting a change to the order of Agenda Items.

CONFLICTS OF INTEREST

There were no new conflicts of interest.

MINUTES OF PREVIOUS MEETINGS

The minutes of the previous meeting held on 18 February 2020 were confirmed as an accurate record.

ACTION LIST

Risk Culture Survey Report — currently underway and will be reported to the Board.

" External Auditor — KPMG 2019-20 Audit Plan ' o

Robert Huddy informed the Committee that KPMG have been re-contracted by the Auditor-General as external

auditors. The 2019-20 audit plan is consistent with previous years however will also focus on risks related to
COVID-18.

_informed the Committee that John Evans is retiring, and he will be the responsible Partner; i and

remain on the audit team and || . who specialises in financial services has joined the
team. spoke to the audit plan. Points to note included:

o Materiality is currently $2.65m and the reporting threshold is $128k, however this may change as a
result of the impact of Covid-19 on the financial resuit.

« Key focuses include the recognition, measurement, classification, and disclosure of leases on
initial application of AASB 16 Leases

o COVID-19 will not change the audit, however its disruption to the global market will have wide
ranging affects

¢ Should a subsequent event occur after 30 June 2020 and prior to the signing of the accounts its
severity and balance will determine how it is reflected in the disclosures

Sensltive: Commercial
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« The delivery of the audit program will differ to previous years, being completed remotely due to
COVID-19 restrictions

Robert Huddy added the State Government has enacted the COVID-19 Emergency Act which enables Treasury to

issue changes to Treasury Instructions, co-approved by the Auditor-General, if required. These changes can
enable changes to reporting timelines, if necessary under the circumstances.

NOTING PAPERS

2004.3 Provisions for COVID-19 Affected Loans

Andrew Mills spoke to the paper stating that as of yesterday, HomeStart has provided assistance to
534 customers with either deferral of repayments or payment reductions for a period of up to three
months (to the value of $144m). In line with AASB 9, provisions have been determined on expected
credit losses (ECL) over three stages taking into account the increased risk profile. The separation
‘of COVID-19 affected, and non-COVID-19 affected cases Is important in finding the balance for
correct provisioning, APRA's guidance states the payment holiday does not put loans into arrears.

The Audit Committee noted the paper.

2004.9 Deloitte ~ Internal Audit Status Report
N Hoted the field work has been completed for the AML/CTF audit.

The Audit Committee noted the report.

Broker Governance Report

stated the Broker Governance Model was re-written in December 2019 and was found
to be consistent with other comparable financial services institutions. The findings seek to improve
and embed the BGM across the organisation through the defivery of broker feedback, clarification
and communication of key roles, implementation of regular reporting and analysis of broker
performance. Management agree with the findings and will adopt the proposed recommendations.
it was noted a broker satisfaction survey is conducted by HomeStart every quarter that provides
direct feedback, results are reported on the corporate scorecard to Board,

(- The Audit Committee noted the report.

I rovided comments regarding current industry trends:

« The tracking and monitoring of the quality of applications from brokers by aggregators, is
now standard

» Brokers are busy with refinance activity, with much business returning to major banks who
are offering low interest rates

» Some lenders are providing brokers with specific COVID-19 information relating to mortgage
holidays which requires specific detailed information from the customer

« Some lenders have experienced a slowdown in the originations pipeline and therefore
settlements; this may impact employment at financial institutions whose business model is
heavily weighted at the origination stage

« There is potential for confusion on the treatment of arrears and if a customer would have
gone into arrears/hardship despite COVID-18

John Oliver and Peter Byrnes informed the Committee of HomeStart's response to COVID-19 to-
date: .
¢ The Customer Operations' team (arrears/hardship) are triaging all calls to determine which
customers have truly been affected by COVID-19, specific notes are being recorded on all
customer files
»  Current policy is being followed for all other non-COVID-19 arrears/hardship customers
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» Following a letter sent to all customers regarding HomeStart's actions regarding COVID-19,
an influx of calls was received, the opportunity was taken to update customer details
including employment/Centrelink status

« Analysis is currently being undertaken of the portfolio to determine emp[oyment industries
as well as what the market and economy may look like in September — December 2020

N - 1 at 11,41

APPROVAL PAPERS

2004.1

RoFA — CEO Authorisations Review

A slight amendment will be made to the cover page, "Approving Authority” will be changed from
“Executive Committee” to “HomeStart Finance Board of Management”,

The Audit Committee recommends the Board approve the Authorisations of the Chief Executive Officer
(Document 2) for the Register of Financial Authorisations, subject to the slight amendment above.

2004.2

Financial Management Compliance Program (FMCP) Policy Review

Management has undertaken its annual review of the policy and believes that HomeStart has a
robust and transparent FMCP which complies with the requirements of Treasurer's Instruction (TI)
2 ~ Financial Management and Tl 28 — Financial Management Compliance Program. The following
amendments will be made:

Cover page - "Approving Authority” will be changed from "Executive Committee” to “HomeStart
Audit Committes”.

5.5 Debt funding and interest rate risk management — table

Element of FMCP — ALCO )

Comment — second paragraph changed to read — “Each month ALCO receives a statement from
management as to whether Treasury Policies have been complied with, and if not, which policy is
not complied with, why, what action including timing of when the remedial action is planned to
rectify the hon-compliance”.

5.8 Loans to Customers — table

Element of FMCP — “Board Credit Committee” changed to “Credit Sub Committee”

Comment — changed to read - “Meets when required
Approves Community Lending proposals and Annual Reviews on
behalf of the Board within delegation
Recommends proposals to Minister / Treasurer that exceed the
Board Credit Sub Committee delegation”

The Audit Committee approved the annual review of HomeStart’s Financial Management Compliance
Program, subject to the above amendments.

2004.4

Review of the Fringe Benefits Tax (FBT) Governarice Framework

Soo-Rarjjjjjjiiffsvoke to the paper stating the review was completed by BDO and did not identify
any critical risks in terms of the non-compliance by HomeStart, or shortfall in disclosed FBT liability.
The report confirmed that HomeStart's FBT process meets requirements, however the governance
framework and structure will be updated to address all recommendations and will be incorporated
into the FBT management routine. This can be achieved with little disruption to the business and will
limit HomeStart's exposure to any potential risks in the future.

It was noted that HomeStart has a gift register form in place, is completed by employees who are
recipients of gifts, authorised by Management and are held by the General Counsel; however a
specific register is not maintained, nor details passed to Finance for FBT consideration. It was
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highlighted that most gifts (majority received at Christmas) are only apbroximately $50 or less in
value.

The Audit Committee noted the paper.

2004.5 Risk and Incident Update
Peter Byrnes informed the Committee that the annual update of operational risks (via Risk & Control
Self-Assessment process) is currently underway. A specific COVID-19 risk assessment has also
been completed, is maintained daily and reported to the Executive Committee on a fortnightly basis.
A COVID-19 working party has also been established and was meeting daily; however, is now
meeting three times per week. Management will forward the Committee a copy of the COVID-19
risk assessment.

Andrew Mills added scenario and stress testing of the portfolio was completed in March, the results
of which have been forwarded to the Minister and Treasurer.

The Audit Committee noted the paper.

2004.6 Loan File Gompliance Review

There were no High or Medium risk matters identified in February 2020 and March 2020 period.
There were four Low Risk matters identified.

The Audit Committee noted the paper.

2004.7 AML/CTF/Public Interest Disclosure/Fraud Report

There were seven suspicious matter incidents reported to AUSTRAC for the period 1 February
2020 to 31 March 2020.

The Audit Committee noted the paper.

2004.8 PwC Report — End User Application Manager Report

Andrew Mills spoke to the report stating there were two low and one moderate findings (based on
PwC rating criterla). HomeStart management have accepted 'and will implement the
recommendations. It was noted the report from PwC was overdue by three months.

The Audit Committee noted the paper.

OTHER BUSINESS

No other business was raised.

The Chair closed the meeting at 12,09pm.
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In Camera Session

Sue Edwards, Cathie King, Andrew Seaton, John Oliver, Peter Bymes and Andrew Mills met in camera following the
meeting.

Selection of Internal Auditors

All firms (8 in total) included on the SA Government Audit & Financial Services panel were invited to respond to
tender for HomeStart’s internal auditor. Six firms provided proposals that were evaluated, the highest scoring three
firms wete shortlisted for formal presentation; these were Deloitte, PwC and BDO, Foliowing the presentations, the
panel met and assessed the relative merits of each firm. The panel consisted of John Oliver, Andrew Mills and Peter
Byrnes (not a voting member). Deloitte resulted as the preferred firm, however subsequently HomeStart was informed
of Jason Muir's resignation. As such, proposed new director Richard Bush was interviewed by the panel. Mr Bush is
from the United Kingdom and has a digital background which will align with HomeStart's three-year strategy in IS
transformation and broader audit initiatives. Deloitte have also agreed to place KPls around deliverables that are
linked to their payment/fee.

The Audit Committee approved Management’s recommendation and will recommend to the Board the

reappointment of Delojtte as internal auditor to HomeStart for a three-year period commencing in July
2020.

Head of Risk & Lending 1:1 — deferred to the June 2020 mesting.

NEXT MEETING

The date of the next Audit committee meeting is Tuesday, 16 June 2020, commencing at 10:30am, at HomeStart
Finance, Level 5, 169 Pirie Street, Adelaide.

SUE EDWARDS
CHAIR
HOMESTART FINANCE

/ /20
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Risk Description Business Risk Owner | Controls Control Residual Resldual Risk | Residual | Comments
Unit Effectiveness | Risk Consequence | Risk
. Likelihood Rating
2t achleving HomeStart's Risk and Peter Byrnes | - specific hardship Effective 3- 5 - Extreme | Extreme
financlal objectives for Lending support provided on a Possible

FY19/20 and beyond due to
economlc constriction caused
by COVID. {l.e. due to an
Increase In provisions, and
reduction In property values
for the Shared Equity loan
portfolio),

needs basls, e.g. casual
employees who lose
their job,

- removal of CPl
Indexation on loans as a
temporary measure to
malintain repayments.

- loan repayment
holidays where needed.,
- balance sheet limit for
Shared Equity loans,

- Scenarlo analysls of
customers impacted
and overall Impact to
HomeStart’s financial
performance.

s‘Lippb'rted.‘
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Risk Description Business Rislk Owner | Controls Control Restdual Residual Risk | Residual | Comments
Unit Effectiveness | Risk Consequence | Risk
Likelthood Rating _‘
Infrastructure and/or system | Information | Andrew Mills | - DR Plan Partially 2- 4 - Major Major Risk consistent with
fallure impacts ability for Services - Incident management Unlikely existing operational rish,

employees to work effectively
In the office and from home.

processes

however we have a
greater reliance an
technology in remote
working environment,
Many of the manual
contingencies identified in
the BCP are no longer
possible due to the remote
working environment
therefore there Is a greater
rellance on incident
management processes
and disaster recovery.
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Risk Descriptlon Business Risk Owner | Controls Cantrol Residual | Resldual Risk | Resldual | Comments
Unit Effectiveness | Risk Consequence | Risk
Likelihood Rating
Cybercrime, Information { Andrew Mills | - IT policies Effective 1~ Rare 5 - Extreme Major Industry sources continue
;crease In the number of Services - Penatration testing report an increased

phishing, malicious sites, and
business emall compromise
attempts linked to the
pandemic.

- Employee testing and
performance
management,

- Cyber risk framework
{Including Firewall,
Endpolnt protection,
Patches stc.)

- clear instructions on
using devices remotely
Iincluding security
awareness. '

- remote
patching/updates of
davices,

- ensure all devices
have latest AV software
etc

number of cyber security
threats due to COVID-19,
The risk rating Is consistent
with the operational risk
rating and controls are
considered effective
although contlnued
monltoring and vigllance Is
required,
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Risk Description Business | Risk Owner | Controls Control Resldual Resldual Risk | Residual | Comments
Unit Effectiveness | Risk Consequence | Risk
Likelthood Rating ]

Employees may bacome People & | Vanessa - Practice good Effective 1 - Rare 4 - Major Moderate | - Reduced risk due to the
Infected with COVID-19 Culture Charlesworth | hygiene- signage effectiveness of g
through contact, Business promoting good preventative measures.
disruption caused by hyglene practices- - N5tS 9
significant Hlness and clear Instructions for
absenteelsm. employees regarding

preventative

measures- Social

distancing- visible

barriers at customer

contact points- Avoid

close contact with

anyone with cold or

flu like symptoms-

work from home

wherever possible,-

phone/video customer

interviews- wet

cleaning of office

spaces P t.
Market Risk. Sales Vas lannella | - Prlcing policles Partlally 2-Unlikely | 3-Moderate [ Moderate | Risk is potentially increased
HomeStart may not - Undertake quarterly compared to the existing
achleve sales targets due review of market operational risk given the
to reduced demand for offerings. possibility of decreased sales
loans from customers, - Monitor comparison over the next six months.
real estate market rates & market offers. Operatlonal controls listed -
decline, and/or inability stilf retevant.
to process loans due to
employee absences

20
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Risk Description Business Risk Owner | Controls Control Resldual | Residual Risk | Residual | Comments
Unit Effectiveness | Risk Consequence | Risk
Likelthood Rating
“sk profile of potentlal Risk and Peter Byrnes | - Application Risk Partlally 2- 3-Moderate | Moderate | Temporary lending
)stomers increases due to tending Grading Unitkely ' changes In recognition of

Job losses, nofirregular - Checking of customers' changed
work/income impacting their application dacuments circumstances are being
eligibifity for HomeStart by trained employees developed.
loans. Employment and - potentlally tighten
serviceablilty based on Lending policy, e.g.
previous months records may temporarily Increase
not be sustainable in the serviceabllity
current scenario where requirements, defer
continued employment Is less Country Lending review
certain, -~ maintaln strong due

diligence in 1D checking,

Income and expense

veriflcation,

employment status
Some employees may suffer | People & Vanessa - EAP support Partlally 3- 3-Moderate | Moderate | Some employees working
mental health Issues, e.g. due | Culture Charlesworth | - Identification of Posslble In the office to enable

to lliness, liness of family
members, working in
Isolation etc, business
disruption, sense of purpose
etc,

employees who may be
more at risk,

- encourage employees
to communicate
concerns with people
Leaders

-work from home
protocols Include
regular meetings/chack
Ins with tearn members

more soclal contact.
Generally employees have
adapted well to WFH,
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Risk Description Business Risk Owner | Controls Control Resldual | Resldual Risk | Residual | Comments

Unit Effectiveness | Risk Consequence | Risk

Likelithood Rating

Increase in bullding company | Risk and Pater Byrnes | - maintain contact with | Partially 3- 3-Moderate | Moderate | Subject to separate pap”
insolvencles due to economlc | Lending bullders. Possible which provide more de
downturn resulting In - Structured regarding risks and
partiafly constructed homes Construction controls,
exposing customers and arrangements.
HomeStart to potential - Builders’ Indemnity
flnancial losses. Insurance,
Employees working from People & Vanessa -~ Ergonomic Partially 3- 3-Moderate | Moderate | 80% of ergonomic
home may not have Culture Charleswoarth | assessments Possible assessments of home

appropriate ergonomic,
Infrastructure or work
practices to work safely
causing Injury and potential
workers compensation
claims.

