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Dat a processi ng system supporting decisions to accept

or reject applications for financial accomuodation
wo2@bdossf6 t he 1 nvention The present invention P€l/AU2®S5/001586

to a data processing systemand nethod which utilize
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systems and ﬂﬁ’c‘ﬁ%‘b‘g‘s f?rnﬂ't%é‘aﬁﬁe‘?ﬂmﬁti%‘féﬂ? cont ai ned

herein, the invention is primarily concerned wth
state-or coll ateral -dependent financing arrangenents

(ﬁgg: Ea&lé debt contracts) over real estate assets,

L ta processing systens and net hods
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portfolio manage such nci a rangenen
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as it appears in the Patent Office files or records,

mb‘iﬁtloatlhé@tvwss%}lche@étrlv@é tupitheg dplgmnajmnmwgmrsal estate assets. The
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advent of the process of "securitisation"”, whereby
bundl es of nortgages are packagedntogether and sold on

CdRrichi Neparties, thereby liberating the bal ance

sheet's of banks to engage in a new.round of
Thepdecahifent ccpm:ends Hlathrllagwhi'ﬁh issubgst iort:opymghtl "Ehie appliche as

I, secondar,
cofif s S BE o iR PSSR AR of RS pastiylopwmentan by
entifesd i@ Eppe&kd inAhOPREN B cHBilds Br rd BRRYRticBErivite telRrves all
primary_ nortgage market has, however, been relatively
copyhight gightssyéwerere turn of the 20th century,. gl obal
housi ng finance has been dom nated by either
fixed-rate or variable-rate nortgage instrunents.
Badkgroend Aerr e has been‘sone i nnovation on the periphery:
se produ interest-only contracts,

f th
Th%@ af@aﬁrg?%ﬁ 1Pg’éﬁ%7§’ haétewlveci Weg thedlastv8tyeris ot pxeatipace. This
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finance thei'r home owners Per
whesebg pundles hEmertgsges e ﬁacksa@dﬁ@emlmrhg@gﬂd onitm thmll—pﬂmetsbe

therrrgbrytlgoaegaﬁinsg the balance sheets of banks to engage in a new round of cost-

effective lending. This has in turn led to the development of liquid secondary markets
in mortgage-backed securities that are actively traded by investors all around the

world,

Innovation in the primary mortgage market has, however, been relatively stilted.
Since the turn of the 20™ century, global housing finance has been dominated by
either fixed-rate or variable-rate mortgage instruments. While there has been some

innovation on the periphery of these products (e.g., interest-only contracts, home-
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5 interest rate conpounds or "rolls-up" over tine,

t hereby enabling the consuner to defer the cost of the
wo ovanes7ant il the time that they either di e opCEHalUR005/001586

their property. Under a reverse nortgage, there are

not, therefore, any ongoing interest and princi pa
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suite of proposals to the many (nostly distant) -
arrangenents that have been suggested in both the
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tinme existed various cottage i ndustry sty
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MQi &8 RRbhsch CohtgdhidcRet the dbsiab atrety umrgiﬁmeasmg finance

so-cal | ed "shared-appreciation" nortgages in the
ppssibibities, watbperticuler elghasis plaetdws. allphdReCH EmALSTo draw on the

«howeye e | f

DM Sl B P Py SRR o TR 08 o O e
ISONRIOARIiSvdyere with efficient access to the residential real estate asset-class for
the very first time. This was in effect a vastly more advanced suite of proposals to the
many (mostly distant) arrangements that have béen suggested in both the professional

and academic worlds.
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- threughtout the carise bR geayipies sdiderayale 3

shared the | ong-term econom c exposures to their
owner -occupi ed hones with simlarly | arge nunbers of

we@2a06e108576 | nvest ors. The 2003 Austral i an Pri mePCT/AU2005/001586

M nister's Home Omership Task Force Report (hereafter
"the Report™) outlines nerely the conceptual
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retain 100% of the equity.in their honmes, and are
prevented fromsharing their investnent in the
dent ial, . - : .
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“indivisibility" af t he hoysi ng asset) pl %gue e th
e REE Seqn IGHTLCER 1o tg st P1 MAES4ge AR, AR Spoflespite the ever-
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suggest ed ni.rva of owner:occupation. This. i,od_of
AR TS By fdticoet P OgReaBparegichtto (R ettremely
HEQASSHIBiE s QHQQKa@lyQﬂQheS%M% &oYio B &Inficsons thetsiry/ menifest
choices. In fact, the bul k of young househol ds i n _sone

ripgtedde thy fall-or-
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100%tof tlsapityah emintidnfessatdveire pregeritbé fromrshgangetheirdnvestment in
mai nt ai ni ng. t he hone. ,The;we%g%; of such commtments -
thersgidenial 1721 gyiete assehpith tued-pliedur e Spartan-1i ke
conditions in the early to mddle years - the socal l'ed

“house poor". In later life, nost manage to pay off
Thk Repbwe descaibby sova tds blil-ee-npthingrenkioiet anl leare eigership also

w1 Y REV ThpBR GUED AR C R etk

: t}(reﬁ%}ﬁm ihlééer-@ﬂcl@.' 1thr 29EmPR R fam 116 Yerdh Blet6 Weraps ogbther
ut cas

rich, b poor". Indeed, a significant proportion
farfdstibren oo phyyment poitat they loan pradease Tromothe diffggltics of rental

oA DB R SRR RSB e

sReRObitePERQs A ohfidéraBRRbLATRGNRN ¥ gieza ngEebiely canstrains

be augnented by i . .
lifestyle choices. In fact, the bulk of young households in some countries are obliged
to commit around 70% of all their wealth to one highly illiquid and very volatile asset
- residential real estate. Then there are the costs associated with servicing the

mortgage and maintaining the home. The weight of such commitments frequently

* forces families to endure Spartan-like conditions in the early to middle years - the so-
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a nore flexible systemthat would furnish famlies
wWith the option of using both "debt" and synthetic
w0 e@i103s76 f i nance when purchasi ng their properpPCBAD2005/001586
Under the Report's proposal, housing would be financed
by using a traditional: nDrtgage in conbination with
Ml t contribute
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"equity finance" arrangenents could give rise to,
anongst other things: a 30%plus reduction in the
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Y EmBhs %Féé'cfaYedf\b{Plﬁam §¥§3i¥i (gfstég %ﬁc}e"i’lgﬁf’%ﬁgper’ty over

equi tyrel ease nmec
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many aged i ndividuals to sel ect between two starkly
cefispigy’ e disppablesincatheynasi théyemove o theinthomgdas areseléptthe

f ile
o8 O SLRS RBRE 5o T AR AR e
szh@mrg sizelof (f)r treadificnal alogtghdte aied ABRARKAL McWaeSinlile B@lslehdla’

ir current abode, noving to a snmaller one, and

h@lag o8l plrsiERmRRns Finge they ap lwisshhays te Hedicatamosheldheir savings
odtﬁg 'oﬁl%pwjgé/ 1lf1ﬁlﬁd ah§ %a'c&smie%atﬂm‘?%%skétvﬁnd I«S] %l?egé/azg H;g9€

|rrp|ed [atter optio cour
housphadd a’l’rglnttonlca haveebden @Bomh@rt of thetrhaked ge Rjapm‘t maintains that

consuppti.o ects, The Report notes that
the s¢ 9€? 7 dislan %‘%ﬁd?ﬁ? W%@fﬁh&ﬂ@?&ﬁ%%ﬁam&fle&oﬁwm
menbers of the financial community. In fact, there

have been several attenpts to provide hone owners with
The Reprirtileo tlainpuight thhuehoftdeity faandeivied ditensties¢ & bafhedqhity-

Sk R B Sk TIESE LneLidl, Rioduet s, quch
inGRAEn LI UArcY pkcﬁféﬂt%n NAhM SRR NGBl A 68058 erSE MWEtBages.
TlllenReport posits that it is an unfortunate fact that the illiquidity of housing equity
obliges many aged indi“viduals to select between two starkly different paths. They
either: (1) continue to teeter on the precipice of poverty, while retaining the right to
occupy the home that they have cherished for so long; or (2), alleviate these monetary
woes by selling their current abode, moving to a smaller one, and possibly
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reverse nortgages, the success of these offerings has
been a sl ow paced affair, to say the |east. The

woregoonoisye of ol der dwel l ers spent their nm ddl ePgEADS005/001586

constrained by the creditor's | eash, and they are
under standably reluctant to burden thensel ves with any
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°§§%§9€1°5¥°e‘aadérf{9t"‘ff’o"19zi‘l smaliephome, sice g ysualy rspuinaihem tg move
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ever-grow ng | oan anount will eventual | oon out
thowrmneaepiadhome When assgssingsthe tespiwsps a\hidﬂlés fortuserimnjer life.
subjecting themto the spectre of little, or even
negative, equity. Another inportant advantage afforded

Iy gletcuf Iﬂﬁeya‘tfdvl ahe Repﬁrt bi@ey tibtidblegs 1ikWoaPBCRatS8r slingi@ating the
the | s by sharing a proportion of the

« sup
Hohrg ’é’éy Ci’fﬁ; 5 ng st fiics by gfay i sharingthp pquty entitlements
wigChirSadies) e @uf@&&nf%catnéuﬁregmgf %6%?150 1H&§?&V@“<?Jr® own

one house, ‘situated on one street I’ ng one
odéupéars.ilonpnivast to mbhy of the aernitess, th@Ra;borasuHmﬁssthat collateral-

e D Gt R R CRARIE AT LA

(I)Vi@PI%Oedt@ﬂx%ﬁl trbRBRvin ga& mk %npmen WoME A HofRYERd IfRuall of the
di versified portfolio of property (and of course,

a@ﬂ@élat@é@n‘éﬁlon@lrsg@ssa@uhcjsdmnotl}mvetoeagmmmtrydlsema} dsbt; and, most

TR NI R e
comukiRts, detk iR, pokdiBle ©oRfingdhcie @ MithAd si gﬁﬁbtﬁw shaBok the equity

when it boons, it is conparatively
in their home. Reverse mortgages on the other hand, would expose these same

borrowers to the risk that the ever-growing loan amount will eventually balloon out to
consume 100% of the value of their homes, thereby subjecting them to the spectre of

little, or even negative, equity.
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hi gh (which is obviously ideal fromthe consuner's

perspective). That is to say, if there is no price
wa@peaeisaé i on, househol ds are not obliged to nBEKBEAENN5/001586

econom c transfers to the lending institution or

i ndi vi dual (or synthetic equity provider) over and

e _th ri.qj t:ajyal hie

L B R
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reverse nortgages), by way of contrast, offer no_ such
Inflbeel bdrinbirtists estinchtathasibe [fidosynohbet fisk afiributablpio areaugle-

fromequity finance rt gage i.le the I )
fayy oS s BBaveR Tr W Bt P Bopd g g vell
di@értsirﬁ%ﬁﬁ;bﬁ%li'o%??hgﬁ%'(%d sRRlrs8Shatige éf¥argdhh@ungldf levielige

| argest asset class on earth, valued at $70 trillion
orily seieesetb apemify dhest hazeedsll one. Since 1960, it has

out perfornmed stocks, bonds and real estate investnent

trusts on a risk-adjusted basis. It is also a highly
TheR&GRP SERh§Fnahf/RSH IR veadegeiad sushiabwhentis housing

provi de prospective participants wth signjficant .
maliketdestingsc Hieicopt of apidal isTow, adile when debogms; Fds cqmpagatively

Jmar ket crash of r i P E
nigh it ARG e ol ARy BiPred AT A £R0 6.
thkRS S 88 prievaiRiedaivnphadehuldsiragoi sbliad to mhkaanynoopaic

and North America, delivered tremendous. price . q
tragsfr et the lodingAngiteiypn qrin lﬁgltlﬁlt@{e ?Ydﬁ%e“& SEW@Y Rigvidgy over an

' ~ [ 8 k@pSying Hdtest on a

o R R B S A pind st
mpsitef mbitgnge einuthasvent thakiherehis prceddpdéaiajioni (skwas diegpsesiy the

con t, O urse,. Lt i.s.currently i.nmossihl .
e ]é/@éasr}r Ié%selécggsal{;eé)egt hp@&ep&@?%o&g%{ftpﬁg{%i s§m§ ot thele risks to
thielJes @ VAl Sihbt RfmE 88 BEW Minehicel (hchidatiErehas@nerghges), by veay of

l'iquid market. While the Report provides an inpressive
cantrestcoffertriconcl flexihdituqud tay Syahriae elsarbpiistingiishey figmyequity
foutI [ ng?s]%t hSe skel etal features of how these

l%arnlcgﬂjéj BEs i ght practically develop, it does not

speci fy the precise contractual solutions to nore

fundament al i ssues, associated wth the economﬁw "

§"¥or

Vil dheangpse forimeesiontistepmpietaH CYOULHFRACECP bejpteg g !
R?ﬁ%{;{ﬁlaﬁreapgs%eﬁ%% fah}/thg ‘M}géé@%sét MhQ opeatth tnlsdda $TO

ones, the refinhancing of the traditional
trilidremakyelopat ¢auyirivs miapagBined t360nHiheh outperferned siecks, bonds

ongh gt PRemeR st e Srieubier it BEaage iy
« GRbirBh L nve SRRFEGHEIN YwhiNcdUIe pRR TR WTBIpebtictepficipints

equity finance l'edger (i.e., setting aside the capital
with slgat fcaohdiv ¢reifigetsor gaing. be exprsicned ofghe stoplempEsh Frashes @f

TN T I T MR T
loﬁég?‘?‘x’@ﬁﬁﬁ:@ﬁe@%lﬁﬁ{g ianus(rglig Eurdperand Mt Auneriper dbivgred
tremendous price appreciation. And so, if institutions could spread their eggs among a
greater number of baskets, they would be able to appreciably increase (decrease)
ﬁortfo,lio returns (risk) while holding risk (returns) constant. Of course, it is currently
impossible to, access real estate’s risk-return profile in a well-diversified fashion or to

trade home equity on a liquid market.
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finance instrunments to the detrinment of the | ender)

and "noral hazard" (e.g., borrowers who do not seek to
woreooe/1v3ses t he val ue of their properties, or enpayav2i95/001586

behavi our that detracts fromits future sale

proceeds). The Report is also silent on the critical

logi 3 : : the | r .
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j nt reb a

e3PPP T oL EREHY GhR Pret o GBI TSN OB i BdspRRas]
e SR MR B N B b Yatib RS contagt inluding
fey/stappds, paapdymentinodongieas whatwanhe daysinrth&inhomss, the

| enders, .underwiters and/or funders of these equjt
reRRR of ik Pt St ng BPHEiee Dt YBihirs o be bundied,

£16 bR&By infRhEClenoBRIHS tdlthe HREEH & ,
aand rranlgge t hen%ver al | po?léopglltﬂ?os %eﬁ%%ﬁl?ééﬁbnt hg%t ‘g‘}dgﬂymg

cpllatersll Gomsequentiyainibe basimmet sidoofthe equity, financoledger (.e.,

| e ,a,successful and.self-pe t uat i ng | nteract,ipon
SFRR A8 A8 R SRR St S Byt B R Bttt b R th gt
ptdvi@nesnprelidtive ptb¥sarB BY todWesd cild sHnfiRsh@BPIRye crucial
conmer ci al, probl ens highlighted above have noti vat ed

PEahderpy essegieted avidl ‘agverpe seleclipet (- thahwaropsenwho prephie thepfequity
' ( ' I «that, hav ried
Tl UL B8 P BLRGRATIRE L LR 5.
berrowens wWhondone® seeld ol idxivése dlie Tdhee GabsMepRPEitRRRR engage in
eport.In 1987, the US Con?r ess created the Hone
bERAYIQY thad detercts BamnisihyaywIq proexede) TheRaperhiselso silent on the

RIS HAAbERA SR WMR! oraBR hBkhalRke BOHIR Fadiibnal
to: (1) facilitate the conversion o one equity 1nto
int¢rgsti b arisg etostgege arslate tquetynfamdse mftrahetend wvdidwenflicts of

.owners; (2). encourage and increase participation of
H&?{S&%Plt%éébé’ ‘H%F%Cétag"%n%g?%‘fsg"pr ocess; and (3),
determ ne the extent of demand for hone equity

conversi-on and the tyggs of nortgages that woul d best
Osdhe/eapitabmadksissrait, the Rdporhanagi agaial sketchysduit thethosdbgire of

| . | ‘
TN M N
techieolbgies thaethe detEbuies, 1pAJenE; ih8erwiriies andtinfunOérs d€tHese equity

tied to the nortgage rises over tinme. This debt is k
fipgice coprrtsRUStASE B eHEr oddantida srisan.Rlget saeuyitisn: and sgryise

sih abH%s ?ﬁ\ﬂr}ah tHBYvar&l %&Tﬁﬁogg%cg %ﬁ?ﬁiﬂ? %Q gla%@ &h an

personal assets cannot be selz al'ue 1s not
orggoirfg ldsesrihrongh piaye, of frdertie ehatde a s@cegpifiant yeldpeipetiating

. ngress tp insure 2,500 reverse rtgages through

m?%ﬂ%ﬁ)& SR o eAnSRE IURSt RS HIes Of ASARITRGPaned " Kein
Devel opnent ("HUD') designed the denonstration program
in consultation with other federal agencies and

Thewpreyrehesriss intractahlegomineatialRublleins hihlighttd 8boveTinye

mdffhed B2 pres BRI ERE L ended the

There have been a number of private and public sector programmes that have tried to
implement arrangements somewhat similar to the equity finance initiative of the

abovementioned Report.
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denonstration through to 1995 and expanded HUD.'s
authority to insure 25,000 nortgages. It subsequently

w@pwadess7¢ he program again to authori se HUD t oPCTYAUR@®S/001586

up to 50,000 nortgages through to Septenber 30, 2000.

And in Cctober 1998, Congress increased the nunber of
ﬁ“HW{PlISQJSO . 2\, 00. Yet, ., ar ¢ 39
e P R ried Be Rl i sl yialass HECMY)
IsvenseDenongyates Prégrah ualiérakcNafiehal Hodshg ARt &E CBIacilitte

he risks aglt]:i retur.ns asisocci ated with the under]yi nlgl
@F&B%Yefi}(-’%? QratF LRt assete iumest the neede ef elderly home

bWSdrE YD PSS urake i t LR i

sha rre g 25 ap ptrlrélg [ g%l(im glﬁ l‘ésn%f? 13’8‘28%%&(“&%"%%@%% i

prevesk:od d3), detemsimoriseextent bfi dethmfd fat homaeyuipr @mserse and the
t.he 1970s, e the nearest that

; e
FRB T feAge e BPela Bserao fisds Abrecd Aetdoay eler e
HBChaPRpaim deReRARMte Gtitrd Yould ARBGE amér&arﬁgitga&ﬁsg%ured by

t echni ques di scl'osed herein. Wen the gener
thepeuityrindleair residence. As the barmsvier esvdivien paymentofthd arheme sf debt

BT St ol SRR B R RO TERER: B e dricacon
tidti dngy the Wl i @QUBLIIEY indy BEvE aNeb11aReal! 87 otMed ﬂéﬁsoﬁﬁl assets

out standi ng. debt. A SAM reduces the extent of this

RRReitbe spiged Hakis valupys eatapfficingt tospayoff hegean. | ower rat es
of tinme-dependentinterest today in exchange for
I nvestors receiving a coll ateral -dependent share of
Qfignalhf dwsitarised bpdloagrtss OhERSR,S00 rdvaise nadritaged thRRgaith g
éﬁn tfhe %ure. The SAMs offered in the US were .
BlebEy L4/ Lkt phidpiesine amyl Uibay Developpent (HUD”)
R L L BB R i O BB Eoncies and
gpementedutwith a Ryeal Rudainaliulypto89 e Theenkxih gerseGohgissswixtended the

% per .annum i.nferest rate ¢o ion in return a
EERBRRgBRTE e RS adPornERLELEEs AReatopPiaiter Siad.
Mt gésCW sabsquemBl ArkTRIBH SheWRb B aihghRGh abBSHEMHUMoAAE e up

because of their nebul ous tax treatnent. The prinmary

torah8@ moggagas dhroreh tsr Samtanhgs A0, 20000Asd in Qetoberab®98ndongress

- ' : I thi eens to have
RS G g B B ARAGEe AR g B0 Tnon the
prickly subject of whether a SAMentitles househol ders

%eg m)rtga e j.nterest deductions. In the end, in 1983
for ressOpppQiting! RrevRRiKkaTch BlieTeDsRuiRE reverse moTigagass—which

i8I RE Rnlifend AdREsto kAT sKR Qﬁcﬁ]¥e&1ﬂﬁssi§'\s/léﬁgteg N0 LhAGE e
i nterest paynments on a specific product were
prapdeEd-arayery dofiferentsb equityfmance nstrgmens. del i berat el y
narrow, and as a further sign of inertia, the IRS has
tw ce since announced that it would not issue any

I hdiUs £86 |staUeA R i Bk HASIANarbl €Sl 8 dn” rﬁ@’?a‘ges (“SAMSs™)
recently in 1996. The consequences of the IR S

wete develgped BvrgsrRRse trethe inflationargpMsswes expesenaedrduppl ¢he

o) t housi n rket to this day, There ...
U RSN BB, FERE B SR TG e
collateral-dependent equity finance mortgage techniques disclosed herein. When the
general price level rises, there is a front-end loading of interest payments in standard
mortgage instruments. That is, inflation causes nominal rates of interest to rise while
simultaneously driving down the real value of outstanding debt. A SAM reduces the

extent of this front-end loading by enabling users to pay lower rafes of time-dependent
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and researched attenpt to launch just such an
instrument, with the National Conmerce Bank Services

w@ 26B®sye of Menphis offering to acquire contrBCT/AURI06KV1586

| ocal issuers in the Southeastern states, and Bear
Stearns undertaking to sell the securitised bonds. Yet

x?t@r%st% aﬁ)’}i teEx) gg"'f(;rn AW AODRL g o (OIBALALE éﬁde tﬂsh@re of the
arge p ecatise of ongol ng questions a

iflatioadndifced herdaRSin the valuk oShewsing ih e fuaure f est

anbi guity, consider the advice NCBS offered to

potential clients. "The application of the feder al

ThEGATEs b@eted ULwere Ml ely Bt Rl 1R :
com%]lscatee @ g %?‘é’ reu eé le BPH ?Jeac borragsvigr ‘

duiafibe), emd tgmblﬂocb sizehblegduys myntlﬂrelsrLMynwutskwﬂoa yahstantialsharing

B ol Do MR B LA g
i#80Q a8 dbhdRf ok AMeRIR 88 4 RtihSink OMNIn DN SROK }ﬁ@i‘é’éﬁ prlce

anot her shared-appreciation type product, develope
gmwth néérglfe wseddiostruments weteein Sac iduedd int pareb@@p‘@mfémlr

t. el Th duy
oo R PR me pARRp AR by pThHBE Ui BT
aﬁﬂﬁreﬂ@ﬁ theavieiaate. RbghdtabRethid¥ebsls BBAveRbIvted Y Atidi@akvhen
The HAL woul d have many characteristics of a reverse

caieflite syje upoihe @xighkdyl subjeat fovhetvas e Séd\d leatitlepdiouseholdessnie
oRERESHRGA 4 LR ST ' O OISR it

reTllnﬁantlerpﬁsomie méade bbivgah tierlineeLthek taeh thedikedand amhigbnt interest
accrued ‘interest and a pr.edeterm

b d,
PRIy aoegﬁ%r%mrpw sAeindtne 8% PR RBELeg o bl sgas

~délfb%ﬁlt€9 Mgw Hérdm f‘]ﬁ&%'tﬁ& ﬁ%}ﬂﬂ%&g sifgt ween

Fi nanc Free oma each borrower . e greater the
alp@unmdtthqet wohld roarsger artyreelditivanl deiterminaons ex theplubject, fmost
f‘\ﬁ&g 3?8{5 s hone was val ued at $150, 000 when the HAL
and the hone was sold five years later for $
180, 000, the borrower woul d have to pay Fi nanci al
Freedom a percentage of the $30,000 gain fromthe sale
Tl cansequigaers. of thsIReY's @uﬁélqﬁrt@wrd@ ihegdasaic AN isentipusde gipple

SRR PR o SRS W0 et
fupdedemid rebealnerg aBEz@phteﬂSunchhﬁﬁ sticherihdtyumendniet the National

enpl o | ocal governments, and not-for-profit
eSOV RBE I FEMEH B G RpB I &GaBHP GAntTacts from

109519 ‘éltssin ?}Qe SB%WeaQtE Ed, GAd Ee%farﬁ%ﬁ?d%ﬁh%ﬁg RosS] g

rom Ho unty, Maryland to San D ego,
secalhmsfedrbnndxs YEhﬁEqarcM nag Whgmmradarhbgt imanediately, io @rmngn part

e DR BRGBCTiag: PP SATBE AT WBARS: O 1 RREE Shoganifes

arhnguﬁy@ REARJSURPLBIBNNE BiStoffedsiidl doentifl diRRgtsf or m of a
secon nortgage or, I n one case, a coowner shi p

agreenent (wth respect to the |atter, see also US
« for I 0 rt,gage. .. .
e Th B s PR R 5 R na
cobylicaRl! ahd tB®rules will affect each borrower differently. Accordingly, you

must talk to your tax advisor about the consequences of borrowing under a SAM.”

The Reverse Mortgage Advisor Volume 3.2 (Spring 2000) edition contained the
following statement about another, shared-appreciation type product, developed by
Financial Freedom, with the standard time-dependent interest element, “The new
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equity source provides 20 to 25% of the purchase price
(in one programme this percentage has risen to 50% in

wexeeansges for a simlar share of the appreci at PONAHR005/001586

poi nt of sale. The remainder of the acquisition costs
are financed by a small down paynent and a

ROdNCERhIIQNAE hbine Sppriatie@ian ¢FHAD Y, Q; stif%nabr dR8lopaREAL and
val ue. These initiatives have usually been | npl enent ed

raay kg wivelledinthe &uﬁlmgﬁ@eofﬁh@ geamirbe Wetld have many

rate in
chgfﬁlfztteﬁstn% g 8 ﬁgvelr d%g%ag Efso' 'rte%gxﬁg i S?g’rr%efr cyglél ta%ectalﬁ l?aél
p@odeea@as(at lagpl stibd, @hd tHe 19dH WhU1HS't BB to Pk @aai @kt aRPBETower
unlver5|t|es in_conparatively expenS|ve mar ket s such

digs omseNathe hompTEhesiensmennd obligation avoul Resihs lqap agrount borrowed,
I
pﬁﬁvag&glgg %ng%{%a aglﬁ% reédert r{nﬁlelagﬂterc%ﬂtragé %‘jl‘?‘aé@ %fg ﬁlgﬁgglgg?{)rematlon
dorihy tte 1bavpdrivay saivt xﬁommnmuwfeﬂ apfrenebttwedndlihanidi de.

They do not. appear to be shaped in a way that can
Fagedpmcandspethbotressit T at@%t%eaﬁf%ﬁagq,éhe laggess s lean size. For

e&ﬁﬂ 18N 3 bodrbwhPE SfﬂE altlE® LY S8R96 vikh ¢ MﬁLr\!v%em&%éand |

rns that mou enough’ to appeal 'to outsi
therﬁmm wrssodd)five yeepa tattarefms"ﬂ 186,006 tha thlﬂ'HWblyWOIdd é\hvetoqmy

em' for givin i an-.makij.n ts,
FRR i Grep Bin funercaipeF o 08 s SG0F R WS dnls Bisharge As of
tlﬁer;brfcﬁlty Rate f@)? tlﬁﬂﬁE&ﬁ aﬁ)ﬁlczﬁldﬁ' HRE haB Beéd No b&ﬂﬁ%k‘f@ﬁﬁuérﬂof the
residential real estate; and (2), the existing

ppnogechprdiect &y Fieanc ishBreedem curitsmarasd dtohmen Babthers.
structure, with different paraneters on everything
fromduration, to repaynent fornulas, to the | ega

- Madre tsdetitl ©.baf¥Berd, c1oRM) CRaEgoveRBSetS Bh@hbisoppYEitNOt

spurred the energence of a tradable financia

orgegispiigRsave &ﬂvﬁ%ﬁdtspareﬁ APRIESPHRN RIQARGty In MARCOL ANgTieR’s most
e%lvg %oazll?ﬁ‘ glggié%e Sk %%%mt&@gﬁb g&g@ﬂ@f&’s @%g?,sgﬁﬁomm.

sperat
Thexde- domraqjs génetallyr}@aa bsatommon klehteat: Sateadrodnd AAdaeiaging the

Ar ea ed a product known -as.th
R AR e e PGS Sk POLOR0s g Ashome
s SR it, déﬁlal'l}kﬁ"l thé ?orﬁle(ﬁfassec%ﬁbﬁga%e 3k, tlﬁ A&t 8ske, a co-

consi derabl e i'nvestnment from banks, devel opment firns,
O‘afn@erlpraereement/Gmél wsicict foghe tatiat, seaqdpt Uldhatent Ne. 5,983,206 for

ov pent f undi nvest or ohtain a gy t.
PR R R L itk LY R Tng S BbOrlsr Y iy an
eq\fhtyt‘dmtcﬁ prévadesrciod YUeE thy ptlaBade @giat (i8WnB@Fdgrarfifewhit h

a third nortgag ge. The second and third m)rtgages each
PageRinselipgyisen i) e hinschange &or arshiler shaent tgpnrseiationat

blﬂf’ ELIE The PdmARY: o@ﬁ{eﬁq é\[ﬁgltl g}}égﬁg g{a gﬁﬁ \A%etdrlﬁl ahsem?]l%) %%wn

governnrent agency get

poymett asedh konvelngomd dpstmigrtgapé of TetookSeAIpt #ie hohmawalueot
sold after 14 years, they are required to refinance
and buy out the investors if they can afford to do so.

Tf@aﬁq fihGARHaYe ué’i‘%ﬁg/‘/ %ﬁnﬂﬂ&ﬁ&t&@a@éﬁx@?ﬁﬂgmﬂfm&s@%rogrammes

y recei ves e appreciatio
toeteplpp topv-pambdernt incimefzmibedor (avestplaykr- Byimnsbreg ocwntes to hgsist

er%ra. g%s%qlg{ﬁg%% Ut | Zt?ls Lﬁqego Wfﬁ[%p gﬁggl p%eva? rnlt gr%%nglg valgrsmes n
comparatively expensive markets such as Harvard, MIT, Stanford and the University
of Colorado). As such, it is not surprising that most have operated on a small scale, |
prbducing at best.only a few thousand financing arrangements nationwide. They do
not appear to be shaped in a way that can attract significant private capital for two
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has proved to be extrenely popular with residents.
I ndeed, all of these CASA programmes have experienced

walewsanassthat has been nuch greater than the ave€T/abk@s/001586

supply. In Howard County, for instance, a recent
financing round for nine buyers attracted 347 ,
[ S5 r r,eason demand has exceede .
ORRIPRRRL T BR bt 3R R RA R TR by R TEREPRG i
enooglpt appadllty ohideunedstors-LquTH Retndrs/@SHet hoidtallyt8ceive any
flexibi.lity afforded, by public funding. But thé fact

RIRR{UnR {08 21Yipg upAwsadesisingr mpking sighial nausioghey 1steipngny rental
iat -t her. ' e potential for .a .., ..
AR s b1l O EH R TR e R B EEL PR resdentia
realsstaten and (2)pthe tRBtiADprGradas&sio tdishat atemarpeRafual
re o .H.e shar ed- appr eci ati on_nortgage instrunent

nat u

FUCUE PHSALIELeRT RRRDEIPT g veryahing Eam dietinns tq ieparmer

fbhgul SKs | e

S e SEu AR RSO AR e, (5 ISR RERER SFipred the

carpyganey obd fredabdalfiyncen gmmmbmdmhimd;]dityhﬁ headib@e@fityt, hbich
ropert clines. Lenders under these arrangenents '

@%@@Pf@ﬁﬁesﬁ%gwowﬂx gﬁ‘é Qxe\ﬁs@nsﬁryanﬁ@té 80 feperateliseekn

they would be willing to share any of the "risks"

associ ated wi th honme ownership. Put differently, they

In 926, Atsethbey Hahily dfonwisf @ndtrigr-hofis etpahiisti@nin'thp S ardBrancisco

" ide’ collateral -d dent nort or, '
) e DR REL R e 2 FB R e e A Ar g shak

Anfpesciatian [fFORSAY) eshtatt. UdBKOTs pserd) e A SABENU AL Eonsiderable
.actually be forgiven in the event that the price of
é@mt%ﬁnk%\ldiege,loprne@d‘mn@; apd otleer poiv alg shtiiesthatrsopplement

i ) ) 1 -d dent, i.nt erest.
ook 0o Shnfd M50 OKR Bled OB GREN B Gl o
0b# sechad mortggeg eviddnistat badkaiipoisedie ey iith6:@5 ks thadd

i NS sofar as it seeks to limt the

urance service, .i )
SRR 4o 5ORA gad i BORgHRe FsbifaRes 0Phokthe stles pesp, for
toMEl el Bty HivE@neft YeRI% MBAR IR inVitd: Fxnmgoggﬁﬂkﬁt ?‘%‘ﬁgﬂ get their

have one believe that residential real” estate
fyndg beaki when hahemierpvast selsthe mopertye Iff the bviugpicas hivermet sold

oA By B QR P B G e
afferdse HokolSipRifich By, ROER SRS dapdsddaa] tht P8R rebBRBs 40%

%hey cone . to sell their homes. And yet 1n the current
ohiB& aPRigCirtiemdelethy Rautity neHaers coléechéé/%i (myst ¢fawhith ggesgathe
R N A tanl S , 4D re forced to. .. .
PR ARGy PR A R TR b S RERR L RER o v
happmoveg ta bhereemymopnlr ofthtrddédehizvent i on I n accor dance
with a first aspect of the present invention there is
di scl osed a data processing systemto enable an entity

InidGed a8 o tHe80104 Sf %I‘ggfhinﬁh%r}ia%‘ F)@%ri%ﬁ’ce%v(%mﬁa %hat Bad §2h much

time or on a batch Basis app tions from consuners
gregerthartheiavagalile mappdy. dh HomnahGewentfor itistahcd afrecvanfinnging

roi%g& %&r%ir{e%uyfcairsna%{llgciteacl 34370 é:p%ﬁ?a%‘%'s"?‘ iar(?t r(])f ithrl; r\é@siogrgleg)gng ﬁgset
exceeded supply is that most schemes have offered financing on exceptionally
favourable terms as a result of the flexibility afforded by public funding. But the fact
that even the CASA program has galvanised strong demand shows that there exists

the potential for a much larger consumer market than is presently the case.
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used as collateral, with an ultimte objective of said
entity accepting or rejecting those applications ,

W@ a00d/18353¢ em conprising: (i) at | east one dat aPCTYAUR005/001586

terminal in which is input data relating to both the
consuner and the financial acconmpdation applied for,

[0 d1) ofah 6l @6 e RLQS £hE kiAtk- IEpRAGnE ARBRCIIERE Matdd-dgifection

each of said input termnals, and (iii) a data storage
megggedofinerme b confinedeyctisiiglyatopne emsseventsinavigciathd value of

A T R
ahai agt hy sfected u'gn@mi:sah v thehiae of theréhelriytROGhITL enders
e

entity, and desiderata data relating to desired _
wilsr Besenrangrmentd ppraasilyduive pol dopceivitibole situgtipriingahigh they

T e e

diéfpreatighat have nof theapltt oforfefind hauseholdairtt apide aad F@wnside”
re accepted and conpares sald nodified portfolio

teraidepensaniomerdgrcg deia sirints “sautcipngs soxgaed ance
SRR LA oL B R P pven

the evams that theprich ef thefrepeetydelld) &t akkivrsiaifdredeinigde hat faregoing
?&atﬁ grnd s%,i dinitial portfolio data. |In accordance
| THCTORC Ot S pRECEC ANiEREL Gt BEBhTeSPeR HEF EAVRHES Bk s
Mhised QResh n@nﬂ@tﬂé’ﬁoﬁ%a@c&%ﬁﬁétr&%clcfs@%ﬁ EinEsedbles an insurance
referring in real time or on-a batch basis .
sappdd, twoiao asit feaunte bmsithe pecuper’a ekposarciorrgniéngentigs frowhich
i nanci,al ~.acco at i 4n which an a t is ysed a
T P S PR IRt S 150RG T BrpedRiey e
redifaiitial Rl dsbii®isaindAdradibake theshad! atdhd mdielal hbfle bner
both the consuner and said financial acconmpdati on,

level godingropitiha furtberiom thefethgl eovimpletfaet is haha dervdarge
RAGESE MRS W ol SRNDRTLEE, it Sh poe
their horads. padtyboinithe catant hehsidd fughntomasict therapphdthag it shey

" acgepted.to date which col|ectively characterise
CPPﬁ @‘Fyé’&fla ¢

a .

JARTEIL pha!f i §28> ropfl Fapisimg 180 qfypll thygronomic

rARSInferal @& A@lids s 8bALI ng to desired characteristics of
A 1)

said portfolio,” (ii1) amal gamating said input data and
said initial portfolio data to produce a nodified

ortfoli ata representative of said portfolio if
=44 € Oyer e accepted, (iv) conparing said

- Ifehiokdadde Paxhtaffaki RpeAalboathv drésefBinfe iR IEGE & Bsdladed .o AR

(v) accepting said application only if the difference

- PHEeHRhsYSEItoFasblgangntitydatse arangs af deciwien-fulegito evaluate in

r@s’ag?igfegiergg go;%gc?laﬂaﬁslaSBﬁcattilagpfrgllﬂ%ongﬁe% ?oné:n%e_rtﬁ{ovﬁn%ﬂcial
arrangements with a financing entity for financial accommodation in which an asset is
used as collateral, with an ultimate objective of said entity accepting or rejecting those
applications , said system comprising: .

(1) at least one data input terminal in which is input data relating to both the
comsumer and the financial accommodation applied for,

(i)  adata processing means connected with the or each of said input terminals,
and

(iii)  a data storage means connected with said data processing means and
containing both initial portfolio data relating to said applications accepted to date
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data and said initial portfolio data. In accordance
with a third aspect of the present invention there is
waoele@eliassedl a financi al system for sourcing capPCEHAURIWSKV1586
third-parties providers and using that capital for the
pur poses of funding financi al arrangenents in which an
@E@E%ol‘le%tﬂéélg%hglsacféﬂké fiﬁ kal:p %@Q&X naggﬂéeﬁ?{hy,
acconmpdati on to a nu ry o CONSUMEr 5
dﬁhldcmt'c’edﬁtereﬂatmgtto demmdaﬂlamaiedsﬁdsméead dbritvlioanhersiindaid data

erein said financjal .arran nts.are entered into
B Sh reB wni Ran e paid 1R S ST LparkiaNio feGd otidaee o
ieditiad ?5@0]19%@':1‘% Rasefive B?E‘al@g f%ﬁo Pd ?d application were

characteristics sal d col asse

%mﬁmdswnamsaaml mbdifiet petiblo ata Vﬁﬂﬁsald’ldldslchl‘dt@/ data and
[a d d
TN .

dagl eﬁhd%éﬂl ﬁ@dlﬁedl PoRfo0ie HHANS R syMhhh 1R cﬁﬁWcB& %ﬂ?f@éﬂ said .
of the present 1nvention there is disclosed a conputer
Préﬁvéﬁ'i@e@dfﬂaﬁhmﬁlaém@@@b@ daiaf or nai nt a| ning a close

b I
IQQ%’JO% FEDIED BT EPR Nt Bt ERocnuPy g Rl ag

nedthddwfestepeing, f@d&dﬁg 6r ®PRfhf W 16l ﬁrﬁé B8€bn ¥ BhidE Ba§195ppﬁ1catlons
plurality of 1nvestnent characteristics each of ‘

f¥0§n CANSRIBESithy aaﬁn@eﬁﬁg gntiya A fpariat engomynoglaiien swhlehﬁn asset is
uS& 4 C%M%%qns{% P%Q‘P gthgg{e? ore in which is
e acC

mal nt al ne plurality of
(i) nv e stpmtintg iatves dath &rptufstetrﬁﬁlabda@&lledmg% baih thO@Bdnsafner and said
| nveqﬁt nents, .said S%at em conpari ng the val ues i n said

H

R peepmmodaiipns sai defa dnpuk tesmimnal Beipe parinerted ithg daie
prREBdstigdASanks Qo 5@1‘1&‘1 EbRLeR AU a%ftorh%bvrﬁ§£x{§8 nts only

t hose addi ti onal 1 nvestnents aV| ny 1 nvest nent

(ibhar steting irstaid datakiocdge megius both Hieitidi fofrefolbndata bsﬂﬁtwgetn said .
val.ues

et u d, sai, d .act ual
TR
saldhﬁﬁmkll@erttﬂl)‘é re@didesidéatl Read]afing RYLEH chaRt&TRRE 8fsaid

cial systemfor nmintaining a close approximtion
P‘Béff’\ﬁ»@»en an actual pool of investnents and a desired

|
GBP e gp AR R kb S fd ORI RO RS 0o B IRRAdeRT g
mbiifed poetfolmodatarepctatiitaiveasTdaidrpoetfiliot iy saiti bpplR@tib® were

cﬁrow de such financial accommobdation, said system
?Tg an i nvestnment nmandate speci fyl ng target val ues

(1‘5)0r @)nﬁ)ﬂa&' shitd%n&flﬁlaa] &%HBH taﬁ){gﬂ{) G &Ll d?h{)faatgaagxla of

i's stored In a erate
(Véyst mptm smclsa)mle:undnmﬂ)hﬁnhdmﬁﬁemgcabd%m mmb tesidenata data

i ntain ues of sai
an&&%@??@“@?%ﬁ%&f{% &Sé ﬁ?ﬁpgla%?flﬁaef%‘gew%%m defiqegatp
-depo@ld faid inftig pbRHoateSal d system conparing the val ues

in said nmenory bank and said data store, and altering
Intageord#ce geith @Hsrddep@aoﬁﬂsanmemonsmmBn themelsrdisdosgd a financial

SYE;Je V\Bg%ﬁjsrg? rc?}glgagg?t% t%frh?@glr’tgcg gfr:cgva\ s gllgc{ L ert%a‘t: capital for the
purposes of funding financial arrangements in which an asset is used as collateral that
supply financial accommodation to a multiplicity of consumers each of which enters
into one of said financial arrangements, wherein said financial arrangements are
entered into only in respect of selectéd consumers and/or selected collateral assets

based upon one or more characteristics of said collateral assets and/or consumers, and
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val ues. In accordance with a sixth aspect of the
present invention there is disclosed a nethod of

w@ewepoisng, rejecting or referring in real tineCDAUI05801586

batch basis a request for re financing approval from

mort gagors having both a substantially conventiona

baid elieadibitics AE iNRalYdgerihbdady/éd hedifibd B@é}Qir@é based upon

[ nstltc&tal on and a second wholly or parti al ?/

peresseckpigferenase abwid thmrnagtagvéomﬂqrhoﬁsascémtd fi nanci al
or_re .fin ng a

LR hdeOit & Rdtal SRUTRE el By ARG e APBTRg o

mnﬂsutﬂan‘@lmm@h@lmchksyw:nﬁﬁﬁ il a d1be aﬁ)?ﬁﬁumatlon
gro perty, said method conprising the steps (1)
e %fh@gcf%Peolapfdla*teatmwndtaeciemr%poc& of m}oevaleats, gid system

ﬁﬁ'lr% R AP ¥n3hdria % E&%@;\ F%?%l{,lé@aj}oy Qh u?%ht& e lin%%gtment

a re-financing AND
@Erawgsrlstnwmlch eflwhchds state ip a@:m&y Ibgrﬂﬂ@;&dﬂaed by ‘Mfltl Gﬁstelﬁ said

SR G BP B ads Shre it ot eiated Hepeh b pes oy nysald
ﬁlhﬁhﬂf étflﬁ'!/é%ﬁherﬁfch%‘abtgn% crs%fse{f@gét 01 &hﬁv%ﬁh&ﬁk Rald ds%tem

sai d“second nortgage, first an et er m ne
¢earreang diyesuesnal s4ith enedatrp bmﬂmndrsenﬂ dam siadecaﬂdapeemattmg as

curren unt of said _second .nortga

e G PR deg T PR TesyRmeR B JBee Sgatipyal dEyeRges pvine
il adsan @t CBASSleAGHJIBANE feQutahs HifRt& ca bbdRen 4k 'té}@&c\)aﬂﬁ,s and
anount bei ng the product of said first predet erm ned

Pehactil syecand said first nortgage principal, (iv)
t l.at
3baRaaRE il BrRROREes AOpREAN fbRiGR et i Gel i nsaumputer

‘ 13@idﬂn&fn€ﬁd ﬁ/lﬁanﬁl Qfste&ﬁfdi nigRRidc)s Abst ptdtimihiseh Btdedodd

g using, sai d data processing nmeans to

aeﬂﬁaﬁ H%(ﬁstg{?ptfsapﬂﬁgieﬁléﬁfd. neghel nyesimeriptsaisdnvestmprt pool
RIPHLGE REn S eg'raig&ﬂ%s Qﬁcﬁ%%{v%eg' %%gsﬂggr%ga&ﬁ%ﬁgﬁ[}%l

sai d clrrent repaynent anount usin
ap¢@@!@9<éatmg amd ansntity willintg tagtrovsdd silchdljnmmragcommodatlon said

nanci n nt fro sald ase refl unt
S B A R R SR e Sy ety Ty of
iSRRIt BighrBtkigktice BMBSIf ik 15 BIdrIBRG rﬁ&n@ﬂ}l Bhnk fo é@te‘a by said
refinanci ng anount for which approval i s sough F

sygem, sarhiystea Biriheshavinge datesioreinciirigh ssmmamerlrﬁhe actual

ecL of
AL Bl o P R B RPE AR s G APHERERLf g
inleglinteatd, yaié sgneiedompadid the valugdial safd&ﬁérﬁﬁ@ﬂialnﬁ @ndl b4d data
uant of a credit, for hone inprovenments nade to the
q,taaigfaq&rlr}g{hg 0 tqops et cagh said appsymer under said financial

aﬁ%éeﬁ{e‘ﬁ{s&}b ?&Q?@l?ee dibrefEREL BdEen ssa?d ﬂ%‘?m%’s a%%ga{d fhilg

the steps o I nputting In processing
valppar at us i nput dat a conpr|S|ng the princi pal of said

I%ngcirctagﬁﬂ.ge’r gag];qlég?{c’t a%/;gpﬁgtl tiqeo pnreggnt Enrlf%ntt;c?n t e%el'ig Eilsglgsgdr a ;n%thod
of accepting, rejecting or referring in real time or on a batch basis a request for re-
financing approval from mortgagors having both a substantially conventional interest-
bearing mortgage with a first financial institution and a second wholly or partially
collateral-dependent mortgage with a second financial institution, said request for re-
financing approval being made to said second financial institution and both said
mortgdges being secured over the same property, said method comprising the steps of:
(1) inputting into a data input terminal a new value of said proioerty arising from a
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carried out, a second valuation of said honme just
after said inprovenents have been carried out, and a

wo 2eval103526 ue of said hone including said i nproREBRIRL®S/001586

being a sale or deened sal e thereof which concl udes
said nortgage, (ii) instructing said data processing

1%98@ R/Qltuﬂﬁoﬁ {?ﬁ?e%k Caﬂ!i %trg fﬁg?élﬁrggrg&?ﬁes%d ei}gafn%éf Fagﬂlnal being

sectond

afcmhlaftted/fb d @nts pﬂodeésirfg&heana karavhicts connectt®a dataGtirddetmadhs,

&Xer all difference conprising said final valuation
ss Sening larsawcdabaaatoraaﬁ HeRs 4n)mrt1@} Yales of saidt property; ghe

Pl AT SR Pe) S0 I NP

s‘eccmdt preditetnsngingdrcaneipe s 2ad thd‘t@ltzﬁreqm&ﬂl torcakthilazes Ouﬂrént
sai d overal |

ifference i s negativ r zero, and a
- 1ERBGH %@PW&%%}&SP@@%&%@%@HQ wﬁb&ﬁ?weo%ndsfallwercemages

@iPr axeErald @i 86 ﬁx rhéan§?d 1N gL E‘Ibhseqjeﬁﬁﬁ{cﬁ{gﬁ?%@t being

ositive. In accor e wth an el ghth aspect
the prodnet df waid ﬁ"trstqmectmwa)emestage)smﬂsaad fiest hrtgage principal,
gnal

neratin itally encoded | C Si
P Batiddlt Sothainbanrior (oar et stgrt gt saant amognt of
skt ohdahoaigh Ibaéédysaf&hév@Lﬁﬁ@éfquB aﬂai%fakgﬁ&eand fall
whi ch provides that the principal adj usted
P&G@ﬁ@ﬁ%ng same by a first percent age of the |ncrease
nincrease, in,t

({F/f rop er ?V gggd&?q [hrgceis%lélg\%egpf gp cg cugager i %‘cr Pi}mg reg3 inancing amount

befgltd prodhetde paiddedndRédegatitnedpercehidbe hitEsa birednpal
be adjusted by decreasing same by a second percentage

- TERAYIRB ¥eYbase in the event of a decrease in the

(‘yl‘?l u%m % %1'831 afyf e‘ﬂg %%ﬁo %fH forggb{rzﬁz? aé’iﬁ %?#gtég%re?% ﬁcn?%%%ount

| at e
ﬁtolrresm bps reﬁnan(:mg ainropit tol g’lge a fetsmltaﬂlatainpnﬁﬁg asiotgk, and

pparat u n at rising. the principal of said
(Ghol F@C"«Bﬁ it r%quafe ?B@l@e% Ofﬁékféﬁ@éﬁﬁn%mgg%@‘é‘m for
vaRdhppldvat 1S%BQ%]€?§R:§§1thH§§eﬁ§?ésﬁEﬁﬁ refthah @98 oTRE Ker

consisting either of a first value iIndicative of the
Ira@gcggiag@{e mth ﬁ@ﬁp‘aﬂh bepepiopf dlat mmhmdemtmrahm@nsjdmclesad a h

nber redete
BB o el SEOURT EHEEE B Sl nquantum ofa
credi Rl im PRy vdnert b EIRARE moa?@goa i h Rablly 3t patiafly
i d propert bei ng either a sale or an approved

CQ)% tralk femgndsm métgp%ﬁ@ﬁltrwhqd qqnnrﬁgtgrth@ﬁﬁengofs aid data
@pr ocﬁ‘xzﬁl I%Bﬁ?if M?es%ﬁg%gfﬁagé’th? ulada‘:tz?%x%%;sﬂ%n plr @1%?11 of

princi
sesdmnbrugagg keirsmankation of dfe Ipaiequdtiprist to\/@id@ﬁr@v@@rﬁﬂbe&ﬁ@

t he. adj ust ed nci by multiplying said capital
Cad“flffﬂ 8‘11‘! SRy Qéf&?fdorf Pfi%aeg %qm%wﬁfgﬁféé é%ﬁ ana@%@ﬁma@éve been
cArB8PEGE hMEA Fnal(alde)offsHidtdgTe haﬁalhg c1ili 7 ﬁ)@'eﬁixeﬁ]i‘:s‘tb@léxg a sale

processi ng apparatus if sal toggfre mar er I's sai
or deemed sale thereof which concludes said mortgage,

(i)  instructing said data processing apparatus to calculate an improvement
difference comprising the increase of said second valuation relative to said first
valuation, and to calculate an overall difference comprising said final valuation less
said principal, and |
(iif)  further instructing said data processing apparatus to output either one of two of
said digitally encoded electric signals, a first said signal representing a quantum of
zero if said overall difference is negative or zero, and a second said signal
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second value to set said second percentage at zero and
cal cul ate the adjusted principal by nultiplying said

w@e apoiieds7eli fference by said first or said re- SPCT/aE20N01586

percentage, and . . (iv) still further instructing
sai d data processing apparatus to output a digitally

efredatneh 864G oS4 %pfo@%@xﬁ@ﬂﬁfér@&e P& U@%&f{l‘ WPdrence is

sai d adjusted principal. Brief scription o
BP%RY%gs A preferred enbodi ment - of t he present
be d s¢ ribed wth referengce tao the
T AEBR0: Wihian B Rp et e el et Thera s dnelpreday

meﬂrddcuf gafidratiiy 4 @1@9@11}%110@5&%1&(930 ﬁ@galsr%%énhh% e cgﬂntum of

systemFig. 2 1s schematic flow chart o
fp é%‘t‘?dw@rlncséal@émvdwllygepvntlenmgqllamaludapeth nm)mtgagﬂjwhlch

f th f
BRALES M® pEHRRARIER oSS Blamienfub usty & Sruaercemnge of
fHedncrese i the e4femt90f an filc@uis€ iaght vtk th}ﬁ)ﬁ%’ﬂg‘; fgﬁlﬁg}ﬁc

E tance procedures, Fig. 5is a blockd
¥ ﬂ‘%ﬁ?fenaf% 315t llatepdricnpndent meweage rhddwt thedriyipabbsadifisted by

LB AL UL B AR OSSR S A i

s a graph
Téb efalmr: ofithe S0/ sec@Bigahé adole sr:parﬁau}oébm&te@al dependent
ori. natlé(g %’&% securjtisati on of asset - backed
1BRUeAEC SEmethion cquPHBing degdesiof a cormon procedure in

@)he Cigpihttiay 1&@65@?036%@@1 e@ﬂgmi:s 1g%ut]da§dcég\g/1 1sm§%he ¥rincipal of

| ustrat ed sone Ses
Sﬂ¢ﬂﬂw1XﬂKQMﬁﬁﬂﬂ@©ﬂmkuﬂdqmmﬂmMenmﬁygbeﬁﬁma3amﬁnkb@ﬁge

m 10 whi I h
R e B S B 555 R S o

| ddprsted\/pﬂfnﬁlplﬂ-belhgl déte@ansd M%E&da&@ fwlﬁi/\&{esofla]rb L8 ot SO
ro

been able to deal directly with a nortgage er 8
Rigfstarminedray e adrof wise¢ondvelusnndicpitye anelegtiombf emlysyrsipapment

ti.on h,as a.
Y OhoReld R a0E) Al TR AR BB 133 2 Rt ampaproved
Vayptlmabfme$>td}iert5/,s a normal nortgage having a term and

]g)r"ti.m% de en qe]a interest rate (which may be fixed
(B v ASY6 atgpg}gemqg %PPWBVS te pelcweteragwpitalslifference

bRivRRE kiiY ﬁn‘éﬂ’ﬁl\f@ﬁnd stal(;b‘:%‘fr?cllﬁé? an c{t%gg chker:relt ﬁg%ap(i birst

yield, realised on c enti g

valmlg t¢ ealedatotise azcbumﬂmntm;mu Py mﬂqﬂmg gaid c@lﬁltaﬂ lieffgrescel By said

%ﬁ 586 ga ue tf t he rrower's property, (assum ng
sen 8¢ 8F9 ﬁ@%%ﬁmﬂﬁ$ ¥tWt on the nortgage and

(ifipr eﬁirﬂfetzl [rﬁtrb&’tlﬂghﬁld Mﬂﬁr&ess@g%ﬂpﬂ%)g giasgﬁlstoggl% i) gr 15 faid
be bundl ed together, for exanple el ng aSsi gne

segond value to set said second percentage at zero and calculate the adjusted prlnmpal _

by multlplymg said capital difference by said first or said re-set second percentage,

and ‘

(iv)  still further instructing said data processing apparatus to output a digitally

encoded electric signal representing the quantum of said adjusted principal.

