b o N @) & 2 B .
Fhind Son Financial Services 163 New South ad Road

2030
Mob. 0401 140 106

July 21, 2002

The Secretary,

Senate Select Committee on Superannuation
Parliament House,

CANBERRA ACT 2600

super.sen@aph.gov.au
Dear Ms Morton,

RE : SENATE SELECT COMMITTEE ON SUPERANNUATION and
SUPERANNUATION AND STANDARDS OF LIVING IN RETRIEMENT

Thank you for the opportunity to have appeared before the Committee on Tuesday 9 July
2002.

In respect of that testimony before the Committee, Senator Sherry asked a couple of questions
which he suggested I take on notice (see page 135 of the transcripts). In respect of those
matters I now enclose further information in response to the Senator’s questions, namely a
series of scenario simulations that detail the debt issuance burden and timing on the Federal
Government (at initiation), and State Government Budget expense (progressive), under the
HOMEX Program for 10,000, 20,000 , and 50,000 participants both male, and female, single
and couple of various ages (scenanios 1 — 6). Scenario 7 aiso highlights the implications of
utilizing a private funding structure for HOMEX which has the effect to eliminate the
effective burden on the State Government of the program.

I also enclose ‘marked-up’ changes to the draft transcript pages (contents page, p. 128, p. 129

and p. 133) as a requesteq ction to some small errors in the draft.
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_Peter M. Binetter -~

Director
Third Son Financial Service Pty. Limited
{ACN 050 498 384)



Senate Select Committee On Superannuation

Additional Information Provided By Third Son Financial Servicaes Pty. Ltd. 22 July 2002 (in responsa to quastions taken on notice)

Participant Details :
Age 65
Sex Male
[Martial Status Single
Home Market Value $250,000]
No or Participants 13,000 | 20,000 | 50,000 |
- HOMEX Bond Amortization Schedule
TERM HOMEX BOND
ow (years) % Outstanding |
1] 100.0%
o 5 87.4%
10 €4.0%
o 15 44.7%
20 25.9%
3o LA 11.3%
* 30 3.2%
o 38 ... _05%
%
1 12 23 34 45 S0 6T 70 B0 100 111 123 153 144 105 108 177 185 100 210 221 232 243 254 206 270 20T 58 300 32 X351 347 360 354 A75 308 207 408 419 490 441 452 483 474
Period (Months)
I W HOMEX Bond % Cutstarding
of Participant Homes - 10,000 20,000 50,000
Initial Market VValus of Home Purchased ($millions) 2,500 5,000 12,500
Total Federal Govt. Bonds Issued (Homex Bonds) ($millions)” 1,036 2,071 5178
Maximum Funding Demand on State Government in any one year ($ millions)** 164 328 820
Year in which that funding demand occurs 1 1 1
Maximum Cumulative Funding Demand on State Gavernment ($ millions)** 869 1,739 4347
Year in which that cumulative funding demand reaches a peak 12 12 12

Notes

* Homex Bonds are issued at the purchase of a home, however they are preplaced to financial institutions that have other

participatory obligation in the HOMEX program. Hence all the debt created by the lssue of HOMEX Bonds flows directly and

immediately back into the program.

** State Government funding Demand is to meet the ongoing expenses of the program plus the full payment of interest

ang retirernent of principal on the Federal Government issued HOMEX Bonds over their amortisation period (see graph).

State Government maeets this funding either by :
i) incremental State Government budget expense , or

i incremental allocations by the Federal Government via the Commonwsalth State Housing Agreement (this creating an

incremental funding demand on the Federal Budget) , or
iy Progressive Privetisation of the HOMEX Property Partfolio

Copyright Third Son Financial Services Pty. Lid, 2002



Senate Select Committee On Superannuation

Additional Information Provided By Third Son Financial Services Pty. Ltd. 22 July 2002 (in response to questions taken on notice)