~ employees able to
take office equipment
to use at home,

office environment have
been returned. Several
employees are working In
the office as their home
environments are not
suitable,
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Agenda item: 2005.2

Topic: COVID-19 Scenario Analysis - Update
From: Andrew Mills
Date: 19/05/2020
Status: ‘ Noting
1. Background '

This paper provides further analysis on the potential FY20 and FY21 financial and credit impacts of the
coronavirus, It builds on the scenario analysis and other work provided to Board in April 2020, The
subsequent focus has been to review the portion of the portfolio under negotiated payment arrangements,
applying this information to assess possible outcomes for provisions. -

2. Discussion

Overview

Analysis work has focused on loan level analysis of the ‘coronavirus' portfolio, working to ascertain
probabillities of loans returning to normal loan repayments, and therefore assist in defining our approach to
provisioning for FY20 year end. Additional work has focused on the likelihood of a significant economic
decline through the remainder of calendar year 2020 and into 2021, offering some guidance as to longer
term pathways for provisions.

The original scenario analysis was first prepared in late March, and since then management has regularly
reviewed assumptions against actual data. At this point, it appears the Base Case scenario is holding up
well and performance is tracking inside It.

Analysis of loans under negotiated payments

At 30 April 2020 there were 628 loans worth approximately $171m (7.7% of the portfolio) under negotiated
payment arrangements. The customers applying display a higher concentration in the purpose of
construction than the underlying portfolio. Along with this characteristic there is a higher proportion of
Graduate loan product than the underlying portfolio, Of the Graduate Loan customers, 46% had Certificate
qualifications which is consistent with portfolio proportions.

An initial assessment was conducted reviewing these customers, and the loans were separated into 3
groups (high, medium, low) based on the chance that borrowers would return to prior income levels. The
assessment was based on the information provided at the time of application as well as the current loan
performance rating. Each loan was reviewed to consider the income source (e.g. government, either
Centrelink or department/agency would be weighted more positively), the employer (relative strength of a
large employer versus small business), industry (exposure to shutdowns, e.g. tourism), type of employment
(full time, casual etc) and the analysis was applied across both parties to the loan (where present).

After reviewing the data set, loans with one or both borrowers In full time employment with a good
repaymient history and appropriate employers/industries were considered a high chance of returning to pre
COVID-19 repayments. These are essentlally customers where the problem can be classified as one of
“temporary liquidity”. However, borrowers with weaker employment arrangements and a poor repayment
record were considered a lower chance of returning to pre-virus repayment behaviour,

Senslitive: Commerclal 23
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Appendix 1 contains charts displaying total coronavirus-affected customer characteristics followed by slides
for each of the three identified groups. The charts In the appendix display the assessed income chance
returning to past levels, LVR distribution, loan balance by probability of income return, and employment
characteristics. Key outputs are summarised in the table below.

2 DVIQ Y () +]9

Number of Loans 628 284 (45%) 282 (45%) 62 (10%)
Value of Loans - $171m $79m (46%) $76m (44%) $16m (10%)
Primary Borrower Full time % 49% 69% 34% 24% )
Primary Borrower Casual % 12% 1% 20% 35%

Loan Performance Rating 85% 94% 87% 8%
Satisfactory or better %

Median LVR o 93% 94% 91% 86%
Average Loan Age 5.2 years 4.7 years 4,5 years 7.9 years

Source: HomeStart analysis

“Customers in the low probabllity bucket display a much higher propensity for casual employment and are
less likely to demonstrate ongoihg good loan conduct. Consequently, this group is likely to already have an
undeilying credit issue as opposed to the customers In the high/medium probability buckets, and thus more
likely to trigger a specific provision at some point (if not already).

When comparing customers placed in the High probability group with those in Medium, it is observed that
the Medium group tends to show:

An older group of customers, which is expected to increase the risk of longer term unemployment
Less propensity to be in full time work, and more causal employment

Higher industry risk factors for prolonged closure / restriction

Slightly weaker employers

Provisioning for FY20 — “first round” effects of the virus ‘

Provision adjustments for March and April due to the corohavirus portfolio already exceed $3m, with most
adjustments through the collective provision account so far. As there is a need to ensure provisions reflect
expected credit losses, the portfolio is being closely monitored and will be assessed monthly as well as
formally at year end. It is considered likely that further provision increases this financial year will be
necessary as the portfolio becomes more well understood. In particular, the segmentation prepared above
is expected to allow a finer discrimination between loans with a “temporary liquidity problem” as opposed
to loans where there may be a deeper credit issue. The latter (Low probability cases, totalling $16m) are
more likely to require a specific provision be raised, whereas the former (High and Medium probability
cases, totalling $155m).

As a guide, a specific provision on $16m of loans would harmally equate to around $3.2m, although that is |
subject to a range of assumptions including costs of realisation, and a proportion of this amount has already
been recognised albelt through the collective account. The remainder of the coronavirus portfolio has had
some form of collective provision already raised, although final figures will be subject to a full review
including any economic overlays necessary.

Possible impacts on FY21 and beyond — “second round” effects of the virus

In addition to the ‘first round’ direct coronavirus effects discussed above, the economic downturn will have
a second round of impacts on credit quality and thus, arrears, and this will be realised over a much longer
time period.

To provide some sense of historical context, although not to suggest that history will necessarily repeat, the
graph below compares movement in the 3mths+ arrears rate (measured by value of accounts) against the
specific provision coverage of the loan portfolio as at 30 June each year. Although the two measures are
tightly correlated (0.9), the provision rate will generally shift by about 50% that of the movementin arrears,
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where those movements are small. For larger shifts, such as from 2010 — 2015, the provision build up was
about a third of the increase In arrears, and similarly for the perlod 2015 — 2020 the unwinding of provisions
has been about a third the decrease in arrears.

3mths+ arrears ($) vs. Specific Prov (% portfolio)

1.80%
1.60%
1.40%
1.20%
1.00%
0.80% -
{ 0.60%
0.40%
0.20%
0.00%

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

= SP/Portfollo  emesmms 3mths+ arrears ($)

Source: HomeStart internal data

Some of the reasons for this varlation can be particular to the drivers of arrears in any given cycle such as
geography, property price movements and other factors but the relationship generally can provide a guide
to how specific provisions might track if, as expected, 3mths+ arrears begin to rise during FY21. Looking
ahead, of particular concern Is the six month period after September 2020, from which time loans will have
exlted negotiated payment status and will either be expected to return to terms, or may start triggering
arrears rules in provisioning models if the customer is unable to service their loan.

Estimated $ change in Spec Provision for given
3mths+ arrears

9,000,000
8,000,000
7,000,000
6,000,000
5,000,000
4,000,000
3,000,000
2,000,000
1,000,000 E
0.00% 1.00% 1.10% 1.20% 130% 140% 150% 175% 2.00%

Total S movement in specific provision

Scenarlos for peak 3mth+ arrears rate (3)

Source: HomeStart internal modelling

Using the experience from 2010 ~ 2020 as a guide, a model has been constructed to estimate equivalent
specific provision requirements, as well as the movement from the provision held as at 30 April 2020, if the
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3mth+ arrears rate begins to rise. It shows that, for example, 3 month arrears at 1,30% would require an
additional $3.3m of specific provision over and above current levels. in considering the above, three factors
must be considered:

+ The above does not represent a prediction for what arrears or provisions will be, instead it is a
model of possible outcomes and designed to illustrate scale.

+ Arrears — and provisions — are bullt over time. Even if 3 month arrears were to double over the
course of the coming economic cycle, it is unlikely all of it would be realised in any one financial
year. As the first graph above shows, these cycles can span several financial years depending on
the circumstances.

+ Collective provisions will increase ahead of any change in specific provisions, and movements in
the two can be related. The above does not include the net effects of any change in collective.
Under AASB9 HomeStart is using an Expected Credit Loss madel which, by definition, is forward
looking.

Actual performance compared to original scenarios
The following scenarios were modelled during late March / early April and results presented at the Board's
April 2020 meeting.

The modelling showed that the
key variables for monitoring were
the proportion of the portfolio that
was under arrangements, and
property price movements.

«100% for 6 mths -100% for 6 mtha
S SWBlan ) Blablei s
5%lor3mth§ és%féramlhs 40% for 6 mihs 40% for 8 mths
%300m) (§600m) (9800m) (3600m) . Portfolio  scale is  always
. fundamental to HomeStart's
financial strength and remains so.

Highlighted in the graph below is the portfolio under arrangements, which is tracking well below the Base
Case projection of $300m, although it continues to grow very slowly.

HomeStart's shared equity portfolio will be revalued as at May month end, and again in June for year end,
to ascertain property price trajectories. Recent data from CoreLogic suggests prices are stable but this is
not expected to be maintained as supply of houses on market is thought to be continuing to increase. This
is still regarded as an issue more likely to hit in FY21 although some effect is expected in FY20.

: Coronavirus loans - negotiated (#, LHS; Sm, RHS)
$300m
' : ' $250m
$200m
! 1000 $150m
’ 500 $100m
$50m
0 som
;
|
E

i . mE Value S =====No, Loans
I
Source: HomeStart internal data
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Summary

Initial analysis shows there is a reasonable proportion of customers who are rated as likely to be able to
resume normal loan instalments once the negotiation period has ended. There Is also a significant ‘middle’
group where the outcome still remains uncertain but still somewhat positive, and a much smaller group
- rated as highly unlikely to return to their original instalments, Not all of this latter group will necessarily fall
into arrears or default — there are a varlety of pathways for customers and HomeStart to take — but the
possibilities need to be considered.

Beyond the current financial year it is expected the period from September 2020 onward has the potential
to represent a ‘pinch point’ for the economy as many mortgages either reset and varlous government
assistance programmes begin to close. FY21 is considered to hold greater economic risk thah has been
experienced to date. For this reason, analysis of the relationship between 3 month arrears and specific
provisions has been undertaken to outline possible outcomes, This work will be used to assist in developing
the next iteration of Operating Outlook which is planned to be presented to Board in June 2020 as per
hormal. :

3. Recommendation

That the Board notes further progress in assessing and understanding the financlal implications of the
coronavirus.

Andrew Mills .
Chief Financial Officer
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Appendix 1 Slides — COVID-19 Profiles

COVID-19 All Customers profile

Approximately 50%
are full time
employed

Nearly 70% of the
loans have an LVR of
90% or more

78% of the loans are
less than or equal to
5 years or younget
compared to 70%
for all HomeStart
Loans

COVID 19 Fatfabs Balanss 4pit by Laes Performance Rating and bacome Chante Currant IVR and Todat Valy e by intemma Chance
Coance Qs ¥ Medus Dy ueke O & Lz Blon
froa s
330 4
5511 !
i o
3
1o L
%
&
Jtat
1343
o '
& i
o v el i EEHERN .
“ 23 a3 e 153, FRo%N (BN S 435 N
% $p%t Valva by Soroer 1 tagirduat Loans Curent VR and tean Bafance by tacome Chance
Charee Bigh 3 eoor Alow
[
$53%
i 3
£
3
ER .
.o
Courtof §amonr 1 Count 2nd boreaa st
b 15 72% - 6 2 8 3 6 2 S
o 934
\ f \ .

Sensilive: Commerclal

28




Board paper

govunment
af Souh Norirstis

@ HomeStart

EANANCE

" High chance return to same Income

.

46% of the COVID-
19 by value was
assessed High
chance

Over 69% of primary
borrowers are full
time employed and
there Is a high
proportion of
secondary horrower
with full time jobs

94% have a good
repayment history
satisfactory or
better Loan
Performance Rating
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Medium chance return to same Income
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Low chance return to same Income

10% of the COVID-
19 by value was
assessed Low
chahce

35% of primary
borrowers are
casuals

Less than 10% have
a good repayment
history

LVR distribution is
lower than the
Good or Medium
ratings
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Agenda Item: 2005.4

Topic: CEO Report
From: Andrew Mills
Date: 19/05/2020
Status: Noting

1. Recommendation

That the Board notes the monthly reports for April 2020.

Andrew Mills John Oliver
Chief Financial Officer Chief Executive Officer
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Executive Summary April 2020

Key Points

Underlying earnings for the month of April were again strong but the reported profit of $1.6m was
approximately $1m under budget due to a further increase in provisions due to the coronavirus situation.
By 30 April there were 804 loan accounts on negotiated payment arrangements due to the virus, totalling
$163m. The rate at which loans entered these arrangements slowed significantly over the course of the
month and the total balance represents just over 7% of the total porifolio, HomeStart's experience appears
broadly consistent with the wider banking sector. :

Consequently, YTD profit of $28m fell behind revised budget for the first time this year, although still well
ahead of the original budget of $20m. Given the situation, the revised budget of $34m js not expected to
be achieved. Significant work has been undertaken to understand the provisioning impact of the virus,
whilst there remains substantial uncertainty as to the effect of house prices by year end.