Brief Description of the Drawings

A preferred embodiment of the present invention will now be described with
reference to the drawings in which:
F1g 1 is a schematic flow chart of a prior art mortgage origination and
securitisation system,
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unit trust which forns part of a nortgage
securitization system?7, the units of which can then

wbeoosobis7¢ o i nvestors 19. This enabl es the oriBCTAD2005/001586

| ender’' s bal ance-sheet capital 9 to be returned to the

| ender and used as the |ender w shes, but nost ’

typi Gag 12yis taQcREn ARG eRhrbyr thd SssbeRdeling, Relebifod, 96y,

addi tional nortgages. Such conventional nortgages are

sgCUr s #H Qi and; peetfelepaanegemeniysteasef the prefarpdfantmdimerdnd

ear n £ eturns. t hat, are term ned. by | ender-stipul at ed
FE P Bieddbly Rk AR iR Figrs

i nter or floating. As
such Fig laes ad@Rfv Elaetwshish BRIrhHich Yhd Re§Rarke PréRabes ar
quitedifferent fromthe returns realised on the
col | &% Pdp aenkiagromiads compuledsstratvromalkish Hreamethods and
' ' te,assets).
SFEEH: Sftet prftencd AL IAEAL YT SR BRI D ST ar e
mor e Fig. 6liea graphdiffaf repredntdtioe Uhptalp esddded electronic signal.
characteristics of the collateral assets against which
they lend. That is, contenporary |enders do not
Dkslel iR Soiddaei 1 housing finance in order to naxin se
thereturns realised on the properties over which
Thheiiginaton gabesuatistioe lofiassefi-baeked seeuritimepeingemortgages is a
between the i.nterest rate on their_portgage coptracts
C%fﬂaloarpr%%gamﬂ Jecagifal arkers &élfamﬂ it spanatially Wfigirags
séthé bEMSKEY Yroce el BVRRFeA! Yrd AR Barkd Yol SkaRHINRYcIBave a
described as "investors" in the underlying assets that
moaigege ersgindiduatystenl 1¢ which wtlipagrtpoband’ Ofalanise-sheat appitah § and

racts that they.enter into with borr rs.
SRR UAT Ry Borg i o o MESeet Pty toprodiis R st pesn e o
dea dirbalyofvitd @ indsrtdagaBebke P8 Qb @8 tire de1OWiR MROMmaTt¥age
|.enders do not have any ongoi ng exposures to changes

€ 1y . ongo|
ofigingtin st B ofafinencid instiBition Su¢hs akaskt s such as
residential real estate. Another inportant

characteristic of the contenporary housing finance

Imeapécetve io§ withavhdrh ¢hd treves 1 dedlg shotyprayresitlaisdaraimpbol ‘
of, secufitised nortgages,tend taq be essentiaglly

MOSERRFHOIE @ fefmiagd ge “4?‘?9?4%% Gt T igTRp b fixed or

vArVHBRS aRd aREARRY bl &Shé! BESSH sNGofidly. SHshevRP ﬁﬁe Wflue, and

mort gages, and indeed the performnce of those . f
fipansiré retivesor yheld, nealissd anicagyeptiondl endrtgagesdst lendere andeinivesdors

. by | enders, whe ither issuin he fin e, or ,
PSR RE e b et SR S I S oo s mpperty
(ashreni6p EREHAR R OT ildaide dffavfils!theldoagh®s mdtforddicstife Biuhe
say, $250 million worth of standard variabl e hone
lepdéths dur i ng any given nonth, these loans will usually
carry the same interest rate. In this context, the
Commonweal t h Bank of Australia is nore-or-I|ess
Sudhdhbitgrgenbretabld todbedmngdied pdpether, gl examplaioly bhirg hisighed to a

“t.ypes i pst which the nortgages .are i ssued, subject,.
i ML ORES GRS OB SUE AR AR g FYATR /r et which
cdnQhéPbELAd td ﬁ’i%éstor;E e K&y énﬁﬁlH?ﬁle:oEigﬁngf RIG&P ﬁb&lﬁ}ﬁe-spfetty

1 ender are those that inpact o orrower’s abi
capitalkrovecreturiwal torthe lepdér aad dsqlasribe [patlerrveisaasbuitsosd typically

totblg(arggycke%%ril {he ?erndtmlr he Ifdn%' of atcllci]i%lcygal%g ga%gsr. nings

Such conventional mortgages are a form of time-dependent interest-bearing finance
and earn returns that are determined by lender-stipulated interest rates, which may be
fixed or floating. As such, the cash-flows supplied by these contracts are quite
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hi story, future earnings prospects, credit worthiness,
etc. The Commonweal th Bank of Australia nmay
wawsaoisent | y choose to securitise these nort gegpav2006/001586
sell themto investors around the world, who, given
. the honbgenous nature of the instrunents, will be

diffebichf @68 Mhe feﬁ;rh@ﬁafiébﬁtonttﬂéﬁolfa?@%lr 46 PRER {ﬁ%g{ggﬁ%ﬁ gave

agai nst many different types o perties
bep sqsritnddi ¢ B under¥ing prabkstate hisetp Adverdimgtp)cunsothedgage

o S AER AR B matertalsd e e RumBerisipg g e

@llhteReeitbistabsiast wiam thefUsHd. Dhat ROEIneRY o) IHRE do ddte
exi stence of nprtgage insurance protects i|nvestors from

distebytp s hovsiveifmpect injorder tmmemmistetha uéturnsyealised on the

- yin oy rowers _and th sul tant. prospect .0 ‘
AT B R L LR PGB el €t R SRR g the
itk Orateh their bitetoiBs EGR@Ets aNS P dhanBs\@Ntht N8BS NY

affotdablllag crises in many devel oped countries,
PhpcEieseXiated differsptly, sowempprary:lendesp ear ipvno waebedescribgdeas

< i 210 i i d,f € 1
R e e Iy G ol T S RO s PR e
fmasding tortapistthdt thkspaitaSnto atithebkatonirs/ €oyisdfueitig with the
tradit i-gnal tinme-dependent jnterest rate, but rather

CKEAPHER ObHAHBRSTUSH s AEl ekttt fyreplgture postemRAsARINd
-lé'iﬁGrl%tdo\éﬁ)t RAANG : Sl’l'g?ilntggﬁpéfs%kéégo %an&?@in%ﬂ? Edpithl O%les of

col lateral ass . residenti real estat
coilatereLiassete sedhsamredigentialehki astptd. aws rel ating to
co-ownershi p, joint-tenancy, partnership, or joint-
venture by which the lending institution would

AolobiRE WhisathnaMarRea itk ud %Qoh@nﬁo@iﬁ@% ﬁ@%gﬁrﬁﬁa@e iR bs that
equity interest in the borrower's hone. There is an

thentgrdsyratasroargy nsadataool pleseaasitised prosigagasftenchio be essentially
ent : j n Lfic financial .
L ABHBTER el LRENTR RO Eon A FRSELL RS g
sudhsfooliofmnbdsgdges, kad ihdbel Yhethesfofn e tlause prop@daiess hdstnen
on, a perpetual basis by third-parties., One
besing| O@ﬁ%mr)éffrﬁstg%t5|l%?d m@ndq{ﬁ&«%a@ PidHS IfBwethoErense o8| n
tHrSudrBufBa b dMBFIRGY, 'F%féxatﬂm?%) gf_atgg e ofimdi bl Bank of

capital markets that supp arty irnvestors with
Azsicadmswvire ta tistribate, say, 25T mlilésn whrth € stahdard vensblehemie loans

SRR e B B b A S GEBADEERR HIESH L,
coMEA! BB @deRA Waalth HaaR 6F RYsEAALE AbtSor-lebindftd oG e
of which is tied to novenents in the (potentially both

geagpnhig regivas pad dyvelling ynge againgt whidntbie moyigageseot isavesk al

EIRETsoue ey AR B AR B R BBl e bt gy
isewds higed Son@htlthe ) siderBredREse thd &6 pire b8 \thebdriovadr sQibility to service

househol ds around the world to. dramatically cut the
thgprieesat andggmsingt renayraersnAR thehilpan @er Hpic be-etisl neslsRtnes
histy ' d oKy X |
0, 05 ALty BB AT 0 GO B8
Aesttaiaenayopubkoquéatitclioekatosdcvitise didse porighgesemt] sell them to
.1 ncl udi ng intérﬁgt or rental vyield bearing )
investors around the world, who, given the homogenous nature 0f the instruments,
will be indifferent to the fact that they have been originated against many different
types of properties (indeed, no two properties in the pool will be the same) located in
different geographies. This is the case in countries such as Australia, the UK and the
US, where all securitised loans must be “mortgage insured”. The existence of
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conbi nations), where the rate of return realised by
the lending entity is related to the performance of

wo b@ohaissehol d' s property. These creditors nmayP€han2005/001586
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such “equity finance” instruments into a tradeable form, sell them on to secondary
market investors, and, by doing so, potentially permit the development of even more

sophisticated financial claims (e. g. residential real estate derivatives).
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The financial community should therefore view
securitised pools of the aforenentioned equity finance
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The financial community should therefore view securitised pools of the
aforementioned equity finance mortgages in a very positive light. Institutions are
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engi neering these new markets, and bringing together
t he i ndependent consuner andi nvestor constituencies in
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attributable to the fact that that the Overall System
600 can accommpbdate either a one- or two-stage capital
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EFMs into large pools or portfolios, the characteristics of which are aligned with the

preferences of third-party investors who may or may not have supplied the original
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put $ necessar rmne

EiF Msgato)a 1o tHaDhs there held &ci ela$sSdﬂn@$/ ifbestdre /adruid interests (e.g.
assigning portfolio
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ST o P GL B Rl LS Moo bk Sopleghiasgarties, the
oﬁgiﬁﬁl%{/ld@x"(‘@rcﬁ%&eﬁhaﬂci g)(ztehjgi' d) %e?\ﬂel‘éil]ﬁ%yszg%eicr gpaid, and

connection, ‘the TIS 10 cts
rqceqpensed férrsopplyires thiEir if@ntediatiynaerivical | y estimate (via
a series of TIS 100 enbedded al gorithns) the desired
portfolio elements and overall attributes of the

Ittcaki §ebednitéBR9¢ thal 1HRRLarah BumBert MTINTEOMWAHAH S ch the
updat ed as new information is inputted irto the HD 102

reé%ﬁ’é’ﬂsftlp retwepn ghegogsumernng ghfuser inyastorhean horsinveired. ddiis is
o e T
mtaltf;xht;ltp of partied @t f}ﬂc“elahc:ing kige é@ﬁletrelaimghipatheQﬁstﬁbﬁtbﬁmhmh
‘%r‘tkfp 200. ex i ned hereafter, z he ACS 200

rigage @ﬁmkt) e endei oS menosdi(i gethies montepgeedy theproviders
oﬁﬁ@ﬁﬁﬁrﬁnﬁé“ gnmv@%t Eﬁ;‘lhdgl% ta§} gﬁa fel o il dgér T ors. Ina

l'i cation port
pr@ﬁmahmnefr iisisiqoge okely higat me[EF.Mﬁlsmbmmd amlctmmpy be e dsge bank,
tinme t el

t d, ult
PIEGETT S ol KR AR R S
(n3tvitisRibRg tha il RenfIRY} PR ?H%'f‘ BFRO&Sibufors HHENEPYch

sat | sfyl ng the preferences of its end-user Investors.
fupptéonsifora pq—r@slpﬁp BDi The gressht afpicati@ anioipates tloat thesporedikely

ndat es of the Asse :
kS b PR oot B 5% g aed b BirgR REfsenciel
seﬁsﬁd:dsadtrﬁmisﬂ‘rdtm dniigy tHet Hdlds 1B EPNIs GhyHbRRT 6 Y BRidd: €% HrovideR of
TI.D 112 that provide the AV5 500 with its target

they Gpgrcng epiake scthe shest-tear yndervwiterghomihe gndrusdrawtesion @n the
Ve MRGHL 2T S ﬁmﬁ?&}n{erse)‘ ﬁ@lm&%ﬂ%nsdsaﬂ: l%ne terms “lending

institution”, “financing entity”, “synthetic equity provider”, “investor”, “mortgagee”
and “creditor” will therefore be used interchangeably in recognition of the fact that
these parties may be one and the same, or separate entities fulfilling a collective

objective.
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112) . This enables the AM5 500 to process its own

deci sion-rul es and undertake the actions required to
wepenessthat t he i nvestment pool s' actual perfPCTADZ®S/001586

converge as cl osely as possible to the preferences of

the various investors in those pools. 2. The "Asset

th¢ GvatdepamdSytsiee illy20@ gtdtad systemg of the Oeaild Sygr@m 600 and their

nnections with.t 112, the Asset
P51 e b R soesdlos B i ¢ n e acset
War ehouse Dat abase ("AWD' 210), the ACS 200
autormtl cally manages the issuance of EFMs to end-user

bosyhergst nvastimest 8ysiem? bt i on agents (Mbrtgage Mar ket
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i ol | in,thi
resi d‘s ?f ngt?lg%grg re% Or%ﬁ%g)*?ﬁeel pad f%fﬁ%téqr\/(@,gcomes

amﬂtthdwtypes (relgl ﬁagc@moalbﬂ Bropeftiel ob@fmi@neh alld Qcanéﬁls%e g. Sydney
q\ga}hl secgsigt {ltfol o preferences, thereby ultimately

Od e e ) t q)ulgielr]é@gi cgélgtegé éq;sekgfthg;ﬂwe tnygstors woulddike to see
1@%2@@3@4 ﬁtfom)r GhR P Y Pi § rﬁfsﬁ o’chc;J n%oﬁﬁ]a\é%é\égsgﬁvaélce

establ i1 shin npl ex asse 100 Ful

tw’f@éﬂtwm g@‘f@fnage@gf thp HFY] portfolio,iRcluding ppstOpeEdny and forecast
drgae}l ortfolio preferences, which determ ne-in
L ATRREOCCRBOBIE, FICTGRINGRHS: 8F F g3l exiate prlated nature. This

ibRah&ioM) ehiaris BhMiRBRLY C&?ﬁ‘été‘d fh&ough %xg'&n ?s”i@ﬁﬁe)d 13% a cent.ral

accepted or rejected by
eé?@tsv@cgia@haaqiéaeoﬁnmsmm Irdnunajwnd}atabaﬁcéedr HAOR 162)d The 11D

PSS ARTRL RO TS ek GRS b s
d2faznanaparpAsiidilovidiniehACR o d08vet B ent SYSRAPETELS 180 with the

dynamic MM P 201 renuneration system'that opefates to

”fH‘}FSt IFEPSSRRYIP G5 ernins the GBeaised t (e dhrgeh@onBdiopdaracteristics of

SR s P8 B CETMOARLLAD ARAFE 5B s

geagraphaesapropartgtyms egd esnsuimat c}mrz(c‘#driiﬁci)hbsﬁg ah klebirb@it S
e strongest possible potivation to

C?Iglggtéort fhe ’I&Ign]tqlbafg{trgcte qin 19thit Fequires Homsthe 11D 102 to
dpieetiedBNeamatd Q{L4sdrfs BP?ISTi 0 Jrﬂ-l?eddé\%él%?nthms the desired

si mul taneously refining the nan
porfolinelopestsi &mdroe’sm’dr&rf@bu@s pfithie targbtEiN edob é’lhémamncmrn

As f I 20 t t t
o AEolERog g ehBrotites srturd ol Bty i the
TIS’I 60 @mpEEMréﬂ@nltﬁaﬁbﬂn%dfb@%léﬁr@&E%% HRreReR h&tment
ecision-rules and been formally approved,

Daféhiwﬁu( Té} 3 1{ hevhieh frsqompecitd via pireaitinie elactomid BRsfaze tolthe
Ab t VM P at .ha

o EREEPR GO - OST) ANE SRR Ed b5 i TR0p 200 wities
itpsudteiod edtobytddhizc Bpk-iulant compas @’ﬁﬁﬁ%tlﬁ&ﬁ chi@cleifRR &€ EFM

t he un%ly financing arrangenment (in this case,
apé)ﬁcggms wifyipe quagsqqléqoat folp ¢ éaCtCIIStICS of the TID 112 in order to
process those EFM applications in real time and ultimately generate a final EFM pool
that matches the TID 112 attributes to the maximum extent possible, thereby
satisfying the preferences of its end-user investors. One final responsibility of the TIS
100 is to respond to the Investment Mandates (“IM”) of the Asset Management
System (“AMS”) 500, and through data collected from the IID 102 output dynamic
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UCPs 2 11 or an admnistration internmediary on behal f
of the UCPs 2 11. The characteristics of each EFM are

wataeaessia the AWD 210 for the durati on of thePCT/AU2005/001586

war ehouse period (e.g. until such a tinme as all the
reggl red EFMs are sourced, and the final portfolio is
et the TID 012 ket proeide thi AMS 960 WiRGS teﬁrgéilpbﬁkoho

QVi.Si. rocess, the portfolio is securitised
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interfacing with applicants. The EFM application -
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2hEleA®:§S%@1$n@thyb§enWa%OOof a real-time electronic
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d interf |
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D@tabise (cABDECIeY, sl ke B AR W@lo‘ugé‘ﬁgtaﬁi%eQ“A%” 210), the
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i408|automatigally fiapages ﬂmlﬁsglag@sqf lﬁd\ésjiotenkiﬂstemqn,sumens afla its

he current, o
QYRR ARSI BRGEVBIE b MG LR RIS
eerdiod toﬁ satidus Gtatiofand Hivaaiie féedl itk ahARAdFhAERurd decision-rules.
%{ng to-dwel ling rati o, nunber of bedroons, bathroons,

)rule‘sjlﬁlasumhpt fctg@lé‘(lpp]fap@nqtgmoﬁ thedsFle t}glt it sources from

- Bhsihdd létnﬁr l}%%uﬁﬂ%gg er sg &I%%Eh L Pfglg?{?ygﬁ:é g%lglltefralrpssets (in

I anner orat e’ ne I P,
t umﬂ@nresrdenudqxrqtarm) sid the tcumsameB:thﬂba{résl RiatdhOpithin

Y s G D e et o phesen ety <
uﬁtﬁrﬁﬁl‘él}ﬂ g,ssmg Ris@to EFéMl?daHJo'oP@fEms a3t il 5 ctegﬁabéqa t]épc? ~party

subjects this informatiion to a seri es 0
ipNpsR- d hisdadolbesctstabhishing eatnplox wesetiselietios iraas, habeeison Avide -

| Lve th 200_maki
e LS ALl B0 B e mpig e aro R wbisha

deﬂeenmepuﬁ otdlaings &fdesrenadstasliQlyefitdmatbdBasld Povhd@er EFM -
1gpl i cation data successfully progresses through
Fca (- sompumersige arsepisd ontajastadshy tha &M 200 Over and

@&Qrs‘ﬁgl?ﬁset cﬁ%taﬁ‘ﬁpalnﬁ ?rigﬁéntqlﬁ Etag ?e]:eaefér%arrﬁ gr%%étogﬁgles in

series of algorit e app I'ca
C@p@@qtlfonomﬂertmal {ink slectbiit irmedfBs WithttheTD el 2y20DmeKand

ARRHE DS 580 AB5 phPctragenn doname Tbib 20F e
systens eiat bfdatel REALBES Yr%%vedtwg%%@a(g e’cﬁ?Aba%n%d'beaﬁhlevmg its

%%gl icant, property t
pesiatip a@mstweﬁmolap@wtes dnpnaitictiad the AmStm cABBra2R 2Ayhiaiegh

ﬁj%%p . the AV\D%O whi.c is)all i_nfaormation

ating 8 I;ra PRaT4IcRIEY ?W@Hdﬁ déﬁﬁ werx qfdiiavis wifh the

stfk)ﬁ@eﬁ POssibls McipaE b f%ﬁss%@ dhd dRfabts ok WIRVILEH-RY; t he.
UCPs 2 11, such as

preferences stored in the TID 112 while simultaneously refining the MMIPs’ 201

financial incentives in response to their observed performance over time.

As a final task, the AOS 200 interacts with the Underwriting Capital Providers
(“UCPs” 211), and, once an EFM application has progressed through the AOS’200
decision-rules and been formally approved, administers the transfer of capital from
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anmount of underwiting capital, and the share of that
capital that has been drawndown during the EFM

waele@bnoises i on period. 1f, on the other hand, tPer/EBX05/001586
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oftthaf{HiRsed 1).n t he TI D 112 (recall that these are being
conti nuously refined over tinme.as new information is
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feed-forward decision rules to det at actiron
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cifiepbr¥gy Chh spadtiine ﬁectmnncgﬁnmnetéaam m@rf@,cagfor tragually upon

B A T T
- ofithergppiiennt)(e.gt hige, AGTerd 0€kidentiwl Mdess, obEdadsn, liR€me, marital

characteristics of the existing investnent pool in
STRHRS: RSPt BRA. SECHk hiStARYy BrigfeRveRdiRISHRSFicRIfetedu thatcuant or

soRfhiidRr Q%Hing %taltﬁﬂ)u@'s? Sﬁcatlylgp&%ﬁ? é’{?a%e YRtfod (auction or

sophi sticated structuri an
privajsadaid)i lané sizarlendtrt-twellihgvatioangenbastod bedrbotns gnslireoms, etc),

ant VS PPL BTG e ds & St G YPR CRATEA S bl op fnancial
plaih)dodipyi@teStiBiRbeSRip! %‘%gﬁ?xcag&n‘%t St PRI WNeEABE structure,

capltal on a relative t-term internediation
ERM disgybytiendhipenye ate). éﬁhey%(és A0 haspi ieel-tipe ofecirenie someeation

r keted t
wiRes dRo 202 I edeRiill n FRRR T SE bR ERG g rom
thetA0TEYEH, vabjests tHieirdbingitioated saRolof ghtiEMBdAfathic feed-back
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SREMEI >
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ﬁ? tﬁ? | CI Dat abase ("AServD') 302 onto _the

T R U 0Ot BB e AR AOR S0bapme6 e applicaion and
determines, subject to a series of algorithms, the application’s pricing and specific
terms. This information is then relayed back through the AOD 202 to the MMIP 201

that sourced the applicétion in the first place. Once the transaction is settled, the

relevant data pertaining to the applicant, property type, MMIP 201 agent, and the
contract terms are transmitted from the AOD 202 though the AOS 200 to the AWD
' 27
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concurrently collects information fromthe | nvestnent
Mar ket I nformation Providers 501, or "IMPs" (e.qg.

we@einras3is7@and secondary capital market partici pRet/ap2005/001586

such as stock brokers, investnent anal ysts, and other
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intermediation basis) into potentially a multiplicity of investment portfolios that are to
be marketed to third-party investors. Hereafter the procedure by which the ASS 400
evaluates the originated pool of EFMs and determines the final investment pool’s

characteristics will, for ease of description, be referred as the “securitisation” process.
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ar 4% theaYarghause pesipdaar e APt §0zrico thesRVIe hsvd bren
Sesa\ﬂﬁedhn Sidet & BBhapdMWSongoing EFM servicing requirements of both
securitised and non-securitised EFMs. The AServS 300 also interfaces indirectly with
the AOS 200 via the AServD 302 in order assist with the AQS’ 200 management of

the MMIPs’ 201 ongoing remuneration during the life of the EFM loans.
5. The “Asset Management System” 500
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First, the Overall System 600 electronically
i ntegrates on an end-to-end basis the otherw se

w0 n@depessdent nortgage identification, screeni nBCT/AU2005/001586

sel ection, processing, securitisation, servicing and
ongoi ng portfollo managenent system requirenents,
vleploscuriisetien, phd AsseaManagemnedi $ysied (+ANIS”) mﬁaﬁﬁﬂ@m suite of

S e Mg WLt R s
eaa@&ah&@dteh@n@r&*%h@hst&ﬁaﬁdiﬁﬂ feli €Ak #00 E peo%'i‘% @% its
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E)artlcul ar, prior art forms of Interest-bearin
herdRcld 2 fe.g. home | oans) earn returns that are
det er m ned by ti me-dependent interest rates, which are
fixed or floating. As such, the cash-flows supplied by

tfiesextoting dath Sroat 15131<3C2PLJ‘¢/IDGSOQI fibanenhd ftl{eomﬂ e 5&‘ Pole¥sing
on the collateral against which they have

{%Sa I@E {fF daeigiongules.dhe déft P datesatinassamorgst otbyr thngspivhat
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wivgrgieg thapad ée galn wederfto stheulbte derthiyicoBsuases Qbtid AR tIn MdSevent
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505 AT 507 e Flben o Uit ooty iemmc dopmoieint
@sleflfing BSn@a%@sesh%ﬁldt lgbea]ﬁfédoﬁ vl E1eBRE eﬁﬁgsl%gaﬁ frese cﬁ)alffges

rather relies on the future positive a
tbmugb tf;few@w@emlee ABenvh ésop,rwlpe}n gyes effepu ﬁsthe@EQueIhdfchalfges

t. ital e- or
coI ﬁ?i%%/%r hIlngAépen fqﬁe%&%? CRgy ,BYVW?X %faBP?tfﬂnoérltf
Ironsdhghtyén @ckgain @édaﬁﬁn 206h SOk S%; b1 08 hébﬂ%{ge&ﬁo et EFMs
fal most, entjrely indi fferent to the Specift
ehdFigpifisantlt fopgergrerion ef g éhangwasasmrgd ﬁgmaﬂ’swh«vmmaﬂ(etmg the

doBE ik, %ﬁﬁ?ﬁl’aﬂh% 3(1}119 an}%IQd Bﬂgm?ux tfgk? ?g rcg;rj hg%g serves

I Nsuranc e
te He C@tmnaitlofﬂylst &mesof, (mims 500 enagtih gttt A Srv$ BEO to

col | teral self a first-order influence

c ﬂg: Erslﬁﬁﬁ gbttha? arggfor W&pﬁgod of time in order to stimulate a
hedhe ARSI S)meth] AR ath% -
thht ri but abf)?ntlo the rgt at %S%adfa ?%‘geﬁtﬁgm b Bbitht is open

eadqdamigener trenetsaof Eb"fvbrqosmtu)upigrfed mité 1 owér EEB/EhaAMS 500
whereas the i nterest rat es

ARSI SURERS  MIET R LS LSSt dates

oades tooaiaise ﬂ‘ﬁfﬁogﬁg QutRRYPerfBPandOTP gl?é%%essare 'ﬁ%f:ﬂéc‘f’ ﬁé’c%§ , the

Ag\ﬂ viously he Commonweal t h Bank of "Australia may
§5%@ Wélhell%fﬁ@rncailmgnabme@e ch@agqs 16 ABOT IS} 110|0| wmthmdﬂb homnd

I
ek AR M S LRONOBIER Y Ry B A U B R e
cmpmiioaes M Bk malsotiesd btk aiIbl, be mor c- or -| ess

anbi val ent -as to the geographic regions and dwel ling
types agai nst which the nortgages are issued. It may

Fig. 2 provides an overview of the end-to-end applicant-to-investor composite

technological system and processes that lies at the heart of the Overall System 600.

Detailed comments regarding the individual systems 100-500 are relegated to the next

section of the application. Note that while the systems (and their corresponding

processes) are related, each individual system serves a distinct commercial objective
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t hen choose to securitise these nortgages and sel
themto investors all around the world, who, given the

wairdobasisreaat ure of the instruments, wll be i nPCT/ABR@®IN01586

to the fact that every property that serves as
security wll be quite unique in ternms of both its

gedHrua s be indeprndomiaduployted. Ty 5 to 3hy, chereabid?6dysdibdSsed

0 $ i on rth of state-dependent
h%ﬁﬁ ég .E@SSJ%YQQBSCE %?qaer}%h @ﬁﬂ‘}laT eRreRapsBisAL ithe Overall
8ssteh$00p6MLAE aé"ﬁ'd%’hn\ﬁ’éﬁtlteéf‘xﬁ IE) el a)fc}g{efc gLent
expected rates of return. Furt ér nor e, e geographic
regions and dwelling types agal nst whi ch the EFMs are

lu nce on

i h f
e sl B Bt st malhes {6085 o hdermrestopystem 00
tanebef distingultaéd frBRYpIR Bﬁ%&@ag@ bﬁ% H&tlcﬁl d &€ Mtfs@h&?%tems in

residential real estate, I Ch y pertormin a
FVeRbAidierent B@hs-on to ot her property markets overseas,
and hence be of Iimted interest to offshore

investors). Consequently there is a need to identify,

Bicttgbe Ovsrlleyistens 600k ledticnfoall§ ﬁfté@r&t‘és andn BRI-Ed-ld Bhsis the
qgna e EFM 1 i ke assets in a nuch nore sophisticat od
ARG HREPendent maizage tdakfefscaﬁplwereﬁmngm@qghomrpra:retssmg,

gtéglﬁlt%gig% :ggzé/iﬁs\%ﬁ a Wcﬁ%ﬁﬂ%e rqfflﬁ f%é‘&%&&?‘é’f SYREm requirements,
vyskein helpeot arbareplivided ité loptgledtivfitic Bhat\@y n&ftypically

gr n‘{) e whi | e. t he Commonweal th Bank of Australia
CHiE WItB 9aF angtheras acceptable to issue $250 nillion

worth of nortgages in Western Sydney, it is unlikely
that investors in. a $250 million EFM pool would
Seeqyuk theHaaralySgstem686hes beenebscdivedab edabl@tieUdéntification,

ég E‘!f;‘]ft %E@ g égglég’ttﬂﬁnf ang;sg%&ﬁ?gﬁ ofte &hqﬂg ?c%%?xﬁt@ggg glfrgqgements
(Syisg el 61@@ aﬁﬂ@iﬂia@éﬂsde@m&%ltu%@?th‘é?s@idlytﬁskojnd%tﬁfﬂ u];} gfaﬂ? that are

fd am c_feed-back and feed-forward  deci sion-r
‘H%‘ﬂfn@Bﬁa lly defteaendiirqmp that Whlccbfls ERnatet Mmlngjndrlarten@tgmjgect

idsBunBtst B cuﬁ’a&/@ﬁcﬁl ﬁll‘tofg §e eag{ﬂgt ﬂa%%? é Xmggle lgans)

I nvestors.
eqrp refaisiha ard thEemeéIBHiy hmt:-)depd'l\ﬂbnﬂlﬁl@res@f fabdsPWhRS 288 fifdeor

a ed FMs Will be in line with those that
8%‘@‘1 é& B@l 3}? aghrdlows srrplivd dyitase conirstcaraiquitedifirant from
the @ PHAReBIREd BY tﬁell%ll'df%?al%gal 4 w}h&?ﬁ%& ﬁg\%v%e%ﬁ g%cﬁ%&? {lﬁe

i nvest ment port I scusse
residential seal osthie). EBsMvyay ef gonbmstt areEPelrif arcnrﬂﬂﬁmmfc povideghl y

|1 f | 1 at t
BEGRAFIG . (510 BE bl anigloghiste dnb wihe rlimese
uraisseing agde 1R haeNRM uddifasS@lifete dTHeSCogta(ﬁ{ca%hﬁ% the consumer is

conpl i cated than the nethodol ogi es
nqt thedstoreomglusghkéme siependpnti gy indhd cdse bﬁtheqi’nob eAmidifgage

f
mERE} 8GR0 RHB5h Bie AR Epi Mool s eopauwes oghe
propargginajuedioas TRt i§R AP KB BEVEY §6§ 3¥ Eiﬁﬁltal BRLQY $r 861 érﬁl-

dand d¥namc f eed- back and feed forward deci sion-ru
eRFRfleBt o Seerdinght milepyisr mmamrmmtmaanld;semmsﬁtyon

408 40 RSP AER 8Tpd BE IR L AR

arrangenents
assets against which they lend (especially given the existence of mortgage insurance),

this is the primary area of interest for the Overall System 600 (since the attributes of
the collateral asset itself have a first-order influence on the performance of the
financing arrangements).
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future tranches of assets that are added to the pools,

W th the objective of mnimsing the observed
walecdobrosnees bet ween the performance of those PODAB2@AL01586

the preferences of end-user investors. This relies on

|nte rated electronic interfaces between the asset
%@mﬁmc@ybxe@ﬂ of vefpinaligibriahlsrty tftemnaets-depmdemt fmaeacmg

f n.regardin e r mance of
AL REAB B SR R B TR B Rgiohs hbress
theititeredt ra¥s heButitlato B RRGAdLH Rk fgegés%at%lal&fuﬁ Qandard
target portfolio, the selection .o he underl ying

geEeags poglrae bn@ogm:s d&@sqgssedm@gs ¢hesCommonyiealth Bank of
ll’lstaﬁt%léa %8 g@ %1 =@ an Cl n(g%t}ll ﬁ&é@ﬁ trgﬁlﬁ%’ewf“gﬁ‘ p@@pq{aag—rate

martgagee al mfmlmwgrcam%x@mmé SareRGeIRAE SInQhis BfteE e

_ accordance with one enbodi nent of the EFM
dﬂf@am@‘ﬁ% qugrof gl vakbecmprsiardess amtivalentsg e the

the total value
g?ﬁ%? shik @ %?O@gng%?ggtgﬁe(sgaga&gta@nhlgﬂ \Mtqheerlﬁ% agst ¥ i H may
tlpﬂrn}imp&wt)) SOCUIHiSE Hiede moitgams tan&) 8¢l theinno fi@lebiofs 41D&round the

A e e GG B T B b
| |
tli%(l)@bér? prﬁﬁﬁ?%ﬁzgtggﬂvr@?%sﬁs{%cﬁﬂg Wil bL: ghgée t@i}élgrﬂné ﬁle%nﬁﬁ g?%oth jts
saeer aldapiqcanolderpir m:p}a/mcalﬂmractehetmsolﬂ aingragiso $260 million.

he .t ot nt. d
BRSPS rh e ZER v e B Rl WY ihasyeretic apetn
exdH df.vagcS RAT hiveadsy MiffeReit E;kﬂé@fé@ &5}999&%{{&5‘ tﬁfrﬁh@ﬂnoz@ Nile

“might typically occur on the sale of the asset
EeREBERNIQFPLHmS @pé dweliagdyrestganstofhicthide MMsmme nssued i have a

P RHE AR oy AR BB OB 87 et o e
thaathee rqfrestehEclﬁmrbadW:t AQstedlap résedbntiy] refl@ sk d\}h‘i&fmé%/ p&form

t he rl £3] anmount. lent as a fraction of the va
ing V%f tdpeiay toptlsapreperty markgtypvarseas.fand e be w%lgmted

1&6&5&@@6%%0@@ thyeBrs6 r(%;ﬂsécg\re {heg:hg 2 nka &, 15«%&3{1‘2 s%?eesl Slect,
coll ateral asset's’future capital appreciati
sqv;aptlmsermp rad pattfobin nfanhge EEMelikeeasestt ited intuyh hore sophlstlcated
t.a t .the,date_of the discharge of _the total
R Bt iR Ak PIERET B ayior 4 opee gt ddsaceq figmet
utilingOtedinbldhicsWRILE d%éﬂﬁ@ﬁiﬁ&g&lﬂf‘é e Qseettstenéeﬂah gi’cﬁ‘:'ei*bechﬂafugh

the financing.supplied by the creditor, .
tige By Y8y ©f exanghle.svhils tamﬁofrmqmw@akﬂapanlabf Apmaémmghmgard it

t
oseo e /R0 ARy 8 G sRERREE i e Mot Bt B
ulﬁmdlyZhdaﬁ@és&&s ihe$zI0edillien EBM padhivduldaegdty hhving8 their

ltal depreciation of the coll ateral
‘assets ocated in Such a concentrated geographic area as being acceptable.

Fourth (and as a result of point three), the Ovérall System 600 employs an extensive
suite of static and dynamic feed-back and feed-forward decision-rules to control the
distribution of EFMs through time subject to the target portfolio preferences of third-
.party investors. The Overall System’s 600 chief objective is to maximise the
probability that the attributes of the approved pool of EFMs will be in line with those
that desired by the end-user investors (whose wishes are represented by the use of an
“idealised” or target inves_tment portfdlio). As discussed above, since the returns to
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asset as a proportion of the value of that collateral
asset's total capital depreciation. Accordingly, a

wQa 2@6/108FV " cost of capital” woul d indicate the€T/AUR005/001586

every percentage point of finance that the creditor
supplies, it would be entitled to two percentage
PRIEM\Ss f ' reciation and on
per cent Igi ge%%lle rﬁléh{g%ﬁ%{ft? %#C L% ? llﬁh_gplgeé%%%ﬂoua 8?)1?%@%9?6?413"“&1
Motte (i.d casitiential redladkstara)] the S ByivaatIe thesCREES R REdeAlPand
%iaﬁga{.s %ener al case are easily envisaged to those

15 vsthymorgcompligated than deiethednlegienbnwhishgraditional
hAAGOTBR SHidG 3 i ] Q. the capital
appré?ci aﬁ gn?tlg}%eg%;[%gegar}éilgpg?&%g%?%&}ag%si on, Z, on the
underlying collateral asset, and/or arrangenents that

R T T Al R R S A
. : . |
s BB fdGerfE QPRL 1 Bkt gg@'}] LtaB0 914 @grﬁﬂﬁc %e%h%ra?g %nV\cggegg-t

represent the total mc per mance of
fprwvagd deeisionyuleByndvarpcess cottral systarhs trgutématidally hesifyGhe terms

a g ypgﬁéé?so%tgawn%%gﬁé Iaz}/{gxgge?%?prr]lésgg {hg%%lgrgalelis%ics of
iRy eaRAEAT A4cetOThat A QAL YhEPIIN, \(ﬁ{hjﬁgggjfﬁdve of minimitsing

possi bilities that coul d be engi neere hose exper
theokspryed differerces etween thefRMovnatce of twappoah and @ prefdtences

TP P T SR Bl iy LR o e

capital; é?) a 1:3:1 EFM cost of capital; (8)
t Obfhepaplsiaat theyuizements of immstasnend ofher apficahbontrol
R . Of j : . 1) ,any o of
st Patnte e SR EaRt o R ap B P S 8n e
undarkyirdegectslemt] thoteeviesig of dfose avsets elrbagh Minel d proxy.
One crucial inplication of the state-dependent nature
of the EFM s cost of capital is that it can give rise
EkflasQtinl JTI8MCIREe Mpegby the cost of this form of
finance to the borrower over long periods of tine is
either negligible, nil, or negative. For exanple, if
t Vi he borrower's caqll ateral asset has not
1 ér}gtreégé‘gegld%t gfnatnﬁg' FANgINMAE char ge, the borrovier
Thé folllosiimgpisy des@itionte o8 binBR ent A ATP BN e HIRY Was
extended to it by the creditor on the date that the
InfseeTgaRGe with ereembedigentr terii s eredtjenvoifier topronidagonsumers
wit Sk QMRbal PaYerBhiE R 8 20U Dr MR Yhile PR S Geral
assets (e.g. an owner-occupied property) on a zero-interest basis in return for eventual

ndan2gendrt My wan] vadfous aRniody bk it dtode ﬁf@ﬁl’ﬂigg ?égaﬁgi_ngsthg
a L oL

repayment of:

(1) the principal amount lent;

(2) plus rights to a pre-determined share of any capital appréciation on the
collateral asset (e.g. 40%); or

(3) less rights to a pre-determined share of any capital depreciation on the
collateral asset,
where the total amount owing under the EFM is determined on the date of

discharge or repayment , which will be specified in the financing
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finance. If, to take another exanple, the value of the
borrower's coll ateral asset has fallen as at the date

wo@tooditessh@r ge, the creditor may assume sone of P€TYaB2005/001586

capital |osses and reduce the value of the original

| oan anmount as appropriate. This would result in an

ent i r @cimentabue, Midtobighi ©Picaly sdeup Lt
the prior art, V\/nere% t?Ee l\c{y'ost- o?n?iﬁgﬁ%%&%%gﬁggqth%mn
t he borunsndhe elettion Bahaeyeieve: that is, there woul d

be a value transfer fromthe creditor to the borrower.
There is not any current. form of housing finance that
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o frequent eventualities whereby the cost of that
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in tshepé@RA whereby its ctgégt %g?tg%g%%ggi 1%}%\% gag a?ﬁéi‘e é\lﬁ&on’
and Zxlegotep ghej aediton's rightsio ehy fillerecrpithl doprecietidn nHithe shiateral

[ i.tal losses t.he,under| yin roperty). .As
ot P s B PR B Rt SR A i
cost of capital is an inportant nechani smfor
controlling faor_ the ne?ative effects of perverse

Acganingyy’ ay2:d &V Teess of eamifal” upndd indiostsl thettfoo fveryrpemsentage
PO Bhdnte t}%%}he-rc!?&?ifbg?w& it @g@h lg% 88ﬁ¥ﬁ]eeisdatfl) g'%gl%ﬁe%l%ge

equity In thelr co ass

peingshifsillainthrd cdpetat agsedidiontns ent paterdtheypddatsFasiFutinderpital

nort gage product; (4). The EFMis

“.a st.anda rior ar
depEgip - “g hﬂWFY‘aaé“ét Boksrsophgticatnd rgprepeptatipns of thipgengral

c&RGeNEhsTP EAB IR W BISe ENRR IHOME galjﬁ\%ﬁlahg k%ﬂeé%g{atigns
. standard interest-bearing nortgage, I C an be
IGATRYLARIING timaee katgg dagettdithe capitah appresiatior, A, mataital EFM

ol PPRPHETERLDR) Bl Bt i ar e inebe of

eidapsubitd/afiipie-dpeniidit iigas: rhid ok PRxG Tb! Rk e6idhat8d RRbme yield on
e that arises as a result of independently

|
fh\é%ﬁﬁ%fﬂ% esselpvhesn the spmbinedemnit] entbioeemg esiuiyy Wowdd represent

| thR PGt CRBhof K P Bcet oq’trﬂgﬁ e%gettillﬂ Suecsﬁﬁré)g ?grt\%aryg’if é'g%?t,trgati\tﬁﬁﬁpe

prepayment provision, I nprove
foble wiesEF Maedt eforapital alternatives can be practically deployed, although these

are not in anyway representative of the complete universe of possibilities that eould be

engineered by those expert in the art:

(1) al:1:1 EFM cost of capital;
(2) a1:1:0 EFM cost of capital;
(3) a1:1.5:0 EFM cost of capital;
(4) a 1:2:1 EFM cost of capital;
(5) a1:2:2 EFM cost of capital;
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fully below, and (6) The specific terns and conditions
of the EFM contract can be calibrated to generate

WO pwedbisent returns that satisfy the requirenePtHATL005/001586
external thirdparty investors in a diversified pool of
such contracts. A final key feature of the EFM

contr A at , the investnment interests of the
bo:?ér)o%g?‘qﬁ?@cqsh%p?aﬁpglre per formance of the.
unger b Yi3ngEEM ¢t 6f @bit@ssets) are very closely aligned

wth those of the creditor and, where applicable,
i n{Bst 532 ERMusastelstapiteldl pool s of these contracts.
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ove to be an attractjve formof housing finance for
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Conpared with the use of an EFM Traditional Scenario 1
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uy nhore va
For explanatory purposes, it is henceforth assumed that all EFMs carry a 1:2:1 cost of

capital. Other features of the EFM contract include, but are not limited to:

(1) The borrower’s obligation to discharge the EFM is triggered by any one of
transfer or resumption of the property, the death of the owners, the n year
anniversary of the loan, the exercise of novel prepayment provisions, or events
of default;

(2) The EFM can be “prepaid” (i.e. without the property being sold) at any point
during the contract’s potential n year life (such circumstances trigger a binary
switch in the EFM whereby its cost of capital reverts to a “1:2:0” ratio-rule in
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Property Val ue $500, 000 Property Val ue: $500, 000
Properly Val ue: $625,000 Prinme Mrtgage (90% $450, 000

WEEMe(123% : $100, 000 EFM (20% : $125, 000 DepoSPCT/AU2005/001586

$50, 000 Need to fund: ' $400,000 Need to fund:
$500, 000 LM (about 1.5%: $6, 750 Prine Mortgage
( 72%whigiB60 c@@mopneaalmomhmregmgmy (02121%1 los$essn 1bo Gnderhyieg

ot - S St s
An nugh 1Pe§‘lls @r‘ﬁ) ortiRt &Q&(aﬁ’fsﬁ fﬁls&ﬁﬁz‘i{)ﬁfr%\ﬂfgpﬁfe AR effe¥s of

pl us >Buy 2 re val uabl e honmeln EFM Scenario 2, the
CoNs peBrerses gsmarg”EEMonwmmj woe “adverssisglectydntherie rgemra%

f 000 360, 000.. L, thi

Th ooty S fod B e bl SyAE N a5 Pand
The Stig8s mild? 9ighBHHINRLHIRE ROBbLe Bk thilepdiséssRntard gaglard -
falls by 20% (from $50, 000 to $40,000); (2) The size

of tmooﬂ@mm@agﬁpmdéeﬁ and pri nci pal repaymants over

§}0) Wi&%rl\élésl %gbr%]é é)fyha?% g?gbééﬁg g@la@&gﬂt EHCI If afe'éelcoc*ncf3 y

r esu |n§ort§ag§ Refectlel 6birower Has tdken Suwstalfdatdlﬂlt@estMarmg
nortgage; and (3) The need for lenders' nortg

i nsuraeTesece.WiNPh Fan be whave narkasea) toggaergih ¢ d?@ﬁﬁﬂ%ﬁd
from 750 to $0) as the value of the prinme nortgage
fall 710 72% of the value of the property, below the

| eyl Arpimpybvaheridvbrolvisicot thetrenbises the juirowelr 1ireeriva@@egit on the

In EFM Scena 3, .t nsurrer uses n
pur c rﬁ]é'éeé)féhst?%?rée Wh F}l?zl;bg‘f 1@ P Ingrease I’f? Eﬁtﬁfag asspfg value
hous ggsﬁsas %k}E&ﬁ & RS RARS Ry @}toﬂ)’}ﬁﬁﬁd Edpal irﬁpr858{?1éﬁﬁ e

val ua hone in Traditional cenario 1 for
t he sardertakehby mhe bmrobwmgi@rm@ thederhofthe gemirashsfig with the

EFM Payoffs The fol | gwi f
pay oSSBT BB D00 RN Kb

used higy héipangRi @ $500, 000 property with vary| ng
prices realised at the point of sale. Tab

hi ¢fIThgkpecifip éengus 68 congitions o M ranigac afu% %? calipggipto

i e e TGG L  odt t

EFM $409 JIQQ@toﬁ?shﬁi&, A0&siFit0Podl@d such contracts.

