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Keystart Housing Scheme Trust — 
Mr I.C. Blayney, Chair. 

Mr P.C. Tinley, Minister for Housing. 

Ms M.J. Andrews, Director General, Department of Communities. 

Mr M. Verkuylen, Chief Financial Officer. 

Mr G.M. Cash, Assistant Director General, Commercial Operations, Department of Communities. 

Mr S. Ward, Chief of Staff, Minister for Housing. 

[Witnesses introduced.] 

The CHAIR: This estimates committee will be reported by Hansard. The daily proof Hansard will be available the 
following day. Members may raise questions about matters relating to the operations and budget of the off-budget 
authority. Off-budget authority officers are recognised as ministerial advisers. It is the intention of the Chair to 
ensure that as many questions as possible are asked and answered and that both questions and answers are short 
and to the point.  

The minister may agree to provide supplementary information to the committee rather than asking that the question 
be put on notice for the next sitting week. I ask the minister to clearly indicate what supplementary information he 
agrees to provide and I will then allocate a reference number. If supplementary information is to be provided, I seek 
the minister’s cooperation in ensuring that it is delivered to the principal clerk by Friday, 31 May 2019. I caution 
members that if a minister asks that a matter be put on notice, it is up to the member to lodge the question on notice 
through the online questions system. 

The member for Bateman. 

Mr D.C. NALDER: Given the time, I will go really quickly and try to get to the point. The questions are about 
Keystart, but the only information we seem to have is on page 465 in part 8 of budget paper No 2. We know that 
legislation limits the borrowings for Keystart to $5 billion. We are trying to understand where the book is at right 
now. Given that housing prices are falling and therefore the levels of negative equity are increasing, and there are 
difficulties with getting that book out, why are people refinancing and opening up the book, which is what we 
should be trying to achieve to help these people get started? I am trying to get a sense of the current loan book, 
and then I will move to quick questions about mortgages in arrears, defaults and negative equity, but I start with 
the current total book value. 

Mr P.C. TINLEY: Currently, the authorised amount for the book is $4.8 billion. The member has said a couple 
of times that there is a legislated cap for Keystart. There is not. 

Mr D.C. NALDER: It is a policy, is it? 

Mr P.C. TINLEY: It is a policy, so obviously it goes through an Expenditure Review Committee process, the 
bonds are bought through the Western Australian Treasury Corporation and it provides the long-term funding. The 
member said that a couple of times. It is great that I can correct that. I meant to catch him separately and tell him 
that. The authorised limit is $4.8 billion. I want to go with the member on this one. He wants to know how much 
of that is out. 

Mr D.C. NALDER: Is $4.8 billion the policy limit? 
Mr P.C. TINLEY: Yes, that is the current authorised — 

Mr D.C. NALDER: Policy limit? 

Mr P.C. TINLEY: That is the amount funded by Treasury Corp at the moment. 

Mr D.C. NALDER: How much is lent at the moment? 

Mr P.C. TINLEY: Mr Verkuylen. 

Mr M. Verkuylen: The current amount that is forecast to be lent out to the end of this financial year is $4.369 billion. 

Mr D.C. NALDER: So there is still half a billion dollars to do —  

[9.50 pm] 

Mr P.C. TINLEY: Yes, but also do not forget that it is a rolling number. Hopefully, as people pop out and move 
into the retail market — 

Mr D.C. NALDER: It is a bit harder at the moment.  
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Mr P.C. TINLEY: It is a bit harder, but there are people who have built equity. As the member knows, it is not 
the best deal in the market. The average is the big four. There is always a better deal out there for them. The banks 
love them, as the member knows. They are the best pre-qualified clients they are going to get. 

Mr D.C. NALDER: But the deal is the average of the standard variable rate, when most of them are offering 
discounts of 90 to 100 basis points.  

Mr P.C. TINLEY: Correct. The incentive is—I make no excuse for this—that I want them out of the book. The 
sooner we get them through, the quicker we are able to move the loan onto someone else. 

Mr D.C. NALDER: Then Keystart can lend more. I was accused by the minister’s peers of spruiking for the other 
banks.  

Mr P.C. TINLEY: It is just an outrage! 

Mr D.C. NALDER: But I always saw it as a principle that it wants them to move through so it can lend more.  

Mr P.C. TINLEY: Absolutely.  

Mr D.C. NALDER: One thing that I have picked up on is that the mortgage in arrears seems to be lower than 
what is happening with the banks. I am trying to get an understanding about how that could be the case.  

Mr P.C. TINLEY: I will tell the member. It was the same under the former government’s watch: because we are good!  

Mr D.C. NALDER: No; same under our watch. I am trying to understand how it works in a downturned domestic 
economy. Given that Keystart almost plays the role of a lender of last resort, because it is for people who cannot 
otherwise access financing, is there some management processes that mean if they are struggling, they are shifted 
off and therefore not necessarily counted as mortgagees in arrears?  

Mr P.C. TINLEY: No. It was the same thing under the former government’s watch. We all should be very proud, 
as we are, of this great institution. Correct me if I am wrong—I will correct the record if I am wrong—on average 
we run at 30 per cent below the industry standard for arrears in default. Mortgages that are called in are at the 
lowest of any other institution in Australia. The alchemy, if you like, is the 120 FTE at Keystart who manage these 
clients at a level that no bank seems to be able to do. Many people who do not currently have a loan are working 
towards it. They are working with our people to get there and they are managed through there. As soon as they get 
into difficulties, the credit section down at Keystart—I was there two weeks ago—has some very experienced 
people to help them. The intellectual property of Keystart that I have to explain to other housing ministers is the 
120 FTE there. Those people are gold in how they manage those things. I call it a high doc sub-prime mortgage 
book. By the time they graduate out of it into the retail market, they are some of the best pre-qualified clients. The 
amount of $1.6 billion is put into the market—$1.35 billion is currently securitised. It is not lost on us that there is 
a further capacity to take up those clients, if the bank is ready. For Bendigo and Adelaide Bank, they have proven 
to be one of the best client groups they have ever had. They layer in all the usual products the retail banking sector 
does and they are super happy.  