The core earnings engine of the business remains strong, with net interest margin (NIM) continuing to rise
during the month to 1.88% from 1.87% last month, benefiting from the 30 day BBSW rate settling at a
18bp discount ta cash for much of the month. NIM is expected to provide earnings support through May
and provide a partial offset against rising bad & doubtful debt costs.

Return on equity (ROE) remains elevated at 20.6%, although falling from the result of 21.5% in March but
well ahead of the 9% target.

A total of 104 new loans were settled during April worth $31.6m, 89% of target, and essentially comparable
to levels in March and February. YTD volumes reached 1,096 loans worth $324m (78% of target).
Approvals were solid at $37m, 3% ahead of target and supportive of lending remaining stable in the near
term. Construction lending. to the end of the month was aimost 10% ahead of the same period last year.

Discharges exceeded budget by just under 2% but modest portfolio growth was achieved with the loan
portfolic growing by around $3m.

Interest rate markets were stable during the month reflecting ongoing RBA support. Short term interest
rates were significantly below the cash rate, whilst shorter term swaps (1-3 years) were also generally at
levels close to, or below cash. Fixed rates have been reduced to reflect the much lower funding costs,
and customer demand for a fixed rate has grown substantially. Swaps were dealt across various maturities
to hedge interest rate exposures arising, as well as manage shared equity exposure,

Arrears of 30 days+ increased, noting that coronavirus-affected customers are not included in these
values, to 2.12% from 1.99% (benchmark 2.90%), and from 2.22% to 2.35% by number of accounts
(benchmark 2.50%). Arrears 90 days and over edged up slightly from 0.73% to 0.75% by value. These
figures are expected to increase over the coming year as the full economic impact of the coronavirus
becomes apparent, particularly the long-term impact on unemployment.

Administration expenses were $84k inside the revised budget, with some additional costs incurred due to
the conronavirus such as contacting the entire customer base. The overall trajectory for administration
expenses remains below the revised full year budget. Discretionary expense controls were implemented
from April onwards.

HomeStart's underlying financial performance and earnings capacity remains sound. The Initial impact of
the virus is being absorbed, and preparations are underway to evaluate and understand second and third
round impacts over coming months and into FY21.

34




(

' H

Operational Dashboard
As at April 2020

OPERATING PARAMETERS

RETURN ON INVESTMENT

PORTFOLIO #

ARREARS

NEW BUSINESS

or £CIAL ASSISTANCE

DISCHARGES (guide 2)

MARKET SHARE

LOAN.PROCESSING

WORKFORGE QUALITY
'S |RATEGY ALIGNMENT

% Indicator guide ¢

% Indleator gulde 2 ;

Discharges ($m

7 Toal Employee Turnover

ctual

ROE 14.49%
Pre-Tax Operating Profit ($m) $23.3
Net Interest Margin 1.31%
Gapital Adequacy 12.50%
Operating Cost : Net Interest Income 49,99%
YTD Payments to Govt ($m) $51.7
Payments to Govt as % of Capital 32.13%
Gross Portfolio ($m) $2,245.7
% Loan Partfolio Growth ($) (YoY) 6.92%
All Channels ($) 1.84%
All Channels (No.) 2.41%

Lending (No.) _ 136" 104

Settlements Inc HELs & Redraws ($m) $489.7 $32.4
% FHB Loans to New Lending (YTD No,) 66.16%

% Customers Can't Get Finance 87.05%

% New (No.) Gustomers with 8,A, 25.06%

% Loan Portfolio (No.) \.Nﬂh‘S.A. 28.80%

) Inc, HOME Programs

% All (No.) . 00%
% FHB (No) 1870%  0.00%
% App Started to Submitted ' 85.75%

% App Submitted to Approval 72.98%

% App Approval to Settlad 10187%

Last Submitted to Approval (days) 0.06 0.13

Credit Assessment Rework

19.27% +

20.60% >9.00% ****
$28.0 $28.9
1.88% 1,06%
12.30% >12,00% ***
40.99% zl| < 55.00%
$305 g3l | $48.6
18.28% 478 | 38.83%
$2.2390 o] $2,379.8 %
1.01% 4% | 7.06%
2.12% ; 2.90%
2.36% 2.50%

1,096 7evgl | 1,404
93387 7oo5 | $431.3
69.80% 50.00%
85.98% - "~ 80.00% - 90.00%
19.89% 35.00%
28.60% 20.00%
$202.7

$262.1

4.87% 4.00%

22.67% 12_.Q0%

79.84% 79.00%

756.08% 80.00%

95.72% 95.00%
2

40.96% 50.,00%

20.00%

Unplanned leave (%) 2.71% 2.31% 4.00%
Lost Time Injury (days) 0.00 0.00 = 0.00
% Employee AL > 35 working days 7.90% 6.31% 7998 | <=5.00%
% Employee with Current MyPlan Plans 100% 100.00% 5% 100.00%
Signed Performaﬁce RevieWSM’f  100% 99.00% 100.00°/'o

' Monthly average previous financlal year,
*.Lasl year's actuals.

*** June FY Budgst.

"** Govermnment Approved Targels

+ Rolling 12 Months

S.A, loans include: Advanlage, Wyatt and EquityStar,

A Surplus Borrowing Cap measure will show whan under $260m.
A excludes Communlty Finance .

AM Jul to Dec = EOY raviews, Jan o Jun = MY reviev/s
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FINANCIAL PERSPECTIVE - VALUE DRIVERS

YTD as at Aprif 2020 {oalcutation based on the current budget)

Profit before Tax
$28.0m

FP1

Operating Cost to Avg
Total Assets

Operating Cost {o Net

Income

Guarantee Fee

1.35 %/ $22.8m

Avg Earning Rate

Non-Interest Income
$11.6m

Subsldised Loans

Liabilities $2049.7m

Cost of Funds YTD

Loan Orig Fee

Other Income

S $2.8m

Gapltat Adequacy
Ratlo

% Loans in Arrears

(no)

Discharges

Other Principal

Repald

— L
S Other Assets

New Lending
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YTD Other Loan Adminislration Feas lncome Is 4.0% below the

FINANCIAL PERSPECTIVE - INCOME STATEMENT FPZ .
As at Aprif 2020
MTD YTD LY YTD Full Year COMMENTS:
3 X Origina X Var, ctual | Ordginal Ref. HomeStart's YTD proflt from ordinary aglivitles
Aclual | Orlglnat Ref, Var, | Aclual riginal Raf, ar, | Actual ginal f, boforo refated income tax s $26.0m. §901K or 3.1%
$'000 | s'o00 | $'000 |$'o00| $'ooo s'o00 [ $rooe |$'ooo| $'o00 wid b $'000 | [below the YTD revised budgot.
Gross Inlerest Margin 5,924 5061 5,926 73] 59,168 B5.315] 59,003 186[ 50,976 66,554 71,014
Interest lncoma 7,409 8,715 8,064 (652)! 82,801 87,056 83512 i) 87,888 104,925 99,339} jAccounts prepared In accordance with AIFRS; refer
Interes! Expense 4,486 3,034 3} 23,642 3,743 24,609]  B87| 36,818 38,370 28,326] {Board Glossary for spaclflc accounling impact.
8 “2d Loans Nat Falr Value 2121 481 87 (] 1,898 5 489’ 1,780 2,200 2,059
t {ised Loans Effeclive Interest Income a3 386 {4) 3,284 3,842 3,384 {10y 3,426 4,373 4,069
Ya..aidised Loans FV Expansa (1) 61 174 12 484 1,744 943 479 1,646 2,003 1,209
GQovarngtenl Guarantes Fes 2164/ 2440 8 22,767 23,837 22,784 1z 24,646 28,780 27,211
Gavl, Guaranlee Fes 2,184 2,410 N 22,767 23,837 22,784 iz 24,845 28,780 27,217| |Budget Vartance Analysls LINDE|
Ret Interast Margin 4.032] 3462 15 36,312 A1.376 38,670 641 28,110 40,054 46,658
Add: Olher Incoma 1.088) 1166 {83) 11,852 1t.437 11.046(  {393) 11,808 13778 14344; (1) Subsltdised Loans Falr Value Expense 479
RTV Invasimenls
{atinatl Isall YTD Subsldlsed Loans Falr Value Expanse is 50.3% under YTD
Loan O 243 248 2,495 2,364 2,638  (44) 2,673 2,857 3,087
Equltystart Subsldy (2) 0 o Lt&ﬁ 34 . IS 34 1 531 a4 ;grvalzi‘hudgal.vma\lon duta to fowet discount rates then
Other Loan Administration Feas (3) 188 218 {as) 2,300 2,237 2,304}  (a5) 2,307 2,674 2,881 y 0
Breakihrough Loans Caplla) Galns Izl {41} 414 813 6741 (260) 837 760 793} [(2) EquityStart Subsldy LU
Shared Equity Optlon Loans Capltal Galns 7 {8} 8 45 A (38) 27 60 69 | YTD EquityStart Subsldy are fina with ha rayised budgel with 2
Sundry 68 9 83 B 741 [loans YTD.
©80 subsidles and relmbursements 613 0 6131 Q (3) Other Loan Adminlstration Fees (96)
Bad Debts R 0 69 34
1 248,
1a

Loan Managers Paymenis (4}
Trajt Commission
Loan Origlnation Expansa Amontlsation
Other Loan Admlnisbialion Payments
Managamen! Fae
Other {oan Managars Paymanta
Admlnisiration Expenses (5}
Porsonne| Expansos
Other
Deprucialion and Amortisation of Fitouls
{nformation Technology
Markeling, Prod Dev, Adv, SpeaPro} |
Loan Administratlen
Awdit Faes
Board Fess
Offics Accommodation
Consuitanis Fes
Human Resolrces and Staff Davi
Bad and Doubtfu} Debls Expense (8)
Douthlful Dehbls - Spaclfic
Doublful Dabls - Cotloctive
Bad Dabls Writlan Off

Widividual knp et § antounts may not add up fo Tolals dua fo roundaig vadance +-$ 1,000
LY =Las! Yoor

Raf. = Reforecast Budget

Ver, = Vananca hohveen Adual fo Refaracast Budgn)

YTO ravised budgal

{4) Loan Managers Payments

YTD Loan Manager Payments are 0,6% below the revised
budgal with lowar setlaments,

{6} Administration Expenses 80

YTD Administration Expenses ara 3,7% under the YTO ravised
budget predarminataly dua to Umlng of markeling expenses
relaled lo TV advert production and Bming refaled to 1S projscl

18

(6)r and Dol ebls E: {1,847

YTD Bad and Doubliul Dabls expanse Is 1371.3% over tha
ravised budgel difa to COVID18 with additonal provistons for

jcustomars who soughl payment rellef In March and Apiit,

Note:
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FINANCIAL PERSPECTIVE - BALANCE SHEET EP3
As at Aprll 2020

HomeStart Consolidated Neot Assets ACTUAL FORECAST | LASTYEAR
Apr-20 Jun-20 Jun-19
Gurrent Year ) Years : $'000 $'000 $'000
Funds Empfoved
Retained Earnings 165,346 128,102 139,812
Credit Losses Resarve 7,306 7,306 7,306
Derlvative Valuatlon Reserve (4,678) {4,202)
Current Yaars Profit (after tax) 19,623 23,809 16,301
130 ll Jegz % Assels ’
oid-0-§ 0§ fandard Loans 2,079,837 2,094,582 2,080,068
8 § (120,09 J0 . R AT Subsidised Loans . . 140,278 ' 111,808 111,672
85 ¢ EEEEREEYEE | wreakiwrough Loans 44,061 43,818 48,954
. Shared Equity Option Loans 5,048 6,949 3,677
YTD net assels have increased by $18.4m (11.6%) pradominanlly due to The j Conlrol Accounts 81 1,331
l favourable YTD profil after tax. Gross Loan Parifolio 2,238,804 2.256,157] 2.245,703
Actual B Forevast Falr Value Adjusiment (9,197) (10,152) (10,639)
Nel Deferred Loan Fees {7,780} {7,896) {7,555}
HomesStart Consolidated Movement YTD in Total Asgets ol Loans (Ate S adiusiments) 2,292,017 2108 2,221,608
Gurrent Year Years Proviston for Impairment - Specific {7,630) (7,014) (8,230)
YT Provision for Impalmient - Golleclive (11,503) {16,122} (10,359)
.{ Impglred Loans Unearned income : (2,115) {2,078) (2,170)
00 : ; Nt Parifollo 2,200,770 218,695 2,206,748
} Derlvatives . 0
o W W~ Other Assels 26,619 11,252 11,252
sq
oz2-N 8- .8 H H. H
l I Less: Liabititles
oo - R AN A B HHI Borrowlngs 2,023,014 2,052,427 2,040,430
! Tax Liabllity 6,869 3,856
(0_2)_]?:‘ a4 & 2EE A4 Derlvatives 4,675 4,202
g é‘- (% ] é g f! é ; -3 lher Liabilitles 16,140 18,603 10,295

it 3, 1.9: 58,783

YTD fofal assels hiave Increased by $9.2m (0.42%) targely due to the change in
treatment of leases under new accaunting standard (AASB 16).

Indnickaol Iina #2m § amauats may nof add up b2 Tofaks due 1o 1unding yarianta 4-31,080

YTD gross foan porifollo has decreased by $6,7m (-0,30%) due 1o the continued
Incrense In discharges.
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FINANCIAL PERSPECTIVE - PROFITABILITY AND RETURN Fpd
As at Aprll 2020

Consolldated Undarlylng Profit YTO - Current Year . ' Consolldated Underlying Profit YTO « Yearly
LT TR RPN 48

$m

2015 2018 2017 2018 2018 2020 2021 2022 2023 2024

&R Underlylng Profit  &255 Foreoast B Underlylng Profil 22 Forecast

YTD actual undarying profit was $30.0m which was $0,9m higher than YTD revised
budget of $29.1m. .

