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FLOW DIAGRAM OF MAJOR
STEPS IN PROGRESS

Y

FIGURE 2

finished/release signal

Processing complete [~ 57
Web app to display As a result of a user action the
summary of outcomes web app calls ABSLook.
Is it a first call for this D7
Based on quintile No
derived from base data,
gather data from ABS v
d
and other tables Gather required data 44
43 from driver table and p~"
\__ ‘Transform raw data via other sources
scaling and other 45
supplementary (
cajculations .
Structure data and write
interface file, write "
scalar results to driver
table
Cali strategy generation 46
module with id packet [
and inferface file
50
51
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stratagy option lists strategy option lists
¥ 3
Cycle through four core Cycle through seven core
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52 ~\[epplicable combinations| 5 | @pplicable combinations
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result set result set
/
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file
Bulk Insert results to 56
database andsend [ __"
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ABSLOOK STRUCTURE |
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!
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'‘Generate’ spec - Top level

" The task : .
Project the outcomes of various financial strategy options for a client
and store the resulis so that they can be reported.

We have:

Client data Input through ‘web interface’, environment factors such as
fax rates and assumptions from the user login profile (cpi, earning

rates etc),
\. > Read database data
N ————— such as tax rates
sql databases: and insurance premium
) rates
Data files :
social security,
it R e e
ax, an
data files medicare,
data
interfaca file :
asﬁlﬁggrf;b;:o?mn | Read client data from |
typ'a v interface file
Choos:ﬂ;equ!re
projection type
Wealth accumulation : ] P Retlrement :
‘Genaccstrategies’ '‘Ganstratagles'

Insurance :
‘doinscalcs’

FIGURE 8
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Level 1 'Genaccstrategles'- Gensrate accumulation strategy results

Thetesk:
For all combinations of ‘core strategy’ and ‘sub sirategy’, produce a set of resulls
and store them for later retrieval,
We have:
A set of assumptions and cllent data and & data store

Core strategies :

Thera are saven core strategies that govemn what is done
with the dient's spare cagh® each year, They are:

Cash - Save the spare cash in a cash account (CMT)
Investment Portfolio - Inves! the spare cash in an
Investment portiollo

Superannuation - Invest the spare cash 83 non
conceseional superannuation contributions.

Salary sacrifice - Make an arrangemant 8o that the pre tax
equivalent of the anticipated spare cash Is contributed as
concessional superannuation contributions by the dient's
employer.

instalment gearing - For esch dollar of spare cash borrow
another and nvest bath In an investment portfollo,

LVR gearing - Each year calculats the target lvr (default
50%) percentage of assets that can ba used as securlty.
Calculats the diffsrence between that target loanand actual
ioans, borrow the difference and invast it in the investment
portfolio.

Direct property - Each year Invest tha $pare cash in the
invesiment portfollo and at the start of sach projection year
check the porffolio balance. If t Is enough for the daposit on
an Investment properly plus upfront cosis, bormow the
balance and purchase an Investment property.

Sub strategles :

‘inesa are threa sub stmtagles. They are;

Suproll - Roll cash end Investment assets to
superarinuation (up to allowed limits). Two settings -
on or off.

TTRIS - use a percentags of superannuation
balgnce (default 100%) to buy = transition to
retirarment income stream (default income 15%
above statitory minimum}. Two seftings - on or off.

Debt repeyment strategy (Debtstrat)- Max, Min or
Same - Affects only non investmant loans.

For each of the twelve possitie combinations
of Suprol (on or off), TTRIS {on or off) and
Dabtstrat {Max, Min or Sama), perform
Dostrategles - cyde through the seven core
stratagies modelled by the software.

A fotal of B4 sats of results wifl ba produced
(sea also 'spes Strategy table.docx’)

)

Save results to resulis data
tables

*Spare Cash is defined as ;

After tant Income for cliant and, If one exists, pamé. less all expanses Including foan rapayments and one off

expsnges occurng In the particular year,

Every year, a set parcentage of spare.cash (default 20%) is saved Into a 'reserve cash’ account that has the same

eaming profile g the main cash account.

FIGURE 9
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Lovel 1 - Load Interface file

The task :
Load the client data and projection assumptions. -
This document givas an outline of what Is in the data file - the detalled specis
in the spreadshest fitted 'spec - Intarface file.xlsx’

2

Client data such as date
of birth

!