Participant Details :
Age 65
Sex Female
Martial Status Single
Home Market Value $250,000]
NG or Participants 10,000 | 20,000 | 50,000 |
- HOMEX Bond Amortization Schedule
TERM HOMEX BOND
- {years) % Outstanding
o 100.0%
o 5 92.0%
10 75.4%
o 15 57.4%
20 36.9%
- 26 e 18.4%
* 30 6.3%
2% 1.2%.
% .
1 12 23 3 45 50 &F 70 80 100 111 122 133 144 155 105 177 180 100 210 2 250 245 204 204 I76 297 208 300 220 331 B2 559 M54 TS 388 557 408 410 490 441 A57 409 474
Pariod {(Months)
| B HOMEX Bond % Outstanding
Homes: _ 10,000 20,000 50,000
Initial Market Value of Home Purchased ($millions) 2,500 5,000 12,500
Total Federal Govt. Bonds Issued (Homex Bonds) ($millions)* 819 1,638 4,085
Maximum Funding Demand on State Government in any one year ($ millions)** 135 270 674
Year in which that funding demand occurs 1 1 1
Maximum Cumulative Funding Demand on State Government ($ millions)™* 1,007 2,013 5034
Yaar in which that cumulative funding demand reaches a peak ﬂ 13 13_

‘Notes

* Homex Bonds are issued at the purchase of a home, however they are preplaced to financial institutions that have other

participatory obligation in the HOMEX program. Hence all the debt created by the Issue of HOMEX Bonds flows directly and

immediately back into the program:.

** State Government funding Demand is to meet the ongoing expenses of the program plus the full payment of interest

and retirement of principal on the Federal Government issusd HOMEX Bonds over their amortisation period {see graph).

State Government meets this funding either by :
i} incrementa! State Government budget expense |, or

i) incremental allocations by the Federal Government via the Commonwealth State Housing Agreement (this creating an

incremental funding demand on the Federal Budget) , or
iiiy Progressive Privatisation of the HOMEX Property Portfolio

Copyright Third Son Financial Services Pty. Ltd, 2002



Senate Select Committee On Superannuation

Additional Information Previded By Third Son Financial Servicas Pty. Ltd. 22 July 2002 {in response to questions taken on notice}

|Erﬁcipant Details :

Age 68 & 65
Sex Male & Female
Martial Status Couple
Home Market Vaiue $250‘OOOJ

No or Participants 10,000 | 20,000 |

50,000 |

HOMEX Bond Amortization Scheduls

TERM HOMEX BOND
__{years) % Outstanding_ |

- a5

- 0 100.0%
im 5 . 80.0%
10 70.4%
o 15 o B19% |
§ 20 32.1%
S 26 15.3% .|
* 30 4.9%

0.8%.

“1 oA M A8 BT mmmmmmmmmmzmm1mn1u1wwziua1mmmmmwmmmmmmmmmm 451 481 471 &1
Puriod {Months)
l B HOMEX Bond % Outatanding 4]

Homes 10,000 20,000 50,000
Initial Market Value of Home Purchased ($millions) 2,500 5,000 12,500
Total Federal Govt. Bonds lssued (Homex Bonds) ($millions)* 919 1,838 4,596
Maximum Funding Demand on State Government in any one year (% mitlions)** 148 286 738
'Yoar in which that funding demand occurs L 1 1
Maximum Cumulative Funding Demand on State Government ($ millions)™ 933 1,867 4 867
Year in which that cumulative funding demand reaches a peak 12 12 2

Notes

* Homex Bonds are lssued at the purchase of a home, however they are preplaced to financial insitutions that have other
participatory obligation in the HOMEX program. Hence all the debt created by the lssue of HOMEX Bonds flows directly and
immadiately back into the program.

* State Government funding Demand is to meet the ongoing expenses of the program plus the full payment of interest
and retirement of principal on the Federal Government issued HOMEX Bonds over their amortisation period (see graph).
State Government meets this funding either by :

i incremental State Government budget expense , or )

i) incremental altocations by the Federal Government via the Cormmonwealth State Housing Agreement (this creating an
incremental funding demand on the Federal Budgetf} , or

iii) Progressive Privatisation of the HOMEX Property Portfolio

Copyright Third Son Financial Services Pty. Lid, 2002



Senate Select Committee On Superannuation

Additional Information Provided By Third Son Financial Services Pty. Ltd. 22 July 2002 {in response to questions taken on notice}

|!articipant Datails *

Age 80

Sex Male

Maitial Status Single

Home Market Value $250,000]

|No or Participants 10,000 | 20,000 | 50,000 |

HOMEX Bond Amortization Schedule

- TERM _ HOMEX BOND

{vears) % OQutstanding |

0 100.0%

§ 67.9%

10 16.5%

15 4.8%

20 0.6%
25 _00%

30 0.0%

.35 0.0%

T 10 3 08 8T B S 109 111 121 139 141 184 181 479 184 194 204 214 229 2 340 250 201 2V 280 2 301 301 32t X3 M1 350 301 3T Mt S A01 491 429 431 441 45 481 aT1 a1