Return on Average Shareholderé' Equity

25— .

150 —
& ®
w5
0— - P
2018 2018 2020 2024
( . REEE Ave S/Hers' Equity =24 Forecas! —w— Rinon Av S/Hers' Equity

\

4 Yfi‘D n%’\/ual relturn on sheraholder's equity was 20.6% compared to FY revised budget
af 16,2%.
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FINANCIAL PERSPECTIVE - PORTFOLIO RISK ANALYSIS

As at April 2020

i Capital Adequacy Ratio

By, s, 0y, O, \"’o,b Br O, ‘3"{9 K *’o‘%’ 2,
GGG b % % % T Y G %, T
! &5 Aclual  —~ Benchmark

l Portfolio LVR >100% by $value

‘30 SO, v0,
(L s 7
@ ¥,

&

2,
0’)V
Y Y% % % % % Y% Y% % %

50, S0, SO, 0, YO
7 7 (AN Z
s, ‘8, v O,

Exo Community Landing & Aged Care, Values as ot July sech yeor after tha annus! V@ tpdata In LLAS,

FP5

Portfolio by LVR Distrihution by $value

50 -

40

30
* 20

104"

ol . .
KN *‘b,} *’o,;"o,90,*’0,‘;’%*“0,:’0,50,‘50«%@ %@\‘b,;’o,fo,&%@\’o,‘g%,:%%o
A N AN AN AN AN AN NN AL AN
e 20 <0B0% o >00% - %nB0% e B0% - <HOEB e 2O5% - <mI00% s >10D%
| ExeCommunlly Lending & A‘gad‘C;:ra

Portfolio Potential Shortfall - Stress Test
Sale Price; Current Value % |Gustomers who soll % ($xn)

A ;
Gountry 30%;

Metro | ; 1%] 10%] 20%|
Pooee | ] $0.8| $7.8] $15.2] $22.7
I T B B $1.6) $15.5] $31.1] $46.6.
b ] e $3.0) $29.6/ $69.2] $88.9°
| | s (847 Tyaral $94.0) $1414]

£.9. 1§,30% of propartles ware sold o the one day and HomaSlart only realises 70% of currenl valua In the Metro
Areas and 50% In Counlry Areas, $141.1 milfion [n capilal would ba requiced to make up the shortfall,

|General Portfolio Risk Statistics | 2020apr | 2020Mar | Benchmark|
{Current Weightad Avg LVR (%) | 79.39) 7817]  <=80.00]
{Welghied Avg Age (years) { 4.65} 4.65} nlal
INon-Accrual Loans (%) ! 2,65} <=6,60

2.42|
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F
FINANCIAL PERSPECTIVE - TREASURY e

As at Aprit 2020

Total debt porifolio 2,023,014,478 2,460,000,000

2006.1.8

Graph 1 Forecast borrowing for next month

[Markel Value profitifloss) of debt portfolle (1,440,841)]

Actual this menth Previous month

{Cost of Funds % { 0,749] 1.074]
|Avg Guarantes fes % | 1,303 1.309]

Comments/Actlons:

Borrowings Increased by $1,4m In April, Setllements were araund expeclallon bt joan discharges ware down comparad to
racent months, Borrowings are forecast lo reduce next monlh allowing for decreases in both selllements and discharges,

The market value position on debt shifted back due to some unwinding of the significant increase In credit spreads since
March, Funding cests reduced further from continuing reductions to the banchmark 30 day rate (BBSW), Refinancing ovar
the next 12 monlhs will increase whan May 2021 maturitles become short-term but will be well within the 40% limil,

May FCast: Surphus $2.1m
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FINANCIAL PERSPECTIVE - OPERATING ENVIRONMENT 77

As at April 2020
eralQ olisePrice ange 0 0
Suburb Deac 2019 {$) Dec 2018 ($) Period changa (%) Table 8,4 Qulput Growth and inffalion Baselino Forocasts{h®}
Blakeview 342,000 351,750 8 Per et
Elizaheth Downs . 203,250 182,600 3 . Veirended
Sallsbury East 316,000 320,000 . Dic2019 June2020 Dec2020  hme202l  Dec202l  June 2022
Brahma Lodge 265,000 285,000 0 GoRgosh 200 87 8 s
Morphett Vale 308,500 324,100 4.8 a
Christle Dovins 240,000 260,000 &
Source; Dala SA melro madian house sales (latest quarterly updste) _ o
1
r;_:_nkiu_ﬂ . . {13t !
¢d:South Australian Indicators Famdmeies L W

INDICATOR Latest Avyear ago [COMMENTS fpresdon) . [C R
Unemployment (%) 6.0 6.0 SA, Irend data, Mar20 ; U Yacavenge
Retail Sales - Totaf ($m) 1784 1,772 1+1,21% trend data change over 12 months to Jan20 * oo ) 2019 201920 2020 2000 200 201
Inflation (Adelalde, all groups) (%) 24 13 Mar qir 2020, YoV Inflatlon figures O goath s - -5 -3 & e
RP Data Home Value Index 118.28 116.23 _|Adelalde prices: +1.8% from 12 monlhs ago tposin) [ 2] @ ;&) 2 [t
Sourcas: ABS Cals 6609, 6202, 8501, 6401 (lalest updates; RP Data Dally Index on nxlata.com) e s P TS LA e oot
* ABS has suspanded publishing of trend data for Retall Salas as the coronavirus effects makes unterlylng comparisons invalid et - :u SIS st bos ) + x5 ;,'au tanezdan by
Comments/Actions; . bantepin Asaid 2 gt r g it 2ty ot
The RBA left the afficial cash rate at 0.25% during May and has also malntained a target 3 year bond rate of 0.25%, In the 61 g, teembearion
RBA Statement an Monstary Policy (released 8 May) the base case estimate of unemployment pesks at around 10% avar Seru AER
coming months (assuming some decreases in hours warked vill miligate Job losses) and Is sllll above 7% al the end of 2021,
The forecast effsct on GDP ls shorter lerm vith It expected to be negative for the last half of 2020, The table at the right Graph 3.13
shaws the farecasts compared wilh those prior te the onset of the coronavirus, Housing Price Growth

% £
An upside scenario Is for faster retum to normal economic activity with improved consumer confidence by malntaining good ‘;‘Pf"‘ﬁ”“‘“'
progress In cantalning the coranavirus, while the downside would be a delay In lifting of restrictions or lha need lo reimpose 75 i8

trictions. The RBA Board has slated It will natincreasa the cash rate target until progress Is baing made tawards full

employment and itls font that Inflalion will be inably within the 2-3 per cent target band. This Is expected to be 60f - 2
some lime away, with the view among farecasters that rates will be unchangad unlil 2022 at the eariest. 2 o

The graph to the right shows expectations for housing price growth In Auslralla over the next year have fallen sharply, with
over half of thase surveyed expacting prices to decline, compared to araund 10 per cent of respondents earler this year.
Rastrictions on auctions and open Inspections have conlributed te this and although these are likely to be unwound
progressively, cansumer confidence and uncertelnly are expacied la have continuing effects over coming months,

Y

Hauahy

. N

pllcﬁg(o!ﬁl‘h\7 & o
nd

]
(RHS, str-month-cnd &d annuadised)
ok

P

2010 202 2014 2018

12
2016 %020

Srve o IR 1a3PONdenll OLPLCH PR INSITY4 1Y Prds 01 79

Courn yoat ka1 shave of re1podents Cipectig a decrease b pkas
Bovreay Gormtoge] JIA: Wartpad- Mobbitne fnstiot
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FINANCIAL PERSPECTIVE - RISK MANAGEMENT ' FPo

As al Aprl{ 2020

Risk Indicators S all % data ¢

[ 2020 Apr| 2020 Mar| 2020 Fen| 2020 Jan[ 2049 Dec| 2019 Nov}
Slresa Test (erte—Offs)‘ {$m) smo 9 s139 4 $1a76] 137 $1a48 #1323
b | ;

$ Arrears >= 1 Months ** (%) | 242 199 1ed s 176 163

$ Arrears >= 3 Monlhs (%) ! 078 073 o */_1‘ . ossf 0.74 9.72

E : afRisks i o spm'" > 1 Monlhs (%) 2 mcn|h lag | 1.00%| o 95%& 0. 90% 0.90%;
Cybarcrime e o ot o :
Change In Government Pullcy Selling SPIN >3 Monlhs { /°) 2 month Iag } " 052/”; . O 49/“2 0 48/° 0 SO%I
syslem Fallura ) Cap!\al(sed Arrears ($ '000) (No of Ioans) I 58 (17) 16 (1) 4 (4) 7 (12)! 3 (5) 14 (14)I
il il |customars In Advance (%) { 8491 64.81 85,29, 66,3) 6610] ' 66.28

BCP: February 2020 .

L Gomplelad Tas! - Perllaltost Navember 201, No. Loans with Voluntary Instalments (%) [ 047! 080%] <o, 57%[ 40.28%)  30.68%|  39.68%
ll‘legl;;lﬂ TLB led Ao 201 Proparﬂas for Sa!e (MIP) i (No ) i 20 ) 26 , 24} | .26 28 30
T DR Plan: Last lesled Apdi 2019 Gapitalising loans >§60/mih ($1000) (No of loans) | 1anaosn)| 27 (20)) 4 o2) Tra@h)  ssee) sagn)
Partfolio Loans > 100% LVR (%) [ 9.11%) 847% 7. gs%l ' v. 81% 7.84% 7.66%)

New Lending raled ARG 5 (%} | 203% 1.77% 331% 1 " 3.69% 0.00%|  4.08%

ngh LVR New Lending > 95% - Graduata Loans (%) +| 44.30% 47.54% 48, 04%} 45.44%) 43.18% 48.45%
ngh LVR New Lending > 95% - Olher (%) + | 137%) 3 06% sA3%l  a7o% 1.65% 2 A1%;
gt v S ol oL, atios o, Channels ‘' Audi - New Lending (%) |” ooow|  oood| ooow!  oooh|  oomk| 0.00%j
ok Wl ol Fours: Al B s BRILE Sl o |No. Channals 'A' Audit - Arrears (%) ! 0.00% 0.00%] o, oom 0.00% 0.00% 0.00%|
orten I PaCEESLN Borrowing Liml Oapaclly (sm) | samol  sq3s4] 3439.474 $4382]  $1730]  $1722:

|Paid by due dale ) sta |8, 137,074.02
{Pald late, bul peld within 30 days of due dale | o | so00
Ir-ja!d rora than 30 days after dua dale | 0 ] $0.00 |

f v . i v
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CUSTOMER PERSPECTIVE - LOAN PORTFOLIO COMPOSITION cm
As at April 2020

Porifolio Value ($m) by Loan Type for Primary Lending

Constructlon (ins Land) | i . U
Established { 7368 7243! 7246 02f (24 :
. . o 609
Fixed Rala | 1994 1819, 182.0 i 2; w73y
Graduate | 8336 778l 661.0 3.5} sl
HOM.E. and RP . Y 01l 0.4 00} 04 !
Lot Doposit I 733 636, 62.8 (o.a')} 08+
Refinance | 137.8 128.5} 1216 (i.6j§ (03] S
Sentors Equilty 789 789! 79.2 03] 23 1 o0, - . I -
Olher Primary Loans 102 94! 04 o] (1.3) [ g é g g g
Comm'urﬂly Finance Loans (0 : § kS 3 i‘ £
i
'i y —— Construction (10 18nd)  ames Gradusta s ROBOBICS e Other Piimaty Loans
]/\dvunluga H ~—— Estatiished rer HOME. andRP - Senlors Equily  —— Communlly Financa Loans
i émakl}ﬁough ! +— Flxed Rals e L2 Dapasit
i EquIly'Sla‘u
, Portfollo Value ($m) by Loan Type for Secondary Lending
Shared Equity Opllon |
Splil Fixed P
Starter Loan i
Wyatt ® ) [N
Othar Sscondary Loans o T
40 e

20

iConslmwon {inc Land) I i [ B ';- ~$ ,L :l é iy IR s
{Estabiished i i 8 g 8 § 8 g 8§ ] § %
| ! ] § & ¥ & § = § %
gleed Rato l !

EGmduela ~ Atvantage  —— EquityStat . SpltFlred Wyall —— Other Secondary Loans
;H‘O.ME. and RP | ~-— Braakthrough  —— Shared Equily Option = Slarter Loan
‘!Lowoeposll 2 ; 6! . 3{ iCommemslAcllons:

[Refinance | 1667 1604 1626 wel Al a9} |

[gantors Equiy | 1167 1163 145! 1146 1] i

{Otor Primary Loans | 127 122 13 113 o} 9

:Communityﬁnance Loans i 17 16} ; 0!

Data excludes Loss Recovery and off balance sheat ans
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CUSTOMER PERSPECTIVE - LOAN ACTIVITY STATISTICS
As at April 2020

lApprovals G $'000 I
| Pty Loans 119 ; 5| 390 T
\Secondary Loans ) ‘ ) 3 1,450 i
! subskdised 27 755 ‘ 29 7529 o
f it
ety Lending By Loan Type [
Iconstruction (e Land) | 8 2,253 27| 3ses i
;Estabiiched ‘ 2 5227 | 5324 !
| Fived Rate 16 4,937 160 49,204 !
| Graduate 48 17,98 4ss| 160,133) |
| Lot Depostt ‘ ' ‘ 4 vl |
|Refinance i 199 27, 5,177 i
iSenlors Equity 10 1,009 a5, 8,014] i

Indicator gu'de

jAdvantage
| Equitystart

| Shared Equty Option
|pie P

| starter Loan

fwyatt

| oo | } [ s'ooo<[
b muyrace | S | l |

CommentsfActionst
Naw Lending approvals for April 2020 were $36.585M

New Lending approvals for April 2619 ware $37.216M
Seftlaments for April 2020 wore 104 @ $31.606M {88% of $ targel) v
Sl or APt 2018 ire 167 @ S3.005M (80% of $ agal of S361M)

.