A final key feature of the EFM contract is that the investment interests of the
borrower (i.e. the future performance of the underlyirig collateral assets) are very
closely aligned with those of the creditor and, where applicable, investors in
diversified pools of these contracts. Further details of the contract contemplated by

the EFM are provided below.

1.1 Consumer Value Proposition
In the housing market, demand for EFMs is expected from three primary consumer

categories with varying value propositions:

(1) First-time buyers who: (a) are not be able to afford to purchase a property, (b)

want to reduce their upfront costs, or (¢) want to buy a more expensive home;
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Repaynent

W@ 2®6/10630 ( $100, 000 $100, 000 pri nci pal
principal) |ess 20% of plus 40% of $50, 000)
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r epay ﬂ{éﬁf o rsﬁwstg@zmwnsw&amqqunm er @ytwagt to upgrade to
princhpare | : priqnci pal repaynents repaynents

B 0as B L bt B PG00, 000”5120, 000" The

Cr dd) The ashet3ridteyet Hievhibepavs chiardy Ghodidnt engcckdd dn@uity-release

hou5|ngggarket cont ext,

cont r BEphARIspther

standard prior art nortgage contract.
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| &rdclprmof Breredbeatiamiipgnse t he
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t he val uati ons.
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poi n
Ot her vari ations

O her

i-ncl udeTryditioTHcHomgugpFmancd Sompavédwah;thé aje diheh EFM

refi nanci ng provi sion;

Traditional Scenario 1

>Traditional mortgage only
Property Value $500,000

Prime Mortgage (90%) $450,000

Deposit: $50,000
LMI (about 1.5%): $6,750
Annual P&I (7%):  $3,000/mth

>Standard Cost

and
Traditional + EFM Scenario 2

>EEM to reduce costs

Property Value: $500,000
EFM (20%): $100,000
Need to fund: $400,000

Prime Mortgage (72%): $360,000

Deposit: $40,000
LMI (0%) $0
Annual P&I (7%):  $2,400/mth

>Save 20% plus
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Traditional + EFM Scenario 3

>EFM to buy more valuable home

Property Value: $625,000
EFM (20%): $125,000
Need to fund: $500,000

Prime Mortgage (72%): $450,000

Deposit: $50,000
LMI (0%) $0
Annual P&I (7%): $3,000/mth

>Buy 25% more valuable home



10

15

20

25

(3) The prepaynent provision. 1.3.1 The Renovation
Provi si on The EFM contract preferably incorporates an
WO pgpo00Esnent s provi sion to enabl e borrowers toPGEAU2005/001586
credited for renovations to the collateral asset that
|l ead to an inprovenent in the value of the asset and
a &M Secnarid €, tictconsunesr osesdint RV $o ednsemt sk f il BNRE

credit far i venents to the property
g’@‘g}%“g? ﬁf’%’ @%ﬁoqo{’i%% 200,040 Hn g pogasio, thy consumer should benefit
mﬁmhﬁma@&ﬁmﬁ}fs@ ed expenditure on the inprovenent

determned fromtine to tine at the creditor's
di scretion (this can-be a fixed sum for exanple,

$20, n e subject to prjce.indexation fromtine
Do a? e s2R0r IR ARt hnde® RIS Brime moriiag s by 20% (rom
under $axe60 & $40,g00nar ket val uation of the property

bot h ag at the date the renovation commences and as at
t hd2yAhesige of gle@@g@ngnrg@rpst(aayl piithapaleamayatentsovies the » year life

conpl W1 Ry rtai unper  of s (or | anger
g o SR e SRR RSBV (B SP00Y e appda s oo
(4) The menhnd avebussi Bordet®nTh @%siié‘@fth@?fi%‘%ﬂ& age; and
val lebeTﬁttrl butable to the renovation. The Increnen i ,
val(teThencedfet jendas martaage infinfanes EhAED istehiednatedh eltogether
prope N i ost .t he .i nprovenent.;

(5) " Tk Bt B0 RO P B0 v MRER L i HogpeSae s 0 7256
r enoveftthomalis of the grdpeety} ineld v ehellovdl @vehicAtl M [¥® uefrwishe

di sch%rlgeéioéi Lﬁb% total anmount ow ng under the EFM and
(6) AFTPRE Qe di scharge of the total anmount ow ng
under the EFM credit for the renovation will only

reduce the anmpunt owing to the extent that the

Ip Edpé Segnagioda theecoasunser weey amighMdo pgrehixe amabieesadfab®Bome. In

FREHEE. IRECBAPROAR sl bome ghaas 557 Gmvanabable

thdn the hbine in FRRN@SHaDSCARBAY | $6:Re ARG HRE aHS EHed;
Cgr oduce a situation where the EI:endeﬁrii;'flrs sa arsg%géﬁgglggtg%y

HRESthe " 1:2:1" rule, or sinilar). 1.3.2. The ‘
Ref i nanci ng Provi sion The borrower can refinance any
seni or or "pari-passu" nortgage that ranks ahead of,
Iy ERdiRayoffst h, the EFM subject to conditions which

incl.ude: (1 e of the creditor's approved. .
T?lﬁ g"éﬁ%‘&% %11‘2.‘9@?’%%*}0& ‘iﬁjé sygRiiticd @ayalts asperdstedikitha 140,000 EFM
tH¥R hiHeeM akdtBiol RHAned : i refinancin

nmust bg wi th ongano_f&1 %fh@’%ﬁg%% \Aél??é?r?%%pgwg%ﬁera g?/eéjoaEE the
ppiahef sale. Table 2 highlights the gross cash flow to the creditor.

Table 2
Examples showing EFM Payoffs

Example 1 Example 2 Example 3
Purchase Price $500,000 $500,000 $500,000
EFM $100,000 $100,000 $100,000
Sale Price $500,000 $450,000 $550,000
Borrower Repayment o Repays $100,000 * Repays $90,000 » Repays $120,000
S 1 OQ,OOO $100,000 principal - ($100,000 principal
principal) less 20% of plus 40% of
$50,000) $50,000)
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~and occupying the property subj 8PS conditi oh&™,

of senior lenders; and (3) The total refinancing nust
not exceed the greater of the total senior

WO paoenesvoear i ng debt out standi ng at refi nanci PQI/AaU2005/001586

alternatively, a percentage (forexanple, 85% of the
refinancing valuation |ess any amount ow ng on the EFM

Eabfuiat ed at th o‘r ffs 1 ef ingneing, gssun 09 bORHer makes a
the property was ol fépst& hat REf&SRLaESyOf t BRfit of $30,000 on
refi nanci ng val uagnhg[n, whi chevengsgs the "gr eat e hepmrmy

1.3.3. The PrepaygRfhenr ovi si on The borrower |s abl €
to prepay all, and in one enbddt E[f’é?ﬁ % Qot lpar’t Savgs20p4fm |
amount owi ng under the EFM whil g”iretst%gr'@tpf‘ll oW  preipa
h
NelYb& W) One of oCreditor’ sgapproved 20,000

: +HREsRRd dent val uers$ ?Jé%r equi red tz$ undertake a fg_ll ’

rrar ket valuation of the property as at the date of

“prepaynent; (2) The borrower nmay have to repay the

EBKyERVITURhs O Oendilgeyr the EFM It may not
therefore be able to partially’ pr}éllpMy t he anmount’ ow ng
lirfBe housing mEmiget %qmwgh majprky efou BFMecoairpdiadpimes andder

&tﬂ? tﬁ)ﬁg %ﬁrﬁﬁ al:}as@(ﬁ] gn a@&%ﬁaﬂd %ﬁgf gr@ﬂfolrt aée3 on;lrxj%gt C’lrh%%ttaf%rg?um

e in any I oss e even .
dwhigg am@emvmfm ﬁﬂé@ﬁ(ﬂd? nh thba;laltbeﬂhaﬁhé efofigBes dm:ahrg*eh&)e loan

vaI e the borr.ower’'s praopert e fine
ﬁwasra igjthe property auby r%y%w Owa{eg Th%t@éaltaﬁgwm& Ping is
ﬁéﬂﬂ]ﬁ@%%@f‘g cmgetﬁf‘)egfaﬁﬁc i¥n %Mé‘;&‘f dauc?gﬁ op HHi¥-sale

swtch in the EFM contract's cost capi t om a
tieaZV) ot viagdrandegrententdait n@ark@t mihatqnomdemkeh@yew@th\nert(fmt

cxaele e SO B o B el PRy RSBt e, e

d?&flfo@\h@sf th $ightR0Ick &Rtthd Qardsh@iod WaRR S iditequire an independent
operationalisation of the product. In particular, it

pbeleauntioneandrielies oy tha drdependert vabuer's papreise] ¢stimeg idftbere is a
F
GRFRLE M RALRE PR 8 FENLER R RO

fusheténddpehdat anktatelhation@sdiicihese tlal fabre @mible popeey Hilébe

EFM cost of c ital is ne ive). In the absence of
felfngto 9F hatrile & %Ihs oRtony &f §%t96§1§’| BdepH M GRS R the

t%yéc%.oglé‘)ﬁtc@ nﬁflé ERhitdr dahMRo hi t'he% ﬁ&?ﬁ)r Kk g.ﬁﬁh%? V&lgatlons If

Ccol ncCl down turns int USI ng na

it fhoes spethé valse of theqgapdrtyecas bk Itls:tmrda;bomsrﬁehe gesdstrwrarical the

PR W fns Pl ReFHRRE! brbercECHAM S of al

of 'the above provisions are provided in Annexure 3,
whi ch contains a sanple of the full EFM contract of
Qther immetient feetueasisd diawraferred EFM contract include:

(1) The improvements provision;
(2) The refinancing provision; and,

(3) The prepayment provision.

1.3.1 The Renovation Provision
The EFM contract preferably incorporates an improvements provision to enable
borrowers to be credited for renovations to the collateral asset that lead to an

improvement in the value of the asset and that are made with the creditor’s consent.

39



1.4 Priority Agreenents Wierever there is a nortgage

that ranks ahead of the EFM one feature of the
waeeangsnent s di scl osed herein i s an agr eenent POPAWRBN001586

the EFM creditor and any ot her independent creditors

tgﬁt have supplied finance to the borrower .in
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15 qua %i Irgtive resol uti on? For\bexanp*ngé}ogﬁgé S 100
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o A AP R U AR v SiyaBercapne enderiteaPM,
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stipw ating the naxi num and m ni num accept abl e EFM :
i nvg@t ‘%%e% %Frﬁ%fs‘ﬁ%aﬂha@e% Biedetal amouns ayingwider theeEFM, credit for
geogr afBidhovVitidn o ' anbngst, ot her
things. After recei Vi %gédgb%]?lgtﬁé%ﬁgts?%lﬁg??gﬁef‘ﬁé‘t fhatthe
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whi ch ;¢ afepfnn be el ectronjcally extracted by the ACS
200 in°Feals tERESAEMedh e it b EEMfoap rameast wagporigisally
own dexdvariced {iteJ kiSrendiioh B VRGN kNANGLA! S iati
data that is_ continuousl %i nputt%g'h?tn 0 Fﬁg&ﬁo%u(ieoaz31matlon
(e.g. 15t @A lendar issharingelosyeoonder shieftt2:0h sulororaailan
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25 1BR. $he BefinarcimgaPloetsksh el ectronical ly through an
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30 a fair market valuation of the property;

20

(2) The refinancing must be with one of the relevant creditor’s approved panel

of senior lenders; and

(3) The total refinancing must not exceed the greater of the total senior interest-

bearing debt outstanding at refinancing or, alternatively, a percentage (for
40
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(iv) investors in existing EFM pools; and (v) direct

data di ssem nation suppliers. (i) Potential I|Investors
wab@eneisoe e of the informati on entered by pot eP€T/aU2005/001586
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ately higher risk. Prospective investors can
g[ ) S%gr%patyﬂﬁepﬂ) &% red ‘dol | ar val ue commitnent to
dihy bgirywer i5h i an. have i.npljcations_ for
t he vol ure 01M egggéﬁpgy‘?ﬂ,gﬁggﬂaggng%dd%g nptpar eihe agjount
Pefngcynder thetHiM vduletieixtstill bhaingRnd O2cpg e paleky ts?ﬁ),;ga o

SLRF; i ndi cative (i.e. non-binding) and I'egal
b‘?%‘?%‘gq{%@%%%i‘i%ﬁ relation to the prospective
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ot AR e B B

EFM portfolios that are
i ndi vilgpertaintiyest ors such as pensi on plans (where
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si mpl yappageé gateBetdRst | ' r ef erences ,
t hat hg\%e been g% or e%df?ﬁéﬁd;ﬁg%g%/lg%{ %ﬁﬁ@gﬁgm% rpaver's

best FEYTYIab thsoime of dischargedeivas thaatits yalue $hitBSdAtB that the

| ar gestp\py, o ent.i i nvestors. The forner
tailored a tga?r}]oa F?}%S nglf}?]hye VeRtedr red to in the
i nvestment industry as a "specialised nandate" in

Tié\%j F@H‘EYES%%% Itﬂ?ﬂ Ig]%ﬁ%gg{r gﬁl %I:\P:Oldullé‘:ggliiatb lﬁrtoggzi)ﬁ elz‘ilairb%ﬁeiroﬁ toal :2:01
e & Rt A e Ao e T B Shetal e mrep s o
the Hated peapey mentspetbi bbb yr i@ﬁn%%élﬁnEFd\ﬂhE’ ORlcefEpnagenent
orphloBRS R o BE ARG o eometpuctironcisbtodbiogpend o
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d exanpl e: (1) EFMinvestnen
e{LneRt of dhe q;r@illmtél-.mmtgmgoad myrletthevga@tam@bl(aﬁatkﬁpésts&qﬁs
r resi dentjal properties (e.g.
fal?{naz%rg_qg)&}?ésj@g t@eﬁl\/rll Qost o% capltaf 1S negerthlve . In the absencegof this binary
switch, it is possible that EFM borrowers would systematically time their discharge

dates to coincide with down turns in the housin‘g market and thus periods of negative

collateral asset performance. This would give rise to suboptimal creditor returns.
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city-by-city, or post-code-by-post-code, dependi ng on
the granularity of the geographic delineations that

WO b@e/T037d00 wi shes to make). In this manner, PEEAU2005/001586
target portfolio generated by the TIS 100 has EFM
wei ghts that reflect the value- or vol une-wei ghted
MbRtshbAHE bR ¥ ng-fe%é@mgseofcﬂrbfqﬁe gk E&g/iggnseérg Eﬁ{vid d in
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eﬁ@é’g%ﬁ’i c identifiers. For exanple, if, say, 40% of
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change in its performance; (2) EFMinvestnent pools:-
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: : [ t.or t
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vathpbsBFRE. and the right nmix of properties. In this
case, the TIS 100 quantifies the val ue-wei ghted
distribution of all dwelling types subject to their
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. nvest men ols that are val uec .

T ke By S Bretnb Pt ey le 138 8D ixmmstamntiat v,
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cohorts. This represents an even higher |evel of A
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O ST PR BE R SuOtRy LY oo B SLoHTROEP e the
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TJJ? i_?er Igeqeny Olftp%g‘fjlttm@aﬁl@wé}%ase & FRATY &f ecopmic
prefkdrc88 ) a sptERIsRb:-Bi&L %éﬁlaf){haf cﬁbgcﬂ?esﬁb Yﬁg%ﬁ?ﬁ?%’s attributes

wei ghting systens identified above I's s
topyr ey Highidegrestod qantitativeaespbrtiohoF orexempEriee TISA1 00owput can

ofipBRGLY PR Gt i ieeghRas ermi g PPt fgeing contract
(%1 PP pEshtiddensveAl dnedl gebbRBKIC MR8 B as ,mmmi%litie%, While at

metric used in the funds managenment industry
the same time stipulating the maximum and minimum acceptable EFM investment

thresholds subject to, say, both the geographic unit and dwelling type, amongst other
things. After receiving a transmission from the TIS 100, the TID 112 stores this data
in its memory bank, which can then be electronically extracted by the AOS 200 in

real-time for the purposes of processing its own decision-rules.

The raw economic and financial data that is continuously inputted into the IID 102
(e.g. listed and unlisted pool valuations or median property prices for post-codes
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quantify the divergence of a passive portfolio from
its chosen asset-class benchmark. Detailed i nformti on

wexpbadisiang each sub-option is supplied in perBONAURNNEN01586

the tel ephone, or via the rel evant EFM pool order page
on the 11D 102 conputer-based interface. The
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erties’. number of

-t reat ale) .. .the pro , i
RERARE T OB B T dr Ay BUERSY dreBinin et o T moeregtive
pvestoodi axdne{agy gxpdsinfedb ahy BReRBYSI pod?Xi Sting owner, or
retiree); (4) The investor 191 transmits to the TIS

100 through the HD 102 their preference that the

TR BfR)idi mi.nim se t EFM pool.' s

po?t f éll?rgyﬁag%%?%g&ﬁgégs& edF a{raﬁliwfgfyalpﬁq ‘?’&‘ﬁ?swe
usdasjaking than thheostnuesiadwitSpPSReEnblEbpRIEERL §&iivet )

: | of return: (5) The investor 191 transmts to the
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oferialicatestan RO S8RKS viAnd Y eH"tl’?eecbtn‘IPp etion o p?gtle're%ce

.portfolio

+ Inputting process. It should be emphasised that the TIS 100 has the ability to generate

target EFM portfolios that are tailored specifically to individual investors such as
pension plans (where these investors are able to commit sufficiently large amounts of
capital to warrant such tailoripg), or to simply aggregate the inputted investor
preferences that have been stored in the IID 102 and compute the best possible
portfolio outcome that satisfies the largest number of potential investors. The former
tailored alternative is often referred to in the investment industry as a “specialised

mandate” in which portfolio managers will invest their larger clients’ capital on an
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return subject to the investors' pre-specified
preferred |l evel of risk; (6) The investor 191

W0 e@ad0§st6¢ to the TI'S 100 t hrough the HD 102 PCT/AU2005/001586

information with respect to its existing portfolio
all ocations to, say, stocks, bonds, cash and ot her

istivitiialmon §ableahdt sudheha. th@Qi’ﬁf@nyh%’ dloy sty hﬁl‘t&hes with

and requests that Overall System 60 optl m ses 1t

tb@ﬁmnt;s&eﬁpcéqeur@qummnwgs on a so-called "nean- var| ance
baS|s by addlng to their portfolio a nmean-variance
"efficient"” exposure to EFMs (whereby the. investor's
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] ect e rnvestor’'s prererre
| evel "of risk or return (i.e. across all thelr
gaﬁﬂass hol di ngs) al ong the |ines of the
&gy csLnent ge % areﬁlt pesi atue- pryolyme-waghiad by the
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through t eir erence
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|nvestor (8) Any conbi'nation of one or
abov &alupher Uﬁp@ww@t@:f disthibutaart GV\d@reTY(ﬁume @alp be téfeddy

cons t line abo s t i ne

oo EL TP aL R LSS BENR ok BB T
co nnpmmﬁieeﬂopfeﬁﬁ@{tﬁm eRbestdde h@bletludtniia %E%E&Iﬁ@ to the relevant
expl ai ni ng each sub-option is supplied in person, over

t he BEPEPMIRECnBRery I%Prteﬁ@rnpléi iE\sant 40Nl ﬁibtﬂSId@rl@@lrprm@g@eS
on t b\%ré'llgcé‘tgg oft QWQH&:% Q?gieed HeTb gf %ﬁﬁ%{ o??r)gﬂ%g %}ulnpqled by

portfoli o managenent uote
t hr otigtrurieet IbilibeJdTthfse ﬁmhmgp)rm\&yén@n tieh thITIS 100 produces a

i nvest ervi.ces are de on the ch0|ces made.
Upong‘a&g%%t@? ."%?hgh&?oregéﬂex aﬁ@f Ject tpiuppep and Jewer aung
r equesidranceAraabd1Qathest MRSSRE trbshoRkB ke M tlﬁﬂgﬁﬁéﬂlaﬁeﬂsed via

the investor providing a prelimnary outl
pr opBedamissHsiagibtica] sionwdations (6.0 msimgtahnouk ogyo andmilar method)

mana At .thi unct.ure. of the

or oo A tBFRkol 6808 118 300w Blhd R APEl et i Breet
W t hpérofeliawdigtity the EHM @bslajogldacv@hindtiXte BEfodd HRfe was a
preferences with respect to further portfolio

enhaﬁ@%ﬁ@h@§m5ﬁ81%%@“3W@@MWQ nanagenent of their
c R egve t i
R E8R ek THRSE AL OB OGgREB e
i ncl type antgeogaarghynBor é)daﬂilptee d/htam intd3eoré Ghhtoadiengire fHat they
V%et€ t he st or s either absolute or relative
t axa ?tg llila‘ber @pé‘.ggh%eé)grqufc exposures and the right mix of properties. In
this case, the TIS 100 quantifies the value-weighted distribution of all
dwelling types subject to their location, and hence provides two-dimensional
target portfolio weights that specify both the required geographic and dwelling
type capital allocations. ,
(3) EFM investment pools that are value- or volﬁme—weighted by dwelling type,
- geographic location, and, for example, the contemporaneous consumer -
cohorts. This represents an even higher level of portfolio construction
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i ncome rather than capital gains, or vice versa (in
nost cases provided by sinply stating the rel evant

webtdoeaoisve rate of tax for each based on the | POPAUZN05001586

personal circunmstances); (2) Wether the investor,
ot her than for taxation reasons, has a preference for

retur a1 0 ield (1.e, cash distributions
t rom Eratlor Mol TMETIH ) Sodlect pucBheiRay A en
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iftyr$dcem Manager ("SM') The SM has the ability to input

information into the HD on a discretionary basis.

There are a nunber -of reasons why this should happen

hE; j [ Syst em
THEESL BRIk S 0 SR i A e
far sheerovialcmfisnclt westment sehhiads athdepbediay be e @bidehgalEM

UBOOl S ié .notfcogsi stent wi.th the preferences of
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the AVB 500, and hence not catere
peitfplia constryriéen methodelogy tndmitageowenufet satdtores | i nks
bet ween the AMS 500, the HD 102 and the TID 112 in
Fig. 2 provide such feedback. (iii) The Underwriting

P&apidl alveRoave iish(tHebiuir iddlestsin b8 SN hobRatke fBirdd to
ervices are required, the UCPs 2 11 supply short-term
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r : . b of securi.tisation by
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exﬁllg%ﬁrve)pr eferences into the 11D 102. They

(1) The investor 191 transmits to the TIS 100 through the IID 102 their
geographic portfolio construction preferences (e.g. with higher and lower
weights to certain capital cities);

(2) The investor 191 transmits to the TIS 100 through the IID 102 their dwelling
type portfolio construction preferences (e.g. with higher and lower weights to
types of properties, suc;h as detached homes);

(3) The investor 191 transmits through the IID 102 their portfolio construction

preferences based on a variety of other distinguishing consumer- and property-
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can, therefore, exert a strong influence over the TIS
100 conputed targets in order to prevent the

wo@edogiressré on of EFMs (through the AGCS 200) t haPCT/AER005/001586
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be n. the erences of ing investors and the
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102 ©éheakiids pf fea ¢@a1c (d.g/icognengialumiindwstritd)) apdreghedts that

That il SRR 60 Caiit Pusel rfiElabBldies B ootiedop
t o t Heekibvdikhce dads T@NERIdgS tHdirHokBlio Eﬁ}%aﬁjv@n&ﬂo% ‘cfgent”

eventual ly the ACS 200, to influence the
ass e EXRAPEAPL ERN.s (Thesehyghe inyesteds asgepthlole KBS pool a(llap@tmn

nvost ppere R eat S ANGLRRs: bUE Sk ARERERR B pirovm

cl oseltgrnall 1nga$edent(nvandae[ @cin d?ﬁér&n@hﬁ@t@ﬁ&d@@ﬂhb@ Rllocation is

Suppl iers. T class .of HP's 101 that input i
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di ssgfefigh (1) aBloQV IR assER @l%ﬁse}%qﬁlhg%%%r%az}{@ lines of the
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t rt f
oppl T ot kR 308 B SRR e R s P GER et f o
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The objective of the active TIS 100 portfolio construction systems outlined above is to
engineer EFM exposures that most closely approximate the investors’ communicated
preferences. Detailed informatien explaining each sub-option is supplied in person,
over the telephone, or via the relevant EFM pool order page on the IID 102 computer-

based interface.
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el ectronically conputing the target or idealised EFM
w@oeiobfladsres that are outputted to the TID 112 BETAU2005/001586
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portfol ios contained within the TID 112 are

up-to-date. A non limting exanple of the architecture

of teps i et out bel.ow I ndicative, Portfolio
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over time.

It should be noted that investors 191 who input their preferences into the IID 102 in
this manner will have a strong working knowledge of the meaning of the terms used

above and the application of these terms to their investment holdings.
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performance. After conpleting these sinulations, the
TI'S 100 determ nes the maxi nrum and m ni nrum accept abl e

w@oerobfladsi® t ol erance thresholds to a series of PAAZSU208/001586

controlled attributes (e.g. the pools' exposures to
di fferent geographic regions, dwelling types, and
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manf);b gg% q@?i%é@&@aﬁ“&%%&%' (e.g. nonlinear, reduced
gradi ent optim sations, nonte-carlo and bootstrap

simyl ations, neural networks and other econonetric
@%%F\%@W}m&p%ﬁ@@mﬁ@em@lﬂhe target EFM
P et [ | SLLCS: t cur at el
oo R S5 EE) 3 LARuk e PRPSFEPRTY dfiermen
waeshougmiunds toembable thé disepuLSEOtERNY troRacht i%ﬁ)m@d fn0ldvence

o R on P HEATR S00 88 Fiintien samenamer hiarigebs 211 funds
’ |t - he Tl
ThestehaliéCalhdtife 0B th 'ixB{v/JE ARl ek 8estil AL BOH®, They

based on inputs supplied
o Eierefprgo exeramsirarigrieBuaticereviitanalS’ vab uempared targets in order to

- Wel. d i rtfoli nstruction
P AL B P L0 AR e
@d prinatoesscaitisation. PCPLE @h 4J38kivEO IR 4 RBative”
tEBe 1 ortf CI [ é)s. However, (i \?EE%?%E?%%E% IJc'(}c@)ﬁ(tllvgt Eefgglﬁgatwe
Pi§ §@{3° S EHS%HIM% Rasétiveprefenencas dechadet the arederuslictiatagteristics
' h e inpdividually bought apd .
(O Bt it hing fynch Dhafgt RS il B flving
ElMe ithat preiyceowdd bapseppeii né whithbisRBwBAIndR1iVE pbé_fé}laﬁc{eh Gighli to
e

' n.constructin assive portfolio
ol e BB P T R e sat e ot Broughhenéif 200,
AQRRK ) . ¢ it I .
ACTOPHb e, Mtk roRr iR R GmpBFiok AHiPondR 3 11D P2
ImBpging §ilistef chametarisesahateantiBIIAN) to tReMVEDL 10t her

nmetrics, these nmeasures include, but are not limted
to: (1) The asset's last quarter nedian price;

(iv) Current Investors '
Current investors are the penultimate category of IIP’s 101 that input information into
the IID 102. The Overall System 600 administers these transmissions on both a
discretionary and automated electronic basis via the AMS 500, which is discussed
hereafter. In short, many of the outputs produced by the AMS 500 reflect the results
of its automated decision-rule analysis (drawing on data supplied by the AMD 502
and the TID 112), which dynamically monitors differences between the preferences of
existing investors and the actual performance of the EFM pools. On the basis of the
outcomes of the AMS” 500 decision-rule analysis, it electronically feeds-back new
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(2) The asset's l|last four quarter average nedi an
price; and, (3) The asset's l|last four quarter average
wa olodrressiei ght ed nmedi an price. The TI'S 100 canPCT/AU2005/001586
construct passive val ue-wei ghted EFM portfolio
esti mates using the follow ng formul ae, which

.COLI esno, chronel.ogi cal.l .0.the three set-.price
{RELRAS AP GG tocliBatd B! iR EafR T righie fmmetry
15U doi RS at2Bhés E(?lﬁﬂi,n time. ThbMYBBE AM 300 pFRides A FE&EbAck
>SSLLAAj . X TToot t aal |

coENdern 1ol the HikyH&s endrbence thesTISARO, fhwadDald 2pendeventuglinthe

I ' ' SLA
0% 3o ek a5 TR AR B b o £ S episn
divcugsed Géreied) sudhrthititi®pREéds bf inTetark abiviel jeRBEROe of the
can be defined as the sum of free-standi ng houses,
Mpodleratresclasiealigngd: t erraces, units or flats, and
houses or units attached to other buildings in the
year 2001 ; and Sales is the nunber of dwellings sold
(VYDistoADatd Distémimatiex Sogpliers The TI'S 100 i s capabl e of
tilisin ynber of different "active' portfolio
T@e#@@fﬂﬁgi@ Hﬁpﬁng%@é@gpw@a@n&%@ Akt the 410y 207 e thy Girep data
Q0 IntibIPRY RletderHeBY B ERE Bavedd] ?Fon%%%ﬁhecﬂi%h? (i@ the IID 102
(e.g Kk d d h) and t y

.g. to stocks, bonds and cas 0 sinp
tlop trandnsiereghlar BEbh poodabtineanfyehativeiajinidatdy apedrodats that is of

.ri sk an e n attrjbutes of. the underlyin ssets
b ERo hETES DI SRLS Eoheritioh PhrctRERR v BR e RES intlude,
bt frahediBRePRS Bdakih] ket iForntARnSroRasR! i8R Ss BlodntRrg or
future performance of certain geographi es, asset

Reyisess 2oeaneimens siatisieal eptnsiesscredibbirgats 2ot meortaalge fmgurers, and
L ese t hodol ogies are likely to give
p@§§$g%?@é%%{fbla’f‘%}%ozlrsélﬁ?h?gr get portfolio outcones in

conpari son to the passive techni ques di scussed

prevjoust. Anat her nore nuanced(fortfolio

Lddndicpttier Tisn 09 gtordelia Howirgiian Rrpeeduriest or transnitting

AL L0 0 TIOTE S B8 Lk g
omidedal{sed it porafolianthat adwstpuited Yo the iRl pnd whistibute he

B

EBMI 4sk&b I ek diodthat itheeoapiéﬁiofiﬂylig Bk hlﬁﬁﬁ@ttargéﬁﬁ%@&%og on

with the addition of a p of "EFM asset’s, subject

thethesis af xersration praleasionive B owikacks frars pehDL92r These dardet
t.hisma the TIL$ 100 n provide.the.
PR U TRED e LR 08,600, BEPHLAR Lty o
peéirsiceeof N blatdes BEBRBSEAI] inyadHRIBAYD BEgdt PertfdMee SHa® heSTIS
direct allocatjons to the non- EFM asset-cl asses.
100 produces for existing EFM pools that are being managed by the AMS 500, and
which will influence the characteristics of new tranches of EFMs that are being
sourced by the AOS 200 in order to be introduced into those existing EFM pools. In
light of the above, the inputs into the TIS 100 and the outputs it produces will depend

upon the nature of the taréet portfolio.

After the TIS 100 electronically extracts the required data from the IID 102, it
undertakes a number of key steps continuously through time in order to ensure that
the multiple target portfolios contained within the TID 112 are up-to-date. A non
limiting example of the architecture of these steps is set out below.
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More specific illustrations of the TIS 100 portfolio

optim sation capabilities are disclosed bel ow These
w@e@eawisres form but one part of the TIS 100 BCi/AB205/001586

al gorithnms and, subject to the requirenents of

I nvestors, can be used to drive the target outputs .

.ar nsmtted tg the TID 112. It is inportant
%lg%tﬁg}/eef?fgo@ot 8?“‘%‘%8“%?@“-100 full range of portfolio
DRI TEISAL(000y oIS A1 665t APSARRAS n RYEnIBYefer&REP SB¥ed in the TID
net hodol O%I es involving quite advanced functionalities .

- YQ&2. dhesgaviflanclnds inpvikesh activielandyeassivie EFMaportfolic vepigdments in

R R AT R
frbfatentcéroBhécifiothvendal t akes al so needs to be

contextual i sed against its preference aggregation and
speci al i sed nandate capacities (particularly in the

‘ Iié&’ﬁ&ti&fj"atrgﬁh I&?g%go{ ??ﬁ'ﬁ%&?&y&w?: TI'S 100 nust first

eterm ne ol'ifo construction technique is

Otk Hakik ef thetaggregatiois atlinke imsﬂeg i1} the AfIS 11 b@ qhaitiaste]
nunber of pool ed investor sf) . (a) Stand-alone TIS 1(?70 )
pBPIEeS |ﬂP€‘omgj§tPil%E%Mttﬁr@ﬁt Rartipligsddrsadng epaduitionah ceiscepnomic,

fRaAaS HaNdsabRe Gnd btﬁeljl‘%%ui?&f &afte?{hiapit QR 1?%& e?%rﬁgtrsnf{om the

option, t he nvest or IS no require
1 16 Werpplyingthe ansiowsdstirtfo lonaptin isftmmmadthadv] s @ gesdling below
the TS 100

shitinas SR b dPRBRS rmrce R atfif o Segsoami s of he
vase@t clitebLoMivdshigs ihav %Qﬁmmﬂn§ageg%élpf>ﬂefgréﬁreg e 1ID 102.

typically proceed by creating an objective
mat hemati cal function that is either nmaxi m sed or

1: 0470 hen. speci.f ny,.constraints to which
I%éut{yﬁﬁzig%e?\?gﬁgo&ﬁcﬁ%ﬁuw IS%%g&subj ect. These
Haalngubatpuedshateged bbrtRgiob ahaRdteHytiGt ki3S 1108 hindertakes

appl i cations enbedded within the TIS 100. To :
S?R%l%@fﬂ‘iegts@ﬂ feahsiynudatioas Qippige for s¥ample, mpnteiqatle dike matlads) of
i Fat.e: . ' i on.: r
VST A0 R R0l S0 koM B
estamajest andRivkqumaines pircoid fla@tbe by sidhenTthSpdM0libs dxpedted ed

speci fical to the investor's preference conprisin
pERo kg, gy ickcoBilive Hiet SaLunb Bl kLD ddaredidhe
maRi@sh Qhd RASInAINS QCc'eﬁtQHIte_tp%ﬁfcﬁio%féf'a%@ﬂﬁ@shgf&'s &4 series of AOS

expected return onits investnent Y% higher tﬁan, say,
2Qheonyelled armbiges (ergatheitoolsd expbsanep tcdiffernt gadgrahiorgins,

' fali f EFMs,. . Af [ hi
ORGP b D RS e or e

cppitéQqirb Gragding 6@ used tPEHAELES portiBBo Sinfu1diRhsiis cHMified
_to communicate to the investor via the HD 102 the EFM

inyrexure by get portfolio characteristics (i.e.
conprising specific weights to a range of asset-I|evel
attributes, such as various geographies and dwelling

Intlicpésy TangetPialifblioCohgnickhen fptdf ol i o' s expected ri sk

i Rl i EtcerclR avwats ¢ fiesh BN the seaedis vemsimstesl e
tatddt EbR1 pools and the acceptable tolerance thresholds in the form of very detailed
matrices that quantify to a high degree of resolution the preferred attributes of the
EFM pools. An example of TIS 100 target portfolio output is contained in Annexure
2.
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TID 112 if the investor agrees to proceed with the
transaction. The indicative portfolio construction

wo e@anozfoes upon which this TI'S 100 gener at ed PCT/AU2005/001586

information is based are set out in the fornmul ae
bel ow. The objective function under option (a) is to

%ﬂs e)the EFM portfolio's risk subject to the

i ivestort0san deraie Hronghi Siens Jpmdid ol 4 very eanid bafis agd tHadby
bvide e trarnsasrllustrated

PEviaBnilxARARY D GRTTN AR, 2%, ST

below M n .,
J=I Subject to the followi ng constraints: (b) wr, =

d [). W 0 wh W h
(U2 b S e i T St Ll 0 uhere are the
Enbr, feﬂuged élﬁ@leﬂ (?tﬂ'rggat ag Il?(Bltt% car%e/\%n%stﬁ) ?s&rraﬁ]sirwélatb(ggs, geural

post - code- | evel rap ¢ uni
ff’érwqrh%alpbwthttrcﬂcpmmems $®hmlq[1@;)tlﬁ)orddi‘ té Sorhhi&t F%{:t BFM

f f | EFMVE; t
E 5%@&];3%& n%%%%‘?s té%l E?Cglraégllv gﬁ@%gﬁnq’f@fhﬁr;ﬁ@fgizﬂ;tmnnvestors.
émthle nlekiMeofiond G Hf oFfe M%se atgﬁ?s*)gmﬁpﬁ %ﬂgf%%%%%no%n q

- returns attributable to eac

Eeiodplpetaaredigdosedd Thowe hfedriyloy sl thé &SI 00 tol&enpute the

fd tl.i | ved by th
PP Ph R oS By SEpiLt P apnr it B2 Pasciron mecessinyd by
tH&dIHIlEBZ 100 processes the probl em using

Lagrangi anmat hematics to solve for the n unknown
variables (i.e. the weight allocations to each

TRATIY q@@'oangM«@ Fat QHR. ﬁ{:vgsﬁr'[_)\/s 'vqllflg a}rgol i%{elg&@lg:}]ﬁf‘éi passive

constral nt necessa

I?ﬁr&bllcemrugmcrtgorqrmadarsaéslcﬁ cRESRE DESIdURG; tyBiehl
t%?ﬁ are enbedded wi ?hr n tﬁjetty% sm}b %8%§n estHEREs of

f.“’set o 353t thabpomaprase thepnifplies. Heyveatrogiven shat He
cBllISeralQ&efsQfd@IHﬂ?rn&%e ERG a%ﬁ%&ﬁeqﬁ!s | grthlllazt %¥¥ ﬂgqulﬁ Tee. they

EFM portfolio /'s can I'npu

Y H’élﬂl@lfﬁl]ﬁ)}l)ollﬁbt S0l aauhﬁﬁfﬂiehtwsisy a @@Hﬁddb@‘px@@ for their

he EFM.portf 0'S return must be set
ef&ggfﬁ}sﬁo&}qﬁ 1%1 tlﬁl%;:e%af‘l v§ry (i(i) g¢c§ tr‘%ﬂ gy a\él@en qqggtinpptmg gassive
port‘foimealﬁb DIS 100nHbdctste ANHONBS 4 RdhbY%-of TP

ates that the weights nust a %ﬂt%%%g/g{otrh}gtpme

S
o%éhe 18%{1|v ‘?Sts%ltﬁ Iyt giben Jarlbdlctmre(defbnecﬂ%l\}kredftet Bs$ 5 Statistical
Iokands glopn f ti.m sation exa
I nequgl ity gq ?Asng) Ar%l gteogg rngletﬁ"f‘f’ ihr?ée ’é’\‘?%gr‘rlfestlﬂ%lfld? fhut @rengt
lizmtedriebi [ ity to take "short" positions in relation to
EFMs, which is likely to be the case. A short position

refers to the situati on where an i nvestor
(1) The asset’s last quarter median price; |

—-r

(2) The asset’s last four quarter average median price; and,

(3) The asset’s last four quarter average volume-weighted median price.

The TIS 100 can construct passive value-weighted EFM portfolio estimates using the

followmg formulae which correspond chronologically to the three asset-price proxies

disclosed above:

Median Price, suy, X Total Dwellings,y, g,

Wy, =

Z(Medlan Price s, X Total Dwellings,y, s, )

e (1)
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sell s an asset before owning it (usually by borrow ng

that asset under an agreenent to pay it back |ater)
wa@r@etiisme buys t hat sane asset back in the futPCBAURG05/001586

is the direct opposite (in an econonm c sense) of

buying an asset in the ordinary course since the

I nvest AHJ%%H#% under a short sale when the price of

t he asisgt Fa I's %ﬂatug tggpnlrises). It is desirable

to provide such a fadi ity 4y

0" {°mvest ors as derivative
mar ketls based on underlying EFM securities develop. In
P § preiimnary casg, inequality (d) is a necessary
consty iEtMeéiﬁnt"ﬁeet,apti m sati on procegs. (b)

St andtaldne—Eptiri-sat KdutaWPwhlingspest to Risk The TI'S
100 t%48k in option (B) is similar to|lthat outlined
above cept that thé objective funct{@n and
constraints are altered slightly. The actual

met hod ol megiait heceT], Sx Sk, Uses to determine the target

portf ok Wm@mﬂiﬂb&‘zo}ﬂs&,he sanme. In
this option, YRheedlS 100 gbjective function is to

paximilse the Bortfolio level return (i.e. not to
m hi m its risk as ve) Jsubject to a dekired |evel
of rié 2%%”5%?%0%%?&%5‘#& ?tnéllg s illustrated
bel ows||n Maxi 'ge (a) w, by [chd§ lﬁalwsz-““"%"i =1, ...,
n) Subjlct to t&#&8Fot4 owi ng donstraints: (C) =1 /=i
(d) (Optional) W> 0 where all the synbols g@e t he

same interpretation as above and E(s) represents the
expected volatility of the portfolio defined in

eseMedioy frive isBgangdiasiring oA SLAL indime pprioches Toty! ddvalkings2o0;
SeTY. . ; . | DRt
oo BEiRELaD ] OPHEA B4Rl ARRYE serbierhhel pmiF Bl tpgecs

uniid o1 Has st hohss $r apitd dtiaskdd 10 ilHRE BekdiHgLin thE @ear 2001; and

c%?ce t ual g%vifj ilar to the stand-al one techni ques

SEies 15 the gum spildn S{de MigmgREEOdY- - apply to
all of the investnent classes in the investor's

TBr %posed, portfolio, including EFMs, and, say, stocks,
ord3s 10¢ wshapahie oHuthlining @aimbstoftidfeass Ehctivehpertolio

licable). In_ addition, .ther e a further ,
Bk FaTwoksanes o8 ot e TR wdesthiiShuspeon
oﬂieﬁéls)seﬁidlcﬂﬁgsa(fe? Ao tHPBEndR M Sas@Natd @) s'imﬁlf?rclgftiﬁlié@the EFM

al location to EFMs, as set out below. The TI'S 100
p@@}ﬁ i W@hwpxghtsma@qg @hihp aisk gad retyn attributes of the underlying assets.

This can involve a wide variety of EFM-weighting strategies based on the TIS® 100

expectations of the future performance of certain geographies, asset types, and
consumer cohorts, amongst other things. Consequently, these methodologies are
likely to give rise to very different target portfolio outcomes in comparison to the

passive techniques discussed previously.

Another more nuanced portfolio construction option involves the investor transmitting
to the IID 102 information with respect to its existing asset exposures (e.g. to stocks,
bonds, cash and (commercial and industrial) property), which the investor updates
from time to time, and the TIS 100 subsequently optimising the investor’s entire -
portfolio holding (i.e. including all asset-classes) with the addition of a pool of EFM

assets, subject to the investor’s preferences with respect to risk and return. In this
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Mnimse - (a) [/ r, by choosing W (i =1, ..., n) <v
= 1 Subject to the follow ng constraints: (b) wrf (/

WO 2006/1055@¢) WL =1 /=] (d) (Optional) w O0(e) PCT/AU2005/001586

(Optional) WEFM = x% where MVEFM i s the nmaxi num wei ght
attributable to the EFM pool as pre-specified by the
mavesst the T1Sv160 eart previdotls inpestrfydth m“whmlg bf srealth” asset-planning

|bu etot e remain asset ¢l asses
i B S-St Db e e T ERORE flsrc: s arsbion? in e aen-
Epmvdsgmscllaésé},eflned (d) Multi-Asset-C ass

Optimsation with respect to Risk In this second
mul ti-asset-class option, the TIS 100 objective

C Lfi sl h that it nmaxi
YREPreBe BustRAbns i PR S0t ietion Sopanaices are
diosset btlom. mhﬁse%ﬁoctddﬁrds lf§ﬂfn Bt oAb ?‘dﬁbfﬁiébﬂge'io@ Suift of
desired | evel of risk, any o constraints as

3lgqrithips atl%duwépfdwthq\mmmwtq efjinvegtars,lopn bh osssi taglrivg the

tQIgﬁt; ?Lgt%uts that a%)b ansﬂmtjaed%' meeaﬁt% lt lgcgthls? 115}?(!4%% r%te here that the
TIGbﬂ VA r)angv; of gdrtfol{@gerefanioh @rakdurdENMompsde WRB S8 H)mplex

mhol s have the same interpretati on as above.
E f}sé%%?s inyplying:Auits sdwipsed Anctigedties (g npmah@@sfpﬂ@) and the
I T 12, A

B S5 S AR ol e W eli et o S sy ppors
adijvidies. d'he eletilrcbaf:tlhe actibrk eled {HeOTIBal00 Lﬂeéﬂteﬂde@ Blsb W& tb Be
Cordgr{ {10 sel ect. félgeal-tlma EFM appl i cati ons
SUsHvpbEd algBmP‘t“S\Hr efge geaegatighan ﬁpe&gﬁélﬁ%mendaée capgities
(BAtiEigar?P ) the ThR AGR 10206, WtheU?H?e ﬂ@ fb@)tdan.@ ﬁ'rﬁ deRrmine what
sour ce EFM assets that nost cl osel pr oxi mat e Irwm
pﬁﬂfqlwon@mmt@ﬁ dechniges isnpy ikalyda n‘myumise tHENBilityl afmamgest

sf the pre-specified portfolio
@g?f%fgb nv‘éesS O&f' and, where applicable, UCPs 2 11,

- as |nputted into the I D 102 and processed

(a) Stand-alone TIS 100 Portfolio Optimisation with respect to Return ’

Under each stand-alone TIS 100 portfolio optimisation option, the investor 191 is not

required to transmit to the IID 102 any additional information regarding their existing

asset holdings. As such, the TIS 100 optlmlses the EFM portfolio as if it were the only
asset held by the investor.

TIS 100 optimisations typically proceed by creating an objective mathematical
function that is either maximised or minimised and then specify any constraints to
which the objective function will be subject. These calculations are all performed by

statistical applications embedded within the TIS 100.