Period {(Months)
B HOMEX Bond % Outstanding
10,000 20,000 50,000
Initial Market Value of Home Purchased ($millions) 2,500 5,000 12,500
Total Federal Govt. Bonds Issued (Homex Bonds) ($millions)* 1,712 3,425 8,562
Maximum Funding Demand on State Government in any one year ($ millions)** 2838 575 1,438
Year in which that funding demand occurs 1 1 1
Maximum Cumulative Funding Demand on State Government ($ millions)** 578 1,152 2,880
Year in which that cumulative funding demand reaches a peak 10 10 10

Notes

* Homex Bonds are issued at the purchase of a home, however they are preplaced to financigl institutions that have othar
participatory obligation in the HOMEX program. Hence all the debt created by the Issue of HOMEX Bonds flows directly and
immediately back into the program.

** State Government funding Demand is to meet the ongoing expenses of the program plus the full payment of interest
and retirement of principal on the Federal Government issued HOMEX Bonds over their amortisation period {see graph).
State Government meets this funding either by -

i} incremental State Gavernment budget expense , or

iiy incremental allocations by the Federal Government via the Cormmeonwealth State Housing Agresment (this creating an
incramental funding demand on the Federal Budgef) , or

iy Prograssive Privatisation of the HOMEX Property Portfolio

Copyright Third Son Financial Services Ply. Lid, 2002



Senate Select Committee On Superannuation

Additional Information Previded By Third Son Financial Services Pty. Ltd, 22 July 2002 {in response to questions taken on notice)

|Parﬁcipant Details :

Age 80
Sex Famale
Martial Status Single
Horne Market Value $250,000]
No or Participanis 10,000 | 20,000 | 50,000 |
. HOMEX Bond Amortization Schedule
TERM HOMEX BOND
(years) _ % Outstanding
0 100.0%
5 70.8% |
10 23.6%
15 8.0%
20 1.6%
25 0.1%
30 0.0%
38 L00% |
1 11 20 8 & 58t T8 B 101 121 131 141 181 18T 179 181 1 209 241 ZH1 20T 34T 201 2N 2T 20T 201 301 311 X2 K31 M1 351 301 574 0T 301 401 411 B2 AN 441 451 480 4T ABY
Period (Monihe)
[ W HOMEX Bond % Outstanding
of Homes 10,000 20,000 50,000 |
inibal Market Value of Home Purchased ($mil_lions) 2,500 5,000 12,500
Total Federal Govt. Bonds Issued (Homex Bonds) ($millions)” 1,602 3,205 8,012
Maximum Funding Demand on State Government in any one year {§ millions)** 265 53 1,326
Year in which that funding demand occurs 1 1 1
Maximum Curnulative Funding Demand on State Government ($ millions)** 690 1,351 3.452
Year in which that cumulative funding demand reaches & peak 10 10 10

Notes

* Homex Bonds are issued at the purchase of a home, however they are preplaced to financial institutions that have other
participatory obligation in the HOMEX program. Hence all the debt created by ths lssue of HOMEX Bonds flows directly and

immediately back into the program.

** State Government funding Demand is to meet the ongoing expenses of the program plus the full payment of interest
and retirement of principal on the Federal Government issued HOMEX Bonds over their amortisation period {see graph).

State Government meets this funding either by :
i) incremental State Government budget expense , or

iiy incremental allocations by the Federal Government via the Commonwealth State Housing Agreement {this creating an

incramental funding demand on the Federal Budget) , or
iity Progressive Privatisation of the HOMEX Property Portfolio

Copyright Third Son Financial Services Pty. Lid, 2002



Senate Select Committee On Superannuation

Addlitional Information Provided By Third Son Financial Services Pty. Ltd. 22 July 2002 (in response to questions taken on notice)

g .
lParticipam Details :