Partner data

I

From the base eaming rate assumptions
the projection software derives projection

. Agesofupto 20
childran

!

"Projection data such as
eaming rates, Inflation
assumptions sl

rates for assets in th superannuation and
retiremant income phase snvironments, the
maln diffarence balng tax rates.

¥

Insurance cover defalls

;

Asset datalls

Assels:
Home - growth no Income, securable
_ Investments - growth, income, franking, securable
Investment property - growth, Income, securable
Superannuation - growth (after-tax incorme Included)
Parsonal - no growth or income
Cash - income only at cash interest assumpfion
Reserve cash account - as for cash
Partner superannuation - as for super

3

Income stream details

Income:

Salary - Client salary growlng at average weekly
eamings growth rate, assumed monthly In arrears
Family benefit - recalcd every year to age 18 par

child, forinightly
Partner salary - as for salary

Ulabllitles details

Liabllities:
. Home [oan - term 20 yrs or proj whichever less-P&I
tnvestment loan - Interest only
Inv.Prop.loen - Interest only
Persongl loan - persinint, 5 years, P&|

Expenses (regular)
detalls

Planned future
purchases

Expensas:
Flve categories, increasing with infiation
assumplion, payable monthly.

Irregular income items

Data includes amount, year and a growth rate if it is
gn ass6t purchase,

incoms variations

FIGURE 10.

Decrease variations are expressed as a percentage
and apply to all Income streams In force at that time.
(excluding retiremant Income streams). [ncreases
are in dollars. All apply from the start year to the end

yaar as set by the user.
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Leval 4 - Main calculation routine - now to retirement - page 1

Clear result stores

Sat up Line of credit. If
debtstrat Max set to

Satup new P&! loan for

congtot othgrwise 0

Set up default
superannustion
accounts for client, and

type super, sacurity
false, growth defsupgr,
Income & franked zero

“initialise store for yearny
values for assets and

parinar category=super, c\

k4

o " income qtrly, category=cash,

same amount, set i
zato If not debtstrat Min

Store gusets and lean
data that may be "

Set up default cash mgt
sccounts Tor client, and partnel

type financial, security=lalse,
" growth ze.o, income
" dafcashine

N

changed in projection for]
later restoration.

Total and round al!
.| assets and llablity

llabs - to values now

Calculate total of assels usable as
security, then set loan maximum to
max vr % of that total

Set up defautt investmant
accounts for cllent, and parinen
income qtriy, category
Investment, typa financtal,
sacurity true, growth definvgr,
Income definvine, franked
definvfr

categories for reporting -
for year zero

zero tesuits slores

;

(defaull 80%)}, This Is the loan limit
beyond which assats are.gold and I8
recalcd each year

set spara cash destination
numbaers to cash accounts if
cash strateglos, invastmant
accounis otherwlse

Initialise debt recycling {rebarrow to ivr for investment each year) stralegy (corestrat 8) - luvel § for details I

if debtstrat Max pay spare cash off loc. if overpald the extra wiil flow through to the sirategy desﬂnati‘un._l

Process Investmenls yr 1 - calg ooy bal, income, franking etc - leval 5 for detalls

Process Income items for year 1, taxabile, Inflation alc - iavel 5 for detalls

]

Process expensas for year 1, Inflation, tax deductibliity etc - lavel 5 for detalls

Process fabilitles for year 1, eoy bal, amount repald, interest componant etc - lsvet 5 for dotalls J

Galculate insurance needs and premiums - lavel S for detalls

|

Collata tax deductions for year 1

Total one off Income items that start In year 4, edd to tax able inc i taxable

_

EE———p—— s T T e T

Total oni off expense ltems that oceur in year 1, including adding new parsansl asset if assat purchase. J

l

FIGURE 11
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Level 4 - main projection process

The task : :
Calculats tha financial details for each year of the projection petiod and store for later
reporting o
We have :
Current financlal profile and assumptions, environmental data such as tax rates

Take a working copy of the current financial position that we can alter [n our calculations

Perform general Inltlalisation - setting up new projection assets, zeroing
_ resuits stores and so on