To illustrate by way of example, assume the investor has communicated to the IID
102 an intention to secure a specialist investment mandate (i.e. one in which the target
EFM pool produced by the TIS 100 is tailored specifically to the investor’s
preferences) comprising an $X capital commitment. Assume further that the investor
has also inputied a preference for an expected return on its investment Y26 higher
than, say, the performance that it could expect to realise on a passive portfolio of
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by the TIS 100). Fig. 4 exenplifies this process. The
ACS 200 therefore conpares in real-tinme the data that

wo eocenvisact s fromthe AOD 202 (in relation to PEEAU2005/001586

application characteristics that the MM Ps 201 i nput)
with the target portfolio attributes and tol erance

tEFrMS Wt expracitigdid ibfpridteon Frdm IHediD QOQ aﬁ&' Qh@éﬂakfn% iishe
?tgogr es .of. the EFM assets that the A

R ORI PreceduEes dhe A% Hep @)@bkd@ pemmﬂmmtet theéhoMpRestor
&wﬂw et es fﬂe%}fjga pﬁf%e'i Prert@HQ gh%r%c oL sﬁf% b C?{)Ilgg)?l%mg

progress through sett

éﬁ@mﬁcywamhts td echsgeorf-asset-bevel AthbuAPSudR@s V&ridls$Rographies and
ﬁ?n S(I bl z (%1[1 manag[h the MM Ps' 201 remuneration
sys ey PYS HyorthePertRie s sxpestedyisk prefilasasspmingdhat the
requasted 6 ﬂnh@ irPREf t
arasus st eLo00 UARE OSSELS, B A0l
&Ddé%ﬁfﬁé invssieo pgreemid Pgeegd sithitice ﬂr:&ga@ﬁbn Bhe ﬁldﬂdaﬂﬂé portfolio

OS5 200 nus er th the, AWD 201, and,
g%?gruaé]&gﬁﬁmaﬁ%ﬁs i"P]E v g’h hﬁﬁ@ ]ﬁgéﬂwg ﬁwfomomn‘sb@pd are
kdft@utfnahsf@fnme&mtal fromthe UCPs 2 11 to the

applicant that has successfully sought finance (via
the MM Ps 201). The security that is provi ded by the

P R AIRP SR o By bR Bl oot i

hibjabt bythe vevekloPs d2sifet do@findl Qeﬂﬂjﬁfoaréﬂuﬁpge()é 199€per annum), and
vvare ouse erlod ntil such a tine as the contracts

?frcr‘?ﬁf;t gjnig ag ilfistratedhelow: e. they are packaged into
pools ovvned bﬁ-‘t he end-user |nvestors) O course, in

Minnest age(ag ap)w,alopriovitmosng pr gcess [ he end- user

i nvestors cam~hol d the assets from the very begi nni ng
of the asset-selection cycle. In addition to static
asset evaluation rules, the ACS 200 also utilises
W@th'éff@ﬁqvihgggﬁstﬁngs:"feed-for war d" deci si on-rul es
(al so known as "process control systens"), which rely
on real -ti L ectr c data transm ssions fromthe
ACD 202, t M5 T¥2"and the AWD 2 10, in order to
maxi m se the efficacy of its asset-sel ection
activities. The ACS 200 real -tine decisioning
procedures invol ve the conputation of so-called
distribut| Lg (e.g. deviations in the EFM
applicati on er portfolio characteristics
relative to that which was targeted by the TID 112
through the TI'S 100) whi ch are used for the purposes
of determ asset evaluation actions the ACS
200 shoul é&@ﬁjéw?a g% —:ﬁ:cept rej ect, or request nore

PR LR BB AR s iore G L M gr Biow of EFMs (e
t}[be"EILSS]IOOrdaﬁ @pﬁm&feﬁﬁﬁlgl PaYiodode el Fé@g?%iaﬁé’tgﬁxg t:sz) n}fﬁ{c&x%me basis

ractj ng the MM Ps" 201 i nput
forghe bt NS s isake atiaba |0fEENEsnne1uh$bmeég'roulls1Eof

%HHE‘F ndth se of .t he

5 Fi | at S{r%\?” Cwhi e hxﬁ el%ﬁe &aélsﬁ%ai ﬁtllonﬁ 66’&3@5 CPSWYGFB each
EFM(q)Icgmup af BFMs; 7; are the expected returns attributable to each EFM or group
of EFMs; and E(¥) is the expected portfolio level return.

The optimisation problem outlined above is solved by the TIS 100. In the event

constraint (d) is not necessary, the TIS 100 processes the problem using Lagrangian
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known as "signal" or "disturbance" variables) and the

ACS 200 preferred EFM application characteristics
whawedossme i ts real -ti ne assessnent of differ enP€FAU2005/001586

between the TI,D's 112 targets and tol erance

threshol ds, and the actual (i. oved) appllcatlon
math¢mitiss tcesulm for ¢l 7 nnltrﬂ@@’nw‘ﬁi@@@vﬁ‘é meeigli allpeations taggach

a1 SINES IR A B Rkt s

10D RPNESthE peotléh fu@i‘hg Rjubdrh6e pdbiaimhiag tohnighls. Mkveapabilites
signal " "and t set point” variables into its

ar@@nb@ldgﬁﬁlvmtmne@e arli&’ Wséadistenl epilicatioRones of this
process undertakes the required actions to either
mnimse errors observed prior to the actua

Eqvumﬁﬁéﬁh (2% BBV is e TIEN200 ApRERVed thebxpduvecdampitilitadf the EFM

can be classified as a "fee rocedur e,
pOdfolm ﬁhwsé car be inpUed o fhe&%@g?%ﬁﬁ&@éi?o ppmatcally:
é%:{ sta e @rgee%ﬁ%% ?oz§1%'iurﬁ ShREDL 91 e@ﬁa[lft@fHEElﬁ@e%tor s
ac ue. Mbre specifically,

réfbﬁed“%et Zﬂéhm ﬂﬁed s tar Wamﬂﬂttalssma@laklmﬁcpmlpm 60 @8@1@5
i ncl ude the_ use o

sigrhel b YorRbisgers g 13 1o Ol an o Rl e PE wlgidls
EP{M? Eﬂ etfx{&%t Bt %l%r%ép&%s%éﬁﬁﬁ‘isﬁ%r&%pﬁg '\Ih@(ﬂf&lllt}q@) is¥Bessary

00 si nmul t aneous use of
in ithef @emathatdherfs fiom imebilitit fogake ‘Bhdrt 2pesitbns hie redatonze gFMs,

SRR TBR IR ShTBELE Bl P AR ALt e g
self art ztb?et%ﬂér@ oM iR Glsualy E)ﬁﬂidﬂi)vﬁﬁgi 120 Akt urRias an mgreement to
real -time Iin response to application attribute

paiy riphack &derbgnd then Ny Phabeme; astes backeinAmpipers. It és e digpet

i ncrease or _decreas
orpASsaTo FreO R ot B F i iefiodf brlect Bk s e
inVd¥RAptofRE uhdee alshke |sdilb wﬁn dife frive ofiptl dseaitllsacabptthangrisss). It
rejecting the ACS pposed ternms and con

d ti
is dscirabledo pviEeyeh @éﬁ%h@r‘%w@ﬁ%ﬁ%ﬁ SEEYTEE YK Eﬁegémt 0
t Ris& Qe ROty G
B BV RE RO ARl Bl o e & é*?s“‘”y“ e
nep@srsﬁrﬁr&bhnraﬂrﬁmithenptltm'$at1carmocdse cal i bration of the
content, structure and cost of EFM marketing
programmes in order to influence future EFM
(b2 BRb e DDA &It AdshecPlo Rk Ch are known as
mani pul at ed" vari abl es). By way of contrast, %@O
Thef B8t 1 @Ratekk inaegsisn- (é)e18e§umletmo @@B@@%ab%%&e@t t

o0 HeFm AR RpAL: g

TISY $0®0%s té Deceint erttargst porefbliv eekhth is hotvewd ekERhially the
mar keting programres, and the ACS 200 real -tine

saggci si oni ng outcones (which will be in part a
consequence of ex post data collected fromthe AWD
210) that are attributable to

1In this option, the TIS* 100 objective function is to maximise the portfolio level return

(i.e. not to minimise its risk as above) subject to'a desired level of risk, and any other

constraints as illustrated below:

Maximise () Zw,r, by choosing w; (i = 1, ..., n)

i=1
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the characteristics of approved EFM applications. In
such events, the AOS 200 process control system
w@orp03s36 t he di fferences between the target amdI/AU2005/001586
observed vari abl es and undertakes the appropriate
asset-sel ection actions. This involves accepting,
SuBjeCb tRGfoMowirgf Rhktrdigtsan application in real -tine, or
electronically transmtting information directly back
to the HD]éO§;in ordg% tg effect changes to the TIS
100 out pul® Zntli*h8hce {fi& data stored in the TID 112:
Al of the AP 200 st eps above are undertaken on
either a batch or real-tine basis by an integrated
conmput er systemthat has been designed to nanage
advanced grgffss_ ontrol technology. In summary, the
ACS 200 uf¥ ,_I"f"’s_ lectronic links with the TID 12,
ACD 202, and AWD 210 in conbination with its static
and dynam c feed-back and feed-forward deci sion-rules
to minimse fluctuations between the target EFM
portfol i o(®HApHeR® Ws&lcs generated by the TI'S 100 and

‘th | EF icati t hat ' d. :
R TN THERE PO T —
elecfe8 BRIty & hé‘?bl@flﬂio (L findaih pR&hdeROthE REm &MsBRn 28 lwas in

i'nputted application data and processing it agai nst
thelvdjead®: fik@losinng) enmedinicty shoves, and t hen

subsequent |y agai nst nore sophisticated dynanic rules

that involve conparisons with the target portfolio

(9 NAIIACA 86 STk COpERBERS RN YWshbdt fo REygrnTI D 112 and the
attributes of previously approved applications held in

They $IRIO0 2@ ti-a658f-clps R ISEH GRgPrasegHEes §ra eoneerdualiy seilaptp the

i L1 L ent._; t i
AR B AN ) USRS R0, Goph 01 A
ingeagreapdiyssaid thomseiers popodet poftlioMydivdyi g BF Vs candi-bdy

contracts' fterms_and conditions on a bhat ﬁghgg%éigiggdthere

b
stpeksy Befidst §ath and ethet ak esiiprS e §VRPP FPRIE
may B8 %lfﬁfﬁlﬁ@tcﬁﬁ‘stﬁa i vﬁl%?é:{)ggcﬁé(‘%@ést&f (shdVER S RhSion PFan) stipulates an |

Inputted Into t I nputting i nformation
ufref bemtd ometheir @bitédivi allgcazngo E¥dlsees sebnuehalaws) back
into the I D 102 so as to influence the outputs
produced by the TI'S 100 and hence the data stored in

ThéeISF1100 bpBinidabdn Pyobdsth 6&domesmanagi ng the MM Ps' 201
remuner ation system such that they have strongest

Ngossi bl e)t E’\;cent i Ve tg source.EEMs applications that

WFRYT ) B *dkfec CECT OIS ¢ Rd> TriV112 while al so
continuousTy calibrating the MM Ps' 201 renuneration
paraneters though tinme in response to their observed

per f ormance; and, .
Subject to the following constraints:

() S wr, = E()
() i w, =1
(d) (Optional) w, 20
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(6) Settling EFM transactions by transferring capital
fromthe UCPs 2 11 in exchange for security (i.e. the

WORIbQeg§es cont ract s), which represent the | egaPCT/AU2005/001586

enbodi nent of the end-user investors' clains over the
underlying collateral assets. The sanpling of AGCS 200
procedures qutlined above will now be exam ned in nore
detail and %éﬁ)@élf)ﬁﬂl‘f’mkmom as ACS Processes 200/1
-200/6. 2.1 ACS Process 200/1 The information stored
in the AOD 202 supplies the ACS 200 with access to a

vt 10ig4,dé thednsiinhl WEigkhatiBaiblits e
ﬁ’ﬁve” ng the EFM appl |lcant 1s prgf| maj%gl 952131@ specified by

dBYRsIOTCirara Hie tat p@r&gho eetghist a’fmbgt%teﬁ,o the mmmmdg asset-
PRAREIG Y StiekE R R BHPERFS RS P& pivwtoniy defined.

2020 by the MM Ps 201 . The ACS 200 electronically

F“ﬁ Z@ AS rel evant packets of application data and
Lsggr ab‘e@ﬁr‘fg’sﬁ@o'pw%é@ﬁ%@o Bks data through a

t |
e
s(lrg)ltlir lechathpt it nmﬂirmses&b@mvés&dr ol @bﬁlﬂfoﬂyvd%l Y&ﬁrsn((? e 3t does

or_ attache

det ach det ached
‘%Og ¥‘ém§?/g§“?el%a %%g’n?)é@ﬁﬁgéo\%@eﬁlé%@lﬁ@lch)USk(adlﬂ(a‘ﬂh@ther

PnoRAhts s AlREARESEHwRddress (this may invol ve one
post - code, or the appl i cant sel ect| ng an SLA that

nco asse [tiple st - codes (9) The applicant's
I\?ﬁ’fl}né n@)g ’(g’?' V(Ehjoe“il}ge’i’ t e EFIWWl Il be a senior,
st and- al one rrﬂ)rtgage or subordinated to a prine

i nterest-bearing | oan;(7) Wiether the EFMis being

ed fo first property purchase, to upgrade from an
@ffoﬁé %éwlngéoﬁsérﬁ%nﬁance t he househol d's current

nortgage, or to release equity for consunption

pur poses; (bB)Zme e@(@ﬁ prime interest-bearing |oan
and i-nterest igat € (e a standard vari able-rate | oan

wth a 8. 5% i nterest rate), where applicable; (9) The
requested |l oan-to-value ratio ("LVR') on the prine

i nt erest-bearni ng | oan, where applicable (e.g. 50%
60% 709 f(c)X YO, ¥he requested LVR on the EFM (e.g.
10% 15% 20%; and, ( 1 1) The applicant's m ni num
deposit expressed as a proportion of the value of the
proposed property (e.g. 3% 5% 10% . Note that the
rul es dat gq)quipkionasl wabeve are non-limting exanples of
the rul es that

(e) (Optional) wg, = x%

where all the symbols have the same interpretation as above.

3. The Asset Origination System (“AQS” 200)

Harnessing its electronic connectiens with the TID 112, AOD‘ 202 and AWD 210, the
AOS 200 employs a range of static and dynamic feed-back and feed-forward
decision-rules in order to select in real-time EFM applications submitted to it via its
distribution agents (i.e. the MMIPs 201). The AOS’ 200 ultimate objective is to
source EFM assets that most closely approximate the portfolio preferences stipulated

by the TID 1 12 (and hence which satisfy the pre-specified portfolio desires of
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ACS 200 will require in order to conplete its
processing function. It is also likely that the ACS

WQO®emnisle r ecei ve additional data stipul ati ng MEAIZN05/001586

or not the applicant in question has been approved for
the pur poses of their prinme interest- bearing Ioan

BTt AR A GEIECEs et GruBd b BELR {6 £ prdcessed
@eﬂhem neo W'Fi% hﬁéxehﬁﬁﬁ@@ﬂﬁd ﬁ@éds@ NTRY ROSERPRRerbfort @@mpares in

preI|n1nary approval phase.” Once the rules data have
ngelelimehedata that ibgxtrdsts fmt@ofaobﬂ@aw(zmlan@mt@ﬂm appheitlon

S B 6 SRR Tl SO B OFRLGROE, bATinct

tstemme thagkhb I @lrcwadéchﬁy the hﬁpwmgana WLBEE 6 ¢hd fé@ﬂuTés' df®he EFM
procedur es e MM P 201 i nputs EFM application

3@%&%‘[ hptthe A&ﬁﬂ@gms a@teé@ ezaprOVAcb@smed a@dthfac@esi fir¢ra the AWD

3P 4P TP R0 01 i sttemen
Bmhj ecits tati¢ hel dlyrfaﬁﬁ«t«ldé(ﬁﬁmﬂhﬁes BxtA@S 60 [ﬁlﬁ)ﬁ%@}ﬁonmble for
application data fromthe AOD 202. Step 3:
pigeieg dasMMibs| 201 remussration ﬁa(ﬂteéns,;\c%u@@@g ithe EEM (rataetaal

t&8 ih BldePVY BfircdFhe apird ﬁtrﬂg afﬁ?@ lbh& ﬁgigalﬁn%%ethgmlﬂffd f
yes, proceed 10 nextt FUle: no, Stop process ore
chajges tn distrifation aml mhdkeMIPnRA2 by ochsaingnadhatejreigieographio

MM P 201 | t
b A e300 RO RERS! wih b 82 2] aadcpree an
PR plicﬁhd)r?ﬁ@?se&@h Y a@fﬁﬁﬁ'ﬁtﬁsthe FhiRE& I %hﬁﬁ@cﬂ Qi gl@tlﬁ:Ps

int ACD 202 and S|gnal rejection to MM
2RBto @aﬁpplmnh@pt hasanecestpliy soughiefinrnae (miatheddlvilPe am) The

d t
sgc%pgéfshét is 0\¥ S @P g t%gg cap Ol{l%}%f:(l}?ng% or A‘Ej}'me éshrgpe underlying
EFiM) Ekﬁitrafzemﬁldh enwhere MppIRaBIR held BptHRATCPS21h@r the duration of
appl i cation, for a senior, stand-alone EFM or for an

thepiarehoyse pptiod E‘?&tﬂﬂlﬁbﬁ* timaas 8¢ coptractpire fermally securitised (i.e.

9 3 L0 ) SFBR 05, BBRLHERLAAD GPLRT o

st'aing:a?piiﬁl EodisiMDraddds tieetnd-user investors can hold the assets from the

very beginning of the asset-selection cycle.

In addition to static asset evaluation rules, the AOS 200 also utilises dynamic “feed-
back” and “feed-forward” decision-rules (also known as “process control systems),
which rely on real-time electronic data transmissions from the AOD 202, the TID 112
and the AWD 210, in order to maximise the efﬁcaéy of its asset-selection activities.
The AOS’ 200 real-time decisioning procedures involve the computation of so-called
distribution “errors” (e.g. deviations in the EFM application or wider portfolio
characteristics relative to that which was targeted by the TID 112 through the TIS
100), which are used for the purposes of determinirig what asset evaluation actions the

AOS 200 should take (e.g. accept, reject, or request more application information).

The two general steps that the AOS 200 undertakes when administering its

decisioning systems involves at minimum:
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20 determ ne whet her any further stand-al one EFMs can

be accepted. If yes, proceed to next rule. If no, stop
WEe@6As3S76 sStore rejection data in the ACD 202 BETAU2005/001586

signal rejection to M P 201. 25 If the application is

for an EFMthat w || be subordinated to a prine

| n(l pAdist eXieating thel MBI s’ X0 ngmtttcd deiatfronm te Ad@DéZOQr A0S

TID and A and, det er ni ne whet he furt her
s ubo%@ff wae%laes\/%/él f?@ﬁ%é@%&% Sgplicgyts PL a&”&b‘@é gud
Lo ngte Efth6ir célﬁat&glz (W%(QP 1rPfh@‘t’@c'ﬁﬁma§§r95&s E@ﬂlt?(ﬁtlé)ﬁébn are

data 1n the A Ignal rejection to WM 01
. R5: kifgven hmtstgmh’earpdmpnbarye’t W@bbﬂhandttbe géy rQéJQIpmferred

| oca he acceptable limts as det er mi ned by
Fof o ERCa it b bR s e el R 9SSR OF

Pr ocg@frdred Wokvednthe TID s 19 targtd Bn@’fdl’é‘r@ﬁc% thﬁ:%l%l&s and the
rejection data in the AGD 202 and si gnal ection to

MM Pacted (i.Sapproed)lapplidasion piitibwes stomdfnathesés 210 (where the

cvar apveit i BBEATRT AL Gl bxsTBies Wi s ebapine

t he {/@ja@%) @pddata in the ACD 202 and el ectronical I y
transmitted its decision to the MM P 201. Step 6:

t k&) BhpROSaA00dherigputs she diffpspntials estiveatediingd) b@tﬁ@emtls

200 & L I

t he h*%?%?sch iﬁ%te scg B{ %giaglgﬁféﬁ té) Hemﬁor{ ﬁﬁés aélﬁl%%seldoon the

. appr ewtesmesfflthie ptdcoss whatAaked tHeh@quﬁW& aﬁtl&aﬁ)s to'Eh@er minimise
application has now noved on to the sett|enment phases
of tHEIPPBEECHNEYT [q e agtyal ‘scttlemgnis 98 fingh approval Bre

et h@%ﬁk% eé«hiéﬂ%%nﬁopaaé@e@&% %@éfa?%gi @H&&Hﬁ}e gal ly

processing sonme of its nore conplex ck and
fee dmfmmmredodaectrawn dvnnpost-eppiova et snd thsrebg fifivende future

inill atl ve Rules 4 an ar e .now di scussed
i s leion BerfaRee PGS p Ao CROB S B ifet or i e
whet her an EFM appl i cati on shoul d be accepted or

rejected, an initial conputation of differences (or
Merar smeglﬁcglg/ g PP a6 ‘feed-forward” asset-selection processes include the

use of any ex ante (i.e. pre application approval) target portfolio preferences that
derive from the TID 112 to screen current EFM applications (albeit that the AOS’ 200
simultaneous use of information from both the TID 112 and the AWD 210
encompasses elements of both “feed-forward” and “feed-back™ process control); the
dyhamic modification of the EFM’s contractual terms and conditions in real-time in
response to application attributes inputted by the MMIPs 201 into the AOD 202 (e.g.
an increase or decrease in the EFM’s cost of capital based on the applicant’s
attributes), which in turn impact on the likelihood of the applicant accepting or
rejecting the AOS’ 200 propoéed terms and conditions; ex ante MMIP 201
remuneration strategies structured to maximise the probability of the MMIPs 201
sourcing applications that most closely fit investors’ portfolio requirements; and the
calibration of the content, structure and cost of EFM marketing programmes in order
to influence future EFM application patterns (all of which are known as

“manipulated” variables).
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bet ween the idealised portfolio characteristics stored
in the TID 112 and the previously approved application

w@raosi1isres that are held within AW 210. The PCI/AUR006/01586

this analysis is then processed by the ACS 200 agai nst
the data extracted fromthe AOD 202, which wll in

turn informthe ACS 200 as to what actions are

AYpropet contragteAQS 200 ¢ Egotl;barks] ass¢t-selecti@mpres¢ssesinelude any ex

RO LGB0 bl e WhEv b Pnee ot BN b and Prvicos
MNP 308 ieafunctidn BYLERE, BRCEMtRE, strﬁaﬁﬁtﬁﬁ.%oét?cﬁ:ﬁ% Whrkejing

the target and actual- attributes stored in th
aragrarpacsharl $hieA OB ea(fbisel-tinat yycisionisg nitiegmeh avhithevill be in part

' [ t10 ai ns dard tern d
OBt b o) e Bec it Wb B SR G RPedle o
grercharatisricids@f apgrovid EFMOpRéation® 1860&F @lenfsOA vdres
the actual, function is based on differences between

PIRECSS SPRER] sy pipm; computns thendiffarenessibstwass thevaigst andhobserved

f | inated.di fferential
PR HTRRATPI S ok DOl e BB S S T
mt t t_ihgo{ej wtnﬁmf Ire'faxeilﬂg rafx %pftalﬁiaﬁbly )mI @Qldti?&_ear?eﬂ)&%{ﬂ:cﬁlly
attributes at a .to.the applicant in question.
Bk TomRaorcaiectichytis e D 1P2sm onder o it ehvmses 1o the
113 No@Blo sl Mn VAL B6h Slob S ih G TRIA. 1S a function
of two variables; the target characteristic, TG, for
attribute,

/
vt s T NEC A Co

ameifiepAkedsdomtpiSer s§6t8fithat Ma$bQnYesighed ®HhaRAGEbEPSiced process
previ ous transaction history, incone |everage,

qosupltednplagye ratio (i.e. including the first

nort gage, where one exists); the dwelling' s |ocation,
type, price, size, land-to-value ratio; and, the
IivstuRinery? e AOSEXN0REs IEd] VrokidTRIKD &ighhe TIB 0D, O 2oEFMd

igination history. Ki are constants used to wei ght
Atq&@g?]g% PP IMAHAR XEthafs skaticaad dypamix feed-back dad &@d%t\lvi@d
dYEIBIBR-rRRY R @i i { I - ;
di ver é ence sfnméfntliérq})tr&n%gﬁ%%&%%ﬂg éaﬁgetrtr%{@ P %tahioc ation
chare¢teriwive gsnerdied by TeeTE| ifOrant! ind s tifall BEM applicatiotisithitses
' following fashion: If e >X then the ) )
shilol P Rk AN AtakiBE b divaltessnirtloubS oty Hosensen inchuing
t he next stage of the evaluation process. This

information is communi cated to both the ACD 202 and
t Ha) Bnirectingrthe YEYIIRsO 39 L ayputterbappbipatiopatatoand protdseing itraghinst

pl ac 0 . ntrol far. fraudul ent behayi our,

Pho R 950 A7 atl MR el SPEe By et more

i nf osophiistionted dghibic rples MHat FWOFEe S6InBRASsonb HithhBY arB8 $Brtfolio
r

stored by the AOD 202 to ensure that the consuner
and/ SRR HFIS0es pontpmedhwithingbe TH{ 1 2ramd thelasitibutek ef/previously

vari Qﬁﬂr@%d(a%pﬂqaﬂo% ROR)in R AR SRRe U hg

(2) Transmitting signals to the MMIPs 201 to adjust the content, structure and cost

, and the actual applicant characteristic,

of their EFM marketing programmes to regulate EFM demand by geography
and consumer cohort;

(3) Modifying the EFM contracts’ terms and conditions on a batch basis and in
real-time such that approved applications most closely match the preferences

of investors, as inputted into the IID 102;
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probability of the application's success. If, on the
other hand, e X , then the application passes through

wao eoobhesssecond ACS 200 eval uation stage, whi chPCT/AU2005/001586

i nvol vesthe use of a nore sophisticated contract

cal i brati on al gorithmthat IS responsible for

det g&t e cont ct!.s terms, and conditions, and
111

nglgﬁi)@ﬁg%‘tgqg(ﬂ@setge}gcuwm) back 1rtto
Pr oc eﬂﬁa 121@ Q62 sb Bs tohﬁﬂﬁétﬁ@thet &ﬁﬁuté ﬁgaﬁ&wﬁ@% g‘i’%%o gghhence

satisfies AOS 200 Process 200/1
has t He detaetet yn the THPoldéss a nore sophi sticat ed round

udSl PhAEL:af el Bhg BENVIMIPS DT EeraierignsveteBhaich that they
shoul Havfemtl’éng’é%ﬁ)bd)s(éﬂﬂé ﬁ’t@elﬁﬁ‘/e PBARYERMs ab]{)‘lhcraﬁéﬁﬁﬁﬁ?sahgfy the

this question, the ACS 200 can optim se

- cont r aecigtions Qféh%tHD doh d’VltﬂeOlﬂ'@ qostiguquslyatalibiatiyig thad MBJIPs’

the c reciati t he caltal
depr e%ﬂa{elﬂon ar R?ra?“ﬁgersi ﬁ'P‘é&‘@%‘Pe FhieaP Itsﬁéo theisokperved
yi el dperﬁmuamre hﬁtﬁ prepaynent provisions) based on the
2@'#@@1 of the difference between the applicant's
ng i drepsactienscy tanaferting gapéitlirore dhalUCPs BUE &5

deter [ ke 200 Proc

2001 1 g o AR P P A S S R P ap e i toeal

act uaimtadimenrutf és aidarsedinyestérecldid ohd2thanedéiand VW lateral

210, reﬁigectlvel y. Once the terns and conditions on

whi ctf EFMis offered have been conputed, the ACS

200 electronically transmts this information to the

MM P 201 by way of a real tinme connection, which then

Thefsampling p A@‘Spmotmmedufes phidinkd aladveonititroache daidhddin more
nhent this ess, O transmts the

dg%Fiea\ll}{an "4 ?Jrﬂ? gj?ﬁvi’rb?f %Qg}r?@5§%$9®@@ Even if the

appl [ cant deC| des to reject the EFM offer, the AOD 202

have stored a record of the terns and condi ti ons
2|]nA9§é)§P?eéﬁ29Q{rl future eval uative purposes. In order

ARSI kO P AP0 bR R0 PR et e

dfﬂuﬂ@d $1mr& od«:hmstehk’t&-lﬁhséd e4te BdvesgrRCEEN llgarﬁ’%%ﬁéiﬁle (e.g.
vari abl es. The cgal cul ation of the EFM s terns and
ARG MFCHEo LTS Addregsn crepit higtary, Rrapeses praperty sdogasiom prOposed

pﬁ)p@ff@typ@; éta (\@)ich-rllih% b@éﬁ@ﬂéé&&%aﬁy?ﬁg&@ E tILIIe %BWZ(WO by the

based on di fferences between
W{RSI Wt Eke 461204 aledronitaliy alktye&tﬂhel mie\rahajswkets f AbBication

oL By B BPOTE bl R B i eion
ndet Foeekaadpiy) ke #ital aasemmr&%tdaﬁtém&ﬁgysst& LR, t he

relative characteristics, and P is maxi mum val ue
of the differences. To ensure that each contract is

. cq j bﬁ‘ﬁE%ﬂpi?c%B{?Qé' ately, the nobst onerous pt)ssi ‘blqe

(2)  The property-type (e.g. fully detached, semi-detached, or attached);
(3) The tenure type (e.g. frechold vs leasehold);
' (4) The property’s proposed address (this may involve one post-code, or the
applicant selecting an SLA that encompasses multiple post-codes);
(5) The applicant’s current income;
(6) Whether the EFM will be a senior, stand-alone mortgage, or subordinated to

a prime interest-bearing loan;

61



10

15

20

25

30

ternms utilised in equation (5) are once again

enpl oyed, and if: the AOCS 200 chooses to conmunicate a
woriobilpisiei ty of contractual possibilities bacRCTAUR005/001586

the MM P 201 . (CQbserve that if Y K (TC- C) =P then

the equation (5) terrrs =1 are the only contractual

oppeart to t a cant as their '
OPERL  Wiietnty e Beibpiod SpPfist SRBEm Bk ungrace

er ror hamds ean€indBSm300 réfmts 8 HohiehBRSd CLﬁrPén'E Afrigh€e, or to
possi bl e ternms and conditions in exchange for

appr ovieHgse ¢ty dpt ¢argempiion pupeses;and above changes t he

o Efy e OB Brohh SR T AT e Pl  endace

i nCI ud&rlabletra@rlealﬂﬂithhl&'ﬂ% eiferest rhte), tWhef@i}ﬁjlﬁﬂEl@ to the
deggg tion of the EFM cont ract\&[{)ar aneters): ( 1)
egpsteddpan-ipyale ratip £5L AR ). op-the Emmee@t@tesbbearmg
capit ( R ¢ apital (4) a 1:2:1
EFM cglg%mo er@pnlph%?ée? ;Mﬁ%g/"zgééﬁn cost of capital;
(6()10;1 mheZeqxleEt%MLdDRtonmtﬁe ERi(t.gl 10%,7)5%, 2098); imEFM cost

%?_K)]Ltal E% a 1:3:2 EFM cost of cap|tal (9) 1 3
<1 nt's gyniram dengy)t expressgd@s Emmn%%@n @ﬁthe valte of
calt 6,2 st of capital in

pi t ahe p %o&dlpré% g§n(§>§ Y942 sgp M%9 P

addition to a st t 1 me- dépendent interest rate,
and all derivations therein. Either the ACS 200 or the

R R T E 6 EMETE AR R SRR
AORB 20076l RasRe irFhlktioSbhiiphud it@ﬁo&é%g %ﬁd@loﬂhlt %alwﬁkely that

consuner interfaces directly w

therOR 288 Wib recging adNitnalodata fmp@laﬁmgi Mdmethes@r mcn thkemﬂmmen
t
abdMofBRL b ANho R €O R AC LR o DL R I NGRS Y Bt hn o an. This

erns and condition
dstachn Be pokived 88 the AD,in advateeoP6PJubsé nml fildcessing the rules
ﬁresents t he bounded nmaxi m sation of the calibration
&% fosistermIngYRathes dhgoanplicating mepetosses tfhe prafisviaary agproval
pﬁ%gl pul ated by either the MM P 201 or the ACS 200. 2.3
ACS 200 Process 200/ 3

Once the rules data have been extracted by the AOS 200 from the AOD 202, the
various static and dynamic feed-forward and feed-back rules can be processed. By

way of illustration, these steps can involve the following automated real-time

procedures:

Step 1: MMIP 201 inputs EFM application data into AOD 202.

Step 2: AOS 200 identifies the arrival of new application data via a real-time
electronic connector. AOS 200 consults rules and subject to their
requirements, extracts relevant application data from the AOD 202.

Step 3: AOS processes initial rules. Simple AOS 200 rules include the

following:

R1: Isthe applicant’s age over 187
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In tandemw th ACS 200 assessnent in Process 200/1 as
to whet her applications should be transferred to the

W@ ombnesste cal i bration stage or rejected outri gh€T/AURE®S/001586

ACS 200 also transmits targeted nmarketing feed-back to
the MM Ps 201 as a result of anal yses undertaken by
the ACS' 200 advertising output algorithm This

al gori t hm noni t or s 1 Kes, Apskédctatrieshrudmur ci ng activities

Che A0S 200, whor e | REsSOBRERES IR IR yRER i R)p 202

determ ned by the A@Bsip@l] @efiod ioTMARG¢ONdi tioned on
assunptions regarding the application sourcing inpact

of relative rates of advertising spend. The ACS 200

of cach Wi P 207wt LhabcilhF SRRRLER: baeRED! RiRoGS
operates on a perceptaged %0% ] lles. as a function

of different application characteristics. The

al gorithm s two prilfieaseholdirptop atdcesns stoed @feetib® dath I) the AOD
the difference bet I\%fn ihe ctual and expected sum or :
rate of applicati on’t 8REELRYAYCCURGO I\(i%n?@ﬂb

di fference between the actual and expected sumor rate

of application approvals. The sumof rejections is

gi ven by: n S AR3:TCaf ti@)applicdnt §ugiply Teanimatematquired deposit?
rejections is si rrplfy the sum of rejections over a

given time period: IflyeR pgrogeegito hextrilp. > T2 ( 1 1). The
change in the rateyof rejections is equal to the
difference in the Fgl%oé Sr%é] ROFT SO &f cf}P]?rél?‘tavéﬁetP‘é ARD 202
denote rejections aid dpmll redtionns Mpasedopn each
application characteristic, , that can be influenced

by altering the value and conposition of adverti sing;

TAP represent spyhert G f lication

sourced, and TtR ﬁarlg,t{?%gé%ﬂg er af;?{:ggergggg%ﬁg-tagoglev%mﬂl\% c%rﬁ%r an
ratio of rejecti onEFMnhhngillarmugbmmtqmetbiaqﬁimd teRéstBearing
to determ ne whet hﬁﬂﬁl"} he application sourcing

activities of any P 201 have noved in line with

that which was estj.nated,by.the ACS 200, the al gorithm
can undertake conputa ?pé°ﬁ‘§th9“’Flﬁ%r%§ﬂnF°6vﬁt?f§1'ﬂPﬁ?jg£ M extract

., t TAP, -where E{ditionaP dadie SRHP TEOO1eXPEf SOWMIMIQ and

of rejections. The_ introduction of expectations
enabl es the ACS 20Btermimpwhetbeiossl furthonstand-atdne EFMs can be
performance of each MM Ps 201, and can be used

I
.in the context of |ﬁ§%ﬁ§|ities (10), ( 11) and (12)

If yes, proceed to next rule.
If no, stop process, store rejection data in the

AOD 202 and signal rejection to MMIP 201.

If the application is for an EFM that will be subordinated
to a prime interest-begring loan, extract additional data
from TID 112 and AWD 210 and determine whether any
further subordinated EFMs can be accepted.
If yes, proceed to next rule.
- If no, stop process, store rejection data in the
~AOD 202 and signal rejection to MMIP 201.
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" ratio over tine;

I medi atel y above. Variables that can be altered
t hrough the use of advertising include the applicant

wo ywe/10387¢). , first time buyers, upgraders, refPCEHAU2008/001586

and retirees), and their age, incone and |ocation. By
focussing on these application identifiers, the AOS

200 is (throughRit e detthe BRPRI-bPeand yis gep@aphic ieatien
an influence on th%vzﬁl% Hl%lac@egpfb?evﬁxggp%oéet&;rﬁned by reference to
appl i cations' exposures to certaln

cohorts, dwelling &Mﬂéﬁ)ahhmgﬁhgﬂa%DEMO?eglons In

parti cuI ar, the output of inequality (10) above

i nforns the ACS 200f pfs, pliotdedrtenexsulen t he rati o of
rejected applicatigps to the total nunber recej

relative to its préfBRrdep PErEPaiice pifcRar in "¢ AoD 202

inequality ( 11) g'aﬁc?ﬁﬁﬁil(?eﬁ%o%sto@f[ appge in this
equal ity (12) provides the

first derivative of the rates of change conputed in

ne ual it e, hi her er deriyati
e it e abbicain inth SN ChesrbRaBRr e &R R, the
cal cul ati Q%luht%ox%n@@&ﬁ 8RB BitteltHNADSOM 0 as fsﬁ@ecpﬂh@ 8&jeon
the derivative advertising al gorithm outputs

outlined alsia the A0BIG2aadedectronichily aBMEYR! dndeciiemto the
the toler e greater than T1l, the ACS 200
notifies ?\EWWLS 201 of the results and thereby
provides themw th information required to adjust

their advert|3|ng progrannes to iInprove application

S&fci ng. ithe applisagpr §oesaatisly gl dhg mlashike 80 Fragpmit its
(stored wi, gﬁ'o()altd}@lsﬁg? %%"lz-}lm%rtg tmwdlxvﬂlef %t(?ﬁeeﬁ&ne time
to those refatin he rejections acce nces
data indi csatdeng ﬁue appuoibed amﬂxdatvcaidﬁa mfthEEJWBdeOI Thd | ons

t hat have b appr oved b he égs (f ove mf,

These in ta HP’SHP%WIH{O 3/ pdac gatt %‘Bfﬂtpi‘ heat

are prepabggmgﬁhgqﬂ% EiMs and which have proved to be

acceptable to the ACS 200. The kinds of algorithns
that are used to analyse this data incI ude the :

I . : -
ORISR e AT 880 uht et Bl 3o oine
&8 of RerolBeinplOnfoe@basly sidefed-fdiahrdddrisir@sregiRements (as
estimated errors_associated with the attributes of the

redsrresierin plstraye Bplss bwad S rhared pist novadisessedsingreng deiqil.

the AWD 210 relative to the investors' ex ante

preferences as originally specified by the TID 112. As

Imatdedfop ilevA 0809 to téterniESwReheext EBRE appficaiontsheulAG®
ul ar _and

skahiatr riried & ot o B AT { %ﬁﬁncsﬁ S1TeTSp FotRdpriaken
bdMeE$ the idealised portfolio characteristics stored in the TID 112 and the
previously approved application attributes that are held within AWD 210. The output
of this analysis is then proéessed by the AOS 200 against the data extracted from the
AOD 202, which will in turn inform the AOS 200 as to what actions are appropriate
(e.g. accept, reject or request more information). In this first series of algorithms, the
AOS 200 estimates whether the application information will satisfy the preferences of
investors (based on the target and actual attributes stored in the TID 112 and the

AWD 210, respectively), assuming that the application in question contains the
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201 (randomin the sense that it is difficult to

predi ct whether a particular applicant at a given tine
wowdok/168876 f or exanple, a first-tinme buyer, an BXI/AUR00§001586

owner, or an elderly honme owner; whether they are

| ooking to take out an EFM agai nst a det ached house,

ter (3:e or unit; and the geographic |ocation of the
%c%aé {eyrnp ﬁnchgfggigtp%q I(néoagncugydhgyalcmumgﬁthe error function, e,

€XH§p§ﬂﬁe éﬂ@hﬁb?ﬁ and Perth), to name just a few

potential “parane €rs. The estimated differences
bet ween the approved application attributes and the
characteri sti cs that were requested by the TID 112 are -

Né o the HD 102 by the ACS 200, such that
e”cd put |ons of the TIS 102 can account for the

evol Vi ng corrpl exi on of the actual pool of approved EFM
contracts. is self-evident that this feed-back

h ortant to e ongoing apility of the
plisss 96’ oih ﬁB‘FFﬁ? ehasgdso %@@{en%%* ?e@ﬁﬁ%\@sw iEpplicatign d
chatactebi¥tidsNhedhtn W@rard NRRREOK Sf the %{3& ?@%@ﬂm@%ﬁemal

are at least five potential methods o
bebtitandhe airabutesroradi e TIDEE anditicchWa) 21k nswntlasd (1)

pr.opor t 3) praport.ional . pl
oA et ses i BIPRBIeh ALl frothe Bhelegal o thac i
proporti onal pI us integral plus derivative. In th| S
context, the ACS 200 "mani pul ated vari abl es" i ncl ude

_g %EM Qp tr '"s ternms and conditions, the
nefatl n su plied to the MM Ps 201, the quantum of

f| nance avail able to each applicant (i.e. the nmaxi num

LVR), and any advertising signals transmtted to the
pul ated variables is used

Ps h of .th
"Wret (S ﬂﬁs‘ *Qgﬁgmfcaaal}fbﬂ%%ﬁuﬁ@ apR g 1y afunstien gf freyasigbles;
tigoiatdeoth AR dinee) Rg,' 334 attﬁ?ﬁ?fgﬁl £%1 8k a%élgaﬁpﬁéa%t gHérFét&% ic, Ci.

in time-steps bel ow 1. "two positi cont
The assesseq @halxctapﬁ1csezslncbade; lvut ereidt ,llmftedpcpxl theapplwla&tfseagé sex,

d A aneters,
r%'agxe f]lgal ?r%ﬁ]ls’pu% {ﬁﬂ a%e ugBlilt élggr |pfeé’1‘f‘}§|t§an§%°tlpﬂ @1story,
ir&bmalle\&trageoroﬁh%—vé‘l% ratZ0@.e PinOIGEHS tRORst Rlortghge, Whed Gt
t.he nnsé ﬁ ntary. 2. Wth AGS 200 ' roportlona
e@gﬁ} kit w‘f_.l aBaIp,éyged pvgq, |sg§4 land- By yglue r4ti®; and, the MMIP’s
20'?&)%5&’61{‘ %@m‘&‘k ﬂleﬁﬂ)tefsﬂ % | 0?{41 %'Elog lh#s%or?hg | Ge

value, p , where the
cmtanpﬂnsad édweight thb Ire‘z‘lam\se aharamhﬁ@tldsb efieX iiSasizneted akie upple
err,or tself is de |ned ﬁs t he targgt val ue | ess the

b pfithe, S af aeeptable Agakdiv eaenrss. ea  thoQe2@hestiatase

apdiRbti®] preffrdReqniel,i ed to the proportional error. This
|n'pI|es p(f)—p~ Kp {TCk - Ck )(W. 3. In ACS 200

'integral” control, the mani pul ated vari abl e | s a
0. revi excl udj.
Tféc?&rlg%@ﬁn %Fu%cgorb S H@gqe gol fag g Itf ent
application will be rejected and does not graduate to the next stage of the evaluation

process. This information is communicated to both the AOD 202 and the MMIP 201

m

that sourced the application in the first place. In order to control for fraudulent

behaviour, the AOS 200 also compares all future applicant information against prior

submissions that have been stored by the AOD 202 to ensure that the consumer and/or

the MMIP 201 has/have not manipulated key: variables (e.g. income) to increase the

probability of the application’s success. If, on the other hand, e < X, then the

application passes throughto the second AOS 200 e\;aluation stage, whiéh involves
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the control ratio applied to the sum of the previous
errors for the integral action, and / denotes the
wo e®etlo3srere utilized for the integral action (BCAURI08/001586
integral control is applied every two weeks to al
previous errors). Hence: pn p +K1 - ek (19), t I k=\
where the error, ek , is equal to TCk - Ck and all ‘
thetuse pf Wmoieitﬂpdaéﬁﬁaﬂ@d a@tlppteaﬁﬂibméiby algefithme that i, responpibtenfor

0 ort onal _a d al ™. contr t he L Byl d
dvgrmﬁ h gl s B CngiefRand me SREHIAMME LS
e,nsat{y;ll' uding the current error, en , plus a bias
va ue, p . As before, t is the reset tine utilized for

the integral action. Accordingly: =+ + - i k= >\
200 utilises the nost
sop 82 (ijlggﬁce%s%géﬁ ortional -i'ntegral derivative"

In(thEbleén} tHa@ ¥ e@.)ﬁah@é@fd)hrs%sﬁek h®IE0D Bretask edoN antiald &, the %os
, s an-l ratio of all previous errors, . , plus a

24 ks e ¢apacityt totprecesps moresphistiestedrovnt of g@ntrac{ galipration

" s a the hias val w e tro atio
roles lin B 056, e et Bpon P spegific [t ST L Rliiehua
thishplieaRh Hel apBraved Pl Be@spoake o BisdREsiGAl tHeeA @S tzoo ean

Thus: At _n-\ Pn =P+ pen +K1 e KD-f-{e -e_.) (21
optigxise Hreditiiyl Icentsach mrmsend eerdiliens (960 by Water, tb@ ﬁ@m@i
i cat
osBELIAOR ot R0 B Qe AEFR, O PRR AR O Rl e
angli orelse pneﬁeymmtph@m@w bisettoncleavhagitude bf drsiiffiehcalietween

transm tted directly back to the 02.. By
the, ﬁa@tqaem obseryretchagrigristics 8B @e@rﬁg{re 'wt?sr%gergumdnn

I t f
N R P T

tatgetani st Ottebdec somed m et @D 118 ant¢heTAD T2 220, raspdctivedy.
aver age val ue of ACS

Once the terms and conditions on-which the EFM is offered have been computed, the
AOS 200 electronically transmits this information to the MMIP 201 by way of a real-
time connection, which then informs the applicant of the final contract details.
Concurrent with this process, AOS 200 transmits the relevant application data to the
AOD 202. Even if the applicant decides to reject the EFM offer, the AOD 202 will
have stored a record of the terms and conditions in question for future evaluative

purposes.

In order to compute the EFM’s exact terms and conditions, the AOS 200 employs an
algorithm that involves an additive function across the different characteristic-based
variables. The calculation of the EFM’s terms and conditions function, P, will then be

of the form:

iF,.(Tc,.,c,.)=P (6).
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200 approved dwellings is less than that which is

desired. Table 3 shows that the ACS 200 estinmate of
wo b@sRdB7€ont rol paraneter, pn changes over tiPET/AES®E001586
,o]rghéhe errors that it conputes. For the sake of

sTpalpaiithyn’s hdtudl Stragare g ve t

a?{g{'b which means that Al Thﬁ%ed\mlgé??@z%doe{%%ﬁg%ar erred
.t Hlgtoukes defermingd fpensdivsig unIlertakvauyArQS 200aPropess 200/1 a}atietﬁ&e that

ae[r@o@éeh%'atlh)fh éﬁ%ﬁ@,}t O%t{écllfassunptl ons, given that Kp,

and KD may be or a systemof this nature
Al so observe that K dom nates the determ nation of pn
. ,Jable 3 'The output fromthe control algorithmpn is
tgfﬁ' an g7bythe ACS 200 to the HD 102. In

S'1 (3 extracts this information fromthe
HD 102 to determ ne the target val ue of the originated
dwel I'ings, which it outputs to the TID 112. In this

|l e, the error becomes |larger, the signal pn to
%ﬁ‘%’r%) % T.L‘?Jza“éil é&r‘? fseding gl qyvas Krfge newiconstants msegdd weight the
plithe didfbtekiBEECAREP (<€ WS Do | gﬁ} pLoved EFM
portfolio' saverage price appr oxi et e %rFP‘QanaI

$500, 000 set point. Wth the Kp, Ki, KD, b and T/

Pa rrectly c brated, the output pn can be
di r%g%]t?% ﬁ{a‘?e c‘f O a‘?#e a? hl;aéeéltapﬁyqu teb, ﬂéﬁwoﬁtdmerous possible
trems puﬂh@tleni eydition ph)re SR ehwr Y%‘ﬁeéﬁg C@g s location,

size or type, to nane just "a 200 Process
200/5 In ACS 200 Process 200/5, the ACS 200 uses a
remuneration algorithmto determ ne .the precise
qﬁdﬁ(%aﬁﬁ)dﬂr(@p,i on of paynments that it nmakes to the
MU Ps 201. In this procedure there are a m ni num of
two constituent elenents to the MM P s 201
conpensation: (1) an upfront charge that is paid by

RO F304cs 1866 Bladt A QUERL AR A poscibities back

commi ssi ons provided by t

/ [ e undertaken by the ACS
tgg%cﬁﬁlﬁp 22%2 g@ﬁﬁ%@? gﬁlﬁ Z?qfcng C&EEP ftbfnn@d eyationgS) terms
AServS 300 over the |ifé'of the approved applications.
arrbe kely doatrbana ofporvinig atv%bﬂé\@oﬁhéaéﬁ O L LT a{aractt%lstlcs

ncI 1). how cl ose the sourced Ication 1s
t%g Ié@gf %)Eh%ﬁ’ﬁl"él %@%¢@rmm@s&@smﬁ mequids Wielost
amef;w §iblea ored in the TID 112
s LS SO b ek PO AP roo b apBieating)
MM P 201 rel atlve to the expectations of the ACS 200;

tment returns delivered by the EFM
Ogélgarn(d%%”ov‘f FiaBEF T Be Matirsy dude. inorest rateraendal shel ANV Reay Rt

Pmpisliii?thﬁfn@fﬁgﬁ?gﬁﬁlu@gm?ﬁﬁl‘ém@{gd%ﬁtiuté rborg ﬁ?&gé%%} zwf‘ﬂ? reference

toég‘ilg%slcﬁ@tl%@ﬁtb? Ntegntacichasatxgagyent |y a renunerati on
reduction paraneter, MR  which is structured such

(1) a1:1:1 EFM cost of capital;
(2) al:1:0 EFM cost of capital,
(3) al:1.5:0 EFM cost of capital
(4) al:2:1 EFM cost of capital;
(5) al:2:2 EFM cost of capital;
(6) a1:2:0 EFM cost of capital;
(7) a1:3:1 EFM cost of capital;
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that the larger the application's divergence fromthe
target criteria, the greater the. reduction in the

wORM0p/1855201 renunerati on, as given by the fol | P@i/AY2005/001586

The AGCS 200 defi nes the MM P s 201 total conpensation
as eration |l ess the reduction
par(tggetag'r??’(b ? Remuneration - MRR As the

AO$9}ZO@ 1|313m,1|ab§t095é1ﬁ@1 data on the behavi our of the
arious MM Ps 201 into the AOD 202, it can calibrate

thé|19) @dc%ﬂﬁ%ce&tloﬁeamfrabsvrrmre intelligently by

di t he. end-
et LA R oBUATIn Gigiripk Ich ybler i dependent
concer ieetewirhid, &id AlE@?ivaﬁ&HsQEerEﬁ.r iables: (1) the rate

of return attributable to each collateral asset (i.e
dvvel ling); (2) the duration of EFM repaynent perl od,

t.ri but f '

LS AR IR S e afte e R alRlR s apptican

{ilee foheerpio @bssblé adth andhtéenet-based BIM disaisltiondl4temh whitd the
licat] hg] ey are responsi ble for sourcing as a

‘iﬁ’rng‘ﬂB‘Frtl iggtly Bthith;d O 2pIwithout theaeed farane MMIP 201

RetWes MR
attri bﬂ?&‘ZF‘Zdt o th %&gégg’h&%{ W@%@I Srt%ger%“cﬁﬁf’}/ gligring the
tpirsy angrrendidions nfihis EFM bmaﬁreﬂm 2Plint £4: esti mate the
Renuner ati on Adjustnment Factor ("RAF'), which is a key
input into the MMP s 201 total conpensation, using
ol | ow ng base-case algorithm K}(ROR, -

ﬁﬁjﬁ" €ng.0,J=@&.ati on, - Duration Average )

K2(Val u@wWhl - Valuation ) RAF . where ROR denotes the
rate of return attributable to the M P s 201 EFMs;
Duration refers the MM P s 201 average EFM hol di ng
viech rdtesantsl thiédouatiédmatigidakien bothalcafigatory findgoPin \ﬁ'f_ia'ﬁ some

Eﬁ t he ngm has contrjbuted to the pool. MR =

% CiRaHENEY vedwennwm}laf@dmmhzmyhewwmzaé OMUERAGS 200.
201 conpensation paraneters conputed, the AGCS 200

mul tiplies the percentage outputs by the face val ue of
2t3nAOBR0B ProcessiP@UBat e the upfront origination fee paid

B PSR b By s
slaﬂﬂtabd: finsfafod t@t‘iHé/@orﬁﬁctt QBLAREH ¥t§ Le%te%' d#?r\rﬁﬂt ttP% 208

nput e the val ue of the ongoi ng ayrre
2@k frangsaitsigepstedonarketingvieabbaddiio ti BIMIPS 200@s Prasok 9§

i e S A A AR
mapjibis ¢l apphisatidresoueianN st aitd bt bARDFAAMMPY 20 tSatvdi 18 the

fmforrrgtlon o the ACD .202, and, ultimately, via the
RRGeps 56 1he 4@S208, where tasse em@piatl@mre @ammalﬂngdetthmmdn@

' th%ls(ﬁ% %g? f){zé}ttﬁﬁérﬁgi HnffidRES YWEER L ﬁonsp 1% rﬁlafl%tthea dephlcarl]tlon

sourcing impact of relative rates of advertising spend. The AOS’ 200 advertising
output algorithm compares the performance of each MMIP 201 with that which was

forecast, and operates on a percentage tolerance basis as a function of different

application characteristics. The algorithm’s two primary computations relate to: (1)

. the difference between the actual and expected sum or rate of applicatiorf rejections;

and, (2) the difference between the actual and expected sum or rate of application

approvals. The sum of rejections is given by:
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The ACS 200 also electronically transmts all of the
application-specific data to the AWD 2 10 so that it
whaweaozsoepl et e record of the attributes of thRCHAP210S/001586
t hat have beenapproved. In the context of finalising
the transaction, the AOCS 200 needs to interface with
;;EeRM\/IP g]% right through to the date of the
settlement, as there may be adj ustments to
the quantun1of funds Ient and/ or the collateral asset
(i.e. property) valuation between the tine of
application approval and the transaction close. In the
Taweste of rractioherssimply thd susr of jefaetionsovany gvfenttimesperiod:
paraneters, the bounded maxi m sations in ACS 200
Processes 200/1 and 200/2 will be re-run and the
resgltg transmtted aback to the ACD 202 and MM P 201.
o Ph &, ¢fDthe transaction settlenent, the ACS 200
bacil {4t es the transfer of the financial capi tal by
directly comuni cating information about the quantum
of capital that needs to be drawn-down to the AW 210
Taadhdige ¢ethehete WBRFedtibhs isdaail tb tleedifbrente fhths rddtdectihe
UCPs 2 11 release the funds for transfer to the '
O¥PPgiMEant . Concurrently, the ACS 200 transnits the
rel evant settlenent data to the AOD 202, MM P 201, -and
AVWD 210. At this point, the AWD 210 has all the
i hf RJon K tRng to t he application
cchar ﬁFr' d4®; income, credit history,
’i‘rhr’rf’é taﬂfﬁs’ vvelllng type, price, size, |ocation
etc) and the date on which it was settled. As a final
- task, the AOCS 200 communi cates the settl enment
wherfedt: datdtorejtationd ef aplitgdns hhiedvneadbhmsichtien dHaBctdBtic, 7,
fi t he, Tl nmca t hrough. tinme as
e e end P gD ARG opbllny Dy €810 145
repERERD HRUStal SAEBGUf abPIRRL P YoM S8Sard WY afb tHEFAIGRRES
bet ween the target portfolio characterlstlcs and the

asge¢infafl vapghotale o seiFctishs ERmsp! given pesies. byordet f@mietegmme
el.ences
et e Rt B
thihwhﬁhmb eSanated by et AOB 269 sthe mgoridhaScarhiertéite @nﬁptﬂialons
F AES 400, aetern1nes either automatically via
1% g follpsving kigd: paraneters (e.g. once a certain nunber
or value of EFMs have been sourced, or a particul ar
period of tine has el apsed, as reveal ed by reference
éiﬁéRA %‘?ﬂ5 the TID 112), or on a discretionary
tba the” M\ the ASS 400 utilises its real-time
‘el tronlc interfaces with the TID 112 and the AW 210
to conpare the characteristics of the EFMs that have
been actual |l y approved with the updated investor

- wWhere Rt iscbs AQSH A0 nepecied el brejerBoks. Ebalittraduation of

R FoieFae) B AT S et e e Mensshe perfbtals dgen o
alk MIBMIPB RO 698 RAn Be H8Yd i $hOfontdx@bf ﬁe@%ﬁ@y m@tﬁo@ 1) and (12)

feed- back and feed-forward decision rul es
immediately above.