Age 81%380
Sex Male & Female
Martial Status Couple
Hame Market Value $250,000
No or Participants 10,000 20,000 § 50,000 |
- HOMEX Bond Amortization Schedule
TERM HOMEX BOND
~ {years) % Qutstanding |
0 100.0%
5 69.7%
10 20.9%
- 15  88%
20 1.1%
25 0.1%_
30 0.0%
- 35 . 0.0%
1 11 20 3 41 51 810 H A #1010 111 121 131 11 351 104 171 180 091 204 201 221 20T 249 230 201 ZET 280 201 301 F11 321 331 31 351 384 NTY 301 291 401 411 &1 431 441 401 A81 471 489
Pariod {Months)
[ W HOMEX Bond % Outstanding
[No of Participant Homes — 10,000 20,000 £0,000 |
Initial Market Value of Home Purchased (Smillions) 2,500 5,000 12,500
Total Federat Govt. Bonds tssued (Homex Bonds) {$millions)* 1,845 3,289 8,223
Maximum Funding Demand on State Governmentin any one year ($ millicns)y™ 274 547 1,368
Year in which that funding demand occurs 1 1 1
Maximum Cumulative Funding Demand on State Governmant ($ millions)** 649 1,297 3243
Year in which that cumulative funding demand reaches s peak 10 10 10

Notes

* Homex Bonds are issued at the purchase of & home, however they are preplaced to financial institutions that have other
participatory obligation in the HOMEX pregram. Hence all the debt created by the Issus of HOMEX Bonds flows directly and

immediately back into the program.

** State Government funding Demand is to meet the ongoing expenses of the program plus the full payment of interest
and retirement of principat on the Federal Government issued HOMEX Bonds over their amortisation period {see graph).

State Government maets this funding either by :
i) incremental State Government budget expense , or

i) incrernental allocations by the Federal Government via the Commonwaealth State Housing Agresment (this creating an

incremental funding demand on the Federal Budget) , or
ili) Progressive Privatisation of the HOMEX Property Portfolio

Copyright Third Son Financial Services Pty. L.td, 2002



Senate Select Committee On Superannuation

Additional Information Provided By Third Son Financial Services Pty. Ltd. 22 July 2002 {In response to questions taken on notice}

'Parﬂclpant Detalls :

Age 65.00
Sex Male
Martial Status Single
{Home Market Value $250,000
No or Participants 10,000 20,000 | 50,000 |
- HOMEX Bond Amortization Scheduls
TERM HCMEX BOND
100% {years) % Qutstanding
100.0%
87.4%
64.0%
44.7%
25.9%
11.3%
3.2%
0.5%
T 12D M 5 MO TE M 100111 (22 138 144 105 10 177 120 0 210 221 232 D43 264 206 170 207 208 200 X0 IM 34T MIT 364 375 I X7 A0A 410 430 847 452 480 474
Puriod (Months}
1 BHOMEX Bond % Outstanding
[Roof Pare Homes 10,000 20,000 50,000 |
Initial Market Value of Home Purchased {$miilions) 2,500 5,000 12,500
Total Federal Govt. Bonds Issued (Homex Bonds) ($millions)* 849 1,699 4,247
Maximum Funding Demand on State Government in any one year ($ millions)™ - - -
Year in which that funding demand accurs nfa nfa n/a
Maximum Cumulative Funding Demand on State Government {$ millions)** - - -
‘Year in which that cumulative funding demand reaches a peak na n/a n'a

* Homex Bonds are issued at the purchase of a home, however they are prepiaced to finansial institutions that have other
participatory obligation in the HOMEX program. Hence all the debt created by the Issue of HOMEX Bonds flows directly and
immediatety back into the program.

** State Government funding Demand is to meet the ongoing expenses of the program plus the fult payment of interest

and retirement of principal on the Federal Government issued HOMEX Bonds over their amortisation period (see graph).
Under the Private Funding Scenario State Government meets this funding either by prograssive securitisation of the
HOMEX Property Portfolio and incurs no net direct expense burden.

HOMEX Property Portfolio % ‘Sold' to Private investors

TERM HOMEX Property Portfolio %
{years) Securitised to Private Investors

120.00%

1 14 27 40 571 88 7% B2 105 118 131 144 157 170 132 100 200 222 200 240 201 274 287 300 313 2306 330 M2 I8 378 201 404 417 £30 443 408 485

Period {Months}

WHOMEX Property Portiola % Securkised to Private Investors ]

Copytight Third Son Financial Services Pty. Ltd, 2002