Produce year zero fotals ]

i Perform strategy specific Initlalisation - see level 5 for more detailsJ

| " Perform year 1 cash flow calculations - see level 5 for more details ]

| Perform end of year processing - year 1 - leve! 5 for detalls J

Produce year one totals

1 Perform Retirement-Income-supported calculations - level 5 ‘

I For years 2 to retirament do -

r Perform year n cash flow calculations - see leve! 5 for more details l

I Perform end of year processing - year n - leve! 5 for details ) l
Produce year n totals J
li Perform Retirement-Income-supported calculations - level § l

Calculate notional 'if all sold' capital gains tax calcs for use in worst case net
asset position calcs. It Is not implied that any or all assets WiLL be sold at
year end. Note that ogt is not calculated for any starting position assets as we
do noet have enough information to do so.

Write required results for fhis strategy/substrategy comblination to results store J

FIGURE 12
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Level § - Initialise debt recycling strategy

|

Set limit to (Sacurahle assets+cashtransferavall)*gearivr (dsfault 50%)

A

if totat loans<iimit then
set asset[31] balance to
' difference

Calculate notional
interest on the new loan
and Income from new
invastment, couple with
existing free cash and
chack if cash flow Is
encugh to pay the
interest

If not encugh cash;
scale back borrowing

(off at present)

¥

Caleulate initial Investment fee on new invastment {uses ‘contfes' variable)

Set new loan amount to new Investmant amount (fab[19]}, calculate annual interast and set as payment

Store gross Invested amount to ‘savéd to |p', add to costbase, add to ‘newinvadded'. .

Subtract inftial fes from investment, add to total Initiat fees for this year

Set annual balance varlable for asset 31 for start of year to net invested after fes

|

FIGURE 13
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Level 5 - Income items - year 1 processing

For each income stream :
Calculate incoma for the year (amount * factor based on frequency eg 12 for monthly); -
Calculate add annual amount info type of income total for later reporting
Add taxfree componant Into taxires total for later tax cales;
If ir income stream calculate rebate for later use if under age 80 otherwise add to laxfres the amount

Level 5 - expenses - year 1 processing

For sach expense ftem
Add amount Into expanses total;
Calculate tax deductible part by multipiying amount by fax ded percentage and add Inte tax deductions
total; {tax deductible percantages all zero af this stage)

FIGURE 14
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Lavel 5 - Investments - year 1 processing

I |

Subtract plan fee from cash transfer avallable. If not all fee paid, subtract remainder from reserve cash, If
still not all fes pald, store ‘planfeeleft’ for debit in soy processing

¥ 1
If strategy is super or sal sac (2 or
3} transfer remaining cash : \f corestrat Is 4, borrow |
trangfer toasset 51 and 52.When Set spara cash an amount sgual to the
destination to 41 of amount of cash transfer
doing 5o, assess agalnstnon |y » Y e
concessional super cont limits. No conesgtrat 0 or 43 available and initialise
‘bring forward' of future year otherwige. liab[19) with those
limits.Cont fees calcd and detalls
subtracted, Cash left flows on. -

X

[ Calculate Initial investment fee on new Investment (uses ‘contfes’ variable) and Invest in sparecash asset I

If corestrat=9 chack If encugh money present for property deposit and if so buy one - level 6

For each asset .
Calculate Income for the yaar {batance * income rate/100};
Calculate frankad partion and franking credit;

Caleulate end of year balance = startof year bal*(1+growth} pius lump sum investments this year (always
zero at thls point) plus regular saving per year (always zero at this point) plus {annual company super
contribution)*(1-super cont tax rate) (cnly affects suparannuation assats) — NB super conts are limlted by
annual concesslonal contribution limit {currently 56000 with exceptions);

Calculate mer = start of year bal*(1+growtiv2)*annual mer percentage (portfee);

If investment property then recalc mer using property annual costs percentage;

For supar asset add supar conts made to totals to this polnt ;

Add any regular savings arnounts {o expenses array,

[ From total Investment assets calculate ‘admin fees' according to thresholds and rates entered

FIGURE 15
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Level 5 - Liabilities - year 1 procassing

!

For aach liabillty, as long as it hasn't been consolidated {for debtstrat=Min and Max the heme loan and the
personal loan are consolidated - provislon has been made for others to be includad later) :

' .