‘Variables that can be altered through the use of advertising include the applicant type
(e.g., first time buyers, upgraders, refinancers and retirees), and their age, income and

location. By focussing on these application identifiers, the AOS 200 is (through its
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determ ne what actions, if any, are required in order
to optimse the structure of theinvestnent pool

w@oipnosireg t he approved EFMs in a manner that PODAU2005/001586

closely matches the preferences of the end-user
investors as stored in the TID 112 (e.g. attaching

‘ adsdcfadaafdeMMm?g [6%) atfle fol exan ahafluehght:s theactiaBagprddeagRbEof

tructurln the cash flow cl.ains of the underlying
0GRt reéE?éqlrf(sltﬂ £ertain dpmagrapkif gohaqrigefyelling timepand and .
gb&ﬁgﬂﬁcg nents), or reconstituting the pools using
various active and passive optin sation procedures

(simlar to those preV|oust di scl osed as part of the
odol Thi s, al so invol ves

TS .1 tin
1 peigls, JE bR iansing ( ARbeve ipformsdte AP 10048 i ferences
i Wit YEERIRUIBpNGRLA B tfi@fbttzﬂ AuhBr Mel(f%?{eﬁéﬁé 00

(who in this scenari o wou have supplie

. pikiferred taléeanse paxangta:alpaqalht)oﬁ Iagives tieirntes yf cHangd inttRismatio

t.e t t t
L o o B s o
coy@sd &f Beq@lity (1N).t Vﬂ‘xﬂ%ﬁﬁle%rd@r 5&5\«%’(1%%%13‘3% “WRREE the

capital provision process (whereby the origina
V%JP%@’F%F@ ferm tthese gﬂd@laWnsus adeaegsittgafunction dflike smieof the
d&ﬁ%ﬁ§é°rs who intend to hold onto the EFM assets over
e long-term, sinply calibrating the characteristics
of the existing investnment pool in which the EFM

ets have been held for the duration of the ACS 200
Aﬁ@&‘mé@g ég%qﬂélﬁn provBtlinedrbetreara dolivantie the AQEUBE2 and

‘whén $094kAnRE é??gz%afe% ﬁ%&g‘ gget O% m%?iﬁsi@.% ?vﬂWIf’?Z(SI 5% the

HD 102, TID 112, an
re@ldtﬁmmdéhfrrsladpx@aidab&&m wiih nﬂ’cﬁlﬁdwbyemﬂl}ed@é a@hﬁ&hd‘mﬁdv’émsmg
/ tq t he Al 00.and the ASS 400. As noted
pB%%WF%ﬁ%PﬁmpFWEa 2504 BPWENEt ai ns details of all the
ACS 200 approved applications that are being held as
security by the UCPs 2 11 (and which were originally
Thegppighly coyiaingd iniaepeproal) datdristosed withindbe Aﬂ& 20Dsirar e

d te tot
mERUARFLE 1] MG 7 e R0Fers ML e e el het fa difare
the aumbﬂfanﬂheteé\%EIOth@ﬁSa&Io‘hQ HREhavbeRh @R Ped 8 AOS 200

r ov the application data is transmtted by the

o RRRS0 s in e Ml ightthe DS efiapppeaniothet a5¢ prepared to use
I'
CEMSLRO e 0 SRR i SO ks f 1

di saggregati on,
algymitlyo$ that aretused to dnalyge thés dath tlctigleshe folewing inequalities:
characteristics collected and stored in the AW 210
in Iude the following: (1) The applicant's age; (2)
ﬁmmy type (e.g. fully detached, sem -detached,
oﬂA@Itac ed); (3) The tenure type (e.g. freehold vs
| easehol d); (4) The property ' s address ; (5) The
applicant's current income;(6) The applicant's credit

- 5"1'0'9’7’ (15)
~ TAP,
1 n 1 k A
s T (16
tk+,n,§;lTAP tl'.K,Z]“TAP,. s (16)

E(4) -4,
Ly ap > B a7,

4

=l
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(7) Whether the EFMis a senior, stand-al one nortgage,

or subordinated to a prine interest-bearing |oan; (8)
wob@bhess7¢ he EFM was used for a first propertyPCT/AU2005/001586

pur chase, to upgrade from an existing hone, to

refinance the household s current nortgage, or to

rel ease equity for consunption purposes; (9) The type
2.0A0BI00Prbdds€P@FL - bearing | oan and interest rate (e.qg.

a standard variable-rate |0 85%hterest

ith
ProcstcA0N itcne o4t AGEDA opd ByesBTp IR R o e the
est et £ AClaRth YR o HEEE: BPBL b BUlrhopPohypRAE FFM

appliiiod0red amthe A(WI) 2 helatipptd the m\fesmdsé poshte pexipreasesad

prop rt| on % [}ﬁ val ue of the proposed property
orle@aﬁy Sl?ﬁ% Y hoofD 1the ASS 400 continual |y nonitors
the AW 210 subj ect to its assorted decision-rules
such as the UCPs' 2 11 Iimts stored in the AW 210

Asamﬂddmeviymiyri the A3 Moaxtracts Eptrathe A QP @P2 mdat isgssentially a

mlg‘glgqt. S ﬁlﬁ adr@{ rggggr%x Qgﬂft} gignHlswﬁ.fiolgc?ai%ll%p}lps\}%@YPfr%&%e MMIPs

20@ Qlahf@h 1911 ¥ BeShit i CRI BB fRREdct WiRdtheragRedd Al applicant at
I evel s, the securitisation processes outlined above

a gomtinewill barfer ¢xamiple, @rﬁr&t—tag%ubwemmteﬁwﬁpg &VAEHoR g eldgrly

ASS 400 final, port t
e B L SIP L L EROL BB M o
terBRBQF ahi¢ dnlighd g’@@kap‘hﬁﬂomirohfoﬁ teqprbgdrti 1ngl$testfma1t(e igt Sydney, :
out put s to TID 112 based on infor rmtl nal :

MGy drishgne HlcHBIeTOR o5, BYROUGI § ) BeFBU derags i
T A AREH 1l SREL BAWREPRESSpi38 RAATAGAMrARG anll iR ASS

ransrtrers a eva EFM contract data
chmomtisthe tibve2d Sqaested thethe\J s (1 1 Berevthern feg bk sbths &ID 102 by

; h
(g ARG 5158 TSGR ST REURGS 00 L MABELE e

evb® &g&l 14350 thhE E@tubi%%l &f abbrdved FFe1 evartctst at sdlflewldent

are ng the EFMs on a short-terminternediatio
thdsdlsis $eeditack mechadsm naelmnogem tp therangpimesbEily of r@a@@%aoo to

orREEA s St e I ER A 1D JH LA AR agry et et

contracts' administration requirenents during their
[ife, which are in turn outsourced to thjrd
Thagesase Seleqst dive gotentiskmetned L Ereguiag F%nt(QIA%‘i ﬁ%‘g §O§OZPO uses,
e I;
wIRERE KIPRRAE S TEo hOpRl, EfEGRES %Laf’(%f@b&‘tfqﬁﬂ‘i%%%n‘%

(4} hrepAibna@ys dedivitive tiad {5 gropeftionahplus gsegrtl p h@dqsrivragye In

thl(r;l rc]:gntzgtb‘?heeqﬁlf(%gt 268) ‘[élgnlgu?ated Sgr?a%ies 1r];clude the EFM contract’s terms

“and conditions, the remuneration supplied to the MMIPs 201, the quantum of finance

available to each applicant (i.e. the maximum LVR), and any advertising signals
transmitted to the MMIPs 201. Each of the manipulated variables is used by the AOS
200 for administering the various different control methodologies, examples of which

are outlined in time-steps below:

1. In“two position” control, if e < 4, then X applies, or if e> B, T

applies, where 4 and B are pre-determined AOS 200 parameters, and X

71



10

15

20

25

WQQMs/1685d6 t he processi ng of

defaul t, prepaynents, renovations to the properties,
ongoi ng managenent of 5 comm ssions paid to the MM Ps
repaynment cash fl| om&€T/AU2005/001586
t hrough to end-user investors in conjunction with the
AMD 502. Any data relating to the contract servicing
events i sdCPRRURE mahipdlabid viafiableSWPeils3Bis i thd HRpRIEIUE of
302, which then relays the details onto the AServS

300. In A@|Sn20@ hrocaB@opiol30as il tefresésudiimertatot h t he

é‘fﬁ?ehtlﬁe @@ﬁ?ﬁﬁa‘ﬁﬁwﬁﬂ ﬁ%gﬁwro‘;??fa R q?ég i
I A 0

Lo the cRMIE G G KoREHasaie bl TR Pl Mo the
dat es, l%]gs \9&1%19 fs%e ﬁgt@ éf/? Cllngl{l hﬁ)lgteﬁlvghg%leﬁ 5 V\C/l?e% tﬁ@}'e 18

depr eci atron C aynent provisi OI’]S

it tran SemdrSTlﬁdenﬁorl 1f$fskfﬁs”T@dﬂn@ﬁl a$ ﬂlekﬁgét\/\&hﬁﬂ@ss thé a&rungalue
t he AServD 302, whjich then execuﬂgs the instructions.

Si ni | ar | §f the measurgrbyariable. wibe Sods e comeol ags appbiediasthes
to 15 aﬂlﬁ# t.pent trailing conmm ssions

pai d tcn)‘aﬁt&ﬁ}é % gﬁlgﬁ?ﬁl{ség will be conmuni cated for
di rect a%gyg$, Agng gg AyervD 302 and onto the

AServS 3 also recei ves poo

val uati om AO§ QOO’Hfﬂtl\)éﬁ?alf’ cerdl e AYRipaPHe IMHrRBIe ik a ratio of the
conbi nes with the P 201 trailing conm ssion

i nf or matpreviotierests (xeludivgst the berdviveitos), P04 a b&is vake, p. Kiis
remuner at ed based upon a proportion of the ongoing

pool 20 thaberdrdl eatio @ppligthé the sem oftheayevient ers;rs f@rthe lntegral

500 opt MR e so L e AT WiZeR ST Figerel acton (.

securi t i tht&rM RABbEIs apflicll SeHSSRAvedkh €S8l PRI w%l%)
originally sourced and structured via the ACS 2

and ASS H@®ei n accordance with the preferences
dellneated |n the TID 112 and are continuously

optim seg (19, ensure maxi numutility to

t he end |nvestor r,l order to accurately measure the
per formance of each |nvest ment pool vis-a-vis initial
expect atWhsne theamort @ , i eviel taphr,opCi, aand allegheriveripldasarg s
what the ANVB 500 can, and cannot, do in terms of

elther dﬁ%‘ﬁ@‘é%yfi%ﬁfteﬁe 30 underlyl ng contract terns,

with »

L Rl oL, ST 0 L R P,
i nvest ment mandat e (hereafternllhﬂ) will be designed -
by the AVBralofahidredbas dxyors,hd AlBichdlndthe edrrom erioe, ¢, ,
pref erences supplied by the 102 and feedback

received fromthe I M-Ps 501. The I Minposes constraints
on the rAYS hbiAs é@%b@sﬂr As beforg, 1rigdheyseit tisantHieed fardheiny

specific _ consumer cohort or
dwel | i ndmg g g’ﬁ‘dxf?fg 1;5’|gB’cedur es by which new
~tranches of _assets can,beiadded. It al so places

preci se pJﬁUIGBanHh@,ﬁaﬁga@Qﬁi t he changes that can
be made to the consunef! sicost of capital (practically

5. Ifthe AOS 200 utilises the most sophisticated “proportional-integral-
derivative” (“PID”) form of control, the manipulated variable, p,, is a
n-1

ratio of all previous errors, Zek , plus a proportion of the most recent
k=1

T . - . .
error change, Z%(en —en_l), and the bias value, p. K is the control ratio
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encapsul ated via the EFMs claimon the coll ateral
asset's prospective price appreciation and

walegoaeisaé i on), and the specific circunst ancesPCTAWRI06/01586
such changes can be made. Once conputed by the AVS
500, the details of the IMare fed into the AVMD 502, .
wher e ”ag AE0FR0 M8 AP BTC Wil ok AbMiheEf BERe Mhdthiid @ilized
IMand c are its parameters with the relevant
secondarfyr thedkevativetariios Thes:g. the pool's pri ce,
tradi ng vol une, voI atility, geographl ¢ weights, yield
etc). To,the ext A hats R00’mpser yeq (by) way of
its dynalr)ﬁ c dec:l”sT on rtl| fany mit i al"di'ver gences
bet ween t hese paramaters and the differentials exceed
the pre-specifi ed threshol ds that deterrri ne the

h I
Tq ke AREI6 G Ry ALV Ae 20 GRi-RGC Rtie Pake Rl b
th@ WGS?@GO Hliesidnor ndds@biests bR ighliR@tinfoN8TEDa ke Svhich

f eedback control nechanismis required to determ ne
glt/chserlsltq thegesultant egfrabaations that #ratrapsisitte diraethiebackde the 11D

lO‘éa%g é}fagﬁqlf é)ﬁe{]cglgﬁcgesrérl 1on,tcli?i)re%\)éﬂ%%d)u’&lgn% g%ﬁﬁ%@ﬁﬁ‘ol fun tlon

whete HeBFMSRIidIR’ ivepigengivabrellifiepicrig 650@ 00D @s tiataimmed
characteristics. Target characteristics include the

byee T1% 1§ @mdjcor@apm@@tpd gy BeelD 112) and the ayargoralemeleA OS”
2600&%}(1%? hWeHrngE fsalg§sncganv %\Wﬁch Yﬁode%éd K}e 3 shows that the
co-I'ntegrations ongl t'udi

AQSVE(D(Sééhhﬁﬁé bfQfe R c@ﬁlﬂﬂ AR O, ﬁS&ﬁhgmr filne based on the
attributes. The formula that will govern the feedback

erfo@ithadit coMmphies &b die saké bf sinpliciey, itdb assuofed that ItI&’mtrD and 7 are
errors, a ratio of historical errors, and th

equinltbe (whish niranwieh A he, mbendeut Aentl )enddha, KPTFﬁ: gndekp ggual
f eedback cantrol algorithmis simlar in nature to

1 tnhpb’engibaﬂ pl’-FeQi Thesq 8 shiglslyeuraealisiie asemotippy gagndkat Kp, Ki
fol |l ows;

ang| 4o @WB%F%O g B %}Fah?f%wélam-e‘}lﬁ? abdrimac & e ues
) above. This fornula is used to alter:
th!f' Eeétg{m?léﬂé(?gd( drtfolio attributes that derive fromthe
TID 112 to filter currenttgpeRli cants; the dynamc
pricing of the contractual ternms and conditions in

response t dllusﬁpamvfeél()éﬂﬂﬂl FrgtddBackrGmtroleCanuStadpo1;

i

20

A
H—ex—antre—rentherat-on—strat cgl esTstructt u lnq

pt i 1At e tihe MM Ps| 20ial Pacei |SSEROTEONT ragts i N e, s
cco déncd with ex pect ati ons and th(g adverti s

=]

At

in
Lg_gr_a_r_rS,___aTli of which have heendiscussedintdetai!
Fevi®isiy. These hdpii&P¥ert S1: bb(e based upon

v

pntrol |l ed vari abl aractleri stics|are mninized over

~N - B

Y
Cc
the §apaet] attri bul g eriouse dibal i mbr o ssdgad he
C
t
1

Dded.100f Qrocess cBnt:rsoboomﬂer&seﬂ&Ooohe t$(m0joon) par snewdeEr | 900,000
val ues are determ hed either theoretically or' by a
conmbi nation of enpirical and theoretical tuning.

The output from the control algorithm p, is then transmitted by the AOS 200 to the

1

[l

IID 102. In turn, the TIS 100 extracts this information from the IID 102 to determine
the target value of the originated dwellings, which it outputs to the TID 112. In this

example, as the error becomes larger, the signal p, to the IID 102 also rises indicating

that the target price must increase to ensure that the approved EFM portfolio’s
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The AMS 500 al so uses feed-forward control in which it
devel ops a nodel of the way the investors' experience

WO poobhesspool will be altered by either AVS 500PE/AURIVS/001586

or the behaviour of consuners. As an exanple, if the

yield profile in one specific region is not consistent

anetalge btied apiro€ithated Shasridhd1 500,000 @amt. Wih ewedkly, tIEK ), 7

TI.S 100, the AMS 500 instructs the AServS 300

and ﬁdparem@ﬂegs opirrgctihealibgGaed; thesprputyy capbedirettheaddpiicsthe target

cost of capital anmongst particular classes of

RIS SB A etber marjpulated variatlp,mucihaside dyvelling’ sdotativing size or type,

nme so as to stimulate higher trading

tgggbgﬂp$£ﬁ%ke key EFM terns and conditions that the

AMS 500 can nodify as a part of its ongoing portfolio

nana enent res onS|b|I|t|es i ncl ude, but are not
edOtigoceshd0¥EM s: cost of capit al (i e. the XVY:Z

Il'i %(% heredasypad th%rﬁds ?H@ L¥ek o BRXhAHRA 8 g&]xthm to determine

renovation provi ston; I 'nanci ng provisio

thoer mayammtmn and dination afndaymemts thetriambkesso tHeaVIBIIOF 20 dn this

bro portfolio, constructlon and i nvest ment nmanagenent

pf%"g@%@ TRt £16) AR HER B ttW@ cRBSHteRt GlsTsAts i @G/MMIBGOW
cbMpelsh RS (BY é:‘n WYt SRk éjﬁlrateﬂ ga%lﬁ%@ﬁ{@%‘ﬁ?ﬁ Wﬁnd3 Emhg bfibing

their initial require nts t
treilimgeomanishiens prhvidedyby thetASdraS 860. itk iprintuey Basessdd0(F

SRBSRRER 5 LLFERELY HRACS el ol v compianon
pa%ﬂh{e@ Hyahé awelvSChu fet ﬁ{ellﬁ‘é bﬁﬁle F@lav@cﬁa@%w&ls@ﬁék@
passi ve exposures, the pool s’ h

chmﬁs devias ﬂaﬁrMMIé’ ¥29 lanenungistipn mchsie Eaﬁo%hg;ptﬂimmumed
d. a
+§lsahO TRta A0S 3081 £ OB AR BL BLASE DO sl e

clamai:témﬂnkw stosddriti ¢l TE 0f2 :irhl&hé BOVDIA105@4 tMQétSncd‘l_' Erformance

anpl e pools can be cl ose or _open-en
of i NP @@é’fe&%&? tgtheeﬁﬂqrezﬁthﬁgf\% @Boa'«ml/(é} thgipyastment
rePRES HalJes&Ohyf ihB FRR) B er1 Siffé ypents, and they can be

restructured into su |ary securities that nore
accurately reflect the preferences of secondary- mar ket

| i el d and
i GiePERAR e VBt JBF S b mPera i mkaes ey the A0S

200 &3k Bn kIp@rig@N tEXImRite %MWP%%O@fapgl%ath bbig8ink patfolntifice,
AVS 500 is capabl e of undertakin Tax Structuring

andrsubsaguentlis ¢ Euwerasios redustion p@ame@r,dH@Rdwhmh prestiughired such
tlf BUerkend BAICRA, HABERES, RO IBE Rodel O dhe RRRAY

redacticevia nheeMACPOLIPO 1 rewmézeusm [k ghenesherilldlvingd t he

treatment- of one vis-a-vis the othef there are
potential conparative advantages that exist in nmuch
4 he same way as they do in the context of gains from

M Kaffe i-nCj et MRRaE2PNal  nmacr oecononi ¢ theory. Once the
Mnitial securitisation of the EFMs has taken place

under the ASS 400, there exists the i medi ate
potential for further. subdivisions in accordance with

TRNROSXO e BheOME MIIIP s 201 total compensation as the maximum
remuneration less the reduction parameter; viz., MR = Max Remuneration — MRR. As
the AOS 200 inputs historical data on the behaviour of the various MMIPs 201 into
the AOD 202, it can calibrate their incentive structures more intelligently by

rewarding past outperformance. Here the end-user investors in the EFM pools will
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various tax clienteles as conmunicated directly

t hrough the HD 102, and the provisions nade avail abl e
wao eoobhessAVsS 500 under the M By way of exanpl BCT/AHE®S/001586
the case of a single EFM Wen the underlying hone

el l.s, the payoff .qn the contract w l]  include a
1@8@8%9% Coreatnegif %{éiﬂsb@“@&aflh@e?:rﬁbe%‘? Gt gsretepyr n
aREbREBIBE BRh BNEREadsBiER. Il HXBY HRMPMRAHEFM?T

capi tal account E’.t hg Sgdlj(?n init ila%% (_\?t)| ent to the cpayment
phioeds ovhady Jeteragnesght diagibaitibn of the popls ogsh-tfiows; afd G the

oo a8ne g g

oBis iAo SvE 8 o RRATRT s T B i e Pl mghuscad g
abPlatidhsl the @@tk oh QbleT8r J0RMBHL A2 FFEpdABR BRIRNBaPSoo! value).
taken on revenuée account. For a varl ety of reasons

The differense deoresn asheMAIP 21 pesfopnafceaad deat pribwalde tothn

V. { er...lt,. is.desirable for .the Q ..
Bl ey g el R R By RO 239 B esimae
tiet ReifinefRn Adjtstiber FRIor i(FRAPYEWhRE iedkéy inpudihtd e MMIP’s

Overall System 600 to raise |arger suns of capital in
20hwotal sompersatipmrusing thabbliowareiase-easeridgasiba: t he ongoi ng
quantum . of funds avail able to consuners via the ACS

200 so as to alleviate the burdens which nost hone
H0(R6RS- Rav,,, TheKelirantn wabubbn | he JAVS 500 to
I{yilitatel} I's process_is to make a f @X)her (Ilegal)
WARBA TV RGEP" vre Fi%‘fﬂss attaching to each EFM by
splitting themaccording to the two sources of
financial gain (or loss) outlined i nmedi ately above.
whbBle R O debtesuth© fRé 8FkcRITR GREMISH1E RAthe MMVAL G OB &PNG: Duration
under the IM and which is availabie to the AMS 500 In
refgre the MMIPis2] avaega BEMpelilime@espgreal d adyasionds hievetd! face -
02, Lfferent s of f, nanci al
VPR s R PRt b P SRR bP bodl par at o
securities: one that has rights to all returns of

J\ﬁ’;lnz}? p%I, and anot her that has nore risky rights to
e (Ypp Rerpaeroban oM delor 841 444 on accruing on the

contract. To the extent there are any relative
preferences for one over the other,this allows and
Wathabe MBgEYS s 20t raspersatisi phraadters compated) the A5 260 tminkiplies

| f funds th the AQS, 2 Kk il able t
0 GBSOV Py [Py 81 Pt CEMGE CBESA e Uieons.
ol ARhGEe FAd Ay ThIkPpliBaU A OMRE Yarke B e Whk AU 20@ cRAY Uit ASs

for a security that had-clainms to both sets of .
the radimeinagiries diersnipgd ia eqpationd2paabovepspihe iServo30Ginckllow it to

RS PSSt 0 AR OGRS e

2(@ackage owing to their relative preferences and
circunstances. This nmakes it easier to raise funds
t hrough the Overall System 600, and by doing so brings

2598 Y piREsooio di sparate groups Lo achi eve the

ective providing equity capital. The algorithmthe
AR ob(letingeSO8 A0Q Pveesdes 200/1 thaotidte®)/S, ths AQISSZ0P finalises in

ST NERTRLIET W AT T
to the AOD 202, and, ultimately, via the MMIP 201, to the end-user applicant
(assuming that the MMIP 201 intermediates between the applicant and the AOS 200).
The AOS 200 also electronically transmits all of the application-specific data to the
AWD 210 so that it Has a complete record of the attributes of the assets that have been
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two for present purposes, which are designated A and
B. Let the tax rate associated with each be A CGI nd B

w@lhaspecti vely. Simlarly let the effective Pel/ay2m5/001586

incoms tax be denoted in a simlar fashion AIl T and B

gl THWS b R oI5 508 4D E8) bltBrte

vm]d tie@MIP & fi ghiksugbitd cesdasy 6f the Aplioitidhe MR 0R thie
the AMD 502 to split the securlty into subsidiary

Bt be rdingtments t%tmqua@amackfé%ds lemtad/or fhemiéatpral ag@mr e>
Mﬁ*ﬁ‘?mﬁﬁaﬁw*@e@’%*@ oA ideBh apfiRar gl il trakpdrioh

dlosst Inthe vems that theseart ahyratidie tAhﬁy bOMesepardiBetAVDHE Bduhded
i nto subsi di securities as

l.it t.h
Ig&qnlqu ax?sdge 2@%{ Brocegss 2l ?WZ %}/%(\yé% be reapungnditheresults
theloitl] SERIUBIhd SB O gver wiagne preferences that -

are submtted to the HD 1 egardlng i deal i sed tax
structures (e.g. in light of regulatory changes) are

QLI e e ibmept s A0SO Joelfatep Mo r of the
finah@gledabiial bylBreay E&Hﬁiuﬁk@tlﬁé‘fn?&ﬂﬁhgﬁ a%défﬂ a&g %%{Méf capital

are transmtted back fromth
thes gaedsitp §e flravar-dovpots the lﬁé&{@g}l@gmd |hem:et1§xe UlePs R$S. Updh woeipt

U5 B85 God BT SBLE T BRSFR it b TS

tmmos@mmraﬁgmﬁs elrélevim yagtmBRtdaabited ROD mzt REVITP 201, and
gg)_rtermholders over tinme (technically, th i's ma

1Obéatfﬁ%quﬂTet}@a%W[bamﬁaﬂthilﬂ@mwnﬁﬁéﬂmgﬁ@d e
t f h :
7o SZ00E U R e R RGO Bl Wi
ttpenesse, vk, Il@caﬂbh etc) amd/ﬂ&tckat&mmah & vwse;éﬁreamsa ffiasl thékg the

%6 ative.gtha t hey. udpr Lerthat
2 %%W‘é%‘ dee S?‘ﬂ@mﬁ%fl oxmatigthis;the Fiy m%gvhr%aqnﬁ@é@ﬁhe
Tio 100 %ﬁﬁéﬂh@fTIDﬁq‘Md’j’nhﬂﬁanﬁ tl%@ﬁé}?tlrﬁg 24 € o ? dakions are

Simlarly, sone investors have a preferenc ess
apPerd: e dyscessdd, thisicoatimtdue feedproktlerp spminiifasany dmecﬁne&s

PR i Reria Mo B ERRu Lo bt e Gk Bl arg e

apbl&hmdﬂglhysaﬂlowll@ e AT 00 &NEBSst ts ikRBRYt pr¥erences with
egon5| derations fromthose yield preferences that are

RIPRICYO Mt apperved appliekipaettebitens regarding the timing
of the future cash receipts. To give a relatively
strai ghtforward exanpl e, pension funds paying

4.cOnpAssenSearitisative System (“ASSeedOpf a steady and

dicta ream of cash flows to match the revenues
Ag?% f‘? R#ﬁ@@@ﬁ@ﬁ?l%ﬁ Retemaggallea pessrreitied pRengeters

(eld. BREd 4 Edrfash AfnbHdk value of EFMs have been sourced, or a particular
period of time has elapsed, as revealed by reference to the AWD 210 and the TID
112), or on a discretionary basis by the SM, the ASS 400 utilises its real-time
electronic interfaces with the TID 112 and the AWD 210 to compare the
characteristics of the EFMs that have been actually approved with the updated
invesfor preferences contained in the TID 112 (recall’ that these are being continuously
refined over time as new information is inputted into the IID 102). The ASS 400 then
processes a series of static and dynamic feed-back and feed-forward decision rules to
determine what actions, if any, are required in order to optimise the structure of the
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hol ders (e.g. pensioners). These funds would likely
have a preference for stable yields over the life of
W0 b@oitossesct nent. By way of contrast, superannuB€T/an2005/001586
funds with no imrediate liabilities mght display a

e I I
R B G e e e
neahigs itei pesfe(emeesecbfphe; endudeh ﬁ'lvbiaﬁld&s @foréchl@ the TID 112 (e.g.

era ation fu woul d d t o be reinvested,
ﬁ?‘@aﬁfggfu PLPTE YRRT o4 ﬁ%ﬁmﬁlﬁbﬁ#@éﬁf & EEdE peol bﬁe&tmtumrg ‘theypsh-
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taPdting kth bl Mied) NeniP 91% i Qﬂfét/fés/ 4608 Jchﬁs#erﬁné BR originated

securitisation évent, erea ter at
Eg%wdaflymmmhommehmﬂa @ntrellal by the WEP<H lo@de ih hiss

urden of,.responsi bi.li falls.on the. AMS 50 Per
st Bofle 557 5&%@%5&}%@%@5 Pt RdRGVHg C@pm By
stdrt-Rivh Nigfer@bdinfion b) D Ui FHAS mv%stﬁfeht ﬁdrHBFﬁS tﬂahf‘s 169
400 or AM5 500 to provide a straight swap facility

mpekeigddn thirkparioingesters.ess, mrthc cat$a\<péaynoet elmp:i@bm-s,tng:ee@paal
I S actlon.wo

Py R0 R BRR G 0 bRyt l e e

sanfeviagéstors whibanlad bl eftotthe IRl ARSs 404 (R 1oA Osﬁﬂ'p@y
and any constraints inposed on t

he HD 102,
a&ﬂhe g Aheecherpoteristies of the @@Stlrsesmﬂ@@rémﬁméblnwhlﬁlhﬁwlw assets
hdsk %@5& Nelll FONGe Hﬁ%ﬁéﬁ 8{ e RIS &L q%l'ré‘aijonﬁggce% her

prefers capital gain (for reasons n-taxation)
there are gai ns fromtrade to be had if the tvvo can

P Haitng of Hathaswbll o Botat as S1s Hebovish B0 TD
1021 THb @12 raaas{ @D 2*@2 @8 @IWDVZQ@HQE c&ﬁ?ﬁ@ﬁs&tﬂ%basé’mﬁggé(d by

the i nvestor 191A Wi th yi pref erences woul
wayaellegtionict lingks o BlecA OB 8D tamiathotﬁkﬁe?r 40 visgotad previBusly, the

th
AN L e R T AR R AR ooapis P St g e B
heibahi deyiitg byt U@Ps aly l(aeidelwmaeﬁvefeecrﬂ:genmyasaﬁ@@a b§fhe MMIPs

d he undertaken, the ow n eci si on steps may
2030 Mheiessedrmones arvallested bivie M TEE0] Andnpusterlariodhe

A@D\QOquj&indza W dﬁ‘@ﬂ'tﬁtr@ést b?é%ﬂ{]ﬁ@ﬁﬂf{é}g?%&ﬁ ?1%9&63 38 }sr%{[_B

wher e i erences
selepti@sprocsss 101¢ appebvi8) tBe apydlicXtiosd4thés tehnfsﬁaelteelrﬁy tak AOS 200

to Bk B IT i s PG~ araEyices ehch PRI ofS FebSBH D
dlﬁggﬂegaﬁbr{ QAR EFMS @dn%trglgi }Q@%Vééll i ‘:Q)El%!(ﬁ t%lﬂé [HeSEm

e vield in years when it rou
holdsts: oducti on of debt (or |everage), which can be paid
back when yields are higher. Once again, the ability
of the AMS 500 to execute such intentions is based on

TheR}ae OB EERIcBSctd TRRISESe@th tht AIWDt 18 ihMudAR 4Bl AGing hat
~the IM stIFuIates an acceptabl e
(1) The applicant’s age;

 (2) The property- type (e.g. fully detached, semi-detached, or attached),
(3)  The tenure type (e.g. freehold vs leasehold);
(4) The property’s address;
(5) The applicant’s current income;
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debt-to-equity ratio, there are a variety of fornms of
debt which the AMS 500 can instruct the ASS 400 to

WO niosooisce in order to snooth the pool's di strPOIAU00S/001586
over tinme. In each case, the pool effectively borrows

fr bt oviders . tqQ pay equity participants in the
@?sdﬁ)ﬁéﬁgb?@l 8§mé1|‘té"‘?gwy aﬂd aérges to Pepay t he
de<b't> mvna&hwls gﬁlsbfs%ﬁmk Ak Bd-Abnel th OB %\g@*lﬁ%u%x?irﬁ?ed%‘i

conparatively Provi'ded equity inhvestors do not
attri bnlm@mtmasmbedirmglsknto t he increased Ieverage t he

P c SEhthrdfe P Yok asitae HrEPIORETY A HORgT4eE om an
pr ef ereRRGRS hbMe StoIBMiAdne el DoudehbHes @\ﬁ%@ﬁio}’tga eTBFto release

formulaic Tnterpretation of the above is
Yi el d equitcfargbnsyimgitipnprndses;e X is the investor

r anc i nt rod uant debt
¢ Ok AR Hp e A R bR e hn ARG R AT Tk acil
Wandatvﬁnaﬁllh-@até BEOYitIelL BIFLARGEst 928), whereappBedble; be
introduced is sufficient to ensure the near termT ar

et(1§) dihg LVBren the pritneinderesttpearing loamoviere apndichhle fag. 3900,

a very §«I HpYs. exanpl e, assume that a single pool
cont ai ns on@’ one EFM and it is known that the hone

ur(dib)r WBMRbhsheMVQEIgI 1896 15%,204pangars (in a wel |
fi and statjstically |arge enough pooI t he
@c Sfihﬁ ap l‘iﬁflbﬂfi%ﬁosttﬁéprteﬁ%i %2 amyovwn@%aﬁ valyg ofrthe
sal es f(gpogé(glg}))ﬁexﬁu@péag% %%gowgat the face val ue of
a ’ 101

the contract- o y one’is 0. Let us assune that
at the end of year 2 the contract is going to return

1 pri Jalol and $ reciation wt
Tt A8s 00 REhEEiNR im@irsahe At IR S5e e 25 afotifd decision-rules
suth @s @f-1©80Hs’PA9lintkd oA il BYARDE OIS HSLAMR IFRERT '
yield (that is, it would not pay a distribution to the

aqepRiaRICaITelsTene erecaitinask lntthﬁaTIQ/ éla?lr Ys shomatidba st Wer 2 kstored

}{ gelc 691\@‘(1P@(§?r Engl\r}vfsﬁﬂ&g‘fe%e& c?eg ?%t Ver51h%a%1o%?fjefgla }Hégraarcce%)table

leaeﬂm,um payetisagioh prdceyRavutlintd passesmntcdIHdrb ttﬁsl@lﬁbeta@am
investor as a distribution. At the end of the year

W%rtwléﬂepwngﬁh%@%%é#@ $mabpprtigho sepsiHcton algarsbps Shepmpass
alP&ife %fb%e&tﬂgseéstearb ttﬂ@Tfﬁﬂﬁj 81 o2 ferte e seggghﬁ)hlg%ldmgs

di f ult to see e i ntroducton of
thatrib omtpeixd to AED il 2 bdsedoarinfomstioahimpysanpgpliedrytthe FIDAEDZ, as
in V\lqi %h geb can be introduced into the pools is by
PIEYIRRTY “B61°P8i ng on day one and buying nore assets.
Assuming that the cost of debt is |ower than the total
return generated by the underlying pool, such an
Orgsphosrshitisationpsessss has bexp e@nplclteyh thk d\S(Saw@ teagfersadll of the

t| on t Y, ef life.
re PR bR Aatshfy ROV Ao A e BRI Bt PFtbre
(“ABeME)”) 88D ofiidi the Akl MdiR&nherk MRAtARAQ! (“AMIDB| IH2aC ofduiRstly,
when i nvestors have exhibited a preference for such. A

the AiSPet08rdetpamings thesmpneration of thadKePscH 1tia thmenent thatigey are
holl?cﬁMg GRS bR a%ﬁgrt-%érﬁloinpe?mediation basis—via proceeds realised from

the securitisation event. :

5. The Asset Servicing System (“ASS” 300)

The AServS 300 is responsible for all of the underlying contracts’ administration

requirements during their life, which are in turn outsourced to third-party Asset
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engi neered by the ASS 400 or the AMS 500. In nuch the
sane manner as the sinple exanple above, this would

w@bkdoemoishe cash flows accruing to investors toP@OEAU2005/001586

structured in a manner that is nore synpathetic to

8Icing AR R RBE PovidR (RSIP) 591 SPIER. H&ﬁ%ﬁfs do

not wish to take the risk on"the vol atr | asomated
pioEessing evayatmm te the entragt’sitertis aad 'thnditons tthat dré cmpuesigd by the
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into a "total return swap". These instrunents are wel

whighthen gelaysiaa deigils mtpan 4Serm 8 30AgnwmmnhthetARearvS 300 mterfaces
\Vﬁﬁ? Bétl'l)ﬂllé’] Iq §?6 EU.I.'I {he %a?e o?)%eeée?koﬁg%n%g%wgﬁ once the

nanC| securl
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return svvag are quite straightforward. One party takes
SRS 1t BEV Ao S and gmoians &e- omaiuiity datos the capiial

a@f)fe@ﬁtleli‘ §la el tHE @a 2l erﬁr@cﬁtnﬁ RN Ex?c[/?tat'hg %re{pﬁ‘gﬂngﬁ ﬂrg‘Vlsmns)

general | ower an t'he expected re
itfirdrfsaite mlme ntfenmaglomhe ASeerd 300 thoagh thegA SavDIBO2f whith then

BB PeRa ] et Bl e MR AGRR00 wishes to

t
psaspaibyc ey Chean 5 00 ARG Tyt

camlumq@teﬂﬁgr flinecd agtian thmugh dierA SV AR and ontoi thé ASkevS 300.

L dax.stru 0
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coﬁlbtﬂwvvﬁmhmmm 1edp AN ey catemishion afeiaktidl 18 ieA%uré Biat the :
as debtl) are added to the pools at various stages in
Mide's 20 6 ca betranungratstkbagpd irog agrroperiies pbths ongping pegh

Vgﬁgglpl ace inmmediately prior to the securitisation, in
?1 case the transaction is managéd excl usively by
the ASS 400, or subsequent to this date, in which case

o8 AR o7 Bee R ol s 54
ThMital ssthpilentbMee BvbiOadys@m My dp%rﬁl% thl 1‘@{ -l GG 1R ot

benefits ‘accruing to investors in the

thectwitise@ EEN pgols.hés AvB1ssaD thesepools pare orgydtyadolurczé dnd

secur,itisa cesses,
sl G RE RO AR A% B Bothbdee Rl 08 eBRSERES med
déliheatd P eie-TENI Maﬁaﬂ&ﬁ‘@é%t&ﬁé@%@&btiﬁ@e&%ﬂgﬁqgﬁ@to%gure
sel ective introduction of new tranches of assets. The

mggigen pylitde th eng investari dn prgatogeavratelywptesugk the pprformance

S, s oW n urely to the
Of‘f]ﬁgﬁ znavs%g@{e'nf)g(%l \&-? Sl 1h{to|:§{p Wgta ns arﬁ t% %Cg Cappriqgrlate
re0Ekions ¢ whkatrthé KMIS ﬁﬂ@éad @nd)dfhnhbﬂ’ @6 itlichBH 81 Eifter chdnkes to the
the nunber and type of underl
underlying contract terms, or with respect to e complex1on of new tranches of assets
that are introduced into open-ended funds, an investment mandate (hereafter “IM”)
will be designed by the AMS 500 and held by the AMD 502 based on the preferences

supplied by the IID 102 and feedback received from the IMIPs 501.

79



properties (e.g. detached, sem -detached, and
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years, and el derly honmeowners); and, (iii) the nunber
oﬁgﬁﬁ%raphi c regions in which those househol ds and
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arbeasesSIBChP BBk & AEsSeries diversification)
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&h@ ol eség }; ej:ﬁiiss?}%ng!ﬁ‘?s F‘rg%% ?Cgﬂ Copfiel mpshapksa is neguteddmdetermine
l§izg 06t taeitethas inubsbeah &1eS PECIEH 6841 hat.dlk0ked 10
}#%o%n‘ér'?% ref erences of oneIMFar?i&gélﬁué?&lhn%ﬁa#ﬁpf%%g’athasa

I ST S UD] ERECHBRD Waieh e AMSl0eodizolaithe sy8tehh® minimise the
@re detveca mR 1 j ' ion. of the TI'S 100, For
T vost o o ot Rl Sl 3038 ke herarigttig imclude the
RQOKS Yisld: icaritadigvamrth felatiat porofaliinetabaf Rk itz | JSL!
Jﬂtﬂ%?'coﬁ@ﬂti%ﬁ)damﬁgr ef erences are stored In hi's™e
dat abase, —and ¢ onmiifsedensdlongitedieal diversifieatiohiaak consumer or
asset epekHfvesitribiutes CThe fopd i e fob gihVEStOrs i n
u?i:ﬂ exi sting secondar )&jﬁl?r%r %SV ﬂg olvgr\%%éeh%ef’%l?ﬁc%éﬁpml is based on

HNE AETIWPE carsnt grars, dvetiadiibistorioalten@id, ahding, ditlBeR.4 he
ctations through t%e

i, | rn of -t hese ex
boMR R AR Mbdt byl erors, Tihis Wéﬁeeﬁggq@@ptrok 3 gorjithyeis somiddr in

sane process,

PRt oUB ondis B hvb e 4 BRARNL AuEflo4 bt "
addi tional packages of contracts are in Foduced to the

exi sting pool, rather than sinply placing theminto a
fresh structuréﬁ,,qr vehicle; As before, -the activities

p;»f:PH@K,M/SL 80 @5}:4‘ mED&@p@ggq _b)/gggy restrictions
nposed by thé; M whichdit" i nt&rfaces with t hrough
whil§ aﬁ"yypm%(o)l% han-/rehe(le chglkge?rglljlte rilxg?ertp?gatﬁh/msto l:l?oesi ilg gqugalti\éﬁ (5) above
This formula is used to alter: the targets portfolio attributes that derive from the TID
112 to filter current applicants; the dynamic pricing of the contractual terms and
conditions in response to inputted attributes from the MMIPs 201 ; and ex ante
remuneration strategies structured to motivate the MMIPs 201 to issue contracts in
accordance with expectations and the advertising programs, all of which have been
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effect to these preferences can be structured al ong
the followi ng broad lines: Lookup TID 112, If

WO ovgil03sdé nal di versification preferences = "yrGI/AUTI98101586
| ookup AMD 502, | ongitudinal diversification
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. e [ :8r. The

N R R T
m@gtmbr regnsipilitgs medudehbutspendtilinttqdriocthe E€Y]’ s agedt of capital

.anot her, ‘part. to,. nanage the er i.nterface between the .
f a0t SV ahirtios Gared PSP BPETG BRcreps e S grae
refiRarR QB Vs R, HRAAARN R pfBRAlisHNand exit penalties.

Some of the broad portfolio construction and investment management issues that

.impact on the way in which the AMS 500 functions are now considered.

