
SUBMISSION 58

12 December2005
ER: 2005/03113

CommitteeSecretary
StandingCommitteeon Economics,

FinanceandPublicAdministration
HouseofRepresentatives
ParliamentHouse
CANBERRA ACT 2600

DearSecretary

INQUIRY INTO IMPROVING THE SUPERANNUATION SAVINGS OF UNDER 40S

Pleasefind enclosedresponsesto two questionstakenon notice,by Mr Phillip Gallagher,Manager,
RetirementandIncomeModelling, DepartmentoftheTreasury,at theCommittee’shearingon 14
October2005. Wehavealsoenclosedadditionalinformationforthe Committee’sconsiderationon
proposalsto relaxthepreservationrules.

ShouldtheCommitteerequireany additionalinformationor assistancepleasecontactErica Lejins,
SeniorPolicyAdviser,on (02) 62632995.

Yourssincerely

,4~ ~W

JohnLonsdale
GeneralManager
Superannuation,RetirementandSavingsDivision

enc

Langton Crescent, PARKES ACT 2600 • Telephone: (02) 6263 3766 • Facsimile: (02) 6263 3044



TREASURY

HOUSE OF REPRESENTATIVES QUESTION
(QuestionNo.1)

Mr SomlyayaskedMr Philip Gallagher,Manager,RetirementandIncomeModelling, Department
of theTreasury,onnotice,on 14 October2005:

Whatis the superannuationcoverageofselfemployedpersonsby age?

Response:

Estimated superannuationcoverageat June2000 by age and type of employment

% With su erannuation assets

Employees

Owner Managers of
Incorporated
Enterprises

Owner Managers
of Unincorporated

Enterprises

Total

Age
15-19 49.1% 0.0% 13.1% 48.6%
20-24 91.2% 66.8% 71.8% 90.0%
25-29 96.5% 94.3% 67.8% 93.5%
30-34 95.8% 90.3% 66.8% 91.3%
35-39 96.2% 87.0% 68.0% 90.4%
40-44 96.5% 89.0% 68.0% 90.8%
45-49 96.2% 86.7% 72.0% 91.0%
50-54 96.7% 88.1% 70.6% 90.3%
55-59 94.5% 88.8% 62.1% 85.7%
60-64 89.8% 81.7% 52.2% 77.1%
65-69 78.7% 64.1% 34.4% 56.4%

All 91.3% 87.3% 66.3% 87.2%
fr

Source:Treasuryestimatesbasedon unit recorddatafrom theJune2000 AustralianBureauof
StatisticsSurveyofEmploymentArrangementsand Superannuation(CatalogueNO. 6361.0)

Note: self-employedaredefinedasownermanagersofunincorporatedenterprises.
Note: this is themostrecentsurveyconducted.Thenextsurveyis expectedto beconductedin
2006.
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2

Proportions making superannuation contributions in 2000by ageand type of employment

% With Contributions

Employees

Owner Managers of
Incorporated
Enterprises

Owner Managers
of Unincorporated

Enterprises

Total

Age
15-19 45.3% 0.0% 1.7% 44.6%
20-24 82.0% 58.2% 34.4% 79.3%
25-29 89.8% 73.1% 34.2% 83.5%
30-34 90.5% 70.9% 37.6% 81.8%
35-39 90.9% 76.0% 39.0% 80.5%
40-44 93.0% 77.8% 44.4% 83.1%
45-49 92.7% 76.3% 50.1% 83.6%
50-54 92.5% 73.8% 49.8% 81.3%
55-59 90.9% 80.7% 43.9% 77.8%
60-64 87.1% 71.6% 33.4% 68.1%
65-69 75.6% 52.2% 26.7% 49.9%

All 86.1% 74.7% 41.8% 78.5%

Source:Treasuryestimatesbasedon unit recorddatafrom theJune2000AustralianBureauof
StatisticsSurveyofEmploymentArrangementsandSuperannuation(CatalogueNO. 6361.0)

Note: Self-employedareownermanagersofunincorporatedenterprises.
Note: this is themostrecentsurveyconducted.Thenextsurveyis expectedto beconductedin
2006.



TREASURY

HOUSE OF REPRESENTATIVES QUESTION
(QuestionNo. 2)

Mr SomlyayaskedMr Philip Gallagher,Manager,RetirementandIncomeModelling, Department
oftheTreasury,onnotice,on 14 October2005:

How is moneyreceivedthroughareversemortgagepaymenttreatedundertheagepensionmeans
tests?

Response:

Theamountof agepensionpayableto a customeris calculatedunderboth an incometestandan
assetstest. Thetestthatresultsin the lowerrateofpensionis theonethatis appliedto the
customer.

A homeequityconversionscheme(reversemortgage)involvesborrowingagainstequityin the
home,with theoptionofdeferringrepaymentssotheloanplus interestis repaidfrom the
borrower’sestate.Peopleenteringhomeequity conversionarrangementscontinueto be treatedas
homeownersby Centrelink,aslong astheyareliving in theirhome.

Theloanamount itself is not income.However,shouldtheloanproceedsbeplacedin afinancial
investment,thenincomefrom theinvestmentis assessedunderthedeemingrulesapplyingto all
financialinvestments.If loanproceedsareusedto purchasenon-financialassets,theymaybe
countedundertheassetstestfrom thedateofpurchase,egcarorboat.

Thefirst $40,000ofan un-spenthomeequity conversionloan is not countedundertheassetstest
for 90 days.If after90 daysapensionerhasnot spentthe loan,thefull amountis includedin the
person’sassets.

Example]:A persontakesout ahomeequity conversionloanof $70,000anddepositstheproceeds
into abankaccount.

Therefore:

• $40,000is exemptfrom theassetstestfor 90 days;

• $30,000is countedasan assetfrom whenthefunds arereceived;and

• thewhole$70,000is subjectto thedeemingrulesunderthe incometest.

Example2: A persontakesout ahomeequity conversionloanof$70,000anddrawsdown$10,000
perannumfor 7 years.Eachtimetheproceedsaredepositedinto abankaccount.

Therefore:

• $10,000is exemptfrom theassetstestfor 90 days;

• thewhole$10,000is subjectto thedeemingrulesunderthe incometest;and

• eachsubsequentdrawdownis treatedin thesamemanner,regardlessof theamountor
amountsdrawndownpreviously.