Calculate end of year balance - for Hf eoy bal<0 Then adjust
Interest only (all investment loans) paymsant amount back ta

Calculate annual - balance Is unchanged, for P& what would have bean
payment amount joans payments are monthiy in necassary to zero itand
using [nstaiment arrears. Eoy bal Is start maks batance zero. Not

amount and bal*{1+intarestrate) loss paymants nesded at present as

fFraquency, adjustad for interest as detailed payments calod on
here Intagral terms.
|

h 4

to tax deductions for the year.

Calgc Interast part of payment {payments lass reduction [ balance) and add tax deductible percentage of tha1

Add paymants o expenses total

Level § - Insurance needs - year 1 processing

‘ :

Calculate a notional after tax eaming rate for insurance needs calcs for valuing future income streams.
Currently this uses tha defaul Investment growth, Income and franking and a tax rate of 46.5%

a4

X
Calc today's value Calculate cover required Caicuiate total life cover neaded as ;
of cliant sglaly for | for debts a3 the amounts covneeded=income cover plus debt| -
projterm Increasing of private dabts plus cover less investment equity.

at ¢cpi and valued at

rate described of three years' interest investments plus investment
above. Cali thls . payments {in advance) properties plus cash lass
income cover. for tha Investment loans Invastment ioans)

3t today's value, at val rate,

{Investmant aquity Is super plus

J

h 4

Calculate a premlum for this cover using a standard set of lifa age based Hfe tables assuming non smoker,

standard Iife status and applying volume discounts where applicable.

Add premiums to expenses total

FIGURE 16
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Levels 2 and 3 - Dostrategies and 'doaccstrat’

Tha task :
Cycle through the saven core strategies for a given set of sub strategies and store
the results for each of the seven
Wo have:
Data and a setting for each of the sub strategles

'Dostrategies’ :

For esach core stratagy :
Clear the pravious resulis
'Doaccstrat’
Store resuits

‘Doaccstrat”

Calculate total of private loans

if age is over 55 and TTRIS set {o'on'use the

specified percantage of cllent superannuation

balance to purchase a Transition to Retirement
income stream.

Call level 4 - main projection process

FIGURE 17
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Usor controlied dets entersd through blua bar, starad in 'driver table

for latar use In buflding the Intarface file for rasuis generation
Core sgrategy - Investment
With switch batween after no
Cota stratagy Cash' borrowing, inataiment
\ : harrowing and Ivr bomowin
Core strategy - Supsr :
Sub strategles (tls) With switch b:tevean after tax Core sirategy Diract proparty
and salary sacrifice / :
12:36:45
M o ] |
decimal / \/
\ I O T PO THE: , M ‘_ ‘l |
u i = o2 —
i commiond Covoni ) S Lot b
A Hona p Praperty Rrategy
Adjustments Portio Casieas Dxamma oot ta i Wy e
e oy i firw ot iyl ol sdt
C ) Yo e oo ad an el mart
it ”'“ 1 Invarmant Az i
::E:"::j l ﬂmhln;m-'. I=|I'l
T - SO ™
-—::l-u ‘.u;“
£1] » w0 o
mamed| cmmmnr sz
_ neETR \ R (Y wlitrm (e T
e Y 3 N e
Controls for assumptions.
Defauits from usar profile
and product [;l:roﬁles ag wall
as defaull economic
assumptions In reference
database
Resuits for channels
refriaved from 'StrategyPool’
data table

‘Driver - intarface - table - all
user changes storgd here

/

generata results for
stratt_agies

sing data from intarface file,

" Build interface file IK\#

FIGURE 18
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The ‘Blue Bar’ - for data entry

Core stra - Investment
W e e
ng, instalmsa
Core strategy Cash -borrowing agnd v borrowlﬁg

Wi h I % :
Sub strategles {tilts} t asn\; tsc;}w weer, an acgar {ax Core strategy Direct property

121845

o [ dochmlcu.|

_decimal

eary L1 mvwritn, slaring rt, your
e oty e o bae o] erermad
cairsald,

apirn cash ard an agal presink
hlwmimﬂlhm
Inrsthark Azt

ﬂmm-m B e
Ievvmrivant s ikt 5230 2 your

Controls for assumptions

Channals - for different vie
of resuils

Viaw options -~ ?g hlhl
results, see @ b
produce as pd

FIGURE 19
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