When investors submitted their initial requirements to the IID 102 (which executes
them through interfaces with the cascade of dependent systems), they will have
communicated many specific preferences with respect to key portfolio-level
characteristics such as active versus passive exposures, the pools’ yield profiles, the
incidence of their tax liabilities, and longitudinal (or time) diversification as explained
above. In turn, these épeciﬁcations have implicaﬁons for the current and future
structure of the securitised pools. For example, the pools can be closed- or open-end,
they can be leveraged by way of issuing debt and/or other specialised financial
instrﬁments, and they can be restructured into subsidiary secuﬁties that more

accurately reflect the preferences of secondary-market participants. The primary tax,
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i ncluding the storage devices described below, for
exanpl e. The software is | oaded into the conputer from

w0 b@eaaisput er readabl e nmedi um and then executPCI/AY2G08001586

conmputer. A conputer readabl e nmedi um havi ng such
sof tware or conputer programrecorded on |t

yieldepddarergifiengioa ﬂpmlé%mns argeow descebed wéhléléhi) iyt of the
tyggg DipLORUCh | 'AQVI? %%l%f Qﬁ&;ﬁﬁl?,gl y effects an

geous apparatu or carryrng out “enbodi nents of
t he |nvent|on The conputer system 60 conprises a
conmput er nodul e 61, input devices such as a keyboard
6. BPVEAEUGHIRS 63, output devices including a printer 65

In ?r[l}% djgl Jiémnﬁythgx%\{é Q‘Bn%ﬂ dlsﬁnMchH%) Q@fﬂ%ﬁ)ﬂhﬁ&ﬂfses between

transcei ver i's use e conputer nodul e
fifandialf gainscoyrtoasas satréadgprt aapaad(hcémmm aad tlorsesourced droregenue

st Bl GhtTohies CRbEA PO REmaRR e Vi Vol P eat g e
po%tﬂ%ﬁa?at%ta@b%t%% ekt 1§1hl@uc'h%@§aﬁ‘1% Waﬁﬂéjth@{ Befin the

networ k 'systens, such as a Local Area Network
conte¥¥ efegalirsdfzorhiétadio nkm(dmaﬂ)mairmmtb@m@nwﬁh@céy sollcevdhe 2@1@1

Wi t,h t m
seﬁufglsa%ofethe E%R@eg@s t%liee p. 8 ugcge\gﬁhehlg § %g& qﬂ%e{eglslfgﬁgcg t
1m§r%lﬂté1%$teﬁ{§£ forX@2her subdi¥ffons @i Secofdhate With tﬁbee)@@ﬂ@ﬁlﬂrsrdf
160-960 are operated by an MM P 201, for exanple. The

varowplax eHentelaspecanmupigpied direalyi thronghthe T 1028 thie
es I for exanple
P I&SP %%dr% gcrl%?ﬁ%élé%%g% F]h u‘g@(??sr r ang%}rﬁhgg‘é{ess rrerm?.s (RAM
-and read only nmenory (ROM). There are i nput/out put
(1/0 . interfaces |nclud|ng vi.deq i nter and
Buaiay pcssemnle fkeahe sa%e oF 2SN Mo dian wﬁﬁﬁ%@g@@nﬁﬁaﬂs
th@@&lg)gf}@l ﬂﬁ&( cBntrath % SR4&Le 23Pm ﬁgﬂ&t‘i‘he{t Wil E@Jrue ! t%é fid&8tor as

rmdem? or optio ly a canera 77.
retatmmi%;gmcq:av nokb&@ken ﬁncbamadeni pempdsesypicepitdl pegavot (tbl@suna

isk,drive 70 and a.,flo drive 71. netic
imEEIe) e oy et s e i o u8BARE orom
apffetM8Bor{ 8r d?r&d&ﬁ’tﬁcﬁﬂﬁﬂ the BORYI(@RBnESg 8n lﬁﬂzrpe‘ifa)hﬂhmdee)f the
sour ce of he conponents 65 to 73 of the

underhying assetrsknivall @ecrue ygihe anvegtor amingeme andbs faken pn revenue
acc';oqltn?r o(r) %rlEtgrdof kge'%ogs §o%{eqnl/e§%oqs Haférh%ha‘é{(}é gﬁf&%ﬁ&! o ohd

VeAat eration of
fofny Sf/fﬁﬂ‘h@&hkf] oMl desirdbofeoe thenﬁ\Mﬁé 00eb eatafit thase preﬁxmwﬁ wﬁh

f t which th nbodi
G PG IBPASSai BTG he SHICSpRRe QA DT
606"[6 k‘a?secl?fggpglﬁﬁs S cH gﬁgﬁn%ﬁw hrihek&laha '@?&erer%% ©8dehdb the

Ication program of t e preferred enbodi nent is
ongemg dlamlttummﬁﬂmds aviadalde i ehnsanéry eianbe A 2@hsd aerid alleviate

controlled in its executi.on the roces
tnq i Gh B0t BOTRG BOGES CHE Jﬁﬁfeo et ARS8
fadiliBid R ‘é}ﬂf}e‘es@% th %a?&%%ﬁhéﬁd&%ﬂ) %@trﬂ&uhﬁg oﬁﬂl@ri‘g(hﬂ;ddﬂﬁt}ﬁhg
nenory possi bly in concert with ard
to each EFM by splitting them according to the two sources of ﬁnanc:lal gain (or loss)
outlined immediately above. This is an automated procedure that is acceptable under
the IM, and which is available to the AMS 500 in the event that the appropriate
signals are received from the IID 102. The different sets of financial claims are then
structured as entirely separate securities: one that has rights to all returns of principal,
and another that has more risky rights to the appreciation or depreciation accruing on

the contract. To the extent there are any relative preferences for one over the other,
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di sk drive 70. In sonme instances, the application
programis encoded on a CD-ROM or floppy disk and read
W@ 2@etis7€or r espondi ng drive 72 or 71, or altePOERAUY®5H01586
is read fromthe network 80 via the nodem device 76.
tl§§, hilldwd A }RBurabdt GBSt BEiRisEfh BhtSAcrEM el ARARMME bPfunds
e conputer system 60 from other conputer readable
thﬁédiea‘\gg@padamglah@g‘rﬁehab]@ to apepmarsROM or i nt egr at ed
circuit, a magneto-optical disk, a radio or infrared
transm ssi on channel between the conmputer nodule 6 1

TeNfuARe ALH cARMI ckBmpR:, GBBRLK Blest@adaBl Righthisleilbéam a
PCMCI A card, and the Internet and Intranets including

vékaE [to pryabEidi for h eerarishiial kel shavas Foboth sets pé Baansaal rights (i.e.
It I |
piggg) ﬁ‘pl %33)1‘9011?[1 %g\,dgﬁ[%mm I ﬁglgalggé\l and'T9 dﬁ téfge&lei% are
wWaIIp té pdy $1E{Bdﬁ hbtel foetheaatiaoRbinpd padkiage dwitigt th ahiir relative
departing_ fromthe scope and spirit of the invention,
praFeraRiss AR FiGRUTRRATCES 1 PaS yhifes PRATARS rﬁﬁ%%ﬁtﬂs pyeuely therQyerall

r
SERERE DT AR b L ARRF IR EOR SR loadsde e
obj’ecm:\h: psbeidingegite da]iltal dlhe @igopitim itret AVISAHD sssrohgias efiféve to
di sg) .device 64 or {1 S|or| nter 65) produces an
thesgirubsidiary sirgiies isesiRlleM convey i nformati on and whi ch
are legible or intelligible to a human. For exanpl e,
- the electric signal iflustrated in Fig. 6 is a binary
Cens;ddémméleg mmresme@m prefifrendes widen tfavaID bid, assumiechatitbyre age

64 65 9
ofiS s PEergtt rrde g S qEERA a8 BLER G Bl Biged
W chEPbEABNBE B, F8p EiatIodSiRAlkHYast eh Seftdttias ragfcofdhicome

nmore integrated circuits performng the functions or
taxjts deneted ion singlar fasbioprgransisys Theich dedi cat ed

har dwar e can i nclude graphic processors, digital

si gnal processors, or one or nore nicroprocessors and
asskicl-gt e B -serii whaste XMhigotitvegal regl, descri bes only one
enbodi nent of tge present lnvenalon and .nodi fi cati ons,

obvi'BliEmrodeaigsh e I dsPesHIVerR8d f5akanci al and _
CONpE iRBuatdns ’arés%ﬂt S’}eth@@éﬁs hetetne A"Mﬂmtto @?ﬁ’ﬁh& k&¥rity

fromthe scope of the present .invention. erm
" ¢ aimpr Subkidity éfa?mdtlﬁ5t® grtlaredabocal vari at i ons) as used

or il A e ot e BRTIL 08 Ehse of

" COng ﬁ}f—nglrﬁnmeEreﬂNNEXUR@ mﬁs\@m eﬁ’@?éfﬁ(ll 0
S| MULATI ON CODE The fol |l owin le of the

porthewinsueions g jeahbyx ba e M8 3805 Eg/th@ WOV 9200 0P thnpesusty
b Shkbil ﬁ%%échh@é{sé% Ehifhe g%p%s As a precursor to

e co owwe wll first exam ne

SOnEjselhypagahepiocessode. A normal variate X with mean
MJ and variance S2 can be generated with this code:
x=MHhsqrt (S2)*rannor (seed); A

After the initial securitisation, any future preferences that are submitted to the IID 102
regarding idealised tax structures (e.g. in light of regulatory changes) are dynamically
reviewed by the AMS 500 and if they satisfy the constraints stipulated by the IM-

while triggering the appropriate thresholds, instructions are transmitted back from the
AMS to the IID 102 regarding future pool disaggregation by the ASS 400 on the basis

of these preferences.
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| ognormal variate X with nean exp(MJ + S2/2) and

vari ance exp(2*MJ + 2*S2) - exp(2*MJ + S2) can be
w@emweneisedd with this code: PCT/AU2005/001586

x=exp(Msqrt (S2)*rannor(seed)); The "rannor(seed)”

conponent of the code is random nunber generator

6.3p&eldPrafiieci n SAS. I f we have | ognornal nmean=nean and

T&%Sﬁ?}%%%@%ﬁ% g p{'t?)\p‘g’ﬁu A ﬂ%\éu BN 52018 08228
m%tlh@&(v(al{ﬁ[&@@ﬁﬁfr*lgﬁ% fe@ﬁ%ﬁ‘e?s) ovier tifnel(RBNABANS tIFE Ghay

stored in the "weight" variable then-the TI'S 100 can
dczssn@bed ag tlurecash paYrmnttdmd@iahyathb fundofsduedi Ypmng invesorsdavela

pr,e% fc%r?-\ylé%}"_ P%g(ﬂ&gkeﬁszr)a dr h\llg%rer: }Qi'epcg %?i)artlc lap g&ggﬂa w%'}fe other

inPestdr® Eé\(eVaaﬁrEf&@fée &) thé ARanith)(kiat is, they would prefer that
z=exp( MHsgrt (S2) *rannor (12345)); out put; end; run;

pmnbo’d@e brensatedrhydhe peol and theiy re@ens Tagliged imiedarm of growth

o R T B B G B0 ey gt
ylblﬁs e Bth%fstrBﬁP@pe%[ﬁi: yitlds ¥ajauttouldd tRE2B3EBaRA0 mdcH dtker
get We}C?lftbe in that particular SLA). Around_each

hetbélﬂ{?étto P8 3y ae walggit OF srursey eneisds fo distirguish yield
r
e R b T R S e S
maQyadiibyi dxpeathiiansefadinghid tmi{ng<of HOMO)re pashrrecaiptseach
mean/target portfolio weight with a variance of
var =0. 0000000625. The vari ance selected is snall in

T&gﬁ% réthlx%@}F‘ﬁEaﬁg}ﬁf&%Hﬁ&aQﬂ ?eoﬁéﬁshd?{‘fuﬁ&%‘%ﬂi‘ng\&@ﬁ 1y

nmean.” Al |l “values I n aqua are user f1ne
armumseqmemand ofzar dtedslyend Aredidatdelsterampdieoash flows ta hlétc'hlt®
is that portfolio theor at th
red e S B o st P G Teb Ot Sias o B e endf
hol @4 (el &£ e @orieRs)! Bhek s tdul Eiltelle Rived préﬁaénceﬂnadteﬂale yields
current is that individuals cannot hold short

ovgpietitopktheinestmrag Ry vay aesaghes) suprrnpyaiondands Wik go
inGOIMRO Ri1iiL 1{1&%’( display a fairly strong preference for little to no yield since
cash distributions paid out on the undetlying securities (receipts in the hands of the
superannuation funds) would need to be reinvested, presumably incurring transaction
costs on the way, and not n@cessarily in an asset class with equivalent performance
characteristics. High yields in this context are seen as a significant performance
leakage. There are number of ways in which the Overall System 600 can manage
these problems, both in the ASS 400 structuring of the pool immediately pribr to the
securitisation event, and thereafter at the secondary-market portfolio level, in which

case the burden of responsibility falls on the AMS 500.

Perhaps the most obvious example of matching yield preferences at either of the two

junctions is for either the ASS 400 or AMS 500 to provide a straight swap facility

between the two parties that have yield preferences at disparate ends of the spectrum

.(this action would of course be based on the integrity of the original investor

information fed to the ASS 400 or AMS 500 via the IID 102, and any constraints

imposed on the AMS to undertake such activities, as determined by the IM). Clearly if .
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simulations the TIS 100 sel ects one SLA, a residual
SLA "sl a805406719", to satisfy portfolio and

w0 e@6dessté al real -estate theory. In this code PEEAU2005/001586

distribution is not created until all the portfolio
wei ghts sumto one and the iterations produced for SLA
ong|IREe B pefare'yiddd endihe theb prefaeapitb gaid éfor nedotiwdther than

Hestbbb Bt A8 fuins frobtRis R BF be RSB duriys wermuwaly
dpkedabla psicOlOR: Why tadLtha 19wt e R382083BAMS 566 €of Qlgneer £

oun s specified provide a |arge distribution of ~ _
syaBlsitBneey by oesinvatier todhecathert wliemsby Hietisveaster IbAcwitleyield

R e ST R A R

axeliigihipopmERAnit: WRRADINFRARS ofRgdorMda BVH hdiad Mdswig?). In
S2b gZCngSZ_d); x=| : w2| ;@g al 06051100 = 0. 0028363554 ;)

teqmg of s disvipg whethgr @ ogibpBieaence trehsacigngsRtbbezundertaken, the

UAREREITRA sca® b3, o) 05057205 =
0. 0024583909 ; slal 05106550 = 0. 0122340982 ;

sl g1 05108050 = 0. 0079377533 ; sl al 05108500 =
0. 80926617679, > SV dhewaffarimtividend B zanited 8yap tasinyeston /974

L4502 ORI i S e OB o

0. DOG7832864hs Al BELAOREACE tDe @il PR84E8
sl al 05201550 = 0. 0081572377 : slal 05252850 =

0. 0093179237 ; slal 05254900 = 0.0088994456 ;

Fgl g%gg%’g %\g@g}%)r?fepa %igt?v%%; éiZl%e .yieﬂ g\'/eg %?’eol}t% %9 the pool, a reasonably
straightforward mechanism to raise the yield in years when it is low is through the
introduction of debt (or leverage), which can be paid back when yields are higher.
Once again, the ability of the AMS 500 to execute such intentions is based on any
constraints imposed on it by the IM. Assuming that the IM stipulates an acceptable
debt-to-equity ratio, there are a variety of forms of debt which the AMS 500 can
instruct the ASS 400 to introduce in order to smooth the pool’s distributions over
time. In each case, the pool effectively borrows from debt providers to pay equity
participants in the years when yields are low, and agrees to repay the debt plus interest
back later at times when yields are comparatively high. Provided equity investors do
not attribute too much risk to the increased leverage, the process of having the AMS
500 and ASS 400 re-engineer the cash flows in a manner more in line with their
preferences is significantly value accretive. The formulaic interpretation of the above

is:

If T arget Yield ~ Actual Yield > X where X is the investor tolerance, then

introduce debt. The quantum of debt finance to be introduced is bounded by the
investment mandate. The target quantum of debt finance to be introduced is

sufficient to ensure the near term T arget Yield - Actual Yield = 0.
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sl al 05308400 = 0.001979778 ; sl al 05350150 =

0. 0027752779 ; sl al 05351300 = 0.0023408457 ; sl al
WO2B516630 = 0. 0026825134 ; And so on. .. PCT/AU2005/001586

var =0. 0000000625; do while (x<=l 0000); mnul 0505

T;LlOO | og Q(neanl 05051 100* *2)/sqrt(var+meanl 05051
polsmonstiate by, was @b 2960-11B5leGafEnle, assume that a single pool contains

BESBAIAAIAA RSO PN DR R v

ye&aO B 2001 diRdrsifiethand OBASTANY Hrogér{omeh |pbol the capacity to predlct
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c ﬁ‘t}‘a@ n dzg%neo@ 9942 qge‘t‘h?%sﬁﬂ@ ?ﬁblt at the end of year 2 the contract is
05057202**2) / sqrt (var +nmeanl )

gomg 0606550 90 o@ p(lmapail a8 $06 Bﬁappra:)dtmrwmvmmbhl ©B4i0s. At

tPast Bsoisect  8gtashiant sl guBstp lessaaq P PEdarturmate gisidghat

IQRHCUE dot pavila SAPSRIO0T! RnGERA the end of that year) Now con51der
05108500% *2) / sqgrt (var +nmeanl 05108500**2)); 0g nean

the folowige pltomativesoehadiss 84 hgend bﬁ)@ar 1ithe pool borrows $5 as debt at

B 20755 P Bt o nh SOkt SSlOGERs pe ivestor

o 2UBHULEN A HRE R 00BA 56650H& 330l paitibadkFES0L$0.50 in interest)
5| =l og( (meanl 051571 5 1**2g/sqrt(var+neanl 051571
amghpays fhe investor the remaining $114.50. It is not difficult to see that the

YR A 925! BB ORATANTR:: R Ha! Frean 05157

mul 05200350= Iog((neanl05200350**2)/sqrt(var+nean|05200

Aﬁﬁﬁ?“ &%@M@B&e'@r@amee@wfs%m@w 2arls i3/t simebhboERe

o 5;9/ d buying more assets. Assumm% that the cost of debt is lower than the
nuI05252850 Iog((neanI0525285 *2)I'sqrt (var+neanl 05252

togd Oetwid) generated by the underlying pool, such an approach increases the expected
%‘gldgg(gss?p?tgpgppggc(w{tlon? % 815621950g19 oov%; fts? ?.lée%olr té rl;- }rDrI%%Q uc%e5 2vv Aén

cﬁ%%@%%@%ﬂ@Qﬁh@gﬁﬁﬁﬁﬂ&hﬁﬁﬁﬂﬁﬂ5@ AR Yi SeOHnld (syrvio B8 b OBSHa1d

Mﬁﬁ%@sﬁwmswwﬂuﬁgb@ﬁéﬁﬁﬂu@é@i@ﬁ@%nqgﬁ%awﬂxvar+nean|05301
500%*2));
nul05308400:Iog((neanl05308400**2)/sqrt(yar#neanl05308

A401E s2Jexivative products based on the underlying EFM contracts can also be
| 053501 5 15 *x 2 rt(var+nmeanl 05350
e i segi)y g S%%O% or the XI\/FS n mu?:h ’ﬁl% sar(n\é manner as the simple

e Qz] tﬁﬂ;(\ﬂ&ﬁéﬁil%:ﬁé&%ﬁogfﬁ L& YSUHVERER o be structured
053513007 2) )

inmh @585 1R0BThog (Y mpailk HEBEREO prefayrcss ot eaample A5 351
. 900**2)) . . . ) . .
infiRys Shbids ot SET Realr 8 38om Hievslatility pseoeipterayih the vield

cd2aRE RO % *Bkdd-for- ﬂoatlnF” swap with a third-party institution where the ASS

mul 05357100=I og( ( meanl’ 053 7100**2)/sqrt$ var +meanl 05357
4000 thepMS 500 prov1des the intermediating services. T

derivative provider is prepared to take the risk associated with fluctuations in yield

at is to say, an external

and pay the underlying investor in the pool (who retail;s rights to all returns of
principal) a fixed yield per period. Investors who do not wish to take any risk at all
may find it beneficial to enter into a “total return swap”. These instruments are well
known in financial markets dealing with other underlying assets, but are yet to be
developed in relation to financial securities that comprise packaged EFMs. The
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mul 05400200=I og( (nmeanl 05400200**2)/sqrt (var +nmeanl

05400200**2) ) ;
WWO@BG&S&Q5O | og( (meanl 05403950**2) / sqgrt ( var +neerrA02008/801586

950**2))
g@gﬁ&fg%%aﬁ S8 (R ORAR0a50 2L ST MR T340,

%M%@Tlﬁﬁhis@ﬁl@ieﬁ%ﬂﬁﬂﬁ@@dﬂﬁm%gﬁ Q0FReZbthin paid to the
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R e -
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Sjynmary, the yield preferences of investors are processed by the ASS 400 and
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a$36id SPIRPEENE Bds)accruing in this re ard are twofold: ﬁl) cross-sectional

$2105254900=I og( ( var+nea 05254900**2)/ (meanl 05254900*
dw21)5)ﬁcat10n owing purely to the increased size of the pool (which will impact the

p(f(g qug’sﬁ%fh%) p}o?ﬁé gP{ ﬁueeng%rélnsqg%o e'ﬁlgl nun}beg c? {}'pg %? gr}cﬁa? ying
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h%g AHG+ fl)rS)t time buyers, dwellers in their middle years, and elderly

PO 1085 (29 (He iR HTE 8P 3R R 3051049 In WRAD LIRS ﬁous%golds
aritﬂth@iis BEPBAGslaoglotated (ene BUHRE3MeBANiR BrisbRRN NABRAL M
Pg@ﬁa 358 §90HRs-8gice dhversiication b3 sy odorigineting Aav dyndlenoh+
w39 Butng dlfsront e periods (o cyamalseniems 1 P A5 Hommasegee
16,000 EXEvis Glﬁeﬂﬂb@@mbm@pcﬁolamﬁﬁm@ ItlQﬁ@MBlﬂm‘may instruct the ASS
4(6%(2 (?%% %g&ﬁarzl)()/,é /O 8:1%;%)@2195 Zhgéegell»(@g%opzrggerltlgs%(1(nvyae;;- gret Q !
process may continue, and so on. In such situations, the investors’ reliance on

property valuations in one specific year (e.g. year 1) is materially attenuated by
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$2105403950=I og( (var +neanl 05403950**2) / ( mreanl 05403950*
*2)); s2 105406250=I og((var +nmeanl 05406250* *2)/(nean

WO 0e68EB *2)); PCT/AU2005/001586

$2105450900=I og( (var +meanl 05450900* * 2) / ( ni eanl 05450900

°§§€%ﬂ3§’;&‘§%’8’6‘6i%§¢”( Yaaeheseel A iAbagY* FginaiRddn susegmmb periods
(eg)%?ﬁ%%é%é Iog&(var+nean|05456350**2)/(neanl05456350*
*2));

2105530751 |,05530751% * 2) / | 05530751
T B B ORI P A RO SO S (¢ - ond or

680G 2hd e 6xtent to which they would like cross-sectional ti
5210553075321 00( ( var +reant 0880753553 1 (-Hanm BeLmsiches

diveysification) through the IID 102, which is linked to the TIS 100, and through this
s§§§‘r§2 t%gﬁlqubogl(l Qﬁ/eacgtﬁ% cll q esrg ’é’:)}%z)or{urlrgt?gsl fgr5 gesndé}noc asses
of ZREDEAT OQ=ffeer toatrnbEBal &b pArEORA pANFHI18 HHIARRI MR Ake
Peo! 1%%51@3%}6@ tq vasiorpre wellios B8 sensN¢r(qebarts O8EGH8GOhIc

reBd Inths finds suamagement ndustey dhis awould b pkin o, “eneeialivs o«

V\ﬂ]z)e)sale investment mandate, wherein the investment vehicle’s characteristics are

ﬁ567{) A og( (var “rmeanl 05556700* * 2y( meanl 05556700* *
S%Cj 1cally tailored to'suit the preferences of one particular institution. This subject

T e

05600500%*2) ) ;
F R 6§ SERBeg Rt ongRe iplrtepgusE eaton

&%hsmwmmlmﬂt@mmd lgﬁlﬁ fhrences are stored in this database,
zI 05054800=EXP( nul 050548 T(S2105054800) * rannor?
al)d communicated to the TID 112 which interfaces directly with the AMS 500. If

1r57vL:Q§1g §I§ ZIIQ QXIE?(IE’é %Bgc?ag)}g’ %%%T g'(%?Tvgfng %oc%%%évqga%%}les (%n assets to)be
adtle0 56 B0 AmEXR{mhk G2AS 500 G HEQRT SAhRQARFEAA) Sk ANORsH Bk

Jfred@e%eﬁ%o‘ih@wc%me@é@@w@ {hedoyestasy lipsprstions thrpughiie thez) SS
40 D505 7203 LENE Rir FEE YR TR BTRksEY Bobs #rstingRh

rajher than 31mply placing them into a fresh structure or vehicle. As before, the
iGN R A SRR )
wKi!c@ PhOBEREsEN b htAS ARAY SERTTR2 41%5&@&9@1@%1{4@%%' ©oBhve
efgcb@ﬂb%ﬂ@@@@?ﬁﬁ@%@%@%@@@ﬁ(gﬁdﬁﬁb@&ﬁ@bl)o’ad dineror ((3)

) .
z1 05154150=EXP( nul 05154150+SQRT( S2105154150) *r annor ( 3)

) Logku0BIb4#H0=EXP( nul 05 154450+SQRT( S2105
154450) * r annor ( zl 05156650=EXP( nul

— K&

othlsng W@@Zﬁc@w%@@)@%mrym "3));

2 hﬂé}ﬁﬂé& AMBHY, Prdfhet sk AR pletddades, rannor (3)
z m@mmmﬂ% Bxis B pobl frasoHEhTE $2 4 Q611 B'thd 2NTDASMYr ( 3)

zﬁ&ﬁiﬂ@%@“@@i@ﬁﬁfmswmsmsqm( S2105200350) *r annor ( 3)
) Then bypass process

Do loop.
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z105201550=EXP(mul 05201550+SQRT(S2 10520
1550) *rannor (3));

WQ b@52653860=EXP( mul 05252850+SQRT( S2105252850) * pa@nAT2{03)01586

); z105254900=EXP(mul 05254900+SQRT( S2
105254900) *r annor ( 3) ) ;

gumgﬁ%&@@gwgomsmsqm( S$2105301450) * r annor ('3)
Am30150%xp(m&%ﬁﬁé@%tﬁgﬁ?&§z105301500) *r annor ( 3)

%Mé%sosmoioéxmwmwm@mb@z105308400) *rannor ( 3)

40D 0156 (AP b H 8 821 05350150) * r annor ( 3)

AQS 200 Asset Origination System

05351300=EXP( mul 05351300+S T( S2105351300) *r annor ( 3
é § EX (Asset Servicing Syst% ( ) (3)

5190 P S2105351900) * 3
AZS-EQ@ osgg%swg"%gg)%ww(szl )‘ranneor()

352550) BOAnnoxss8)Jervicing Information Provider
5357100=EXP( mul 357100+s T( S2105357100) *r annor ( 3)
‘{é 105406‘95>< ‘TﬁBW ggit@srgm( S2

ANPHA00200p i pan r)5%5é’ca\i/):u’ehouse Datab
Iz| 05403950=EXP( mul 05403950 +SCRT{52105403950) * r annor ( 3)

102 nvestment Information Database

1 0540625Q5PPY . RO40ERS01 ST £2105406250)*annor (3

¢l 54509066 EXP (1wl 0 #52120 0fsi{oadk8vids0900) * r annor ( 3)
W8354538oéggpm@sa%@mwmtmﬁewm%m *r annor ( 3)
T?i) 05456350 ExP( B bR R YER R E2105456350) * r annor ( 3)

100 Target Investment System
05530751 =EXP(myl 055307 1+S S2105530751) *rannor (3
U@ }IFX Werwnstmg C5alp1ta1 10 (1ders ) (3)

zI 05530752=EXP( mul 05530752+SQRT( 52105530752) *rannor ( 3)
T%q psBedy HFBHERFYsAed G561 580 BORTEISAADHIIRT 333 andnms ( 3)
P’)efeéqfé%ﬁff%s% {167 GEEEHOHAL SsaprR |- BUPOES MBI SRRGTY, Sych

as)that shown Fig. 5 wherein the %rocesses are implemented as software, such a5 an
zI .05554700=EXP( mul 05554700+SQRT('S2105554700) *r annor? %
app! lication program executed within the computer system 60. In particular, the steps

oféh@éx%@és%ésoarg%ﬁ@ﬁ% g? %%E%a ?C%:{tge Qvgr%StEe%S Og zazﬁé‘é‘ 81r1t( the
comp@ees 586 OctEXRErvah 06 AbARAAME ARG (7105 PaHS DAY DhA T WatrFing

‘é M5spe6Tie areerpsemand s8ebomrdomTnegy H535e70E) faeabetvieeBthe
G eSS o AR bl e gu B ks gp iy

1n91ud1ng the storage devices described below, for example. The software is loaded

6005 P(ul 05600500+SORT( S2105600500) *r annor (3
1n§) tge computer EX (tﬁm € computer read %CeRmédlum and then e}Zecuted by tl(1e )

compq'é@om)@qﬁm@aaagwén%ﬂhm AP A O orl AR Frkm
recp_r@@kacms Ooe-Exmguterd mEmmﬁﬁﬁmﬁﬁébQﬁGMﬁﬁﬁbLﬁémﬂgmﬁﬁ)
Prddshigaha EOMRpuEY PRoTeaeity sHenss appdrenpeems sBRYBYs forfisey me)out

embodiments of the invention
zl 05656370=EXP( nul 05656370+SQ:QT( S2105656370) *r annor ( 3)
),
z1 05658000=EXP( mul 05658000+SQRT( S2105658000) *r annor ( 3)

) . 89
z| 05703100=EXP( nul 05703100+SQRT( S2105703100) *r.annor ( 3)
) ‘ V
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zl 05708550=EXP(mul 05708550+SQRT( S2
105708550) *rannor (3)); zl 10051720=EXP( mul

wa@sA7306-SORT(S21 10051720) *rannor (3)); zl PCT/AU2005/001586

10054650=EXP(mul 10054650+SQRT( S21

1868880 AR50 2hps &t 6 pmpi BRIl input devicessuch as o

&bYHRAEEEDAEABGIBH3, output devices includi i i '
| 5058007 oot S 008 g901 icre% lnnrgour %n:%% prmzti:r 65 and a display device
Ho5590dulmpCiamoduboaIdirlesDRTS IV er 76 is used by the computer

) 0gulpiR
* 3)) ;. z| 10056400=EXP(mul

TR o AR R g i ahd SRy S g s hons etwork 80, for
EOMOAT OOERXRL WA 1 SORT, . .
10102700) -1 annor ( 3%1 %zzﬁgr{oms%g%%%xﬁﬁ?ﬁﬂ’ 2l medium. The modem

(BBYSedtRYpiamaceess 0B U8 Ayternghnod OBy petwiork systems, such as a
%gélag %ﬁ%@%&%?é’?%p 294 i%:ﬁ\(le%%%rk (WAN) or other computers 160,
260, 01066 50 ER(with t}@ﬁmnsgﬁeﬁééﬁ% O L6 2NNS1e 3k and
%; él 10106800=EXP( mul  10106800+SORT( S21

864 HaE08 PoatiRBY teyinal 16202037 00 8EE XM riidich of the computers

ARSI R RS ) 7

15054400) *rannor (3)); zl 15056900=EXP( nul
5056900+SQRTI( S 15056900) *r annor ( 3) ) ; _
@ﬁ %’6%‘2% @%&if( %ﬁmpsc@ 8&@%@@@1&@2 g?&%%a@s%@) uibhh@rpgnory

" Unit 64, fokR4BBR forrePLoM! se&%ﬁ@&%ﬁﬁ% é@éé%r?}%éa%(ﬁ%l\d) and

[)*rannor(3)); zl 15106952=EXP( mul
re%h rdp 5Eeyiar A AROM)3) Dherezdrt HHO8SHPHNPY intkrfaces including a video

e R DS H0E T2 B R Pt Bmpnsrag g pmsiopaly o
cprd EARDGPA8R] Al AlREf 1Mk fa2d 0 453 3 Raekh 59 olggggrﬂi%? (’i Sgmera 77.

I é%r annor ( 3) é; zI 20100250=EXP(mul 20100250+SQR
A B18%8H gyye 3 HrRIPYiERy and typically includes a hard disk drive 70 and a

RO IR0 ST ARG B

ROMrdarva 02 (i8)y)pically provided as a non-volatile source of data. The components

IZQ}OP 12=EXP$mJI 0 066612-}-8 (S2120106612) *r annor ( 3)
1o /3 or'the computer module 61, typically communicate via an interconnected bus

6;1 !aﬁ&z) lilrg% %%%%%ﬁ(é;(mp %%u&%%éo%ib%ﬁ%gﬁﬁ%g&%po%g&;&ﬁ ap H]% rcg)gq)puter

syt $SkRTVS2a 1R6d i8¢ yelevanhart. ( Byxgmples of computers on which the
51=EXP( mul 25033751+ S2125033751) *r.annor ( 3),
R R AL S s

of SABADARGTL 9Ystémasheived Birelrom, */ 2805406719 = 1 -
sunm( of zl 05051100- x805406279) ; i f 0<z805406719<0

. 002836355 t hen do;
Typically, the application program of the preferred embodiment is resident on the

hard disk drive 70 and read and controlled in its execution by the processor 65.
Intermediate storage of the program and any data from thé network 80 is
accomplished using the semiconductor memory 66, possibly in concert with the hard
disk drive 70. In some instances, the application program is encoded on a CD-ROM
or floppy disk and read via the corresponding drive 72 or 71, or alternatively is read
from the network 80 via the modem device 76. Still further, the software can also be
loaded into the computer system 60 from other computer readable media including
magnetic tape, a ROM or integrated circuit, a magneto-optical disk, a radio or infra-
90
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out put ; x+1; end; wtl; end; run; ANNEXURE 2 SAMPLE TI S

100 TARGET PORTFOLI O QUTPUT TI'S 100 Target EFM
werobfladsre® Cut put Passi ve Val ue- Wi ght edEFM PoPCT/AU2005/001586

Weighting Metric Last Last Last Last Four Four Four

rég%[nsggse hé%gga eg%hgrchﬁ@ ggg{ tdﬁfel\é\ef ggatm} ccA\c/l

cgﬁpaeﬁteambl@ gar&\tsﬁapdfsad)ctmem |cﬁndeand31he detefiet ael Ilﬁtmneﬂs
rice Properties Propertjes 10505 8%5 49% 5
inslushing epaigisensyossiens and SAormatipngseprdaspnsebsigs @nd@@ﬂe The

A SR R S 0 L Do

reb@53 6 nidBEWa R b6 Bivc Accd6iitdub &Y BBgTEM L. SOp6 almss;ﬁm of the
1. 38% 1.32% 1. 35% 1. 29% 97. 64% 2. 36% 10535 1. 99% 2. 08%
MyeHioR 2. 10% 61. 98% 38. 02% 10540 2. 90% 2. 72% 2. 94%
2.75% 77.22% 22. 78% 10545 2. 77% 2. 68% 2. 78% 2. 69%
93.27% 6. 73% 10553 1.93% 1.81% 1.94% 1. 81% 96. 01%
[t3heddndOBS B stsi SRt Shad St plrBBe©5the @%nsates 4ystemd 60 6940 generate

0560 4.28% 4. 19% 4. 3 21% 8 8% 1
Iagaly ShEed STeB Al G g R B D B, A E ) D Foyhen
%ﬂka% 2 098 ?lni@%?{fbg fu83 %6 the 4Kkt HRVize G4 3pUhe(ritdod3) 25%

6% 96. 56% 3. 44%
produces an 1nd101um or indicia which convey information and which are legible or

intelligible to a human. For example, the electric signal illustrated in Fig. 6 is a binary

- encoded signal 01001 which when applied to the display device 64 or printer 65

. causes the indicium 9 to be displayed or printed.

The processes can alternatively be implemented in dedicated hardware such as one or
more integrated circuits performing the functions or sub functions of the processes.
Such dedicated hardware can include graphic processors, digital signal processors, or

one or more microprocessors and associated memories.

The foregoing describes only one embodiment of the present invention and
modifications, obvious to those skilled in the financial and computing arts, can be

made thereto without departing from the scope of the present invention.
The term “comprising” (and its grammatical variations) as used herein is used in the

inclusive sense of “including” or “having” and not in the exclusive sense of

“consisting only of”.
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20505 3.36% 3. 61% 3. 36% 3. 62% 47. 04% 52. 96% 20510

2.87% 2. 71% 2. 90% 2. 74% 89. 10% 10. 90% 20520 0.51%

WO 20082653761% 0. 50% 96. 61% 3. 39% 20525 1.12% 1. BCHAL203001586

1.04% 83. 41% 16. 59%&@?&@ 1.82% 1. 90% 1. 84%

86. 43% 13. 57962 : A 4Ba8% 96. 14%

3. 86% 20548F-65% : 996 15% 3. 87% 20545

2.30% 2. 34% 2. 32%2 38% 79. 84% 20. 16% 20550 3.59%

3. 43% 3. 64% 3. 49% 93. 54% 6. 46% 20555 1.34% 1.27% 1. 36%
The follgwingdsa a sampls of e, ruidel omelaiion codoysyd &y dho TEHDRO within
a stat@rical 30lity BIOWRTSHSS .3A D2 preaun@otp 3hogosescomplicated tadg below
we wilBfif6 ex 2057 Sofe b Pere8owods 3morid Haffte 30%ith4nGh U
and vafAmaR 2 QA%eGeB@ted vANMB. Bd8H:SDIV4864r8STBHROKS&EIN. A 9%
lognd2mAPYariatd X 50 MemDLpA1L ROB) 2880y 2i4ht b cQpQBD+-QF30) -
exp(z@h@@%é)z Qa8 BertetHe & wiB%hid 368 0. 09% 0. 08% 0. 09% 0. 09%
x=ex§%\/lﬂ4§ S96% QQ e%d ?ﬁe@‘g&mg% Qegd)ggeo;?n gﬁ%gog%egc%%;% is

0 0 0
rand g“@ %%}‘Qof % ‘1%?/@% 17% 99. 41% 0. 59% . . . . .

052 6% 0. 45% 0. 46% 0. 45% 95.38% 4. 62% 30 0.63%
If Weé‘%‘i %%@i Wity ke bt va5et BT BNga0¢ 830,
shou /ﬁ%ﬁséfénk?aés%b 38% 0. 38% 0. 39%

S2= 1%<W£l&®*§%%ﬁ%5§’@b 75% 0. 77% 0. 75% 0. 77% 96. 64%

3.36% 31020 0.19% 0. 18% 0. 17% 0. 17% 97. 60% 2. 40% 40505
If them &a®ate B8%%l in d8IsveightvsagiabBobsieths 396 106 ¢ usegrewde . 59%
simildr. 68% 1. 59% 85. 45% 14. 55% 40515 . 1. 73% 1. 69% 1. 70%

1. 66% 83. 06% 16. 94% 40520 1.94% 1. 88% 1.95% 1. 89%

data 9@r ePah3h% 41015 0. 16% 0. 15% 0. 15% 0. 14% 97. 33%
seta;2- 67% 50505 1.71% 1.74% 1. 74% 1. 78% 72. 77% 27. 23%
do iter=1 to 10; '
mean=weight;

var=0.0625;

MU=log((mean**2)/sqrt(vartmean**2));
S2=log((var+mean**2)/(mean**2));

z=exp(MU+sqrt(S2)*rannor(12345));

output;

end;

run;

The code below produces a data set “new2” which contains the target portfolio
weights for each individual SLA in the country (i.e. “sla105051100” is the field name
and its value “0.0028363554” is the target weight in that particular SLA). Around
each target portfolio weight the TIS 100 is able to generate a random log-normal
distribution with a user defined mean and variance. This code below creates 10,000
iterations (do while (x<=10000);) around each mean/target portfolio weight with a
variance of var=0.0000000625. The variance selected is small in order to generate
enough dispersion around what is a small mean. All values in aqua are user defined
and consequently variable. An added complexity to the TIS 100 model is that
portfolio theory requires that the sum of portfolio weights sum to equal 1. One further
restriction in relation to residential real estate currently is that individuals cannot hold
short positions (i.e. negative weights). To over some this component in the
simulations the TIS 100 selects one SLA, a residual SLA “sla805406719”, to satisfy
portfolio and residential real-estate theory. In this code the distribution is not created
until all the portfolio weights sum to one and the iterations produced for SLA
“s1a805406719” are bound by some user defined tail distributions, in this case
“0<z805406719<0.002836355”. These numbers are selected given that SLA
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50510 1.71% 1.67% 1. 70% 1. 66% 94. 31% 5. 69% 50515 2. 77%
2.73% 2. 78% 2. 73% 93. 73% 6. 27% 50520 2. 25% 2. 22% 2. 27%
 WQ 2080336 21% 4. 79% 50525 1. 68% 1, 64% 1. 68% 1. BAPAU2005/001586
8138@-?14%7%? "gshpmid be digtributed 4vpund §4408 8 Bt othorrdiro shestamnds
specified poaviiesobrey distoibgicnshrosttlecvalued.% 98. 89% 1. 119N
ANNEXURE 3 SAMPLE EQUI TY FI NANCE MORTGAGE CONTRACT
The daairediveightsdhen bedBiNe infhiosintcAe eelelatioteNthe portfdiam@turns
and valvbideb] in2hi9 224 therpwill 88102005 | MPORTANT NOTE Thi s
docunent does not contain all the terns of your |oan

, data)%%ﬁ@%&gfé%ﬂe én(% g i dF@ Uae I nformati %av\%lggsrzg

x=1: Tequired by law to g| ve you before the agreement is
rrade Further terns and information are in the Loan

About this agreement This agreenent
Slamrsggﬁ@(}e éng)g§3%95\€4docunents the Details and these
slal06a3809)= & 9%%595%5/ shoul d be read together. The | oan
slal030326Ren@-00e% A s onl y become binding on us if you
slal0RBYH79itheaotMé4tfer in the Details and we have
slalOéﬁﬁ%@ﬂedOQ@@%S@ﬁ er. The neani ng of words printed |ike
sla10505R0anrd0.602458090ky key words is explained at the end
s1a10§}]oagse&eo@em4e9s3lﬂﬁé ns. Clontgn:ﬁ plage How yog 2bt2 aw t
sla105NE8d50an0 8P 533 How we | en e | oan anoun a
s1a1ow@ésob&p@969ieaﬁ%zl Wat you nust pay -and when 3 What
slal0 5{1_1[5'6 @%73]114}89‘?epaynent .'... 15 Oher anpbunts 1
slal §§b %G%\ﬁ’rent & 6 Requirenent to pay

....2 Depreciation discount 7
d1a108 ﬁ‘@ 3 ’|on di scount 2

slal05157152 = 0.0087832864
s1a105200350 = 0.0111008168 ;
sla105201550 = 0.0081572377 ;
s1a105252850 = 0.0093179237 ;
s1a105254900 = 0.0088994456 ;
sla105301450 = 0.0026881479 ;
~ s1al05301500 = 0.0068261252 ;
sla105308400 = 0.001979778 ;
sla105350150 = 0.0027752779
s1a105351300 = 0.0023408457 ;
sla105351900 = 0.0026825134 ;

And soon...

var=0.0000000625;
do while (x<=10000);

mul05051100=log((mean105051100**2)/sqrt(var+tmean105051100%%2));
mu105054800=log((mean105054800**2)/sqrt(var+mean105054800%#2));
mul05055200=log((mean105055200**2)/sqrt(var+meanl05055200**2));
mul05057070=log((mean105057070**2)/sqrt(var+mean105057070**2));
mul05057201=log((mean105057201**2)/sqrt(var+mean105057201%%2));
mul05057202=log((meanl105057202**2)/sqrt(var+mean105057202**2));
mul05106550=log((mean105106550**2)/sqrt(var+mean105106550%*2));
mul05108050=log((mean105108050**2)/sqrt(var+tmean105108050%*2));
mul05108500=log((meanl05 108500%*2)/sqrt(var+mean105108500%%2));
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8 Cal cul ati on of appreciati onpaynent and depreciation
di scount 2 9 Irrprovements 4 10 Valuing the property 5

W@E2006510 ment Re ing early 6 Default 1PCTMA®ER005/001586
] 1 LY o (AP 1541 S WG BEmasab g s H BT 14

mul ﬁéﬁiQ—IOg((IémleS%%&‘éﬁmsqmmﬁemmlwI(Séﬁé(mfé)) Credit
mul @3d 46630=16e(GaeatiDF KI6660" 20sqrifvenmant0ils6650142)),;

mul G5 6B t=og((thean 105 BT ALTIOMEGr @t ndaadSEITT$5 B+2P; How we
mul 0557 BSCR 65 (6Rea1 05 1579 BL 5+ sd(vElHamden 105 1301 52#+2))

mul 0520034 (-985(B8c4h 185300456+ a&xﬁe%nwimgw*gj)ﬁef
mulmmsu=q (tﬁ%l@%l@%*‘*‘z AACLTRH D1 %

+me.

