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Keystart Housing Scheme Trust — 
Mr S.J. Price, Chair. 

Mr P.C. Tinley, Minister for Housing. 

Mr G.J. Searle, Acting Director General. 

Mr J. Coles, Chief Executive Officer, Keystart. 

Mr G. Yates, Chairman, Keystart. 

Mr P. Whyte, Interim Assistant Director General, Commercial and Corporate Operations. 

Mr G. Cash, Interim Assistant Director General, Housing. 

Ms V. Harvey, Acting Assistant Director General, Strategy and Policy. 

Mr N. Hindmarsh, Acting General Manager, Commercial Operations. 

Mr L. Carren, Chief Finance Officer. 

Ms L. Kalasopatan, Acting Senior Manager, Treasury and External Liaison. 

[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, 29 September 2017. 

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 Carine. 

Mr A. KRSTICEVIC: Has Keystart considered, or is it currently considering, any changes to its lending policies, 
including deposit and savings criteria and risk premiums? 

Mr P.C. TINLEY: I should say in general terms that Keystart, which no member here will need any introduction 
to, has been a spectacular policy position since it was conceived in 1989 and developed for delivery of demand 
take-out, if you like, for affordable homes and shared equity. The key point I will make—I will defer to Mr Coles—
is that the current credit lending criteria of the retail banks has been significantly impinged on by the Australian 
Prudential Regulation Authority’s capital adequacy requirements, to the point at which there are now no 
low-deposit lenders. Bankwest exited the low-deposit lending market; it had been lending on a five per cent 
deposit. That conferred—I would not call it market failure—significant market adjustment that required the 
government to participate more significantly in delivering credit opportunities for clients who are looking to get 
into an affordable house through the shared equity program. There are significant pressures on Western Australia’s 
set of circumstances relative to the east coast, and so much of the approach to credit of the Reserve Bank and so 
on around household debt is informed by the markets of Sydney and Melbourne. Unfortunately, we run almost 
counter cyclical to that. I will defer to Mr Coles to answer the question more specifically around that criteria. 
Mr J. Coles: As the minister has outlined, most people would be aware that banks are tightening their criteria. It 
has been important that we maintain the two per cent deposit, which the minister and the government support. That 
will continue. The demand for that product is increasing. The government has agreed to increase funding for it. 
Mr W.R. MARMION: All these questions refer to page 265. Keystart has historically had a low rate of 
delinquency. What is the current rate? Is it trending upwards; and, if so, are there any concerns? 
Mr P.C. TINLEY: What was that word the member used? 
Mr W.R. MARMION: I used the word “delinquency”. 
Mr P.C. TINLEY: There are arrears or defaults. 
Mr W.R. MARMION: Defaults. 
Mr P.C. TINLEY: I will ask Mr Coles to respond to that. 
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Mr J. Coles: It is true that with the downturn in the Western Australian economy, the arrears rates for loans has 
increased for Keystart. They have also increased for other financial institutions. The current rate with financial 
institutions is 2.4 per cent and Keystart’s rate at this stage is 1.7 per cent. In earlier times, as the member would 
know as a former minister, the Keystart rate was 0.4 per cent or something like that and the market would be about 
0.8 per cent. We are still keeping relativity, which is a good result. 
Mr A. KRSTICEVIC: Is the minister considering making any changes to Keystart funding, such as introducing 
private funding arrangements such as those that exist in the Northern Territory? 
Mr P.C. TINLEY: Never before has housing affordability been so talked about in the federal budget. We have the 
Treasurer and the Prime Minister talking about it. The federal Treasurer is leading with the bond aggregated model, 
which is a capital formation to assist in demand takeout, if you like. In a lot of ways, the commonwealth has an 
aspiration to develop nationally what we have here locally with Keystart. Again, I make the point that Keystart has 
not taken one dollar of public money in its entire history. It has delivered a dividend of between $70 million and 
$90 million to the Housing Authority to undergo further development of assets, as the member knows. The previous 
government attempted to securitise $1.6 billion worth of the loan book. The Bendigo and Adelaide Bank won the 
right to that. We are seeing how that is digested. I have asked for a review of that. We are keeping an eyes-open 
approach. It is particularly important that we understand how it has gone from its perspective. My personal view is 
that it will have some of the best pre-qualified clients that it will ever get in relation to financial fitness. 
I have asked Keystart to undergo a review, if you like, or look to present government with some options on how 
we might introduce different modes of capital to the Keystart loan book. As the member might be aware, the 
securitisation of the loan book under the previous government was for the single purpose of reducing gross state 
debt, which it did to that tune. In my view, anything we look at has to not overburden gross state debt, because we 
get equity back in the end. I will refer to the chair of Keystart, who is leading that process, to give the member 
a bit more detail. 
Mr G. Yates: Keystart staff are doing some investigations and some market sounding on that. We have been 
meeting with financial institutions in the banking sector and other sectors to develop a product to give to 
government for consideration as part of the 2018–19 budget process. 
[9.40 pm] 
Mr W.R. MARMION: The minister mentioned securitisation. This might relate to any other package Keystart 
might be developing. The government is looking at Bendigo and Adelaide Bank and seeing how it goes, but would 
the government consider securitising further parts of the Keystart loan book? 
Mr P.C. TINLEY: All options are on the table. Again, I would be reluctant to have that as a sole option response. 
To give the member a more in-depth answer, we principally want to see how Bendigo and Adelaide Bank goes, 
and that is an over-time prospect. The member would be aware that we still manage Keystart loans, and it pays us 
a management fee, I might add. We are not considering that as a singular option in isolation. 

Mr W.R. MARMION: The minister mentioned that Keystart makes $60 million or $70 million a year. Can the 
minister provide what Keystart made last year and what it is predicted to make this year? Can the minister also 
advise whether that profit will be reinvested into the Department of Housing or will Treasury nick some of it? 

Mr P.C. TINLEY: That is an outrageous assertion that Treasury would even look at that. The member might also 
note that Keystart is incorporated as a trust and the beneficiary is the Housing Authority. Those trust deeds are 
very interesting reading; they provide that the sole beneficiary is the Housing Authority, so it is very much part of 
the whole mix of vertical integration. I would fight tooth and nail to preserve it because it is fundamentally 
important. It keeps us connected to both the financial and demand market. 

Mr W.R. MARMION: This may be a comment. I understand that, but can the minister actually make sure that it 
is retained, because an equivalent amount can disappear through another exit door in the department. 

Mr P.C. TINLEY: I know, and we vigilantly stand guard at every exit! 

The CHAIR: That completes the examination on the Keystart Housing Scheme Trust.  

Committee adjourned at 9.43 pm 
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