MTD Approvals & New Lending

60 q
46
40 - | el .u% i
g i ]
o Th Al
30 } 3
5 i
& 2] .
204 g % §
16 5k
10} ?‘ a
54 e L
0 i 8 Gk
TEERE :
8 ]
I §
v & @ © a
E27 Approvals B3 Ordglnal Budgel * ___ Cument FY Menlhly ___ LasLFY Monthly
Ema Navi Lending + Raforacast Budgal Hew Landing Ave New Lending Ave
First Home BuyerLosns

Oct-2018 -{

Nov-2015 - [
Dec2018 (i S
Jan-2019 - e T

Feb-2019

Mar-2018

100

80

FHE (No)
% New Lending (No.)
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CUSTOMER PERSPECTIVE - NEW LENDING PROFILE
As at April 2020

cP3

New Lending Average Purchase Price vs Average Loan Amount¥

New LendIng Profile by No.,

s100000
$380000 Flrst Home Buyer
§360,000 Non-FHB
$340,000 =
$320,000 Construelion (nc Land) 14.29 . 1169 .74
£000 Established 1744 - 20.80 26.27
222:2 Fixed Rale 21.90 14,60 9071
sm:m i Graduate 3143 4161 42,33
220,000 | Low Deposit 0.00 0.38 078
5200000 E Other Primary Loans 0.00 0.00 0,00
180,000 i Refinance 2.86 246 440
S160.000 1 . L . L e e e e e Senlars Equity 12,38 8,67 6.78
o m 0 M 0 & QN o o =
HEEERBEEEER22¢88¢88882888¢88
§§§§g§g§g§@§§§§é§-§g§§§§§ <$150,000 3.26 2,60 223
$150,000 - $199,999 9.78 6.09 65,96
e Ave PurchISa Prics  —eems Ava Loan Aotk $200,000 - $249,999 14.13 8.99 1401
$260,000 - $299,999 10.87 16.98 1651
* Excludas Serdors Equly Lozns $300,000 - $349,999 18.48 17.98 20,18
$350,000 - $399,099 17.39 18.18 17,23
Country Lending by Geographlcal Splita $400,000+ 28.09 3047 26.87
10 . = Far North Ave Property Purchase Price $338,864 $331,066 $356,333 $3d8,260  $341,867
= 00 | Murray Mailes Ave Laan Amount $302,281 $306,320 $325,497 $315640 $302,896
53 Onkaparinga P2
80 ; | Flinders Ranges
70 | s Rivariand >0 - <=80%
6! mrr:rv Nid:hsc >80% - <=00% 10.67 9.29 10.88
; = >90% - <=96% 36,98 37.96 34,80
0 | B Vi ot o5,
40 3 158 SE/ Mt Gambler
a0l B pirle
| BEN Heurley / Kangaroo Istand Country
20 i Gayler / Barossa Easlern
10, Northem
0 I : Narthem Fringe 27.62 29,84 32,68
g § % Onkaperinga 3.81 4.84 476
@ < f,% South 3.81 5,93 8.78
= Soulhern Eringe 18,10 17.15 14.97
. ) Western 14,20 12,59 1148
Datanchadss
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CUSTOMER PERSPECTIVE -
APPLICATION RISK GRADING DISTRIBUTION
As at Aprit 202¢

Loan Quality tndex

Loan Quallty index

R R e,

~— Loan Quality Indox by # Setlled  —— Loan Quality Index by § Setlled

{ndex of tolaf toans setlled by appltcation risk grade (ARG)

Loan Distribution (by $ Settied)

S

’!7/531/0"01390192/, /,»371,»%/;“0/; rg?w 90/5 Igmlg?olg%lgazo%
e
SO «6“'%.0 A e o,

e 136  —— Benchmark (16%)

207

% Distribution
3
1

Proportion of new loans {ARG 6) setiled o tolal § seftfed
. Banchmark: % of loans setiled to talal toans setiled < 16 % (gray lina)

CP4

Loan Grade Distribution Gomparlston (by § Settled)

% Distribution

A 2020 Fob  Fidr| 2020 Mar MBI 2020 Apr

A comparlson of lhe dlskribullon of loans setled by application risk grada for the previaus 3 months .

Arrears Ratlo by Loan Grade

% Arrears Ratio
~

Loan Grade

B FEi2 EEC W {6 [EM Overall

The abllity of the ARG cradit scaring system to caplure Lhe largest proportion of arrears accounts In rlsk
grades (ARG &)
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CUSTOMER PERSPECTIVE - ARREARS CP5
As at April 2020

11 Month in Arrears
12 Months in Arrears
“3 Months in Arrears
!4 Months and over

;ETotal

|1 Month in Atrears
!2 Months in Arrears
13 Months in Arrears

4 Months and over

|
! Total
' Portfolio*

% Partfolio (No.)

% Portfolio 3+
months (No.)

Benchmark by No.
% Portfolio ($).

% Portfolic 34
months ($)

Benchmark by $!

Avg Age of Portfolio *

60

24

85
291

138
11703

235 %

2,12%

2.90%
73

|
043 | 033 33
0.16 f 017
!
l

| =
0.61 0s6 | Y
215 | 203

1.99

l s |
! s
| NN
I I R
] 18 | 4 | = i
o e ] e |

It s encouraging thal despite Lhe Impact of COVID, arrears have remained Falrly
stable and we have not exceeded the larget of 2.6% for all arrears cases, and
1.0% for >80 days.

Wilh the inbound vol j to more ble volumes, and with
i | on tha porifalie, we expect to see a reduction in these

t
numbers of the coming month,

* Data exciudes Senlor Equlty, Loss Recavary and Off Belanca Sheat foan producls.
v

Indleator guida ¢

90.80 125100 of targat

12

% To Portfolio by No. and $

2
®
1
g2e2o 9o e gggg
ﬁ8§8888§§qq
§53583:854848¢8
39 2 4§ 0 2 4 i <
o % Artoars by Count e % Arroars (Velus) - Benchmark (Vatus)

- Banchmark {Cotnt)

Percentage of Loans 3+ Months in Arrears

§0.0%

40.0% 4

30.0%

20.0%

10.0%

0.0%

May-2019
Jun-2019 1
Jul-2019
Aug-2018
Sep-2019-
Oct2019
Now-2019
Dec-2019
Jan-2020 {
Feb-2020 |

sver Supreme Courd  veew Pradegal

Mar-2020
Apr-2020

s Hatdahlp  wame Collections
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INTERNAL PERSPECTIVE - REALISATIONS
As at April 2020

Parifollo-Reallsations

Full Year Hudget $ Value 8, 42 | 63,423 53,42 3 | 2671114

Openlng Balance for Month 24 25
Add New Proporties 2 2 2 YTD# 7 [:3 61
[ yeharges : 3 1) 7 YID Total § Value 196,951 214,610 1,363,601 1,835,319
| i Closing Balance 24 26 20 ) . ' "
s Conlracts in Hand [3 13 8 . '
rmtlos for aln o 12 1 Loans Discharged with Shortfall
FYTD -

0 gl Deta AR ) He a
Tatal Shorifall (§! 143,655 1,835,318 2,225,928
Averaga Shortfall (S 20,622, 41,260
Average age of Current Stock (Da 186 90

faxtien

LegatPortlolio:Summary. =
Rolled over . S
New 14 167 . :
Raturnlng 5] 89 )
D. d 0 7 aen
Sub total 222 0

Lass Transferred to MIP 2 39
Lass Loans Refipanced/Dlscharged B 53
Less Loans retuned lo Hardship/Relalt 7 50

Closing balanco at month end 208 i

CommentsfActions;

-7 discharges completed In April 2020 which ylelded an approved wirite off value of $143,655 (avmge $20,522),

- 2 new shortfalls with a provistoned foss of $92,483 have been established this onth with the properties considered 1% Poor and 1x Average, Tha current YTD potentlal provistaned shortfalls re 20 properties with total provision of §1,101,754 {average $55,088),
- Performante agalnst FY20 Budget Is within range at 823¢: $1,835,319 actual loss vs $2,225,928 budget year to date,

.
f
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INTERNAL PERSPECTIVE - LEGAL CASES ) CcPY

As at Aprit 2020

Pre-legal Primary Loan Balance Arrears Average Balance Pre-Legal Postlulio Trands
. Loans
40
e o 6735 I 128 126
New Repeaating 2 $230,448.30 $1,503.04 $115,224,16 120 T
New This Month 12 $1,799,948.78 -$171,850.86 $149,895,73 12,3
Rolled Over From Last Month 132 $19,658,782,2¢ -$637,470.95 $103,475.62 90
?g New Repealling
Discharged This Manth 3 $0.00 $0.00 $0.00 60 3 Now This Month
. 50 i Rolled Over From Last Manth
Loss Recovery (] $0.00 $0.00 30,00 1
Mortgagee in Possesslon 0 $0.00 $0,00 $0.00 30
Rehabllitaled This Month 4 $400,634.47 -$26,602.79 $100,133.62 fg
]
2020 Feb 2020 Mar 2020 Apr
Supreme Court Primary Loan Balance Arrears Average Balance Supreme Court Porfolio Trends
Loans
80
New Repeating 2 $218,413.63 $4,586.31 $109,206.82 70 84 64
New This Monlh 1 $142,724.41 $5,843.61 $142,724.41 80 =
Rolled Over From Last Month 63 $9,322,880.86 $370,849.08 $147,981.92 50
e g © £ New Repealing
Discharged Thls Month 0 $0.00 $0.00 $0.00 21 New This Month
BEA Rolled Over From Last Month
Loss Recovary [4] $0,00 $0.00 $0.00 30 ! .
Morigagee In Possesslon 2 $264,320.70 $43,390.64 $132,160,35 20
Rehabillitated This Month 1 $80,086.24 -$1,021.38 $680,086.24 10 0 2§
0 =

2020 Feb 2020 Mar 2020 Apr

Comments/Actions! : .
Tho legal portlolio hes remalned fairly static over the past 8 months dua to a suspenslon of new cases being fonwarded o Supreme Court as a resull of COVID restriclions commenclng aarly Merch,

As restrctions start {o aase, appropriala actlon vill resume lncluding Evictions {2 are adjournad unlil July, pending a review of the COVID situation),
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INTERNAL PERSPECTIVE - HARDSHIP CASES
As at Aprit 2020

Hardshly‘: Status
current

New This Month
Rolled Over From Last Month

Discharged This Month
Loss Recovery
Morgagee In Possesslon
Rehablfllated This Month

# Laans Held in Hardship

140
120
100
80
60
40

I P Y
20 \ f ' \\ ?!r' N v \J’A_@/\f,/\j\{\.%d Fon
0

-3 3,
5050705050500 S0 o s R oo s,
%57 5.5 A8 88 0 00 0 0 Lo 0,

2 0 0 B, e, % 0% B 0 0 % %,

L%CN ?1:/0/

—— Current  ~—— Oulgolng

Primary Hardship Gount
= e 6

4

i
0
0
9

GP7

Hardshlp Portfolic Trends

80 a7 68 2= New This Month
80 New Repealing
80 128 Rolled Over From Last Month
M Rehabliitaled This Month
40 I=3 Discharged This Month
16
20 12 13
3 g K q 3 o 2
2020 Feb 2020 Mar 2020 Apr
Comments/Actionst

There has baan an Incraase of 6 new cases which are nol spectfically related lo GOVID, Ovarall the porifolio has remalned
slable dvhsplll’a high volumes of work and with the additfon of a further FTE, we can slart to reduce the processing limas of
new appications.
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CUSTOMER PERSPECTIVE -
EQUITYSTART, SEO AND BREAKTHROUGH ACTIVITY
As al April 2020

|PreApprovals
| Approved N

;EqulySlaﬂ Loan N ot |

U enez]
[HomeSlart Loans 289] {200,859
!

i

[Total Setiled 2| am|  d4eel 268600

Breakthroiigh

}Braklhough Loan
{HomeStar Loans 244,954

| Total Settled 1344]  354,62]

!0ff Balance Shaet !
|HomeSlarl Loans | ‘
{Totel settled |
|Equitysian F 54 <l Equily Opilon P
(EmiltySlart Loans 824} 30,899 Shared Equity Option |
;Sl_qr_tf._qarns o | ) ] 66 459;Hnmestaﬂ Loans i

aa.u!
{HomeStart Loans | | sa.356]

Comments/Aciions:

‘omSlan Loans 29] ! ) 6‘309|
ishared Equity Oplion 49| i 1,626|
“Total Setlled 23] 7,934/

7

21,476

5,341
26,616

J

[>100%
|>96% - <=100%
>80% - <=06%

‘f>ao% - <=90%
|

!>0 - <=80%
gTotal

Top & EquityStart Loan Settlement Locations

= BALISBURY

58 WHYALLA NORRIE
B2 WHYALLA STUART
K8 MOUNT GAMBIER
277 ELIZABETH DOWNS

6,72Qi

5‘614‘ 5.81
e,aaoi 9.17
95] . 25,209’ 26.10
271 [ 60,181 l 51.95
440‘ 96,592’ 100

697

t
B
i
i
|



CUSTOMER PERSPECTIVE - DISCHARGES Pt
As at Aprll 2020

'MTD No. ; 1 : 5 40 8 2 ] 4 ! 2 5 87 i
NTD $000 ! 1,574 : 1,004 HEY R I 1,289 C 2686 i 1,323 i 458 519 20,949, | 20899
YTD $'000 Come | 183% 299 1 730 1 4405 14427 1433t 8,186 . 202,700

Discharge Summary by Loan Manager ] ‘ '}w Aclu;l Sll‘:l.mgu‘l é\;dgl\

Ave Age (yrs) 8 ' : :
‘Benchmark(ys) ; 3 3 3 C T - T a1 3
Ave LVR % P67 5741 - B260 . 5.4 [ 6931 1 8831 . @889 . 4826 - 7043

Sm
ca3aBRESR

Discharge Reason by Loan Manager

‘Property Soid { 2585 | 24t | 309t 3491 |
‘Reftnance i 388 | 5000 | 818 5000 © 6Ld6 | 7586 | 67 2830 | 5687
Repald in Full 2937 1981 . 273 w3 w2 e %79 0 1522
“Other Cood0 { o0 @0 C 000 i 049 | 000 | 000 000 | o
‘ ' YTD Reflnance by imathution by Channa] i
400 !
£ am k
< FNE BankSA 1
200 Commonweallh Bank ;
10 Major Credit Unions i
&) —— . M Natlonat Aust Bank ;
0 ——— . e B3 Other Banke |
BankSA  BemioLess  Brokers  Homeloans  Intemal . Intemnal - Interpal - - HLC 8% Weslpao
. Plus Adelslde North out
Comments/Actlons:

Apiit's discharges, both number and $ value are In line wilh budget for the first time this FY, The month's total of $20,72m is only slightly higher than Aprl 2019's
$20,68m. Broker accounts for 67% of $ figure for the month, By $ value YTD figure is 120% of budget, YTD 67% overall have been refinanced {o OFls, 28%
property sales and 16% pald In full. These f t have baen Istent for the YTD,

Dala excludes Aged Gere, Community Flnance, Loss Recovary, HomeSlar - SAL Loan Managers and Loan Types Loss Recovery

Indicator gulda ;
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INTERNAL PERSPECTIVE - CHANNEL.