@qf

mul042 =

mu ~{og{fm l‘lb ﬁ%g ne § ) vvork”

% A RN
apl

jov)

mul A pRERRAnSP> 304 Q)er )ioan
mul %ﬁ@g(m%nww%ﬁ%’%* agﬁ(a(ﬁﬁmmh()-‘é@%m )Der s 3
mul Ystog(rmeand 893 398 M V@ sativar mnaant0335ah5ATaNNt  You

mul (31 3¢0spheg((medn1 85U R0Q* R0 aqivartoveahi @ASU30QHTE))ot her

mul Q536 L9AG=]log((reand D534 0805 2)/stiotvae hean t0335¢90@24a))anount
mul G382 £50=1og((1Méard 05 B2 550+ 2906kt (vartnidaal 033305 50%0y); at 4
mul (385 AV g(th€ant 0HIS 7Y 00 28R4 F hriniean 1083 57 0gy*+appunt i s
mu1mbazmi(aﬁé&1ommmﬂf Iﬂgaﬁ%ﬁPGSJOQZW*Q?gr

muldﬁ@@@ég( lﬁ@anqzssmbséha &hl §s40Bg4Babs, t hat

mul —lo inf§§4d eaﬁﬁ%ﬁ'@ W&Q eoPoLoan
1 ((mea #

gzldﬁgggggeégg((mgaérlﬂ qrt var+mean @*Qg)gyou or

And so on...

s2105051100=log((var+mean105051100%*2)/(mean105051100**2));
s2105054800=log((var+mean105054800**2)/(mean105054800**2));
$2105055200=log((var+mean105055200%*2)/(mean105055200**2));
$2105057070=log((var+mean105057070**2)/(mean105057070%%2));
§2105057201=log((var+mean105057201**2)/(mean105057201**2));
s2105057202=log((var+mean105057202**2)/(mean105057202**2));
§2105106550=log((var+mean105106550**2)/(mean105106550**2));
s2105108050=log((var+mean105108050**2)/(mean105108050%*2));
s2105108500=log((var+mean105108500%*2)/(mean105108500%*2));
§2105154150=log((var+mean105154150**2)/(mean105154150%%*2));
§2105154450=log((var+mean105154450**2)/(mean105154450%%2));
$2105156650=log((var+mean105156650**2)/(mean105156650%*2));
s2105157151=log((var+mean105157151**2)/(mean105157151**2));
$2105157152=log((var+mean105157152**2)/(mean105157152%*2)); -
$2105200350=log((var+mean105200350%*2)/(mean105200350%**2));
$2105201550=log((var+mean105201550%*2)/(mean105201550%%*2));
§2105252850=log((var+mean105252850%%2)/(mean105252850%**2));
§2105254900=log((var+mean105254900**2)/(mean105254900%*2));
§2105301450=log((var+mean105301450**2)/(mean105301450%%2));
$2105301500=log((var+mean105301500**2)/(mean105301500**2));
$2105308400=log((var+mean105308400**2)/(mean105308400%*2));
$2105350150=log((var+mean105350150**2)/(mean105350150%*2));
§2105351300=log((var+mean105351300**2)/(mean105351300%*2));
52105351900=log((var+mean105351900*#2)/(mean105351900%%2));
§2105352550=log((var+mean105352550**2)/(mean105352550*%2));
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your agent. 4.2 The datefor repaynent is the earliest
of the follow ng: 2 Wat nust happen first (a) the
waatoe/103576vhi ch you transfer However, we only hP@BAUR005/001586

S2105%517&OPflog&Vaﬁmﬂaéw&%%lWé?lé(rmanﬂf@iﬁﬁﬂl9&*&2 5t in the
s210pf ¢R8P Tlp ety ar ta)cank0 480200+ E2 W (nveani 1 0H4002801*@))gt h bona
s21064@8958alog((vartimeas Hi5403 95042 inakand HO08AS(HFR))t he dat e on
sZ10\‘&M&‘ZﬁOarmgqmlhfmdahWSGOGWNR}Z(md‘aﬁ$m2m**QgtfpU| sorily
$2108430900e kgt (Rer-rhah B) 3250900+ 2 Pimea Y0 5450960 ¢hyany
5210545338083 ( OO@rMb%nfUSQB%GO‘i“Q (fméaﬁﬂ@Ms@sé@H*Q}) as fire
s210§m§is3%bj~10fg (%Kﬁme‘aﬂmsu@ §? hd (¢) the

S~

szlogg s%nfb'gt’ ﬁ%&é 3580Fs 1 ﬁ o8 ﬁm 5%@'75‘13% hoe) ;" entry
5210 p arhied § Aean .- § > or e’ of
5210 g% gwmﬁgj %*9 / Q 0 ):
szloggﬁf);%%—{s» R % O30 ve

G} negp
s210p a4 9RFIoR((Vaansrr lOS6 P AT AR HEaand 929546 ERYs, pl anni ng
s210p 5 3§Arlogtivarean ot 553 Wi &2 )mesn] 0¥56350*¢Aes, repl i es
2106 55 196 6plog((yacoreasl (526 89 BF * 2 enqandPesst 95 HH 2 pr
s2106 708+ loig((war-+aredn HISIS66 TG0 * P dmead €8IS 6 7@0**APr eenent s
s2105 £38258+i0g((varHndail (5568250 DR nekah 053 8p®0thy; af ter you
sz1osswsoodl%g((wmn&@ﬁws16owsmdz%m1@560090%*99 l'ast of
s21036040@0§ Vgﬁ%&ﬁﬁ%o@@tfd*@%%m%o@b@w ) s the

earlier. I ch are satisfactory to us; and” You agree
otify us as soon as either (b) you are not in
Andggggult under this of the events described in (a) or -
(b) agreenent (for exanple, you have above occurs, or -

210531 °§g%m§$@50§?ﬁ%%§ﬂda§aw§0§biocﬁm BlphSTBy s, char ges
gﬁ%ﬁ‘ﬁﬁm y1 03354 B QOISR (S2 509054 80D *1a8ner( R v t o
z105 55AQ0=EXP(mu105055200+SQRT(S2105055200)*rannor(3));

2105057070=EXP(mu105057070+SQRT(S2105057070)*rannor(3));
2105057201=EXP(mu105057201+SQRT(S2105057201)*rannor(3));
z105057202=EXP(mu105057202+SQRT(S2105057202)*rannor(3));
2105106550=EXP(mu105106550+SQRT(S2105106550)*rannor(3));
2105108050=EXP(mu105108050+SQRT(S2105108050)*rannor(3));
2105108500=EXP(mu105108500+SQRT(S2105108500)*rannor(3));
2105154150=EXP(mu105154150+SQRT(S2105154150)*rannor(3));
z105154450=EXP(mu105154450+SQRT(S2105154450)*rannor(3));
2105156650=EXP(mul05156650+SQRT(S2105156650)*rannor(3));
2105157151=EXP(tnul05157151+SQRT(S2105157151)*rannor(3));
z105157152=EXP(mul05157152+SQRT(S2105157152)*rannor(3));
2105200350=EXP(mu105200350+SQRT(S2105200350)*rannor(3));
2105201550=EXP(mul05201550+SQRT(S2105201550)*rannor(3));
2105252850=EXP(mul05252850+SQRT(S2105252850)*rannor(3));
2105254900=EXP(mul05254900+SQRT(S2105254900)*rannor(3));
2105301450=EXP(mul05301450+SQRT(S2105301450)*rannor(3));
2105301500=EXP(mu105301500+SQRT(S2105301500)*rannor(3));
2105308400=EXP(mul05308400+SQRT(S2105308400)*rannor(3));
2105350150=EXP(mu105350150+SQRT(S2105350150)*rannor(3));
2105351300=EXP(mul05351300+SQRT(S2105351300)*rannor(3));
2105351900=EXP(mu105351900+SQRT(S2105351900)*rannor(3));
2105352550=EXP(mul05352550+SQRT(S2105352550)*rannor(3));
2105357100=EXP(mu105357100+SQRT(S2105357100)*rannor(3));
z105400200=EXP(mul05400200+SQRT(S2105400200)*rannor(3));
2105403950=EXP(mul05403950+SQRT(S2105403950)*rannor(3));
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financial or other information) and no-one who

provides a security is in default under that security

woro0aasss# t hdrawn fromit. Qther amounts (ii) tPET/AP2006001586
21054062 9FERP (and 054062601 QR T (S2£05 496260 rannen(BPnses may
2105580 E R a1 P24A09A0-5SQRE(S2de54609 0@ rannbr(8))] ch payabl e
ZIOSGﬁMO%mmgﬁmnmmRﬁmlOMSBSQO)EJmt;lt(S))V\B
z1osnéammmmhet)is@ﬁesmsmnmnomsswra@hbﬁs))securI ty in
2105586758 +BXP (Riu 10553075 RYSORT 2y 64 3@75 ““ﬁiﬂmb 3
z105§9@ﬁﬁ&ﬁ§@idnh1@5§3®@§2+ Rf ? 54930 952 '*I
210538G 3SR 1A 1 H59507 55+ 5%7 a T you renew
210 o'—E%éP’ &tﬂ?ﬁ 5%‘41? i

z105

]
2105 g : Sé %?Q §ann?r ))all f ees
Z105 Qh‘ é@uﬂ%-‘ﬁ”é@S B2 5f5§8§0 W@n@lﬁ ges
2105694 RE& R eas03 1967 0e SRR T (521 035 56700) fennen3dxt ent  t hey
210537 & SREwWE (muh@S £588 6ot SQRBESA1 035 58250 4rmpnad3ged or new
21056@Q5 00FEXREmE PRI 00A A0SR TSR 1 €4600500) *aintd3)or  char ge
z10560400DFEXP(1au§ 06040063 @IBTISE 1 65608060)eraahen®)) n t he
2105684 S00FEX P(ah 1 85504500+BQREN(S21 03604800 * SAMSH SHENt By
- 21058551508 EXPYmaty S35 85 a0 sfzmsa%lso R&nﬁﬁ? es and

Tall to
ave done
’ask t ake

z105856376SERP &ﬁf@id%%@is tisenment),
z105\9§8666¥E3¥P i@ﬁ’b%séo% PRHherSyange the
7105 ‘68513)@ T6(¥+ Lkn ac ;gagce with
2105 ay

i n@m‘ changes in
2110 p%]* J‘ﬁQ T 3”%9%”@%‘8“%& fegs and

z110 gﬁ]s (Iéu 1995i4é %&Q S?h]é) é 50 tmpro@iy i nposed
211083505 PRRP (g8 E}%&ew (ﬁ611Q9§5 ﬂl)’éname@@))
leO@iﬁ?@éﬂEKQﬁd)ﬂ 100589@1-HQRT(SPHHI0S 59t taenor@d));not  you are
z1 1005902 FBEP Gnu biD056202MQRES21 H0452023Hgasor(B);pr i nari | y
211003 @0DeEXB(ma LI}056H80-$OR BBY1 H00864 G+ @nAdr(3);us on
z110163700SEXPQhit i HH02{00+SURT(STP102760)5REASH ). We take
211000305028 RPaAH BE(G1090 (S2 1080905 ERLd:03));any Wor ks
zllolmJoUQEKP(rﬁQPf(H\O%ﬂo (@2 PRAUBM 0} S PR}l t Of your
z110{® SHLE)d)gEﬁPfU% ¥6f¥6+ts Xziﬁ%kégﬁﬂﬁm r a6

2110 T6E38bLE LB huf R188¥0 AR 1?1‘(‘55‘ 101068605 8 or(3));
z110107000=EXP(mu110107000+SQRT(S2110107000)*rannor(3));
2115054400=EXP(mu115054400+SQRT(S2115054400)*rannor(3));
z115056900=EXP(mu115056900+SQRT(S2115056900)*rannor(3));
z115058450=EXP(mul15058450+SQRT(S2115058450)*rannor(3));
2115076951=EXP(mu115076951+SQRT(S2115076951)*rannor(3));
z115106952=EXP(mul15106952+SQRT(S2115106952)*rannor(3));
z115108350=EXP(mul 15108350+SQRT(S2115108350)*rannor(3));
2120057551=EXP(mu120057551+SQRT(S2120057551)*rannor(3));
2120074851=EXP(mu120074851+SQRT(S2120074851)*rannor(3)):;
2120100250=EXP(mu120100250+SQRT(S2120100250)*rannor(3));
2120101350=EXP(mu120101350+SQRT(S2120101350)*rannor(3));

212010661 1=EXP(mu120106611+SQRT(S2120106611)*rannor(3));
2120106612=EXP(mu120106612+SQRT(S2120106612)*rannor(3));
7120107552=EXP(mu120107552+SQRT(S2120107552)*rannor(3));
2125011801=EXP(mu125011801+SQRT(S2125011801)*rannor(3));
z125033751=EXP(mul25033751+SQRT(S2125033751)*rannor(3));

And so on...
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security; You nmust pay the appreciation paynent if the
(d) our reasonabl e expenses of giving repaynent val ue

WO 200ai108%¢6 t han the entry val ue. consent, noni POT/ADIQ0SH001586
takin% ot her steps in connection with any works; 7

/* 2805 %%7 POEXR P EEI4AP T T SERB(EEBNT4 04NER ) 7 ranndr (Bhie */

280540pHai Sed varueoa e A er54PF37Mhen we ask, any

if dQE@ﬁﬂB@Qﬂﬁof&ﬁﬂ%@E@@ is less than the entry val ue,

thehNBN. YOU expensés we reasonably incur in my be
entddibed. to have the total anount owi ng enforcing this
agreanent or a adjusted by the depreciation di scount
enf; security after you are in default accordance with
vtthe "1/2/1 rule” set out in (including: clause 8. (i)

endiin the case of a nortgage, 7.2 You are not entitled to

Funit he depreci ati on expenses incurred in discount if you
prepay the total anobunt ow ng preserving and
mai ntaining the prior to the date for repaynment, or if
the total amount ow ng has becone i medi ately due for
property - such as by payi-ng paynent under clause 13.
i nsurance, rates and taxes for the property; and 8
Cal cul ation of appreciation paynent and depreciation
di scount 8.1 We do not charge you interest on the
anounts we | end you under this agreenent, unless
youare in default. If you are in default, then we
entry value and the repaynent ' charge you interest at
the default rate on the value. anmounts specified in
this agreenent. Assune that the | oan anbunt was 8.2
The total anmount owi ng nay be 20% of the entry val ue
(in other nore, or less, than the original |oan words,
t he nortgage has a 20% anount, dependi ng on:
| oan-to-property-value ratio at the entry date).
Applying the "1/2/1 (a) the difference between the
rule", you will be required to repay property's entry
val ue and us on the datefor repaynent the repaynent
val ue, and | oan anbunt we originally

97

SUBSTITUTE SHEET (RULE 26) RO/AU



advanced to you adjusted to reflect (b) whether any
ot her anmobunts becone three alternative scenari 0S:

w@agehbs7¢ f or exanple, if éou are i n default).PCBEAURG05/001586

the property's repay en you repay the total

amount VS‘%@E%@ ARPFARGET BORTRBLIY Olgﬁyﬂff‘g’ you
nust pa

apprec:| atl onpayrrent |n | oan anount pI us an accordance

described i n1dp 406 ga bg ‘Epl‘&)% of "t he
praoperty's ar é)aéﬁ‘t’?VIabtf'WGlgbéé‘b ¥ Bogla| ue i ncrease:

depr eci at i on WeigktingMetrie accor dance with the "1/2/1
rule”. (b) if your pLagertylLsastrepaynent value is |ess
than tHesentry.a& 4 | Foyou chegse to repay early under
val ue, pyap rrusbmr epPaYiats thaIQérause 11, or if the
total @peEPt Juass angﬁ{e gg owi ng has’ becone

i mredi agely deprlg ascount of 20% f or
ery&haus of ol erty S
,%ﬂwe#&?u. - ﬁ« %ri, el SHEARET Y, S
Identi L LG ,_.'e. .;_" iss
10505pay t he- 3%y i 4 p yne {)84A> 50.16%

,3 52
10510 ppreC|3 O%np 5 ﬁélé’r t 89%al ue i s3pR6%ame as W%
10515ent ry 511/1% 0 ﬁ@p%’ bol6%i | | SAéYe be el i GHBB% val ue, 3/e86%
10520must  r @Yo us28h% f 02.62%e d2pb¥ci ati on7@i06%ount,  22.94%
105250ri gi nal85&oulv8that 2.86% en2.68% you. 88B.5Tte " 1/ 2/ 111.50%
10530rul e" WBsks a$.30% | ong5%Thel.29%2/ 1" deSgwipd i on conmes36%
10535f rom t hgowesel aiogwshi p.obed weenodshe 20% Gapsyhere thesg 02%
105401 epaymerfooyal p@2is | 991y, t he740% shar e79hogy eat er thamgy,
10545t he e”@?ﬁ%’a' 9880t Nex ggyn. 8t he 20%ghage of the673%

10553! 0SS ('1‘3‘)30/t el%li’ B/eflb?% 4on Pg é‘e . y°“98“6%3/ pay 1's Ly,

1055511 TS YhSe a 55.84% 44.16%
10560 4.28% 4.19% 432% . 421% $8.62% 11.38%
10565  3.65% 3.69% 3.66% 3.71% 69.63% 30.37%
10570 207% 2.12% 2.09%  2.12% 94.83% 5.17%
11005 025% 026% 025%  0.26% 96.56% 3.44%
20505 336% 3.61% 336%  3.62% 47.04%  52.96%
20510 287% 271%  2.90%  2.74% 89.10% 10.90%
20520 0.51% 049% 051%  0.50% 96.61% 3.39%
20525 1.12% 1.03% 1.13% 1.04% 83.41% 16.59%
20530 1.88% 1.82% 1.90%  1.84% 86.43% 13.57%
20535 041% 038% 0.41%  0.38% 96.14% 3.86%
20540 1.05% 1.00% 1.03%  0.99% 96.13% 3.87%
20545 230% 234% 232%  2.38% 79.84% 20.16%
20550 3.59% 343% 3.64%  3.49% 93.54% 6.46%
20555 134% 127% 136% 131% 94.87% 5.13%
20560 0.81% 0.78% 082%  0.80% 97.43% 2.57%
20565 3.92% 4.08% 3.98%  4.14% 81.14% 18.86%
20575 0.71% 0.68% 0.73%  0.70% 85.39% 14.61%
20580 0.92% 0.89% 090%  0.87% 96.24% 3.76%
20585 0.49%  0.49% . 0.50%  0.50% 91.41% $.59%
21015 0.08% 0.07% 0.08%  0.07% 93.47% 6.53%
23520 0.09% 0.08% 0.09%  0.09% 97.04% 2.96%
30505 793% 7.97% 7.92%  7.93% $3.82% 16.18%
30510 025% 026% 025%  0.26% 93.39% 6.61%
30515 017% 0.17% 0.17%  0.17% 99.41% 0.59%
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of the | oan amount to the entry value, nmultiplied by
the 8.6 If the | oan anount was ot her than difference

whetosaass’¢ he 20% of the ent ra/ val ue, then the pepaye®sno1sse
30520ya ue Hd”2 ne0&GYe y BhbGnt SO-68ecul at ed %08d& the =~ 4.33%

30525 1/ 2/ 108 ue; Oddth r uO 46%( anQJI4%1(wy appr e8P 38Von paynerdt62%
305300r depPéSlati 691% scoad) (BbHl%here t h@628%aynent  3.73%
30540val ue DsSS2%ar y0pOBpor 0.62at €).§0%For exad®plo8% | ess t ha2%
30545t he en0r3g%Wal 0838% he0.a8%une).s9tat t he | gaiFosgount wWas.30%
30550depr ecpatsepn dizggound.75% eaquayyonly 10%seue, one- half3gy,
3102001 209 1084 t 001189, r 8.1 p,0f § sl 0an amouighoy our 2.40%
40505 P" 096”136 8 eNf Isgoval ygso Thepgygio the e@hfsbtyVa' ue.  5:50%

mul ti pI i f pr ty' paynent is by
40510Ul U1 T ln,g@/ N %55? §‘JI gh‘s5§°’ehan thes%% Loy 14705
40515 bl @ 5/% (T or16.94%
40500YOU MU / % pl usan g ciatio 9 35%

paynent- § % he 2/ o vary 0

41015propor911§ tepJS/‘ForOi@‘% of0A%4t i e Pﬁ3\34‘| ue but %§7%
50505t he exardfe, Ad4Ume HA4Y t he78fount we 7Rl y 27.23%
50510 pr oper 1186 reb&?%entlvﬁ%ue §.66%ess was 9631% 10%(| e5.69%
50515 0ne- hakf77%6 20%B%of 3.38%6 t MaR3%he entr@3vabwe, you 6.27%
50520nust  paysps op2r2ly s 2pT%y vaRite. Then, 9pR1¥he 4.79%
50525 pr oper 158% Us116A% | onpgBwNDUNG4%ess a repadyment val ue.63%
510011 s hi gb@uo4 hap.ousxe eqbay vad oy, deprecibaigien di scoumpisgy,
52505€qual h@180% YeuoTush.opaY Ugoidfe | oan agmyst plus an gy

of thefatt—Tm that—valrue. —apprecrationpaynent —eqgual
to 20% of that rise in value; but if the property's
repaynment value is less than the entry val ue, you nust
pay us 8.7 Schedule 1 contains several exanples that
the loan anobunt. illustrate the application of the
"1/2/1 rule”. 8.10 If the property's appraised val ue
8.8 The "1/2/0 rule" works as follows. stays the sane
between the entry If you prepay the | oan anount date
and the date of prepaynent, under clause 11, or the
total ampunt then .the total anount ow ng under ow ng
has becone due for paynent the "1/2/0 rule" is once
agai n equal under clause 13, then where the to the

| oan amount (ie, 10%of the , repaynent value is
greater than the property's appraised value at the
entry value, the appreciation entry date). paynent you
must pay is two tines
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the ratio of the |oan anmount to the 8.11 Each tine the
apprai sed val ue nust be entry value, nmultiplied by the
walewsnnisned for the purposes of this agreenment PCT/AU2005/001586
di fference between the repaynent we nay obtain a
conpl yi ng val uation Xo val ue and the entry val ue.
determ ne the appreciation paynent or depreciation
di scount (if any), at y expense. If you prepay the
| oan amount_ 9 | néﬁﬂég@ﬁser clause 11, or the
total amour ~ SINANC ASECONTRACITENt under
clause 13, there is no 9.1 You nust get our consent
and all necessary approvals fromauthorities (and the
governi ng depreciation discount, even if the body if
the property is part of sharedschene) repaynent val ue
is less than the before you carry out or permt works,
or enter entry value. into a contract .to carry them
out. Assune that the | oan anmbunt was 9.2 If the
anounts you spend on any approved 20% of the -
property's entry val ue works exceed the prescribed
anmount (you nust (in other words, the nortgage has a
substanti ate those anounts by giving us copies 20%
| oan-t o-property- ue ratjo at_of_bona fide tax
i nvoi ces), you m&me&ﬁﬁendw]emry date). On
that for any increase i ABNyf]val ue of the property
attributable to the approved works, by way of
assunption: an adjustnent to the repaynent value. (a)
if the property's repaynment 9.3 However, in order to
recei ve an al | onvahapanoA spbemienti gher than the
entry inprovenents you miSt: val ue, you nust repay us
the | oan amobunt plus an (a) ensure that the works are
-appr oved appr eci atGenenaleTielsme! works; and to 40%
of the property's value increase; but (b) get a
conpl ying valuation of the property as at the date the
wor ks -conmence; and (b) .if the property' s repaynent
(c) conplete the wor kfMoathh260% nont hs of value is
| ess than the entry starting them unless at our
absol ute val ue you nust repay us the discretion we
al l ow you longer; and ortginal amount that we |ent

© Copyright 2005
IMPORTANT NOTE

This document does not contain all the terms of your loan agreement or, if
your loax} is regulated under the Consumer Credit Code, all of the
information we are required by law to give you before the agreement is
made. Further terms and information are in the Loan Agreement Details.
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to you. (d) get a further conplying valuation of the
property as at the date the works have 8.9 If the | oan

w@pmanvssaas ot her than 20% of the been conpl et pdT/AEDES/001586

entry value, then the anounts cal cul ated under(e)
submt a request to us to give you-an all owance
(subject to the allowance for the inprovenents (which
qualification below) for that mist include evidence

Aboutitiigégredveent Npr o Viéraenémentisonadriup ofyvo dagumpntsy thy Detpilypddvse rent s
have been car r Cegredyms; Xyl sered € dhnce by reduci ng
t he accor dance Tid1ézh aglerditioaehtsSHlEEdnieGRbihgA 85 if @Pay ment
val ue used f or hivhgenadjprotiu @dheDytaily gndawe davio gecapted! woyrpffer-

authorities an q‘i(l;{lt%\e{n%gggﬁ P gr%[es }xk]: i‘hggndfsiaxl;c ofthgrrkcwgs es
explatned

of the "1/ 2/ 1 riled P dll@ 106 GHPaAlTe@E) ; and anount of

the allowance. (0 give.us a survey report, evjdence of

That 1s, the repaynent value will be upstanping of any
Conte”surity, certificates reduced by the differencef®

bet ween, of li ' sed insurance.t.hel
How y‘ﬁ'r"‘étﬁ'@?’tef/o””sw%%%gai %&?fy&%féﬁﬁg’?ﬁ COVEr....and..any..ot-hkr
What yoll fnGut fr bubdOvhene 3t héNldatoemttstveY--war--ks-~-ee-rr-rr-er’rce---be‘f'm-e""l

reasonably requir é("):}ﬁ’;’g’ﬁn‘%“"'rt's'npr"overrem"S"'\’Nere started, ; and
Appref&?% pp)r QB%[t y's @pmcéhérﬁﬁ:tyﬁl' &;bﬁre@cﬁio;ﬁfayr&nﬂ....Uﬂd&[.....c.l..allSe -
Deprecintien ddbouttNl S aQree gt o dpREatthbdisLoutiti @ WOE-ACS A Fr@-rvvesevwes 2
conpl et ed. you &an@risuletiguefimeregiatioppar «af fepEATEt St &s s
you spend at | egstyPRE S T IRsHItE ClAUSEY 8, A s |
garly Rbdy@WIRNCE fOr  pfiesgdpiybigekdAMOUNL...ON..Lhe. .appr.oved......6
Default NPI OVEMENt S CartnoWhameadca el Wor ks Howeverany-

al l owance is re aygézﬁfa;‘g’a;g’f&@%ei oW the &Nt Ty THEN ",
ceneSBLGll at ed by r & epBlin g 0 Ene, VAL e, Val g That. e
nprovenent s adgs t Bstdbidpingded e deypunt drid adcovinting foy owsaptieosd t 0

9.8 Schedul e 2 tonCeaisms..severat e x-ar-r'pi--es-'-t--ha*t-----r’e*actg
the threshold ahbu FW"?\‘“*‘@SF’H‘@‘F“P‘I“I%[ FErETTHe 9
appl i cati on of 1; i ﬁ,@ﬁg&g 9...Lo.quallfy.faor.an 8
al | onance for ipprawesent.s.,...out..t-heampunt--of-t-he-F. 9
You must: al | owahc dotiess, athstcomraigatipns apdifervicgphIpRtmeqtiyy— g
ensure that thegi/\orvﬂ‘&“i‘éxﬁgwspem. COpL YW AL T ans,
requi renments of ;aubhhRfidsbfves... 2.2 Jhe. . prescri.bad..artunt

IS easenents and covenants; and determn g-from bop3a
fide tax Schedule 1- How does the “1/2/1 rule” wWork? ovmeiecssnsiinns

Schedule 2 - Examples of an allowance for improvements....... 16

Things you should know about your proposed credit contract.. 18
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i nvoices. This neans that if you do (b) ensure that
the works are done the work yourself, rather than
waeoopabsné | y, by |icensed contractors engage apomAlld®s/001586

your qualifying and in accordance with plans and

expenditure will be Ilimted to the specifications

approved by us, are costs of goods, services and

i nsured as reqU|red under any materials you purchase;
[Nameefidlenderbf | egislation, and are conpleted within a

reasonabl e time; and your | abou
Loand\greement the pur po)s/es o‘&mﬁ §t§d‘?’f“’B‘L‘dg‘i’b) obt ai n

Genannﬂ'ﬁemsus rel evant anoumt . oa#tjoufispat es and pernits
require (such as certifreares oroar s sf-a'r"e"c ory —

How (5ap: ob{ 3t thefoememaittovance c nggramtm ellrepoents

1 YolweRHRRGSAnbhAl at Some ti RGPS ERHH iy

TS, angconraee s

of the oan term you undert ake
1.1 Wﬂ&tw @freeyop thaagh ammzrvov eme

3 STV 2 LTV T oo TaFoT=Ta Y N
@%%%‘%ﬁ‘ o eggd?'t ons_ of ou; whi ch qualify you to
B nc ey fRast if@bg S
Jomrnaaﬁ&ob&a{a thEtE, QPR Y' S apd dle foR Bpddmek you f
homaeanpioy onk difctgbayeser 9. 9 and_val ue attr| but abl g o
YHJEE: whet her or not we take E,ewg ARG RSPt 0

2 Wi Rp@iiss (the i nprovenent accordance W th our
O 5 unoer a security amoun®) tHdpo t¥¥med - by
Héverer, we opareitriendithe conpl yi ng vailtﬁfa‘( ‘f’g@f é’}‘ned
aﬁf QL )ﬁvqu:gve@f ter the (a) you rrayanﬁfo-tengmbaﬂaﬂu&'sﬁla It
under 1 nprovenents. On the dat efor cl auses 9th2' and 9.3
f or « teheecaifeamtreldpay nent  we v mﬁz%"‘ le Y8u spent
on t H&“Retsks: and(b) you nust pr&mgs% J,f,aare,sfer to
US Ofevid@eelf MP suii@ tve Ji V€ US: anythdnrctpemones or
COpy rreqyind (s:ch =9 fip rrdwikbatrks, & br each m
copy RyPlcispiiy instspeqeadt : 10 Val Ui ,,isﬁg Rro
cert i FIEEe B 580l i citor or Ii censed conveyancer as
accuraag epoan»dluahamlsué\dejweval uat i Ghsifyydie O@py’é&‘t‘?;’om with

conplwetie: and this agreenent (i nt{i‘f("r , BRAe

beerag i‘cpdogmeﬁrxed into this demyardaﬁt By you to show

ation we reasonably require

a)a

the date of the next transfer or
(mcludmg title searches, planning ¢
certificates, replies to property °°r":°dyanﬁ‘if o:' the property after
requisitions and priority your deatd; o

agreements regulating our interest
under the security and those of
any other mortgagee);

o -the date 12 months after you die
(or the last of you dies),

. , i i earlier.
which are satisfactory to us; and whichever is the

. . You agree to notify us as soon as either

(b) you are not in default under this of the fvents desc?i'be d in (a) or (b)
agreement (for example, you have above oceurs, or as soon as you have

paid all relevant fees and charges and reasonable grounds to belicve that such

have not given us any misleading - an event is likely to occur.

financial or other information) and

no-one who provides a security is in

default under that security or has

withdrawn from it.
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agreenent) nust be carried out by consideration paid
and received in valuers selected fromour panel of
wa@otaaeiston with the sale; and approved val uer BCT/AID2005/001586
any other information you 10.2 The valuations will be
made on the have, or-to which you have basis of the
fair market value of the access V\,hi ch may be rel evant
5 RuRRedyy. being the price that \Heof\étfarls f the
TP Yy = ry—ot=—"rrot anxi ous seﬁ,ﬁ{es)wou for
Exenpl e, TNTormati on a cept from a wlling but not
s IR pr odpect | el gg;ﬁrm".t 8ini ng
Bdrtgigh@ otEr@ayridin uaevpﬁta]@dsed devoeln@mmﬁme ni l:ésc ntly
¥eathuat i on or det erm natji on t hatiscosm ther-nmee;pem ytdhi ch
Ty CONTOTNE [0 TNE Process Sefamtiiond Mot et ggﬁqou ve
0"'" °“gb‘sP°tPP thi s section is a tenmpdtgbnmgedoﬁpaﬁctwen&
va{’lu & By uﬂ’] "Y4tFiati on.  pr opertyut insyrancaoverthe sarppgrsgerty).
@)0- IS Bt ehafgeslid te i N t he 10cH3nghsfto reeVabli bidbstsON process!
| nc?'fa‘ﬁ\mﬁg%W@WPﬁg unhi nd&? et tecetas heytae khdve, ticagourte
congipe pR e @i}%“l’“’é‘éféeon prope?ff*;zfefsd“t Irerpusenbitilc ot her
that tHe consideration shown wonh%ait SO gy g|°\t/a hg us
@I h@ramwmt ﬂtqirvéto prygevemhena cont r aBt givimyou adfagee na@itd (@ Mridnp at
wﬁ%rawaISL f:ilfh“gfﬁ‘lgﬁ the fair%y REReREPerAdycrfisemett), YR T e.
t hecaﬁﬁlgﬂﬁﬁ tcyor ﬁﬂﬁh* U| l Cons aaﬁﬁ'\ g@?&hﬂ“ge lmposca
recenmadqgls&ﬁ)mSwltrfoutt he pr opertgewloﬁc BahieGhageesr gésmxﬁe& d or
n lmpitine ligaiinnigay may  chiso g chagegrecraplivisad by thche
fa| hirip nﬁfﬁ)ﬁgesﬁﬁt (b) the PrEPErey W acquired or
epapgbgpﬁmeym(na oulaRe dat e of [T e st orn an
ar rrwtm*aalms#berfc)r,sucl?hegeseﬂy der a gﬁbfﬁﬁj/'\(fg“"fm fes aﬁdrlﬁ'gﬁ tact

exefitsed by on the face of the—relevant mm‘m"i yau
{cf Oliny EXRBRe Spend G tfe dukr msApﬁra@aﬁio%rpﬁgﬂemna/erGMn&
10. Gy Youlds inlRing G@rsdwirksW t hag&ulef ore” you rel ative, or
was 2@l wor filuge tacehily t he ?rogerty (This allows us to
acq gtﬂ,%ﬁre@?rs?ﬁny\a ra or was qulrementto pay appreciation payment

..

<2

You must pay the appreciation payment if the

(d) our reasonab{e expenses Of giving repayment value is higher than the entry value.
consent, monitoring or taking other .
steps in connection with any works; 7 Right to depreciation discount
and

7.1  Ifthe appraised value on the date for

()  when we ask, any reason.ablc . repayment is less than the entry value, then you
expenses we reasonably incur in may be entitled to have the total amount owing
enforcing this agreementora . adjusted by the depreciation discount in
security after you are in default accordance with the “1/2/1 rule” set out in
(including: clause 8.
() in the case of a mortgage, 7.2 You are not entitled to the depreciation

expenses incurred in discount if you prepay the total amount owing

prior to the date for repaymens, or if the total
amount owing has become immediately due for
payment under clause 13, ‘

preserving and maintaining the
property - such as by paying
insurance, rates and taxes for

the property; and 8 Calculation of appraciation paymentand
depreclation discount

8.1 We do not charge you interest on the amounts
we lend you under this agreement, unless you
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WO hios/10857¢ gage,

8.2

8.3

8.4

8.5

di scuss with you the various transferred by your

executor), procedures,

ri ghts and obligations under
i ncl udi ng how then we nay i nstPO/AURIVE/001586

of our the property's appraised value is approved

val uers to value the cal cul ated.)

property as at .either or

chrees Yoeipterssteal theateffud Fatetoln@e pr oper t
"BRpePeeitrd g GEerHe time of th

In selling,

gal:Ie ra]x% tlgeaf'«tepg)f 2 r

epaynent

y afvﬁ:?

e_sal e.

you nust
both of the take reasonabl e

Qs 1Goak £MR, dehge eNtry date

falr

whi ch the property

ThroRRMINLowiiE mded. 1T we con
nmweesor 16, t9n e brigblgdan pay t he cd
et depeaditeer: val ue, we can vl

dNeRBFLLONR LG re a val ual
) pﬂ;ﬁirtigﬁnfrymcblmdo not agree
asc@mnmmztehed property's val

ol prai sed val ue). nomig
ol e(fﬁéahz:mmbtﬁ% second v
demf@lnon I's final your exper
|f|ed us of your deC|S|on
?‘”"‘p gfgjgéﬁ"i%r” 10.1 HF t
rdciafoh Baylmé@i) YOU MUSt repay
ﬁ%ﬂ%h‘ﬁ&ﬂw‘rlﬁglﬁen the fair
1 operty is t

i hechils ALV, Mal uati ons or Def
aghoante wantht he/ifraee of the cor
V\hen are you In default? At

lfa)ﬁ E‘gm "é‘y YGvi si ons of
§&c

ma lg)meyou do not
f&@ayﬂzanﬁmelptse BsthqaoVvi ded i n

let—hif“s“l rdement or anot
?(iw PRE@™:'n | oan agr
aﬂfrecﬁ@ﬂ% deret h this agrﬁ
‘“Wi/shlet ot ol epbacligibider cl ause
87 e degrgrievier fise»rt o conpl yi ng v
If you

Til(.o lgf?mleotvorys%yfoq% t do sonet
appreci ati on paynent.

(ag waeqteaTeray@nt value is

greater than the entry value,
the appreciation payment you

Sisshwe thit theboart dweun
%ﬁo of@n ertr vgueéle b e|
mo ﬁuhas

o at thc
|em@ damemlyrng the faypn
VI ryou Witk be repmined Sogepnyy
L;r;jjgjg ffate for{ene: cmhe

unt wi riginal
te

11. 3 Once

£
lmgﬁyher

he s 0R6m
on toaear@er plus\ae o
i P@@e”&m d
0 bej?geflﬂ ‘égpm?ﬁ‘é mi d;
ault the considerati
W aétyour mpemrez@jmemt [

ern '1‘3\‘/s
alam legre Q%alél"ﬂ{

e ent

§1|n

Value,

You ;a4

REQV €d
aﬂreu atemﬁtm scaiaz&@ a Your
ou have

u tol g

pérty
ow

to
ask

not
us

poi nt
on
on.
¢l ect
| f:

12

P aylepefiattoh BRomNof 2@4TPUNE

cl ae%twmﬂnevaluyou mist due

her 55%%Pbr any val
@5 M&9dur M@;unnayp%y,,m,

e e mifue lsﬁl&rsan&

Wéue mystyepayles ﬁso
aI u et gelen p
t{hi ng you det erm ne
Thegl/2/¢" degriggion amel ébm |
the relationship between the 20%
loan, the 40% share of the gain, and
the 20% share of the loss (ie,
20/40/20 or 1/2/1).

must pay is two times the ratio

hat | on
N US;
if you
et hi ng
ai ned
any

hi s

of the loan amount to the entry
value, multiplied by the
difference between the
repayment value and the entry
value; and

8.6

(b) where the repayment value is
less than the entry value, the
depreciation discount is equal
to the ratio of the loan amount
to the entry value, multiplied

by the difference between the
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If the loan amount was other than
20% of the entry value, then the
amounts calculated under the “1/2/1
rule” (and any appreciation
payment or depreciation discount)
vary proportionately. For example, -
assume that the loan amount was
only 10% (ie, one-half of 20%) of
your property’s entry value, Then,
if the property’s repayment value is
higher than the entry value, you
must pay us the loan amount plus
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8.7

8.8

89

do not agree with a valuation under this agreenent,
then you may ask us to nomnate (c) you give, or
w@p@bhess7per son gi ves,
conduct a second val uation, also at your expense.
incorrect or msleading information in connection wth
this agreenent or 10.13 If we so elect (acting

al BASRRARLY L MR TBY Seek a SHEEMEA bidive ﬁ@rmpmﬁmw Fo

2RAKT thingike inA@htjBltif@RS, at our expPeRrSSume hitehe Ml | yout he

proreyerANmentvilie itllsen be the mi ¥ o @fu‘;" 'é°f|2’ °)efe‘f"'ault
;“ﬁ}g’;@?f@”g‘;ﬁg (POUBERY ty poi Nt bellERn wdi 6 nigHeds \lﬁ, of
didbebiattod BschioGhRS tosaf f ecti ng them papenhd! namﬁ ons

Oﬁlbtfeﬂllm’lﬁdvahhﬂdel‘ this Schedul eg’f”\j@‘f(é“’gm‘g

\gee of the property (exesminnu
Sﬂ‘sﬁ Zﬁo@{ﬁﬁi“‘ﬁsﬁ@ val uat i oﬁ”vw'l’”fmbe consi dered a
ovver

"6f sale or a povwer @fip GRRRbMiAG MRt A.0N as .at
ITfa: WPMeb\mrlaPsfelmve if forecl oa@m‘jfmu&%he dabe is

ur)cq:rcause 1£§?ma% 42 days bé‘ff@n@hmtegﬁptcgqymtnhe dat e of
'Q;.a

we reason 61 oncea ne ual
uﬂi&@taheﬁ tﬁﬁ%@ﬂheﬂct i ng on you;o ,ﬂ,&ouj?
rqua»ywélms gramr toeh tfer qudul ent | ypxbﬂ&rt)Cﬂiaﬁ}ﬂEkUbdwa at\Mct h th

géual»r‘szp% nse

rz S repaynien alue

-

us anot her approved val PET/AU2005/001586

ﬁg"é‘ﬁ&a@"”? { Security; or

4y @eepayi ng early (f) vve

qyame tb@lye you kn@W gchtm% Qd@mg'nuwn you
emyaIﬁ{ﬁmpxagdet reasonabl y t!e@mh@d/ra ngmasot thigdgrechdns, 1

Chgyvean e?yWWé total anoulff %o ‘m 2, Neval ue
"%ﬁ%“dﬁlﬁf""iy “fair (but only tﬁ}; VYR S ,ﬂ,m,ag.,sc

na,[miyua;ytmk@,towyal ue of the propert at the ow ng) at
lat!sp hicor e foort @rote dat ef %t

owﬁ g gaﬁ@epww thi's ClogUSE mbstget dulkbnshiQbls R RGRIE
Wil

D Rbger becores
oS va 1xs?essTlQnmE epay, you

e&ovalcr (a) give us at Ieast

Q&gt ‘gypo' er or not

ting td
(Wbth&{)or Ok oAb RN £ O Prepay;
2004 RbrAtb-grbredt-@lue Btio at ,
the entry date). On that
assumption:
(a) if the property’s repayment
value is higher than the entry
value, you must repay us the
loan amount plus an
appreciation payment equal
to 40% of the property’s
value increase; but
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(b) if the property’s repayment
value is less than the entry
value you must repay us the
original amount that we lent

to you.

If the loan amount was other than 20% of the
entry value, then the amounts calculated under

105

or

nnaxs@ls ﬁcﬂﬂhthoﬂﬁes ﬁttd &P govetuing

lf t 1ép a shqfd s¢hémaim

re ou c rmit wor. fr cn(eh

Hioar Gbrk a6 O )
éi(hour I ntention to prepay
pProv:
rksarﬁe:y éi# ﬂﬁbﬂfo nt (yo! qlrnusp n

AMGHNtAS thysOdHoun@ XD/ kg 0 Eopies
of bona fide tax invoices), you may seek credit
for any increase in the value of the property
attributable to the approved works, by way of
an adjustment to the repayment value.
However, in order to receive an allowance for
improvements you must:
(a) ensure that the works are approved
works; and
(b) get a complying valuation of the property
as at the date the works commence; and
(¢) complete the works within 6 months of
starting them, unless at our absolute
discretion we allow you longer; and
(d) get a further complying valuation of the

property as at the date the works have
been completed; and
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trustee in bankruptcy) transfers or (b) get a
conpl ying valuation as at the conveys the whole or
w@aoob/10857¢ he date of the prepaynent (this is ppOpPaURons/001586
or(i) you transfer or convey |less than the 14 Default
Interest whole of the property; or Under this
agreenment, a default rate of (j) you transfer or
epnmaymtréaestwm& e Qhand Nt Er €St rged when
Wipos fo 1mpr@ﬁerﬁﬁMncpr opert yﬁ?@ggﬂg g‘ng:fm arc in

d fﬂyjo °r':f: qfIcety Bngrh bona fldwerozeabreqmowr Wiyillfeu cease
to ic&ﬁhldemth Blant EspiataaRr L y. as YO8 raAl "(a“q“'hltreﬂlueythcm 11f
you°Pt spfef wevt |t he def auﬁgyofeﬁjfél“ B rinci pal
bl afod “" ARt R AREed fHrer est seﬁomomthclarbwg@e [%@ | s may
be unless we have waived this char d daily on any

ﬂﬁfmﬂﬂfﬁfiﬁ&fx‘; z;§°fflfateequ| renen uc eregg: bcw"mer due.
(1) ofydnigliabte, a{::&sé@-m lral{d§t over a rdd .\redxgﬁgi «0f the
rop onabymmthearf ymagigiwvat € or Not B¢ datbkhe wakebtihkacedétieiNt  ON

Nt EF'&st you hold in |tm°@Pf°de;F;@me%mmi,eriest is
9.4 Umxrcgeelnmmdag@dnﬁxde the total Zﬂm’ [ you
Sﬂ“eam%ﬁualefy @e@lah*que provider is, that to ?mﬁictegrmunt
0§n¢r1ﬁ§§c‘a Ef; aplt undef? aD(se'eeimsthyS r@rallqmrtt;mlir aws
@wevepay anckifader cl ausen‘%’? ‘F‘E‘I“ of theyp
thpreaohes by ttherec€tb 6, OF a exa Bl bcpm;e VB do not
F"é‘é’le gmepte id fos or may be unenforceabl e def aul t
ifm RS of gr acef? et ﬂa’pz?sr
tolqimas |foilta wwaml&r lat can hagpen then? capi tar el ‘ng
ggfomms.‘éungleﬁgsmfmu ce an®® g¥aewstperiod 14.2 |f you
GrHEs e PHese el aul t i Nt eGP Shadkadind ortY @
tefStit, we may give you a Ch%fg]&&,quﬁesﬁ A ﬁ%ﬁ"ﬁmhth
9.5 efedu&dmmcse stating that you afeecrntsranddefcamk nd anount

m‘WFgO“( Oh?féﬁetas known as "cagj t al LSt Woiks OMLAT €

tﬁb\éﬁk o . y011 ¥ you do not,” ok mpeeB) My licehded d czﬁﬁ&orst he
ehpdgaribulides] § um ltfy,,;gnt er est char gesandin atcbréande @vith Sa¥Ddni t
mmhturc wailb lxgmﬂmeheper i od given i nPte ‘%ﬂ"ﬁmﬁpﬁed brusregue.

 Feer law (or if you ar® crany
matenals you purc ase; t?dvalue of ( y lé a °" pleted within
your own labour will not be counted a reasonable time; and
for the purposes of the prescribed (c) obtain and give us relevant
amount. . ] ,
‘ m certificates and permits we require
Calculating the allowance g,l:f,glﬁigi";fﬁt:;;fi:ﬁté:fmm
]
9.6 Suppose that at some time during occupancy permits, and contracts of
the loan term you undertake insurance); and
improvements with our consent . -
which qualify you to scek an (d) comply with any conditions of our
allowance under this clause 9. Any consent.
L’;‘;ﬁ’:g&gﬁ?&bﬁ?ge% Sscappl‘ aised 9.10 If you fail to comply with clause 9.9 and
. . whether or not we take over the works in
improvements (the improvement accordance with our rights under a security
amount) will be determined by then:

comparing the complying valuations
obtained before and after the
improvements. On the date for
repayment we will give you an

(@) youmay not claim credit under
clauses 9.2 and 9.3 for the amount
you spent on the works; and
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again for a simlar reason at the end of that Default
rate period), then, at the end of that period and 14.3
wabh@edessaul t rate is 4% per annum above wi t houPCT/ARIVE1001586
notice to you, the total the 90-day Bank Bill Swap
Ref erence Rate anmount ow ng becones i nmedi ately due
| ast published in the Australian Financial for paynent
(bi Oyols Rt Sk Bk trnbfertohus BOU aloﬁe%ikémﬁﬁi\{é &W on or before
t heanglitecsfontoppightse prtveue f or Paymant of the anount
on direehief wohwsigtlef aul t i nt er est (@) s‘“’ﬁ%ﬂé'b#‘eon(@hd if no
10 SWERweabin1as been Ve may {hengHg by%,&@.rmt
T, O pUDTTSTTEw=tr 7 day&nvefahdibs @de er rate
10.1 shfaDEtDEs idddyne@RLwlH ty, or do botohpletwencBet in good
ﬁ'aP&fﬂh ent (belfidinglapy made er est agcrugg, dai | %tosrhow {apd
m};n%mustgﬂ lﬁﬁﬁog%t € Exceptl ONSeo ‘Q‘éﬁ nh“' itCe
ik & ct&rirom;d e,ltE comences uamtcalol( blutthc]sﬁe #dl N
hppriavetl @dhec.i rcumst ances set dovxg % ch udi ng) the
AR

10.2 Ejhevslﬁ@onswn euxgzldep ment. (SUC hate? m?l . g:qﬁ%‘bl e to

¥ Qdket v o cfault | Nt er est ackess, WG} R iréRflan
profediigl emda:ysncamad not give the no‘tarbeeﬂlt@pfthmdbertmnu | the
eilla‘f) et s acliyeanld of 365 days. a? 2gple. dfmaiona c e
1550 e gilreR ™ a notice. | NSt ealoning of MO bhestieg | N
x]g) the total Obligations n@éposai dceddpmeht @nount
103 6\x§wgonbe®@mnqnm$edl ately due 14a"¢11h°¥99l:ert!)‘bihqhgtaot| on to
eiPpEesy et oldt  f or paymsnt Wp'ﬁ%“] AAS180 =
L °°“°I“I'“8°"l§9""fh| s cl ause Y prbde. ”a ?‘gt ely sue
ou for that anmount, or enforce any securlty or do
'°4 GRSl fullyigtheer s chang®®® i ncl uding to defaul t
ﬂregh&f’ﬁ %ﬁ 15 Consunef) GrewhdaeGads dk@n4 Unl ess
e,rtm@grs&ae,@,k I cally provided, thme?dmaeraodnamoe :

appltanesndtgome thext ent that a may
inéoerstiepghal yr r@smaliver  Credit Code &M?ﬁ‘{ "E’g% 1"’§
E8iifiection with this agreenent ta,ng;da 53 Gal A OB

10.5 tﬂﬂepxbnehﬁ:lspmwmsamm ng in any oreirer we choose

1'8’“8’1’}@( *veenaydtsrosa stat ement 4f o vo pm v!,a(s)% “gdao} that

ggff}(g’f‘lt}ﬁ%e make a accom nt hs

g;ggsfétha ohyderahdas why provision of letghﬂ csnuagemnem
ol theefapa b, theaeketand @nteeatr y) unti |t her é’“l(fs' °H”6‘Pbe£‘rha'm§eﬂs

sferred to you

10.6 You must consult with us before you 1'313“"5, or was compulsonly

sell the property. (This allows us to - acquired from you, or was
" discuss with you the various , transferred by your executor),
procedures, rights and obligations . :
under this mortgage, including how then we may instruct one of our
the property’s appraised value is approved valuers to value the
calculated.) In selling, you must property as at either or both of the
take reasonable steps to achieve the entry date and the date for
fair market value for the property at repayment or any °Eh°f dte on
the time of the sale. which the property is bought or sold.
If we consider that the property was 10.9 You must pay the costs of this
* sold below fair market value, we can valut_mon ﬂn_d any inspections
require a valuation, required by it.
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voi d or unenforceable; or ow ng on your |oan account.}
(b) a provision of this agreenent would 17 Consents
wWoRwenwisse contravene a requi rement of that CoP€T/Aan2005/001586
i mpose an obligation You nust conply with all
conditions. and or liability which is prohibited by
requi renents in any consent we give. that Code, 18 How
10 100G E Wb @& our rights this %%s@%&t:eﬂhﬁth&?opt}g read
\Glﬁatlbrf,thetn AimaPbMV i ON Ver e var i edpjrsel idepxt en
igategraircpgevedvauerght  Or rerred i ve necessary to
P@ﬁyow VelHetio %lf“Code or, Wb (};E“’)I, St oﬁ%&%&ﬂh in
BAYPRey we necessary, Omttedoreﬁfr),@&i bt cRBRyQPHRindL €
10111fmleeumh|vmgmwlfrefmo@| ng condi t iyowrsust rép@y dnsttealint yos feldmgroy our

'gi{ I]g‘“@accountl ng fYRdPERhsactions 18.2 |f
po'@{ﬁ?ofﬂ(ﬁ e ari ghthguI{ enedy fully or at a

‘gacuxﬁlaeratnbt{mgwn\wmgﬁa still 16.1 You authorise us to open
dth @anctaceoURtion N exer CI seﬁw.nmm.t 0

Msmitively, ye pay egdiih part of the amount borrow on the
ﬁﬁg’ﬁ‘e@r@“fmns?f 18.3 Qur rights gn ’r“éj?r%ghl'lfes under this
It and any amount whi ch you rmostyopaapo@garce@ﬁemmnd any
10.12 Bresptayrror o mpied I gl on under tiF @dﬁg‘? ?Pgm‘
g%fn wi é & Irer ekapit her i ght lgan Agreempb yRU Ve i o
pyomvishcb@dpabymd@ewerms due, W t heut yoh 8d sibeti@lybif agred gt to/ OU.
Bt SRS, i €. 16.2 Vietorm hg“dﬁé‘ndﬁ)ﬁ ige ot e
moteganﬁihd&luat nn&n@slr ri ghts and PERBA? wer ent; or
BFGE\"GI“‘S‘B’Q“@ P‘H‘E"E to a def) tyodgive braghiter pExGbnbh@,ui oan
L‘f,' ﬁgjﬂgiL e,,sbdyt R€ount  ( excepicoprtrtar miseyding pforztipge  of
de |t the date rmust not be eal“sfe“f“é‘g“%‘%‘h‘ff%“ﬁ&%
1013 ot BiEHIELEOFY < on whi ch Thie T el evant

%ﬁ&hﬁ%ﬁ ,frréﬂ‘:;d)m@u.nﬁ he mld-any ot h@y g@mmﬂewom‘tthwdu@e. .
bieter the clpest proeidl! the paynents to y FS’P%?SQ& ?}s
LBprs gpisingsadertis SR after we 18. gﬁ@;i@ P eide °6

1o|4ﬁx@rconia@sgsa1@ws:elobe ysidirdde (and not  pddyr omahefa praeJrSfon
greplvg g "’f’gg%@ s dReiici se or  at t Brpeed cexer ci se of
L the Vhelor thela THI'S 15 not pecessaLld m@y &ﬁr%mgay

exerC| se, or delay in exerci SI NG persdn detiry onxrbe you
Eaﬂblgyaynfe@ﬁe dy. acted fraudulently in connection with

this agreement or a security; or
11 Repaying early £ y;
L

ou—

(f) we reasonably believe you knew or
How much and when you may prepay ought reasonably to have known that
11.1 You may repay the total amount owing the entry value was not the fair
{but only the whole of the tfotal amount market value of the property at the
owing) at any time before the date for entry date; ot
repayment in accordance with this clause
11. (g) you become, or a security provider
) becomes, insolvent or steps are taken
11.2 To prepay, you must: . to make you or them so; or
(a) give us at least 1 month’s notice of (h) anybody else (whether or not
your intention to prepay and the date purporting to act on your behalf, or
on which you intend to prepay; and as your exccutor, administrator or

trustee in bankruptcy) transfers or
conveys the whole or part of the
property; or

(b) get a complying valuation as at the
date of the prepayment (this is

1o8
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16.3 W may subsequently adjust debits and 18.6 W nay
do anyt hing which you should credits to the |oan

wacwoeunms7and t he bal ance have done under this BQT/ABR@EN01586

or a owi ng on your |oan account so as to security but
whi ch you have not done or in accurately reflect the
| egal obligations of our opinion have not done

B OREfdndter or (O QAR US (f10r Ake, because of an
MUS¥hopasthelp®paityor anOUNt S V\M%
che i S oured) ex &@Fs afVeemedd G Ukl Fareo® |
@ E}gganq‘?;r(;r conv g{’&tpeﬁ:h.f € Or mmﬁy (bﬂ m Mgnlp ahl@lts
aﬂJﬂSleﬁ@bo&&iﬁ&sal@,}br ax to yol ipdefaliant i a1l or businkss
fax nunber l.ast known t o UBeaitindresyOU agree that we may
‘;““‘p . %g‘f‘%ﬁsﬁ‘dg [H Commani If ok br@ Pl théSieflkire d9€-
Yaive® Jhgt 'd to this inlgresbestatie thf Regpithmaxde an
aCkﬂMnedgmﬁfﬁhg)‘.or (a) left at: hg‘gﬂ‘i‘lyﬂ‘lé\“¥‘?"?°f“5§?"é§‘s any

g) o over%e holeoolrr our regl ‘Stered W may give you
é,!’n 9’3;1 of fi Hote 'Ufc owtdad momnan vARDUT R
mat mefestwu ha’licblﬁutor an (b) sent alpteresg jo Shargesicanf ax {0

ofrc%rm)unt inel uding breck cﬁﬁti}h;ﬁ 'fthase
G‘T) b o CHerE? ﬁm\h h this |agr &R Eemim enﬁfécldu& 13 (for

suf & rbtﬁlk&%acﬁyitsd@xﬂg&ao the nytt eexamute, R2ws yéh do not correct
Conwranivesat hote ingnforeskién t 0 be |gi vE f““‘%‘ﬁﬁl& perigiafgrace) | t
15| SRl ORHndp be incorrect. (aj—-H= T gt
Asscgmm«guefmrn&enal ly - on the
Notiechad @acSfeddsed on t he communi &6 Ko dmlot Pahéwselaqfvelt inferest S
13.1 Jyourpre\jiydefonyw wsglgwom ot her wi §f§' thl fs‘rj:%ﬁ“écel ved
Bfictstire ARG R ¥ hom it s H‘c&ulﬁmﬂ dnFiable for
HAF6000 R BE calnbt, AR HEYfale addr e getitlintervdnéharges viethe rics aridne
Iwaltneqnygrmpecmimgprdeﬂw@p ropri at evrd%ou agree that we may
gi a“a‘ﬁ;é‘fﬁc’hi zh oN Obeslul)ate N the case of a
oyl °"s‘m‘§,fe (oBTbf B o kA UTE N143 mdmsatdﬁ/oﬁpiemmbdve to
hﬁ‘i:oﬂtfﬂﬁer 2Ok, the rd) t he date Tvap Ref
tahqusl opingifatomesYiomeditfelydusagr ee t h%ﬁﬁ ﬁm‘fga ﬂg °‘§{{
% gy’a%’et ® “Wﬁ’é“ﬁ“ ‘F‘f‘“"r‘rﬁ?a% scl 0se of tifaQbuiEh WREh B de Eﬁ;@a
St B PE have been del i vered ﬁsmayhﬁhﬁarﬂﬁyotubmcla@beﬁl

pensphente ywfomhamoassi gn or di Awhspeddy “’B'F at ‘é‘t‘ rate
whfbrestiensesrricy ardobethr i ght s under £ %ff@ d‘nr‘ﬁé e
Excedti@l& folneticdRbd gs;Le ;Zn&four ri g hts ar Gn WHih & end ﬂxpydlbht an
13.2 (iicljmitedvirdul@anced Sedo@h bydlave OMUNI C &dcluding) edate of votual pagment.