Dr M.D. NAHAN: I was briefed on this all the time when I was Treasurer, so I understand that. One of the 
processes that Keystart uses to ensure that it manages the risks that come up is that customers are brought in who 
do not have very much cash.  

Mr P.C. TINLEY: Yes, absolutely.  

Dr M.D. NAHAN: By definition, they are almost new entrants to the market. They have seen, at least in that asset 
class, negative equity for a time. The way to keep them on the book is to keep them in the house. If they leave, 
they are in trouble.  

Mr P.C. TINLEY: Yes.  

Dr M.D. NAHAN: What are some of the policies that Keystart puts in place to make sure these people pay their 
mortgages and keep a roof over their head? What processes are followed? The government cannot give them 
money, so what does it do?  

Mr P.C. TINLEY: There is a range of possibilities. The credit section down there are masters at doing it. That is 
why they can keep below the industry standard of default in arrears. When I was there the other week, I asked that 
very question: how do you manage it and what are the processes? The first thing is they have a conversation. The 
second thing is they quantify the risk to the loan and the risk to the client. I am told that many of them are 
significantly ahead in their mortgage payments. That gives them the ullage, if you like, to work away. The vast 
majority of people fall into difficulty because of loss of employment or underemployment, which is a growing 
phenomenon in our economy. I do not have the name of the program but I am more than happy to provide that by 
way of supplementary information.  



Extract from Hansard 
[ASSEMBLY ESTIMATES COMMITTEE A — Wednesday, 22 May 2019] 

 p272b-274a 
Chair; Mr Dean Nalder; Mr Peter Tinley; Dr Mike Nahan 

 [3] 

Dr M.D. NAHAN: What share of the first home market does Keystart provide?  

Mr P.C. TINLEY: It varies from month to month. One number that stuck out for me was in October, when we 
were 80 per cent of the first home owners market. Typically, it is 40 per cent.  

Dr M.D. NAHAN: Forty per cent is my memory. Keystart is the main lender to a segment of the housing market 
that is under huge fiscal stress, according to the data I have seen, with high levels of negative equity. This is an 
aggregate: high levels of arrears and, in certain places, high levels of household bankruptcy. The housing market 
is struggling here—it has for 10 years. That is the aggregate data I have. According to the data I have seen, Keystart 
has a sterling record when it sometimes represents 40 per cent of the market. If it is 40 per cent of the market, it 
cannot help but have these issues with arrears and problems that the market has. Keystart is the market.  

Mr P.C. TINLEY: Yes.  

Dr M.D. NAHAN: Keystart is the market in first homes. Is it because it has a large amount of shared equity; it 
diminishes the deposit that is required and therefore its loan level is lower?  

Mr P.C. TINLEY: Yes. There is a multiple series of “yeses” in there: management of the client, the nature of 
their product, how long they have been in the product and whether they are in advance or in arrears. I might just 
let Greg, who is a board member of the agency, speak to it, and we will see whether we get to where the member 
wants to go.  

Mr G.M. Cash: I think there are a number of things that play in Keystart’s favour in this space. As the minister 
talked about, it has very rigorous credit assessment processes that are heavily manualised, line item by line item, 
to work with individuals to actively manage and reduce their discretionary spend on non-essential-type activities 
to build their creditworthiness. They are not high-risk borrowers; they are low-deposit borrowers that have gone 
through rigorous credit assessment processes to get in the door. There is also the behavioural element of knowing 
that they do not have another option to get a loan from somebody else. That says it is in their interest to hang on 
to the opportunity and put the effort in, as the minister talked about; building a bit of equity in their loan—that is, 
getting ahead in the loan. The cohort of client is useful. The additional piece in that up-front bit is the fact that the 
income eligibility limits are for people who do not always have the option of going elsewhere. Often, the nature 
of the employment that those people are in means that those types of jobs are less responsive to movement in the 
economy because they are more baseline. It might be a mum on $35 000 to $40 000, in a low-income job, and 
a dad on $60 000. The nature of that work is probably more relatively consistent. The default rate and the arrears 
comes from crisis situations generally, which is marriage breakdown, loss of employment and those sorts of things, 
which are not uncommon for anyone. That is the up-front piece. When people get into trouble, the minister talked 
about the back-end element of Keystart going in and working with the client to put in place arrangements to manage 
finances. The other piece, too, that Keystart does is it actively manages personal debt and does not allow them to 
have more than 10 per cent personal debt. Credit cards are largely diminished. All of those different elements come 
in to mean that it is low deposit, not high risk, lending.  

Mr P.C. TINLEY: I want to make the point, though, that our clients are buying a home, not an investment. 
Everything has gone into it. Their attempt to retain that is contingent upon servicing the loan. The negative equity 
piece is the old thing—it is not a loss until they sell. That is only as a last resort for them, or they have graduated.  
The CHAIR: Sorry, members, our time is up.  

Mr P.C. TINLEY: I have one final point. I want to record on Hansard that any time the opposition wants to visit 
Keystart and walk the floor, please, I want to facilitate it; it is worth it. 

The CHAIR: Thank you, members. That completes the examination of Keystart Housing Scheme Trust. 

Committee adjourned at 10.00 pm 
__________  
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