As at Aprll 2020

119

|Approvals ($ '000) 36,689
|Lending {No.) 104
iLanding ($ '000) 31,606
‘ ,Loan Amount (§ '000)* 335
Nou, .e2d Avg LVR of New Lending* L e
{Home Equity ($'000) 9
|ReDraw ($'000) 766
{ Tolal Seltlementa($'000) 82,442

{ortfolo Laans (No.) | tades

}Pom‘nlia Loans {$ '000) - _ } ) 2,234,794

150 - <=80% - 6082

{80% - <=90% 1207
1590% - <=95% 12.27
[286% - <=100% 8,68

1>100% 6.26

* Data exdudes Seplors Eq‘\.dti{lnans,
Loan Manager s equivalen! of Origlna) Loan Manager

78
26,078
73
24,434
337
92.99%

174,

24,808
3,622

943,428

8.77
4,45
8.81
5.04
2,60

4
14,611
3
7172
208
8ido% |
78 {
261
7,612

" |
3.94 |
s |
262 |
219 |

i

3,691 !

1”1

321
321

5,922
691564 | 699,614
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INTERNAL PERSPECTIVE - CHANNEL
As at Aprli 2020

YTD New Lending $ (#) by Ghannel

98.79
.72
(395)

YTD Target $m 403‘585
YTD Actual $m 323,97,

| Vardancegm (79;61):
YTD Redraw $ (#) by Channe!
14+
12+
{ 10-]
E "
& ]
4]
a9
YD Target$m ! 13,97
YD Actual $m 13.23,

! Varlahce$m (0,74): :

Pt

YTD Home Equity $ (#) by Channe!

'YTD Target $m | 2,30
g IYTD Actual $m 148
: ;Variance$m :

(0.82)

" {{cammentsfActions:

‘ Approvals for April 2020 = 119 @ $36.680M (Brokers = 86% by number and 69% by $'s)
Approvals for April 2018 = 119 @ $37.216M (Brokers = 668% by number and 63% by $'s)
Settlements for April 2020 = 104 @ $31.606M (Brokers = 71% by number and 78% by $'s)
' Selllemants for April 2018 = 107 @ $31.685M (Brokers = 86% by number and 86% by $'s)




INTERNAL PERSPECTIVE ~ P2
MARKETING, COMMUNICATIONS 8 CONTAGT CENTRE ACTIVITIES

As at April 2020

Quoles Startad # ' 0 80 111% 1236 13144 oe%,

" Quick 62 52 100% 7 562 78%
o a8 AT A26%° 519 762 146%

;i, sions Slarted # 80.72% a4 3| % a2 607 120%
Application Submitted # 56,68% 24 30 124% 333 338 101%
Approvals # 46,14% 22 26 120% * 300 . 274 91%
GG Seflioment 96.72% 23 18 80% an 265 85%
GCC Setilament $ $6,074,500 $3,083740  66%  $83,786,005 $66,620,776  79%

GCC Application Started CCC Referred Settlements
80

Neo.
ws

®aE® CCC Prinasy Count
W54 GO0 Target Counl
e CCG inithi Cradit Lmit
e (GG Targel Dollars

CCO Primasy Appheation Slartad
B Counl
4 CCO Targst Application Starled
Count

ﬂ’f -
FEREREEEEEE N
fRARBRBENEEE

GGG Comments/Aotions:

Currently exparftenclng a large voluma of oxlls and leads 140% on last year for the month of Aprl, Slrong pipeline In place with application staried, submitled and approvals all up on iargel for the month, Sellaments were
down at 80% of targel.
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INTERNAL PERSPECTIVE - 1]

MARKETING, COMMUNICATIONS & CONTAGT CENTRE ACTIVITIES
As at Aprli 2020

HomaStart barket Shase {compared to RP Data)

8.00%

6.00%

4.00%
=== | ending Market Share
=~ Porifallo Market Share

2,00% ——

0.00%

Aug 2018 Oot 2018 Deo 2018 Fgb 2019 Apr 2018 Jun 2018 Aug 2019 ot 2019 Dao 2018
Juf 2018 Sep 2018 Nov 2018 Jan 2019 Mar 2019 May 2019 Jul 2019 Bop 2019 Nov 2019 Jan 2020
Flot=: farlen Share dala s genarally 1 1y Bues saunltbs betine carrenl i=poting parined,

Markeling Comments/Aclions:

Melra and reglonal TV end radio advertising continued in Apiil, along wilh ouldoor and bus backs, With 1he current COVID-19 restictions In place, all planned event and parinership aclivilies remained on hold and this

jincluded pausing the new TVC production for lhe remalnder of the financial year, A number of customer and broker ¢ feati ding H: t{s apy h to Covld-19 were delivered. New enquires were 770

agalnst a monthly targel of 564, while YYD enquiries finished at 95% al the end of the month.

Despile the Impaat of COVID-19, cuslomer Interes! conlinued across digital channels with & 13% Increase In unique web form submisslons (441 In tolal), Pald Soclal ads generated 76% higher leads. Organlc sochal activily
lted k posts, 24 instagram posls and 1 on Linkedin. Total PR value achieved in April was$9,500 with a total reach of 400,000, This included the Top Tips segment in the Home Magazine, with the toplc

in27f
“Building to a Budget”,
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Seled

i 200 indldents & Requasts

i 200

i

100

| li i
| o

£ w

! £3583%
t g[_nddan_ls B Reguests
[' 3, This Manth

©
-8
<

1P3 - Informatlon Services Dashboard - forAprl|2020

Undeglrable Emalls Stapped
150000

| Crrszuys

This Month

Last §5 Months

MS-SQL Upgrade

Maldenancs
Profect N [ Laxt [Ciorent] Noxt % {Ney Paluts !
Szndstone $ulte Upgrade 9534 {FInal testing of defect resolutlon In progress, to bie deplayed In Mav
Customet Data dl; 70% {Manual remediation continues, business processes under review
SugarCHM Upgrads B |Testing continues, on track to faunch In May
Touchpolnt & QMS upgrade 95% |Project launched In Aptll, project dlosure activities have commenced
Dasktop SOE update 80% |Deskiop SOE Upgrade roflaut has commenced, completes June
Laptap upgrade 80% |taptop Upgrade raltout has commenced, cumpletes luge
Peod and DR Flbre Switching Upgrade 1003 {Project Complete

Test preparating In progress, on track to launch I Juna

NextGen Upgrade Qngolng UAT resourca commitment required to complete profect
Chris 24 Upgrada Upgrade/repl ptians {n peogress, to b tad in May
aIngidents  » Requests .
@ Cust Origlnation » Finance
=I5 8 1eading Opearations
miMarketing & Ritk, Polley
tncidents of Notes
None
Gparations |Gapadidity Buteding
| { ' v Profeet Last [Carenty Next | 96 |Key Potuts
; Productian Changes i | BAU Changes \Web St Stage 2 - Brakers : 55% |5 streams progressing well, platform {Kentico) upgrade on track ta faunch In May
| 60 | 300 Lendlng muliplisr 100% |Profect Complete
‘ 40 e g . ’ 200 I'M“““““" Authentk 20% |RFQIn progrsss
70 E E 3 g l 100 g i ESa i 50% |Deslgn n progress, bulld of flrst adapter on track to in May
o B Q E E Hal E ; - l l ! l l ! ! EORMS fon with Line af Buslness 50% |Integration of 6 separate systams progressing well
{ & g 28 n 5 ! [ 'R g 8 5 Loan System Selaction 558 _(Vendor presentations maved to July dura to COVID-19
1 & = < 0 < i £2330 L Hgedise Netwark Topology . S0% |Walting on vender quotesto g £ Gata 3 d 1
} a Emgney wstd (1 Noemal i B Completed mQuatted Starter Loan Product 803 [UAT in progress, on track o faunch In May
IL. - { Organlsational Document Contrals & Governanca 45% |Requirment & design In progress, on track ¢ bulld In May
Loan Process Review 35% |Vendor (BDO) engagement and review has commenced
Mava to i Process 1036 linftfal warkshaps In progress, Gate 3 to he presented In May

Significant lssues;
Hone
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PEOPLE PERSPECTIVE - OUR PEOPLE Lot

As at April 2020

Employee Unplanned Leave

Workforce movements {rolling 12 months) (%}
Employas inltialed 10.28
Employer Inltlated 0.00
Contract oxplry 0.93
Total * . 1.21 20.00
* Total excludes redundancles of 278% (Benchmatk based on latest Aon-)
Hewltt Banking & Finance Susvey Data Kay 2013)

Loarning & Davalopment ' §
L&D to Salaries (excl CEO & GMs) (%) 210 3.00-4,00
L&D fo Sataries {all smployeas} (%) 1.92

—N\_-_—__\

% of Working Hours

ne,
Headcount - Conlinulng
Headcount - Tenurgd
Headcount - Fixed Term + Casuals . "
Total FTE vs, Budget (No) 3 112.30 W
Execulive Sarvices . 7.30 .
Risk & Lendin: 37.60
Customers & gdglnallons 30.00 ~Tolal Sick Laave ~—Benchmark
Corporate Servicas 37.50

Warkforce Composition (%) ! 12 Annual Leave Balances > 35 working days

Headcounl full time 86,11 A\
Headcount pad lime 13,89 10 /_____/ \
/\
AN o
|

T T

o2 o\ o \® N 0 ot oo® o P
o N’“ﬁ’ g,e‘é’q' oc}'?’ ‘\o*l’r)' oe&n' ya("q‘ (,ev‘q‘ \xo“?‘ N)(’q'

B 0 T
A AR
a0 o A0

g

2018-20 my Plan Mid Year Review 88.00 100,00
2019-20 my Plan Sat Plans 100.00 100.00

No. of Employees
L=RES - TP - -1

LN AN N ]
T L

Q Q ’ 3 ' ’ \] ’ Q ' \J ' Q
“\a‘i‘w\ 3\:“"”0\ 3\\\")'“\ m”“\%g,ev"g\ of’*n'“\ ‘\n“'fﬁ\ geﬂn'q\

Employas gitevances (No.) ' 0.0 0,00
Afi dafa excludes contraclors & Includes employass on LYWOF unfess otharwise Indicated, ** Stalistlcs no fonger available due to content manager Implementalion

Comments / Actions: Recrullment activily has slowed and/or has been put on hold as a result of the Impacl of COVID-19, Despile (his, the Programme Manager & Team Lead commenced in the Information Services
Team and one of our Senfor Lending Consultants jolned the Cust Operatlons teamon a | basls assisling In the Hardship Team. An announcement is expacled soon regarding the Accountant role, with the
Organlsalional Change Specialist on hold. To confinue to support mental health and engage with employeas while we work from home, the Wellbeing Team commenced sending a dally *HomeStart Heart" emall, The
purpose of the dally emaif Is to bring interesting loples, g fquizzes, funny video dlips and fun to employees lo enhance connecledness wihile working from home. The Wellbelng Team with the assistance of Marketina 5
also held a school holiday competition. Employees were asked to send in photos of actvities during the school holiday pariod, with paaple posting photos ranging from crafts, gardaning, halr-styling and playing mus’
Instruments. Anzac Day was also acknowladged with employaes sending In thelr #LIghtUpTheDawn photos which was shared on The Hub. A donalion of $260.00 was also made to Operation K9 who provide servi

dogs lo relurnad men and women suffering from post traumalic stress disorder. Fundraising continued wilh $164.49 raised from vending machine purchases which will be donated to a nominated charity. This biings yuar|

(o date donalions to $3,403.48,
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PEOPLE PERSPECTIVE - WORK HEALTH & SAFETY

As at Aptil 2020

{Ecr]

2006.1.24

12 Workplace Inspections o Loss Time Injury (Days) . Workers' Gompensation Claims
7
68
66
64
N Zero
V' Annual
56 Targat
68
6.4 0 o T v '
Al Ap A a8 A b A 90 A® A% 99
e o o oot o0 o S 097 o o P oW
u Adual w Annual Target aActual 5 Annuzl Target #Open wClosed
2 WHS Incidents* Workplace Incldents by Location Workplace Incidents by Type
offca X otr — j
Car{ Vehicle m;;ﬂ;;, ;
1
1 Food Sterage/ Custorrer IR
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Agenda item: 2005.5

Topic: HomeStart Dividend 2019-20
From: ' " Andrew Mills
Date: 19/05/2020
Status: Approving
1. Background

. Pursuant to Sectlon 26 of the Urban Renewal Act 1995, HomeStart must recommend to the Minister for
Transport, Infrastructure and Local Government that it pay a specified dividend or not pay a dividend for the
financial year, as it considers appropriate. The Minister may, in consultation with the Treasurer, by notice to
HomeStart approve its recommendation or determine that another dividend, or no dividend, should be paid.

InMay 2018, HomeStart recelved notice from the Treasurer requesting a dividend payment recommendation
of 100% of after-tax profit commencing from the 2018-19 financial year. For the 2019-20 financial year,
HomeStart will again pay a dividend calculated as 100% of its expected after-tax profit for the year. If the
actual audited profit is higher or lower than expected, an appropriate adjustment will be made to the next
dividend payment made in June 2021,

2, Discussion
Final dividend in respect of the financial year ended 30 June 2019

For the financial year ended 30 June 2018, the Board of HomeStart recommended the payment of a dividend
of 100% of after-tax profit. Based on the forecast profit, this amounted to a total dividend of $14.6m. The
Minister and Treasurer approved the recommendation and the estimated amount was paid in June 2018.

The actual dividend based on the payout ratio of 100% of actual after-tax profit was $16.3m. HomeStart will
pay the residual dividend amount of $1.7m in respect of the financial year ended 2019 in June 2020.

Dividend in respect of the year ending 30 June 2020

It is proposed that HomeStart will again make a dividend payment prior to the end of June, calculated as
100% of its expected profit for the year. Typically, the expected profit for the year is caloulated by reference
to the most recent (February) Operating Outlook update which was $34.0m for the current year, and as at
early March, HomeStart was tracking towards this level.

Notwithstanding this practice, the coronavirus has rapidly had a significant and material impact on business
and economic conditions. As at the end of April, HomeStart's current estimated pre-tax equivalent profit for
the year has been revised downwards to $29.5m. The key drivers of this revision include:

» Additional provisions for bad & doubtful debts In excess of $3m already taken up over March and
April, with further adjustments expected to come as the economic picture becomes clearer. In
particular, under AASB 9, HomeStart is required to undertake a forward-looking view of expected
losses and the environment creates significant uncertainty and downside risk to these numbers.
HomeStart has received actuarial guidance as to the possible effects on possible credit losses from
the virus and this analysis will be taken into account. As at 30 April 2020, there were 604 loan
accounts totaling $163m on negotiated payment arrangements due to the virus.
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« Expectations of reductions in praperty prices which directly affect profitability through recognition of
unrealized gains and losses on the shared equity portfolio, as well as indirect exposures through
provisioning calculations,

In the year to 30 April 2020 HomeStart has earned a pre-tax profit of $28.03m. Taking the above factors into
account results in an estimated full year pre-tax profit of $29.5m.

As such, a dividend payout ratio of 100% of expected full year profit after tax equivalent results in a dividend
payment of $20.65m, as outlined below:

Estimated full year profit ' $m
Expected profit before tax 29.50
Tax expense (30%) 8.85
Expected profit after tax 20.65
Estimated dividend (100%) 20.65
Estimated average equity (as per below) 169.20
Estimated equity as at 30 June 2020 $m
Equity — opening balance 169.20
Estimated profit after tax 20.65
Estimated dividend paid (20.65)
Equity — closing halance 159.20
Estimated average equity 159.20

A 100% dividend payout ratio is not expected to damage our capital adequacy as this ratio is calculated after
provision for dividends and is primarily driven by growth in risk weighted assets (fundamentally, portfolio
growth). The capital adequacy ratio at the end of April was 12.3% which s expected to remain stable over
the coming months unless sustained portfolio growth occurs.

The final payment to the Department of Treasury and Finance, estimated to be made on 23 Juhe this year,
will therefore be $22.34m, being $1.69m outstanding dividend payable from the 2018-19 financlal year and
$20.65m dividend for 2019-20 based on 100% of expected profit for the financial year.

Risk Analysis
Extreme or Major Risks — No.
3, Recommendation
That Board recommends to the Minister for Transport, Infrastructure and Local Government that:
¢ A dividend calculated as 100% of expected after-tax profit be paid for the year ended 30 June 2020.
. A payment of $22.34m be made on 23 June 2020, calculated as 100% of expected after-tax profit
for the year ended 30 June 2020 and a final dividend in respect of the financial year ended 30 June
2019,

+ A final dividend adjustment to be made in June 2021 based on HomeStart's final year end audited
financlal results for 2019-20,

Andrew Mills
Chief Financial Officer
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Agenda item: 2005.6

Register of Financial Authorisations 2020 —

Topic: Authorisations of the Chief Executive Officer (Document 2)
From: Andrew Mills
Date: 19/05/2020
Status: Approving
1. Background

The Register of Financial Authorisations (ROFA) consists of three separate documents:

e Document 1 — Framework and Overarching Policy (FOP) which provides a framework for the financial
authorisations relating to different areas of HomeStart Finance’s business. This document was
reviewed by the Audit Committee in February and approved by the Board in March.

«  Document 2 — Authorisations of the Chief Executive Officer (CEO) which is discussed below.

+ Document 3 — Authorisations table which documents the sub-delegation of the CEO to employees
within HomeStart Finance (HomeStart). This document is required to be reviewed annually by
Executive Committee and approved by the CEO annually in Juhe.

The purpose of Document 2 ~ Authorisations of the CEQ is to formally document the financial authorisations
delegated from the Board to the CEQ. it is consistent with, and must be considered in, the context of
Document 1 —~ Framework and Overarching Policy. This document is required to be reviewed annually by
Audit Committee in April and submitted to the Board for approval in May. Once approved, these delegations
will form the basis for sub-delegations from the CEO to employees of HomeStart. Only the CEOQ is required
to review and approve these sub-delegations (they are not reviewed or approved by Audit Committee and
Board). The authorisations of the CEO are at a high level however the sub-delegations are further refined
and more detailed,

The Audit Committee formally reviewed the document in April 2020, and it is submitted to the Board to
consider for approval.

2. Discussion

Management has reviewed applicable legislation and Treasurer's Iristructions (Tls) relating tofinancial
authorisations and updated the attached document to reflect changes required. The changes have been
marked up in the document for easy identification and are summarised below:
s Updated annual review of Community Lending and Aged Care loans to be the authority to approve
where the aggregated exposure is below <$1,500,000. This has been revised to align with the
Credit Sub-Committee charter wording which refers to aggregated exposure rather than credit limit.
s Updated administration and capital expenditure outside of the budget authority to be 2% over the
full year “capital expenditure” rather than "per capital project expenditure’ to align with current
practice. The Board reviews and re-approves the capital budget bi-annually so the total capital
budget is considered acceptable in this instance, and it clarifies the sentence.
¢ Updated all references to "Human Resources” with "People & Culture” to align with current
terminology. '
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Management believe that the authorisations contained in the document support a strong internal control
environment and also believe It necessary and appropriate for the CEO to be able to make sub-delegations
enabling HomeStart employees to undertake the responsibilities of their roles both effectively and
efficiently.

Risk Analysis

Extreme or Major Risks ~ No,

3. Recommendation

That the Board approves the Authorisations of the Chief Executive Officer (Document 2) for the Reglister
of Financial Authorisations as reviewed and approved by the Audit Committee in April 2020,

Andrew Mills
Chief Financial Officer
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1. Objective

HomeStart's Register of Financial Authorisations (ROFA) is made up of a number of separate documents, as
set out below:

'« Document 1 ~Framework and Overarching Policy (FOP)

e Document 2 — Authorisations of the Chief Executive Officer {CEQ)

s Document 3 — Authorisations Table which details the sub-delegation of authorisations to
employees and business partners.

The purpose of each document is outlined below:

Document 1 — Its purpose is to provide a framework for financial authorisations relating to different
areas of HomeStart's business. Although different types of financial authorisations may be
documented and maintained by different business areas, it is important that they are consistent with
this FOP, :

s Document 2 — Its purpose is to document the financial authorisations formally delegated from the
Board to the CEO. It is consistent with and must be considered in the context of Document 1 —
Framework and Overarching Policy

¢ Document 3 — Authorisations table which documents the sub-delegation of the CEO to employees of
HomeStart.

The following sets out for each document and sub document:

¢ Responsible position (the “owner” of the document);
* Who is required to approve; and
» Frequency and timing of approval.

\

Framework and
overarching palicy

CEO authorisations

Authorisations table

Responsible position

Chief Financial Officer

Chlef Financial Officer

Chief Financial Officer

Approval timing and
frequency

Board, annually in
March

Board, annually in May

Chief Executive Officer,
annually in June

Review timing and
frequency

Audit Committee
annually in February

Audit Committee
annually in April

Executive Committee
annually in June

2. Detail

2.1 Definitions

Payment authorisation® — is a financial authorisation that relates to the approval of a public authority

making a payment or dishursement, including through a direct debit arrangement.

Contract authorisation® ~ is a financial authorisation that relates to the approval for the authority to enter
into a contract, including for the purchase of good and services, subject to the authority’s procurement

policies,

1 As defined in Treasurer’s Instruction 8 — Financial Authorisations
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Contract! — a “contract” refers to an arrangement, including for the purchase of goods and services,
whereby a public authority commits to or incurs expenditure, or where there s the potential for
expenditure to be incurred, where the terms and conditions are contained in a document signed by the
parties, or where the terms and conditions are recorded in some other document or documents such as a
purchase order or an exchange of letters, or terms and conditions are agreed in an oral exchange, but does
not include an employment contract pursuant to the Public Sector Act 2009 or the authority’s enabling

legislation,

2.2 Specific épprovals and/or authorities

The Chlef Executive Officer remains responsible for all purchases, contracts, payments and disbursements
hothwithstanding that particular financial authorisations have been delegated to specific positions or

employees.

The following delegations are made by the Board to the Chief Executive Officer.

Description of authorisation

accommodation projects)

Execute contracts (except for accommodation leases and

<$1,500,000 or no maximum where
value not ascertainable

All loans (including Community Lending and Aged Care)

<$1,500,000

Annual review of Commuhlty Lending and

Authority to approve annual review
where the-eredit-hmit aggregated
exposure -is below <$1,500,000

Aged Care [oans

Arrears manhagement - variations to loan contract or conditions
Including: payment reductions, loan restructure, caplitalisation of
arrears, financial hardship arrangements, interest only payments

No maximum

Authority to reduce {oan fees and charges

Up to level of fees/charges

<$1,500,000

Administration and capital expenditure

Description of authorisation
Arrangements including: permanent payment reductions, capitalisation’
of Interest, loan restructure, financial hardship nominal payments and
interest only payments, capitalisation of arrears

No maximum delegation

Debt write-off (T| 5:amended by the Treasurer 21 August 2014)

<$150,000 per customer contract

Repayment arrangements for loss recovery loans

No maximum delegation

Waiver of debt

Only in exceptional circumstances
<$150,000 per customer contract

<$100,000

MIP — property services and maintenance
ance:wlth ah ap
Description of authorisation

applies as below

All payments and disbursement types - unless a specific delegation

<$1,500,000 per transaction

Advances of funds to customers for loans

Up to the value of approved loan
amount

Advances of funds for Community and Aged Care loans

Up to the value of approved loan
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Payments to customers — redraws and refunds

Up to a limit in accordance with
customer’s loan contract and not
exceeding original credit limit

Payments to customers — reimbursments of fees and charges

Up to level of fees/charges

Adminlstration and capital expenditure within the year budget

<$1,500,000 per transaction — resulting
in a full year expense not exceeding full
year budget

Administration and capital expenditure outside of the budget

An amount that would result in the
annual administration expenditure being
2% over the full year budget or per
capital project-expendlture belng up to
2% over the respective budget

Description of authorisation
All payments except for dividend

$10,000,000 per transaction

Payments of dividend approved by the Treasurer and the Minister

As per board approved amounts

All transactions In relation to borrowings

Up to the Treasurer’s approved
borrowing limit for HomeStart

All derivatives — Forward Rate Agreements (FRAs), Futures and Swaps

Up to a combined maximum derivative

Jimit of 1.5 times the exposure from

fixed rate loans and shared equity loans
Policy 1

crlptlon 0 athisatlon
Bank verifying officer

No maximum delegation

No maximum delegation

k EFT payments/cheque signatori

Description of authorlsatlon
All functions and activities in relation to recruitment, emplqyment,
dismissal and managing human-reseureasP&C

No maximum delegation

Description of authorisation

General ledger Journals

No maximum delegation

Journal relating to management of customer loan accounts

No maximum delegation

3. Definitions

‘Délégated Lending Authority

EFT . Electronic Funds Transfer

Tl . | Treasurer’s Instruction

MIp : R f\"/lh(n)‘r“tgagee in possessmn o

Please refer to the Register of Financial Authorisations (ROFA) Document 1 — Framework and Overarching

Policy for further definitions and abbreviations.
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4. Reference Documents

Treasurer’s Instruction 8 — Financial Authorisations (Tl 8)

Financial delegations to approve contracts {including purchases) is prescribed in Paragraph 8,11.1 of TI 8, Tl
8 was reissued and effective from 30 September 2019 and can be found here,

Housing and Urban Development (Administrative Arrangements) (HomeStart Finance)
Regulations 2007 under the Urban Renewal Act 1995
The authority of the Board of HomeStart Finance under the Housing and Urban Development

(Administrative Arrangements) (HomeStart Finance) Regulations 2007 can be found here. The specific
powers of HomeStart Finance are prescribed in Section 7 of the regulations.

A letter dated 21 August 2014 from the Hon John Rau MP, Deputy Premier, approving a variation to T 5 —
Debt Recovery and Write-Offs authorising the CEO of HomeStart to approve write-offs of up to $150,000.
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Agenda item: 2005.7

Topic: Realisations — April 2020

From: Peter Byrnes
Date: ' 19/05/2020
Status: Noting

1. Recommendation

That the Board notes the following write-offs:

Gross Shortfall]l Net Loss / Existing Bad Debt
Gain after Provision [ Write
unearned Back

) interest
$52,258 -$29,695 $56,500 $26,905
$32,265 -$31,180 $30,000 -$1,180
$31,863 -$24,792 $28,302 $3,510
$27,269 -$25,121 $42,406 $17,285
$0 $399 $1 $40
$0 $1,241 $25,000 $26,241
$0 $795 $1 $796
Total $143,655 -$108,253 $182,210 $73,957

Peter Byrnes John Oliver -
Head of Risk and Lending Chief Executive Officer
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Original Loan
Details

Primary Loan
Number

Loan Start Date

Channel

Loan Type

Original P‘urchase‘

Price
L.oan Amount

Further Advances

ars at
b .a8ession

Credlt Score

Risk Score

Original Valuation |

Valuer
LVR
VG Valuation

Appendix 1

internal - Adelalde

$331,000

$36,760

3c

$331,000

95%

|
|
|
i
{
?
j $340,000
|

i

$314,266|

3c

Was the Loan Application approved

under DLA

No

|

Possession
Details
Possession Date ]
ValuatonDate | | I
Valuation - High $280,000
Valuation - Low $270,000
Valuer I
Prdperty Conditlon ; | Average
Real Estate Agent |

[

{
Agent Appraisal - $290,000
Upper ‘ ‘
Agent Appra|sal $280,000
Lower ‘
Contract Price $280,000
Discharge Date I
Sale Method Auction

i .

!

1

I
Key Reason for Delinquency

Relationship Breakdown

‘ Key Actions

Eviction

Additional Commentary

Breakthrough loan amount: $108,993 (HomeStart equity share loss: -$16,947).

Arrears have accrued on this loan account since June 2018 when the loan flrst

fell Into arrears.

Financial Position Actual
Loan Balance at $324,626
Possesslon
Clean-up/ $3,820
Malntenance
Legal Costs : $1,323] -
Interest i $2;623
Councll Rates i $947
Water Rates ' '$32
HS Admin Fee $2,000
Other $1,644
i
Loan Balance $336,91H4
Sale Price i $280,000
! T
?
Less Costs ‘?
Agent Comm + GST l $6,160
Agent Mkting + GST | $1,925
Conveyarncer Fee $500
|Net Sales Proceeds $271,415
Gross Shortfall $52,258
(calculated)
l
{
Unearned Income -$22,663
Net Loss % $29,595
Existing Provision -$56,500
Bad Debt /Write back $26,905
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Original Loan E

Details i App_endlx 2
PrimarylLoan | I
Number. |
Loan Start Date ]
Channel ( The Home Loan
| Qentre
Loan Type -
Original Purchase | $137,000
Price ,
Loan Amount i $128,285
Further Advances i
|
Arrears at ] $6,587
Possesslon ;
Credit Score ] 5c
Risk Score 1 4b
Original Valuation | $137,000
Valuer ‘
LVR ! 94%
VG Valuation | $147,000

i
+
i
5
t

Possession
Details
Possession Date
Valuation Date -

Valuation - High

Valuation - Low

Valuer

Property Condition

Real Estate Agent

Agent Appralsal -
Upper -

Agent Appraisal ~
Lower

Contract Price
Dischérge Date

Sale Method

$120,000

$100,000

Poor

$120,000
$110,000

$120,000

Auction

Was the Loan Application approved

under DLA Yes

|
!
i
i
!
s
i
1
i
1
i

{
i

Key Reason for Delinquency

Relationship Breakdown

Key Actions
Abandoned

i
).
|

Additional Commentary

Circa 1960, maisonette In poor condition.

Outstanding statutory charges of approx $18,000.,

Financial Position | Actual
Loan Balance at i $110,705
Possession |
!
|
Clean-up/ $4,999
Maintenance |
Legal Costs } $2,358
Interest 1' $1,300
!
Councll Rates | $5,643
Water Rates ! $12,884
HS Admin Fee [ $2,000
Other $1,247|
!
Loan Balance $141,137
Sale Price $115,000
Less Costs .
Agent Comm + GST | $2,530
Agent Mkting + GST : $1,925
|
Conveyancer Fee ! $500
Net Sales Proceeds $110,045!
Gross Shortfall $32,265
(calculated)
- {
i
Unearned Income -$1,084
Net Loss $31,180
Existing Provision ] -$30,000
Bad Debt Write backi -$1,180
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i
Original Loan Possession ;
Detalls Appendix 3| |Detalls ' Financial Position Actual
Primary Loan | | |Possession Date : I | o:n Balance at $117,362
Number g | Possession
Loan Start Date i | |\Voluation Date | ] i
Channel BrokerGroup| |Valuation - High i $130,000| |Clean-up/ $0
i i
g j Maintenance
~ |Loan Type B | Valuation - Low I $100,000( |Legal Costs $0
Original Purchase $125,000| |Valuer ; B | nterest $7,037
Price |
Loan Amount i $118,746| |Property Condition l Average| |Councll Rates $2,892
Further Advances i ‘ Water Rates $1,645
! | HS Admin Fee } $2,000
Arrears at $1,464| |Real Estate Agent | B (Other : $2,114
sesslon . I |
oredit Score 4a| |Agent Appraisal - | $125,000 |
Upper i
Risk Score "4a| |Agent Appraisal - | $115,000{ |Loan Balance \: $133,050
Lower ‘ {
‘ ] |
Original Valuation $125,000( |Contract Price I $115,000 !
Valuer - Discharge Date J[ [ ] :
LVR . ~ 95%| |Sale Method } Private Treaty| |Sale Price ! $108,000
VG Valuation $137,000 [ i,
I .
Costs
| ’ Less }
I Key Reason for Delinquency Agent Comm + GST l $2,376
Was the Loan Application approved Financial Difficulties Agent Mkting + GST i $1,925
under DLA No T i
: I
‘ | Conveyancer Fee | $500
! Key Actions |
t Voluntary Surrender Net Sales Proceeds $103,199
L «‘ .
| |
| Gross Shortfall $31,863
: | (calculated) ;
Additional Commentary i
Land only, 904sqm hammerhead block located [n Willaston, Unearned Income ; -$7,070
Net Loss | $24,792
Existing Provision | -$28,302
Bad Debt /Write back | $3,510
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Original Loan
Details

Primary Loan
Number

Loan Start Date
Channel

Loan Type

Original Purchase
Price

Loan Amount

Further Advances

Arrears at
Possession

Credit Score

Original Valuation !

Valuer

LVR

i

|

|

I

i

|

Risk Score J
i

{

|

i

VG Valuation ;
[

Appendix 4

BankSA

l -U'
o
o
=

$110,000

$97,935

$1,193
3h
3c

$110,000

89%
$109,000

Possession
Details

Possession Date

Valuation Date
Valuation - High

Valuation - Low

Valuer

Property Condition

Real Estate Agent

Agent Appraisal -
Upper

Agent Appraisal -
Lower

Contract Price

Discharge Date

Sdle Method

|
|
i
!
|
|

$80,000

$60,000

$75,000
$70,000

$70,000

Auction

Was the Loan Application approved

under DLA

No

i
|
i
|
|
l
|
i
|
j

Key Reason for Delinquency

Deceased

Key Actions
Abandoned

Additional Commentary

Circa 1955, property in poor condition due to poor quality partial renovation
undertaken by the customer pre HomeStart possession,

Financial Position | Actual
Loan Balance at } $91,879
Possession ;
|
i
Clean-up/ $2,865
Maintenance
Legal Costs E $0
Interest : $931
Councll Rates $856
{ .
Water Rates : $418
HS Admin Fee i $2,000
Other ! $1,155
| i
i
Loan Balance : $100,104
| .
Sale Price J $78,500
Less Costs 5
Agent Comm + GST | $2,750
Agent Mkting + GST | $1,925
Conveyancer Fee I $500
Net Sales Proceeds | $73,325
Gross Shortfall ? $27,269
(calculated) !
|
Unearned income -$2,148
Net Loss | $25,121
Existing Provision | -$42,406
Bad Debt /Write back | $17,285
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Original Loan
Details

Primary Loan
Number
l.oan Start Date

‘|Channel

Loan Type

Original Purchase }
Price

Loan Amount

Arrears at
, session

Credit Score !

Risk Score

Orlginal Valuation ;

Valuer

|

z
LVvR
VG Valuation ;
|

|

Further Advances | '

Appendix 5

Homeloans Plus

$216,000

$196,811

$215,000

92%
$260,000

‘ Detalls

Possession
Possesslon Date

Valuation Date
Valuation - High

{
!

Valuation - Low
Valuer

Property Condition [

Agent Appraisal -
Upper

Agent Appraisal -
Lower

f
Contract Price f

Real Estate Agent ]
|
!

Discharge Date

Sale Method

$230,000

$190,000

Average

$240,000
$220,000

$220,000

Auction

under DLA

Was the Loan Application approved

No

|
|
z‘
|

Financial Difficultles

Key Reason for Delinquency

Key Actions

Eviction

Additional Commentary

This loan account first fell into arrears in mid-2015, after a long history an order for
possession was granted in November 2019,

Average condition malsonette, above the odds sale prlce achleved at auctlon (7

reglistered bidders).

Note: All interest, fees and charges associated with this loan

, totalling $101,100) have been reversed from the loan balance

|
Financial Position | Actual
l.oan Balance at i $232,256
Possession i
l
Clean-up/ |[ $1,900
Malintenance !
Legal Costs i $3,004
Interest | $707
Councli Rates ‘ $267
Water Rates ! $152
HS Admin Fee L $2,000
Other ! $4,446
!
Loan Balance - $244,732
i
|
i ‘
Sale Price | $235,000
|
Less Costs i
|Agent Comm + GST | $4,700
Agent Mkting + GST | $1,305
| f
Conveyancer Fee ‘ $500
Net Sales Proceeds - $228,495
Gross Shortfall | $0
(calculated) i
Unearned Income ~$399
Net Loss 3 -$399
Existing Provision -$1
Bad Deht /Write back $400

77



Board paper

Realisation Loss

\\,,

rnment
nISoul Australla

@ HomeStart

Original Loan
Details

Pr!méfy Loan
Number

Loan Start Date |

Channel

Loan Type

Original Purchase
Price

Loan Amount

Further Advances

Arrears at !
Possession
Credit Score
Risk Score

Original'Valuaﬂon

Valuer
LVR
VG Valuatlon

Appendix 6

Internal -‘Adelaide

$140,000

$133,000

-$4,435
2c
1c

$140,000

[
 95%
$169,000

Possession
Details

Possession Date

Valuation Date

Valuation - High

Valuation - Low

Valuer

Property Condition

Real Estate Agent

Agent Appraisal -
Upper

Agent Appraisal -
Lower

Contract Price
Dlschérge Date
Sale Method

$150,000

$120,000

Poor

$146,000
$135,000

$135,000

Auction

Was the Loan Application approved

under DLA

No

|
|
|

Key Reason for Delinquency

Deceased

Key Actions
Abandoned

Additional Commentary

Reasonable sale price achieved, desplte property being in poor condition.

|
Financial Position ! Actual
Loan Balance at ! $119,333
Possession !
'i
Clean-up/ l $6,497
Maintenance |
Legal Costs ; $0
Interest : $1,029
Coundll Rates $802
Water Rates $526
HS Admin Fee i $2,000
Other ! $1,833
: ,
i
‘ !
Loan Balance $132,020
i
i
|
Sale Price $156,000
i
Lesis Costs ;
Agent Comm + GST | $3,432
Agent Mkting + GST ' $1,925
Conveyancer Fee : $500
i
Net Sales Proceeds } $160,143
!
Gross Shortfall ‘ $0
(calculated)
.
Unearned Income i -$1 ,241
Net Loss : -$1,241
Existing Provision -$25,000
Bad Debt /Write backE $26,241
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Original Loan
Detalls ~Appendix 7
Primary Loan ]
Number
Loan Start Date ]
Channel 1\ BankSA
]

|toanType |
Original Purchase | $65,000
Price
Loan Amount $50,400
Further Advances $31,319
Arrears at $1,585
" session
Credit Score- 3b
Risk Score 1a
Original Valuation $65,000

LVR A  78%
$135,000

I

|
Valuer l
VG Valuation i
‘ ]

|

|

Possession
Detalls

Possesslon Date
Valuation Date

Valuation - High

Valuation - Low

Valuer

Property Condition

Real Estate Agent

Agent Appraisal -
Upper

Agent Appraisal ~
Lower

Contract Price
Discharge Date

Sale Method

$120,000

$100,000

Poor

I
$120,000
$110,000
$100,000

I

Auctloh

Was the Loan Application approved
under DLA Yes

Key Reason for Delinquency

Avaldance

Key Actions
Abandoned

Additional Commentary

Poor condition malscnette, reasonable sale price achleved.

|
Financial Position l Actual
Loan Balance at $49,836
Pc_)ssesslon
Clean-up/ ‘ $5,348
Malntenance |
Legal Costs E $0
Interest [ $972
Councll Rates ’ $6,208
Water Rates l $3,816
HS Admin Fee ! $2,000
Other ; $1,415
i
Loan Balance $69,595
Salé isrice $115,000
Less Costs |
. . .
Agent Comm + GST , $2,630
Agent Mkting + GST | $1,925
i
Conyeyancer Fee $500
Net Sales Proceeds $110,045
Gross Shortfall $0
(calculated)
Unearned Income } $795
Net Loss 1 -$795
Existing Provision ? -$1
Bad Debt /Write back[ $796
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Agenda item: 2005.8

Topic: Risk and Lending Update

Fl;om: Peter Byrnes
Date: 19/05/2020
Status: Noting

1. Background

Following is an outline forming the basis of discussion on HomeStart's Risk and Lending activities.

2, Discussion

« Operational Initiatives
o Valuations

o Minimum Standards
o Lending Assessment Criteria
o Monitoring & Responding to Broker Application Quality

s Risk hnitiatives
o Risk Appetite Update
o Risk & Control Program

+« COVID Response
o Risk & Lending — Operations Maintained
o Assessment & Seftlement Activity
o Risk Register
o Loans Under Arrangement

3. Recommendatlon

That the Board notes the above outline of topics for dlscussmn.

Peter Byrnes
Head of Risk & Lending

Sensitive: Commerclal 80