é%@ugﬁwwﬁh tecatoypuh We i t t en  Bgfvitdpterest “o%; ;gg‘g ogpgpghdays

g\g d%@ é xl)n}j or wait until tthe ~ clapsed and ayearo
ce period given in a notice.

Instead, if you are in default, the fotal Obligations not affected
amount owing becomes immediately due 144 Your obligation to pay on time is not

for payment without notice. cancetled by this clause.

We may then immediately sue you for that
amount, or enforce any security, or do
both.
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consent. communi cation or the date on which the
machi ne fromwhich it was sent 22 Notices, other
wa@oonunsscat i ons and service of produces a repoPCT/AU2005/001586
i ndi cating that the documents communi cati on was sent
to the fax or other nunber of the person to whom 22.1
Noti ces, certificates, consents, ‘approvals it is
Genemgga es]rsed whi chever is the |

onrLn! cations in connection °%“g°g9$“iclﬁ‘p‘fgﬁ?ég‘é{'d?‘i§'éhent

15 efeditiCpdevwr i ti Ng _unl ess we agree in witing
ot herw se. Eas in tne casé%fgl“rgze%?;mﬂ“fmlﬁtiggmgﬂm by
‘FSt fertithel@ment - th V9'ns. from
&?s”%?%ecos?a R b« o ermein s ITURERILas,
sol [ C|tor or by any of our ohdosecers vvhomvve have
But hori sed to. communi cat g gi@j, Ve MRy, ser om!{é
HOGHTERL wiut oherQhdke d O YOU. " AebbPBer b R Ll
Of pEYISBIOT ®ys agttchet ikl gi Nat i NGndILEEHIGLl BEre c®r
ot hveid oppaenfogeed®?; 08 Conmuni cat i Gns'gt”n'oy@anmmbe. notice)
AN MY BYor 816 Bl DQudl t Q7 t heodn@perty or by | eaving
DL e pnor sl b (2) "grUEST-peT SOt y—UT—tTes
not°f #tGydent impasyanotlipion met hod Yoft m8seeouplg @ith afl bondiliedf dnd at
Lﬁ% PgvgEhie ety busi ness ritmensn faeppsek WosirT. t 0 US;
Y2%"You and we agree that neasehaydkelcks o NiglsCl S€ the|r
thw t@ntumdwreati hufshaagr eenefM ang any te). sent. oy post
se ur it yi8i Voo ekefciad dright orresiiychegivel al
"°°§§;ﬁt°°° §r’ ast knowrehis °H§°“S’6Ym4dvlw a‘Fl atl ons

special or bank hol i day in qu(t, Qéﬁf,] e inglyding
nen

ltl
P o atertntaT 2ty agr ee fa Consuner Credi t
mm—ﬁu& né3 éf n%efawse am%g%:m%er

16.1 ¥l Atnoke 46 GRIER accr iRy onl v, BE RRETR EAPUPHEY or
youtnghg\and t@debiaito Pedalh pa ofOr accor dance vvlth that Code). W

‘bﬁ %bﬂﬂa‘f’ ot il dPtdﬁtylenld n Neld3 Sbmﬂhtst W%Ire@sdlcs nt?trlﬂﬁ% Lou of
greement and any security are in addition
\ﬁ al& ﬁﬂeg&w er thc d¥:f‘e 1 t tak e#o other rights and remedies provided by

becomes due, without first notifying you. law independently of it.
16.2 We may assign any date we consider 18.4 Our rights and remedies may be exercised
appropriate to a debit or credit to the loan on our behalf by:
account (except that, in the case of a debit,
the date must not be earlier than the date ¢ any of our directors or

on which the relevant transaction occurs).

_ ¢ any other person we authorise.
However, we credit payments to your loan

account as soon as practicable after we 18.5 We are not liable for loss caused by the
(and not any other person) actually receive exercise or attempted exercise of, failure to
them. This is not necessarily the'same day exercise, or delay in exercising, a right or
that you pay. remedy.

16.3 We may subsequently adjust debits and 18.6 We may do anything which you should
credits to the loan account and the balance have done under this agreementora
owing on your loan account so as to Security but which you have not done or in
accurately reflect the legal obligations of our opinion have not done properly. You
you and us (for example, because of an must pay us any amounts we expend or
error or because a cheque is dishonoured). cxpenses we incur in so doing.

If we do this, we may make consequential
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effect. conplying valuation neans a val uation that
conplies wth the processes Applicable Iaw (including

w0 b@capisaé nt nent of val uers) set out in cl ausePdDAUTINEM01586
agreenent is governed by the law in datefor repaynent
means the date on force in New South Wal es. You and we
whi ch the total anmpunt owi ng nust submt to the

o "9 -exclusive jurisdiction of be yr ﬁpf,',od |r(11 acc%rda?ce
1GC
B B S i of hat bEp;’ i%“é’é“%r BRI of
YRLES lafaM, b hah18ER C AUSE Chftmukdtons W beaod Ul €” 1S
?m‘&dehe&tadmm@ua@nﬁ 9. depreciation discount neans
chkasanmkmviedakwul at ed as the @epfhtiation the "1/2/1
20 "ot Gincdes d€SCribed in clause 8. Suy @GR WA oul &
—CTTT U Tttty 2/ 0" rul e. appraised value, in
wehatgvorout eerdiige praperty, nmeahs TheEsifagdefisgeket val ue
Decmanit fout rmattvsorelivet ahoan  Agr een@it sefdB¥ shiphid pdor B BFEE DY
mg‘:fgfﬁ»l‘;tl Rgreeh oo Pfrylfti‘l’g whi ch ar ethaaplicesof this ,
Al Nkle of S otk b M0 20T eitent, a5, ascertal ned, by a
amfw,uwsngxsvxawcia)tbhm&mct he dig§cTOSUre date 15 stated in
tnq Det ails. appreciation pay@enin thresdrsa tomaumsidatl giten ’
te you tepponaihy -optedgiectirdont] as
21.1 0 RieyBRRE BCkRLORaL RS YOU the | ogldNH I el Ohbm itis
Pébys RBrthid a@re@GEI0K GlaRGeeW t h the tkna;ug&a xm'bﬁevaestuuaie:,da
peasiderappio em Yo pgpee thatwg| e or

se atl )%zr ul % oaent
m@ y id ableQ$ h%{p usd at e) xm?mméﬂé

WRiciksShid @memwsoygaéeuﬁmqeans the a&b&hﬂm& obfd da wiRhlit
canitdot inbrmaigrtohdopivienirt you have t helddmtebeen didiveeedinges  any

q‘h‘f’édp"l‘;ﬁ‘a‘f’ WHIR W e our c:onsengidl oyreef RV or
BHYE G HET pEIEBR" necessary approval's’ f'rom aut hor|t| es
21.2 Y@t 6¢h@S pirfon ORI@ed hedn W t h t vk (nalrdast ife ccgmm@nmn
b%é%ﬁssﬁgﬁedt“i*fé’ut@rmm%my acqui si t i Brfatyfon Spdsfesp
S¥&Perty is part of a shared schifh ‘:’l’:ﬁ&fé‘ ;ff;agwér%y
2 (Naikss btheaddmbidlcdisn@any BhticedAr 'y Out Or pxﬁﬁlbc@h tepdfﬂ’(dléamg that the
sation | f thpmperty i S eqmmupjtation wagsem toghe fax or

n
22.1 %’ ces, cemlxcattes? onse t[s rova?m vaUI red ﬁtl?s?;dc‘fin sse&? gﬁechever lsé(:{ﬁ
Mlother 10ns&'ﬂcloﬂ&gﬁl oW ng on ygu

Wﬁlﬁﬁgke&gen Moo BAIAS each entlty whi ch

21

unless we agree in writing otherwise. (d) " in the case of a communication given
by newspaper advertisement - the
22.2 Communications from us may be signed date it is first published
by our solicitor, or by any of our officers ]
whom we have authorised to communicate 22.6 We may serve any document in a court
to you. action (including a writ of summons, other
originating process or third or other party
22.3 Communications to you may be: notice) on you by delivering it fo the
’ property or by leaving it there. This clause
(a) given personally; or does not prevent any other method of
service.
(b) left at your residential or business
address last known to us; or - 22.7 Youand we agree that each will exercise
' . their rights under this agreement and any
(¢) sent by post to your postal or : security in good faith.

residential or business address last
known to us; or
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means, at any tine, the difference nmanages or
adm ni sters any shared between all anmounts credited

wapahcabisiecheme of which the property is part.Pemaunios/ 001586

debi t
—-eeuﬂ-i—e-f—eny—e-hedn-t-e-as& gned t 0"]‘;‘%%?

24

25

debited to you under this agreenent at that tinme. Wen
this i nprovenent anount neans any increase anount is
to be cal cul at ed for the end in the apprai sed val ue of

tpagauof a day, i ncl udes all (rlac))' neNresvy as a

WEIREQNS BB M oG dede&fbnOUt 1 N accordance wi t h this
a0 @enen CrediiBakiphlgs Hlal  neans H‘S’daydanmﬁesra dpshygher tipnaa

e tal nigdasdiry, or a publi C\ ok 3 oesln
&J%ghﬁgtlﬁpgéﬂtmm ni gt ration “‘Eﬁ?ﬁ? ig\gl Vc‘ggﬂﬁ%p g

Mi'nga controller appointed (m’mmg'asla@emmatvylumans
each security interest defined i f‘f{’é’l'tpc)“'bi‘j??ﬁ‘t“?sﬁhs
able including the appointn
he Det ai | Sy dBiRloukiigs YET Shi P,

s &8l Y& Lwl Securlty and any substitute or
ﬂ@o%égwéﬁt% Waﬁ@ d%gqfﬁ ation, i frefrdmems °“’S@t‘lﬁ°|°'t Ry
isubtnieto &% hongikal@ine jifidiponsti si onal | | it T tne must

doreef PdA2%i th this agreenent. wound
UReniigbtbr&Ct t 0 any arrangenent or The

any céf%‘éﬁ“ °6EES°§)"E’ ot ect ed

e O/ 0ol tig&epebed In clagsaB.9.pr Oper t Yepretl@Ba biichedim@iis@id hhddiitS

20 Hbidh sol ved i n tdyalaties &t fegreqigiee r
%’gg@&rﬁ{l ﬁﬂ Eld o1 usghgn to carryf@{’;‘ﬁeﬂ%%‘i‘lw%‘g"

ramlmmtr?l@nnmmﬂ e solvent) or otherw se unable to

amlm n| stratl on,

pay PyegY: ”\Rﬁ‘én N RERL A descr Phel mems hirkeasAsgnint Betiind
t he y,ff@j th;@masqgg‘:& B xture, strOdErebY Hapreartnent

o n Ibpmmmoummme an S an acco untmmd Hae2 id saBdin BE D&a’ﬁ@g ed

tL i n your n‘; for recordl n
precmﬁon aymenl means the amount sto
armr;iaméagpnc&&nnectl on wi W8I %4

i Nt @&t inhdotide Wi and this agnﬁ@meicmalrdht lﬁ\d

may “Hdvelear 'E@hrigk may arise in @t@rm»e@rtawmmammterldttq)

%pﬁovzﬂ%rkL Q& aﬂWMﬂL i's set OUt Uahsehneean héo ra%ed \"alueqht S
t0 paheonakn PriaReidye | ef t on th tHQEr@:§QJtél
f or obthied purpesesddif property. if wotakc&mryco&&@e@n on

and neeessary approvals from authorities
(and the govermng body if the
property is part of a shared scheme)
before you carry out or permit works, compensation if the property is
or enter into a contract to carry them acquired for a road-widening
out. scheme).

receives in connection with the
compulsory acquisition of an interest
in the property (such as

balance owing on your loan account governing body means each entity which

means, at any time, the difference
between all amounts credited and all
amounts debited to you under this
agreement at that time, When this
amount is to be calculated for the end
of a day, it includes all debits and
credits assigned to that day.

banking day means a day other than a

Saturday or Sunday, or a public,
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manages or administers any shared
scheme of which the property is part.

improvement amount means any increase
in the appraised value of the
property as a result of any
improvements carried out in
accordance with this agreement.

insolvent means being an insolvent under
administration or insolvent or having
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clause 9,,nmeans an anount in Australian dollars we
determne fromrights to set off any noney we owe the

WO 20v6/103576 | me, in our absol ute nortgagor agai NBCT/AZ005/001586
anount secured by discretion. that nortgage, the
property neans each one or nore of security interest
nmeans any security for the the follow ng which the
context paynent of noney or performance of all ows:

oblai mlbroprsmleweﬂcmél ng a nort gueys, ﬁﬁaﬁc %EC"“’M"(‘;WS'

pl é versit lHTCCCV mr t he | an d %py
j-n&ﬁi il ﬂqd z%)grg%% ty interest a&ﬁtﬁﬁg;l}en&ﬁ Egngﬁcmn

guasfo&ﬁtrelexq@cratm&mmdenderm| ty. each cémecﬁdnmabthstmdnur e or
i npﬂrmvemtwomum,n@wa’nd or fi xeq.ht 0 'J ’the

pr G HEHTRE mBtY per son (ot h%(ona
a

r| ty
ecto an
com 0si n‘r&m jqves
SSRGS ufd\fpanysgg&re, £sdvad € and i nt eﬁ@metaumaeHSe
ri ghtesthanid @y ovey have arisen or crayissshared scheme

me asrsnsiagiioh Waiks plan ari phit.
re@ﬁ"ﬁ’; By By & ‘5?’"&8 schene ﬁ%&vm{]ﬁ%?a g?‘ ?A ))égtpcgr"}t{\ﬁl’?e
prop rty. Exanpl es repaynment \ahbeueeeartee trlireerappntan sed
Ifn a Pt@pteqmtﬂae@commweh are of t en Ys&rfor§redipdb 98 on any of :
a Sﬁ‘%]lnsacno smg?n% %ﬁ% g’gt ratas or yahrksit-4ha ihtdrs! i@ bR{ARnd
,agregﬁ town houses t he datrightowhicheyehprrariden orgry and
‘gro perties in integrated devel®dyieatectonwiditaad e pri or
oy o Hit s ‘P%‘ffgi)i*re Nt o Whighbho ¥éNdnaPirSRaMeatoR e t O al
PERHIREars DR ER Ol fifoREE | aw Meanspraey ifve gkalogdsiionmowi ng

in ;f@@a?{?m@@mwh cﬁlaause %% rfgg{‘ t hat %%%ﬁ%%sowgu
t heAvstrfifpalolig tradeeaingigig|  ahou ib
subfRa L ohame t’qué"evel oprent ofthjt ge, T medi ately due

for paynment under w th shared propert or cI ause 13,
Selraienty siaosrachpreluhdreiifngs; or He€Ug cnj’é‘ﬁo for the

or pe ormance of

r epSy e VEFUY S be ~adj ust ed fifigs bhgbo,
rranagerrent of land which is subdthrgdm pahdeoman@equnder
cihalaxsl@esgnbedam@y Resivsiar ed propert “”@’r"ﬁﬁﬁa’ge%%“of

Elll dAquc s?ructuguor i dptlo{;Lgéﬂt o Teani ng of BeeREP P8 whi ChV
t e

land or fixed to it; and security provider means each person (other
‘ than you) who gives a security.
your estate and interest in the land and

rights which may have arisen or may shared scheme means each scheme or plan

arise in connection with it.

repayment value means the appraised
value on any of:

the date for repayment, or

regulated by a shared scheme law
that affects the property. Examples
of properties which are often part of
a shared scheme are strata or stratum
title home units, and town houses
and properties in integrated

. developments.
the date prior to the date for repayment
on which you prepay the total amount
owing in accordance with clause 11; or

" shared scheme law means any legislation
that provides for the:

.the date the fotal amount owing becomes e - subdivision and development of land .
immediately due for payment under with shared property; or
clause 13, -
. subdivision of buildings; or

as applicable. The repayment value L . .
may be adjusted if we give youan ) management of land which is subdivided
- allowance under clause 9. and has shared property; or
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exanple relates to that exanple or total amount ow ng
nmeans, at any tine, exanples of a simlar kind; and
WO b@chedsance owi ng on your | oan account at thaPCT/AUE(}OS/OOlSSG
plus all accrued the word person includes an
i ndi vidual, default interest charges and other a firm
a body corporate, an ampunts which you nmust pay under
uni ncor por at ed associ ati-on or an this agreerrent but
WP HAVE REE WiiBor i ty. beenhHEH §REVIE bk B oan
ates to that T
(@6 GRMARLowiE mEAE atShyligibll @r i ncl udsémﬁn @rd&inm s #dQ Vi Ce
thalte btrlwﬂeou(mgmi'ou»doang the appregiatio QRYE c Sa g@y
Seound vl rﬂ“éa“ta g¢d have not E),g g,rﬁg, ﬁ," yo’ur
qﬁatﬁé 1 LhE conveni eﬁ}ﬁ!EorﬂJﬂJtcyas@dﬁidnod&aﬁCCOUHt
(i NG44 én&gtb&n\yucﬂjﬁwlﬁﬁl ati on notuthgfitf.ect t he

| ntbeqn ¢be¢da¢ :rom’loaofwc«tuhnats di SCOURL dng@ HRRIE Viurat W8 vicelS

%es éﬁrg‘o St’;at’ ter] (ARMs{ ]) and includes its
su TN 551 0Nns. wor ks, nmeans:_bui | din vvork or
©X Cigobiah (@NGi0f mPpredmgn ks on TR g farcpnyene 9

derdskaughi ng, renovi ng or al te,gtbdagmany l}pau?m he

&H&Qﬁfde%ma%oﬁ&]&’er Bk di ng or devel opnent vvork required
by ]&ndxaiuhéaasrsh&eysmbﬁdconnectl on with the property. you
nmeasgnst he' person or persons nanmed in the Details as
woltstqmer” . I f there are nore than one, you nmeans each
of them separately and every two or nore of them
jryRdpe Mok oyou i ncl udes your successors and assigns. A

re@da@L@REQrthvdiks on the
property, or

o0

work demolishing, removing or altering
any part of the property, or

any building or development work
required by an authority in connection
with the property.

you means the person or persons named in
the Details as “Customer”, Ifthere
are more than one, you means each
of them separately and every two or
more of them jointly. You includes
your successors and assigns.

A reference to:

. any thing includes the whole and
each part of it; and

. a document includes any variation or
replacement of it; and

¢ law means common law, principles of
equity, and laws made by parliament
(and laws made by parliament include
regulations and other instruments under
them, and consolidations, amendments,
re-enactments or replacements of themy);
and

e the words including or such as when
introducing an example do not limit the
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any thing includes the whole and each part of it; and
a docunent includes any variation or replacenent of
wO0 29o6antd76 | aw means conmon | aw, principles of BQIAUR005/001586
and | aws made by parlianent (and | aws nade by
parlianment include regulations and other instrunments
under them and consolidations, anmendnents,
re-enactments or replacenents of themy; and the words
i ncludi ng or such as when introduci ng an exanple do
not limt theSchedule 1 - How does the "1/2/1 rule"
wor k? The follow ng exanples illustrate how the "1/2/1

r . . t he
t g‘i“é‘f""’aﬁ' Ay EBWtE"’g lﬁég"'ﬁof"’fiﬁcr eased under ot her

PR WlISHiR BEmPEs il BGV RE TRl opeketl: €XaNpl e, because you
are in default or because we have expended noney where
you haVi e LR L IR e _agr cerent
and YO UbeHA Gou e in dEERaH bebadsd Vo e ABRIE bnomey s6RNTD| € 1
Assune sbhiabe faued doemmgﬂmtauﬂ&ﬁqu@%nmmﬂuh}ma 2005, and

t hat atrereid@oganquys.dat e your property's apprai sed val ue
was $500, 000. Note: if you and we cannot agree on the
app Bl RashmEhat wd lenk you 9100,00000 | Aund/ 2005, Ja44 thatide [Jr ocess; t he
app tauseddawaduumopmy lppraiyatvaligavag $H@.080ane anourlt as t he

ed)
pur ¢ e t s
Ry |
equ@becaun $®Q%0®a‘eq¢ahe20ﬁroBMrobeyty’sapa'ppﬁ wwed vglue. (a) If

IR A e

anolint owina 1qon®h¢ade®uxtmaramrgianabay&i&rﬂﬁvmo | oan

amoynt AT aYF‘ 2?}3’0%&' ‘;Z I P pd 40% of the
val ye gdffff: ﬁ’é ,Ejﬂ,Y b B0 Jy:é%t pay us an

appN €Ci ol odup Ay RERRkherh mme&)ﬂ is§ 149,00040% of| t he

pr oﬁ)((ert "\%@iﬁl’fgo 000 vaI ue g e"LPH’ ?.?dltl on to the
$100; %0 r Pﬁé‘ yt’h Al ' tal janount -
owi g hg% h@do% Wb o ri"ﬁ"a‘ée & ibotim 3526200000,

the value loss between the two dates. Wc must bear $20,000 of the
loss (ie, 20% of the property’s $100,000 value decrease). The fotal
amount owing therefore reduces to $80,000 (ie, the $100,000 we
originally lent you minus the $20,000 loss that we bear).

(c) Ifthe property’s appraised value on the date for repayment remains
the same (ie, at $500,000), then the tofal amount owing is-the original
$100,000 loan amount. That is, you repay us the same amount we
originally lent you. -

These three scenarios are illustrated in the table below.
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(b)

repaynent has decreased to $400, 000,
w@rwdnvssosmi ng i ncl udes the origi nal
| ess a depreciation discount of 20% of the

anou

val ue | oss between the two dates.
of the loss (ie,
The total
the $ 100,000 we originally lent you
If the

decr
$80,

m nus the $20,000 | oss that we bear).
property's appralsed value on the datefor

re I n%alcuﬂm

anou
That
| ent
t abl
in E
10%

If the property's appraised value on the datefor

nt

ease).
000 (i e,

then t
$100, 000

W nust b

anount owi ng therefore

(c)
r

faVa Wi aYaYall aoan t+ h

20% of the property's.$100,

he t ot al

| PEYAU2005/001586

ear $20, 000
000 val ue
reduces to

epaynment

o f

I S,

néﬁ'le Igglﬁ

you repay Us rib

gan at quJuu ooy ,
T ol Z@%@‘;’é

Ballsor

you.

xanple 1

These—three

e bel ow. Exanpl e 2:

LII\,I'I UTTC

"Hﬁ@ﬁﬁ@w

r\faL

originally

afcd Ln .t

fﬁf%}llyst
| fpmiﬁ f gct §myi§°ye t
heppraidvafva g dpanztvedyaw

n_nnrr'lsqs' [ laYa¥4d d \L

except b

he

~'Scenario 3:
s
al{el
_(giafis sami he

t he

Li’l‘o é'rt&/'?ori‘gh{éf ‘dpp)b‘i.’s'b’d
akeCU| at'| OnS WOou

SRR T T
0,0p0

t
pF
Id be as folll ows:
e

L s

pro
has

qérmsﬂums
Pmmea@

gchange $600,

al_ ue ssm,ofioje datmmo

ePaAY $56TH00 |

000, +$1098¢0

"Yqur share o

"the value ¢

ange 1o A Aﬂ $80,000

Lant ™

t he t&@%m_annu nt_owo

ng
lLus—an $0

i ncl
appr
$100,
totag

Wdﬂharelolﬂéﬁe valub &
eci at i onpaynent eq

29,00,
PITTTENAG
ual (greciadb}™

b | —CTIt—g

520,000
00&&%@9«9#
iscdbin)

0

pr al de val

1[Loan ama
lTotgls |alﬁoéui nt owing

perty' s ¥
000). The

ue | paresdde (| edi @oog
4 e—dat ,380,05%

I 1 ,000
al uUtT UIT T o C1TO1

h) |f$l§%
raoanay/
LIS SA— AL

pro
has

decr eased

erty S apprarsed

to $400, 000, then the t ot al a

nmount ow ng

i ncl
depr
$10qQ, 0
tot a4
$40,|0
dat €
t ot 4l
| ent
t he |§
expr
apprle
entr

%Eﬁig%tt

mc

f on na
OI' 26

The

Sl iopenip

esseﬂg

eci a’ dihe

©

same.

mQMS(t,

hfehedacts prrithd sartBG0in X3BplanRexteptiiat webibl

RO

0 appral sedva
I(a) anhumtopemvs

e

asm,ond). 'I‘BWo/Blgzmbzﬁt aﬁﬂ

p*Fssé‘tq%%wmptrtx PR ivaleh therp
owWS:

Ué decrease (ie, $ 10,
rahﬁSahte aehefepeeae a3 and
‘!"yu"so pwlmesﬂ@d va

;ﬁ;}i e £15%) to0 0
$v0,

creasc ie,
anount OMAng has t her ef

0.0r ' gi nal
?gg tlllcn e to alkgfdag ff@"l’f includes §h re
unt equ

t ot al

e

lmt
mem 00,004 @prﬁijaeva‘uﬁﬁﬁeaﬁlﬁa unt v

y v al 0[980) he fotal amount owing has therefore fallen and is $40,000,

If the property’s appraised value on the date for repaymem stays the
same at $500,000, then the fotal amount owing is equal to the original
$50,000 we lent you. The total amount owing has therefore stayed the

Tkss a
Foperty's
D00) . The
i's

ue on the
D, then the
$50, 000 we
br e stayed
he

RA is the
is the

11e
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vr is the repaynent value. Simlarly, the depreciation
di scount can be expressed by the follow ng fornula:

wob@ea0ssRD i s the depreciation discount | is tPeT/AD2005/001586
amount v, is the entry value Vr is the repaynent
value. III1CLAIMS 1. A data processing systemto enabl e

an entity to use a range of decision-rules to evaluate
inreal time or on a batch basis applications from
consunmers to enter into financial arrangenents with a
financing entity for financial acconmpdation in which
an asset is used as collateral, with an ultimte

O beheprdeidRn ffmenp @i dito & Bloledel bydfe BRREL NPT r€j ecting those
applicatipns , said systemconprising: (i) at |east
one dﬁFé&r put.)terninal in which is input data
relating fo both the consuner and the financia
accoﬁﬁﬁﬁation applied for, (ii) a data processing
meand4 BHSAeteieidn Rl t he or each of said input
term/hdkoacamd: (iii) a data storage neans connected

W t h v$atieehrrghaea processi ng neans and contai ni ng both

i ni t ivahkhe posrckrelé.0 data relating to said applications
accepted to date which collectively characterise a

f iSWﬂﬂﬂ.itl‘aHEprﬁl@ﬂ& f1i@buhtOan Gfexpfedddd Gy tifekoﬁ@ﬂ\ﬁi‘oﬂ@azent It Y- and

desi derat;a data relating to desired characteristics of
saidﬁ?"tj 17%) wherein said data processi ng neans
amal gamat és said i nput data and said portfolio data to
producé”a nodified portfolio data representative of
saidRBSWFF@FFGWf?“ggid application were accepted and
conpéis&slogrgmebrinpdi fi ed portfolio data with said

desi désraterdat a and si gnal s acceptance of said

appl ivagkeirgmmemapei f the difference between said

desi derata data and said nodified portfolio data is

| ess than the difference between said desiderata data
and said initial portfolio data. 2. The system as
claimed in claim1 wherein said financial arrangenent
conprises: (i) an advance of funds by the financin
entity to the consuner equal to a . :
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first percentage of the value of said asset, and (ii)
an undertaking by the consuner to repay the financing
wenioetlysss@i d advance of funds plus a second pePCERAU2E/001586
CLAIMS any increase in, or less a third percentage of any
decrease in, the value of said collateral asset in the
event t hat at st, on redeter ned state.ari.ses
Lo P s R A R S TS e afiMiPERugs o
t Bealfiato @M edal eimRMrich b%ﬁﬂhd)aﬁﬁl uﬁﬂib@u@ﬁs fro EBndtnkes @ enter
m nus, sai d second and _third percentages respectively,
pliie finanejgk arFangemeris il d %mﬁmg ewlyd‘gr Bpangigl
C AbABRD i AT i ol SUECH OB, w1 RN
an’/or (iv) an

|nanC|a arrangemnen
upbjectiekofgidbyntith ecaptisgioree;] et:tung psy/apptieationsg said 8gstem
entity said advance of funds plus or mnus said second
aﬁampﬁ?ma percent ages respectively, plus a
SyP! e bR heRAWTRAL tér8liAl §dwhRhs agﬁ fta Ykt 0b ot
fixed interest rates on a recurring basis throughout
t lee ¢anfemerf antdribe finaromad iaedonzmodatige mpplicd fand/ or (v) an

TR 350 B PSR bk A GO RSRA G o ¢

| RRhANAsRAHS made to said collateral asset, and/or

(vi) provision allow ng said consunmer to refl nance any
hildher aglatastprage meansronaected with gtifdate nsacsssing means and

f

5 LTSI 0 5l R b
Sylsteanhials cclllea:ltwelgi chiractedsen Enanoat portfodiaiod said cf‘manbmg

per gent er or S ler than saj.d t
p@%@n%%cg@w raty B g/ ging: P A ERL A ey Shidportioio
WRAH R sﬁa'd‘}[atﬂibééémﬁg frfé%ht aﬁ’ﬂﬁgéuﬁat@sq% irfpQt &84 8nd s2id The
systemas clained inclaim?2 wherein said first and

t portfblivedatetot mgéls:eairreo@ﬁ@xbportfeho Thie reyreseatating of bad ned

dthird
PR Sl AEE et el SEERET wif G Ga RO 6aRE
S)}S&hﬁfﬁo&&t&{«vﬂh@@ﬁ defidérh @i ditbandh@imRishcs@itshee of said
predeterm ned state is sel ected fromthe grou

c @nBlieatipagnbyr if therfiifarenes batwenn s9id desisleste fieﬁ ﬁiugéaad

f
¢ ERRSE P00 W s 3P0 diTHER I iivelh AILARIELH B0
s andsaid amitial Ilsrirtfdliq»éataent ages are fixed until a

redet erm ne aeLs i eve
p T%e system as C?al (li‘['e m 8a1m erem sauf Pmanma arrangement

comprises:

@) an advance of funds by the financing entity to the consumer equal to a
first percentage of the value of said asset, and

(i)  an undertaking by the consumer to repay the financing entity said
advance of funds plus a second percentage of any increase in, or less a third
percentage of any decrease in, the value of said collateral asset in the event
that at least one predetermined state arises, and/or

(iii)  an undertaking by the consumer to repay the financing entity said
advance of funds plus or minus said second and third percentages respectively,

plus a fourth percentage of the value of said collateral asset on a recurring
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9. The systemas clained in claim8 wherein said
predeterm ned state is selected fromthe group

W(amhsismgg@of: the attai nment of a predetern PE€TVAU2005/001586

edesip threughentitheilidp obthetlinenciglfarmangemensf angd/qr edet er ni ned

ti e, | LNaclal wherein
G ¢ HRupdOBaie b B Pubd Rl prhs Mk e SIEL T o
t hidvahcpef asids pis meinudsdidiecomd ard third berenthgeslibspetiieely,

systemas clainmed in claim2 wherein said first,.
pP e uRBlemegtary rasmsareltsdde slendard yadakla onfixed jngerest

c e 4. Nst i ok . m
D IHEFS) ERRER Rbis BpRA Biey b i inabil LeRHRhE
sand/osecond percentage and said third percentage are
inthe ratio of. 1-1 .5:0.13. The systemas clainmed in
Il m 80 ki B 1 s PR, B PR aate S2 Ll Sane by
b Yoy s6QUTE FFRRe Plud Bﬁilnﬁ%\l'e%ie%fﬁha&st%%ﬁi_ddcl)ﬁateﬂl @sset,

systemas clained in claim2 wherein sai
pragdlet ermi ned state is selected fromthe group

copsi st .0f : «the ef. | uxion of r edet er.m ned. t.i ne
(08 eI TsiPh plieig aidagpstyir 0 sefindhct iy, igel griority
priedadiglratangen &R dasdt ¢n emdial(b)0stesed¥ing REIUE O tiRt1awyr

el ectiion of  the consuner_ at any tine prior to the
ePHPFY pansial arrangemeat ) the ApaNseROGEY. 15. The system

3 AR s o BRI U Dl Eleh SR (AP IGL SIS el L
is selecte rom the group consisting any” 1 nt eger
numiaber thin smdthisl garcontepes. 16. A nmet hod of accepti ng;
rejecting or referring in.real tj or on a hatch

4, JOF SYSHR o8 CLAmEn AR 15T ? SBREE P Perepiagn & seal to
enRticty for financial acconmopdation in which an asset
Is used as collateral, said nethod conprising the

Sstldpsysem ag ichaimedin ¢lping? whersinesaithfizst ambiirdipsrosintages are
d%éaalrel ating to both the consuner and said financi al
acdohnodati on, said data i nput term nal being

6.Campegdtat ab 0ladmeld@inacl 0T ehelefigsaitbaasnd anddhirdhet@ntages
connected .a data storage neans, (ii) storing in said
daFeavasy sitigd tord Rrrdetssmmed sia#s al portfoli o data
r | o o .

7 ot el oP cRERE BRANFGLWARE ARFARRCHL Rod Shit i Eid
s ditoth fhie gaouy cogpsisting vf; thesatthimbesit dBa ptededahmed etatonrig t o
desi r.ed characteristjcs of said portfolio, (iii) '

afBP YL Y 1Ry etiyxion § %Pfeazt‘?%“%?f’d Wi d initial

8.P Ak sPté ad dlaBnbPin1RHHE YherePHid scREnPRd hldiRrdatages
representative of said portfolio if said application:

\g/@“’eﬁwdﬁﬁﬁﬂ é@ged(gtev{)li@dmm%rrsgatwiaehiwmf ied portfolio
SETRE R R

from the group consisting of: the attainment of a predetermined economic

condition or the effluxion of a predetermined time.

10. The system as claimed in claim 2 wherein said first percentage, said second
percentage and said third percentage are in the ratio of 1:2:1.

11. The system as claimed in claim 2 wherein said first percentage, said second
percentage and said third percentage are in the ratio of 1:1:1. |

12. The system as claimed in claim 2 wherein said first percentage, said second

percentage and said third percentage are in the ratio of 1:1.5:0.
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desi derata data and said nodified portfolio data is

| ess than the difference between said desiderata data
wa@praheaedsde i nitial portfolio data. 17. The net hpdr/ay2005/001586
18| Hiersystemras cladingd ir6claine 2 evheresmsald predetenninkd atatein geensatet

c I ses: (i n. vance of funds by the financing

eﬂ%%til?c?@“?‘%ég%%ﬁ%ﬁ%ﬁagﬁﬁ% to a first percentage of

14 Mene\gbto® Ricidmbd iR 2 viRebid tdid pRUetdRRREY Jatd e stl¥cted

the consuner to repag tehhe financing entity said

: thes

advem g groul congistipg g ébwrieh oler predateryuned timaythe death
in ase in r lL.ess a.third ,percentage of any,...
oot &y, fie falitndhe brh bitaBRLERP FFioRtia 8Miion, of fhe
ewelintirfh@lectibn bEgBconfitnd? edBt tahehfiGito ShedgiBl df3ER,
and/or(1ii) an undertaking by the consunmer to repay
t Hinappinbateingemenft i ty sai d advance of funds plus or
i i > . . i > Ct.i

15 TSP b SR AR i DA LA DIB0E AR B BRI Vb fed

c didmtler @bumpessisting ofiamyeintopet mgnixaof montisargbayt t he

ife aof the financial .arrangenent, and/or (iv )
16y g}e?'m %@cwﬂpﬁere@sﬁ% e Lerng e HpROF %%J%tfaﬂ jasis
e'h%)bti&’atﬁﬁé foRdimBeReRto b ndsin dfitPfor HnAHS a SR ImARAMNh
and third percentages respectively, plus a

s up pYhéehean assst ipuseden colatkral, eaid metisadarpdanrisingthe atsbeobhr

fixed i.nterest .rat.es .on recuyr,r.ing basjis throughout
¢ HO T AEPYEIE Pt ORG iptt Ferivel ot At to rl e cppStiper
unahgrshidkinagiciBlyadcb@n{ddRBG isiig deftihput tdrnifd HeRpSRhRected td

consuner by way of set off for the value of
i A RIREPFE L FARAES tQWhighds ewinpeiedp dita sosege med/ or

( .(.ii prs%ﬁn%i i da&vgtﬂgfﬂliegnseo%ﬁﬂﬁ%ﬁ p%ﬁfoﬁ@fciapaaﬁpa(ﬁng@é'
hi'gher priority financi arrangenent “based on
f caiddpatiedtiops eseptedrig detelwibdcindolletiével youkaragieriseral financial

financi al . aryangenent to t fjnancing .entity, 18 The
R At Bl R nghn o Sesidsfios dath Tl sitg Giesited
pedhﬁl%@feﬁ%siofshﬁflﬁﬁfolﬁf, smal l er than said third
percentage. 19. The systemas clained in claim17

\/vlrr](éi)ei mnwégmatimigrsaidpigpmehtafe@é spid initjalportiolio éatg to p®duce
DG PR uli R d pURIR s abulift

clvadroaetebtedc! ai m 17 wherein said second and third

per cent ages vary subject to a predeterm ned state.
(iv)  comparing said modified portfolio data with said desiderata data, and

(v)  accepting said application only if the difference between said
desiderata data and said modified portfolio data is less than the difference
between said desiderata data and said initial portfolio data.

17. The method as claimed in claim 16 wherein said financial arrangement
comprises:
) an advance of funds by the financing entity to the consumer equal to a
first percentage of the value of said asset, and
(i)  an undertaking by the consumer to repay the financing entity said
advance of funds plus a second percentage of any increase in, or less a third
percentage of any decrease in, the value of said collateral asset in the event

that at least one predetermined state arises, and/or
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22. The systemas clained in claim2 1 wherein said

predeterm ned state is selected fromthe group
waeonsiieisrelg of : the attai nment of a predeter m PETYAU2005/001586

edidn onian wwdetikingby e convuer td repay thedinancipg edétyenid ned

' . 23001 [ ' Laim 17 wh [
o AT5nsE 25 R R Dk PR SR e P e et
prodget Riufth petehtafEolthe SlaticofissidaollhRie dssePdn a Idt@rring
systemas clainmed in claim23 wherein said
p%é@ié thepughoatithslide af the fivanciehasgngoments avd/Agr oup

c I St 1 ' r 4 e .
eggﬁoma?qglg%%@% %%tc?he e% ?? %&’Fgﬁﬁo a&gggh{]éﬁgﬁ 1rcrll ned
t iatteancd of fillie phy i @findsssaid sicomtlandthirt perveitdgestrespactively,
sald firs ercent age, sai d secopd, percentage and said
t ISP PP %&p@fﬂgmt ﬁeﬁ%tﬁg tq sipndgreyarigble of Teed imtggest

s i ol i 7; ' i '

e i O Mg iy dgbnont
pendent age are in the ratio of 1:1:1. 27. The system
as clained.n.claiml7 wherein.said first per.centage
SATH S camdeTTN s SnaRGE sRY i FomPSSR e SHUAGES L by
| RydyheF sbedfif GorQhe Valde 8f ithpréfbmehEmadesibaidas]lalerl agdt,i n
claim17 wherein said predetermned state is the sale
byngfes consumer of the collateral asset. 29. The

system ¢l ai . i n_:qlai ' ' .-
o a5y SRR Sl RS 58 g priori

c dmaheitl argangémenttivaseel dnl foxiola/(ef prasgpviag etlee of ttedotveire,
t he dea{’.h of .t he consumsg% the_ attaj nnent of a

pPEQERE AT aRangsBIenE o8 HPtchig ety -t he vol unt ary

18186ty QBmOs cldifed BNAMAET7 Rhe@Wsald $RoR pQ@Lerifbelil Garger or
expiry of the financial arrangenent. 30. The Ssystem as

¢ Iseiattexdithan @il diird gefoambegreei n sai d pr edet érm: ned time is
15 S S A mes Ry EBEER SPindl iplol BiGhn g,

sQdfsi ng capital fromthird-parties providers and
using that capital for the purposes of funding
24.iThersostem aacledmedineitisn | hwhiprersaithiisgtand third pgecentages are
collgteral that supply financial acconmpdation to a
mul'tiplicity of consumers each of which enters into
2nritheakstemi @ cldimed i dhinal T ahegreinegaidsecodbared third pestentages
fi nanci al arrangerrents are entered into only in

r dépetbicst tasapisdsteipeth¥aifer s and/ or sel ect ed
25 AHeaY LR asRBHRES inlABRM P%&eﬁf’s%ic?ﬁre&&éﬁlined statg ris

charaCteristics of said collateral” assets and/ ol
conoivd fiom thegram ansistingef érei attainpenaota predetenhingd
det er m ned

e

d/ or . nodi fi.ed over .tinme based upon
Shratu Foptlre P s C by Lo AT RS o ovi der s of
233 s§amtadlclaidéd inld1gind VB ivBeeRSsatd stichRbandthizl peftediages
wherein said financial arrangenents are
are fixed until a predetermined time or state is achieved.

24. The system as claimed in claim 23 wherein said predetermined state is
selected from the group consisting of: the attainment of a predetermined
economic condition or the effluxion of a predetermined time.

25. The system as claimed in claim 17 wherein said first percentage, said second

percentage and said third percentage are in the ratio of 1:2:1.
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hel d by an investnent vehicle into which said
third-party providers of said financing capital and/or
wobrlenosdné i ti es i nvest. 33. The system as cl ai PEDAUR005/001586
" 26 IThk sys3@nwh etadmead fadlaim Hrebdroiarshid/idst pdreeritages badd sabonad d
conprises a fi.xed ensenple of said.fi cj al
aPPiSFYfagefdsaidhirdmrzoeaipge @ﬁlaille;qaa? goA I ¢l ai m 32
2IRE §Ydter Ak CIiRYE i TR IW@HérGﬂnesaidSﬁ@Pﬁ&céHﬂé’%e? ORPEdRRS
an ensenbl e of said financial arrangements 10 which
agdicentegahnd $aid Hitdaereniage grerie thesratie of AddB@. from ti ne

tine. 35. Th t. | ai ' | ai 4 wher ej
o 3o Wi 8 e QLB 25 B AR b e B S
© abiARDEIHRAIer of the eblldteranastdte i nitial financial
arrangenments as a_ result of a change in expressed
2% rTép sy sernas claimsd iniclpiny Esvhersin s38! pregdeiersyigedspigds
cls '{e&&‘i‘ filoth ﬁl'eagﬁéﬂpe’&néi%gmé fpli@ioh Jf%j»??&e%ﬂi&%me, €
systemas ¢ a nNcC amMmwere n sa co atera assets
afle: death efthaicensaaselthe sttuinmait df e pagdetir@inedtacosomit sai d
real .estate assets are sel g ted fromthe gr oup,

cSARdigon Ry thy veluntaphrleciign qb theopme ¢t PR g BHigF tRethe
PR%irf 8F i ThanBiEfrdigbialdive returns, expected future
- returns, expected r¥u ure relative returns, past risk,
3(pdde sysbmtas\winimed ky cleinpEl whereinusaid predétetninedime ivstlected
fgéurg‘g{el ative. r.isk as{ corret{?at'%ons wi th ot her
r &5 fhe gloub SSisting OLayRtegy TYRAST &1 BPHRI %R PEs wi t h
3Rt BhadcRa sy @ehabesAsERt SapitAlUf6h &Ei@d-E;ﬁti@glﬁidvm&rs_ and using
pur chase by grl vat e treatdylig{geog.r aphi cal | ocation,
t ithat eapital ferethe puepepestof HandingEnpnsiah peergementsdn syhich an

c [ ' i 1di ] : type of
RSN BILED e e o ARG, e o
3&uliipkcisysit@msw@sers kadhraf avhich alters tntd ote vhsaic finarscddl d
characteristics of said cqonsuners are selected from
t ﬁ@fa@g%‘ﬁﬁ% Svhsran isﬁa%l‘é‘ﬁn“é PFARECREEHHE eP@\rfé{ into only in

2 iﬁ%%pg&j SFaklebR8 BRsUnRYEind/ F20EE%d c88Rera Bkt Bhsedlupbhi Sne

ynment, previous borrow ng history, previous
ovmn ercsh charhétetisiiop of said calhateralddsass and/eragonsumerist and spisst

col | at er.al. asset. .npi pt enange rfor ce nd.expect ed
¢ Ghapetdios e puA BB pRh MO s Rl cBAggHE
Thepf¥sddgireRencbPb R thitd-phdy Providers\beaRi dupahl. | east

one of said financial arrangenents _is a_ nortgage. 40.

3xHdesysemmsatainied imelaim 31 whetein 9ol fipcial arrgpgegients are
LS008, SRR EF R PRl Rt bl PR e

offidaheiny @hpieal ahd/ohetherealtitiesingest. asset that is used as

collateral for th ur poses of t nort gage, . an
33. The system as claimed ?n glairr? 8)2 wiere{n satl‘| investm: ntgvehw?e 1ds closed

and comprises a fixed ensemble of said financial arrangements.

34. The system as claimed in claim 32 wherein said investment vehicle is open
and comprises an ensemble of said financial arrangements to which additional
financial arrangements are added from time to time.

35. The system as claimed‘ in claim 34 wherein said characteristics of said
additional financial arrangements differ from the initial financial arrangements
as a result of a change in expressed preferences of said investors.

36. The system as claimed in claim 35 and comprising a feedback loop.
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(ii) an undertaking by the nortgagor to repay the

nort gagee sai d advance of funds plus a second
w@erosanisage of .any.increase in, or |ess a thirBCT/AU2005/001586
3%&?1@@1%@3@8 Ghaimpd injelaimp 35 whergin sapbeallgfaral assets agedeal estate

c . : [ t

| Qbded flgdhid chg}ac?e?fsﬁésecﬁﬁﬁﬁleal e@talw’besseeiy gx% Cff%e?%%litlﬁwh thaen

east one pr eterm ned state ari ses,

urgtienpt aokobistingdyf ¢urentroslhe @gpectddfutizpaylue hastmetirgs gpas
sai d.advance of fu lus or mnus.said second and
© AP ERRES eabrte] BB tting ey Pecii e refafiya perirs, past

Peisk SpHsPRERE risRexyabig ﬁgﬁre%k,dex@eétb@hﬁﬁﬁl refafidé rigé tpﬁéte
asset on a recurring basis throughout the Ii1fe o e
meptrglatiens witl other faal ystatn assadeepaktcd futhye domelations géthor
to,repay the nortgagee sai d advance of. fund | ys or
oL P RS i PRy APl SUFRAST Y PO Rt Vel y
plgesgraplsitslb&ABAL MM/ teRAE BBt 1/5¢,20EEnbRANSsandakite,
variable or fixed interest rates on a recurring basis

t PBRaTscuientatien) building sizs sumberiagd dene efitaps(wymbtgn of
unelel il Al LAGRLLARDCE 0 compensate said
nort gagor by way of set off for the val ue of
38.rffhe cystem it slaimed it claisad Hwhelelnadaigt dlardcealsties dfdakd
-asset, and/or [(“vi-) prqvi sion allow ng said nort ?%%i)r

t SORSmeRs;are selepted romm the grpunfongisting ot ursat wgewg

f _ any _ set

| ARG (ImBlIERE dendet, YR HE0 b, AR ImBAL Brovidls
- | rpoobwing histonh ereiioussawtrshipciusidryp enrenttaddeess, natiomadieyr,

or_snal,l.er,than said third.percentage. 42. .The system
oo RGB! ARl Rt BRR G Finer G S T
| sseEbainténéep&forhdncelne systemas clained in claim
40 wherein said first and third percentages are equal .

39 Ahepren ps claimed incelaimhd b whereln & ilgpstione gspis finasgial

S £ hi centages. are.-vary subject to a
op%ﬁ@%ﬁ%n%gé%&gg 45. The systemas clained in

4@ The sy stdm sk eladad faclainp3 2dhéreindaitbtl ogp@tecconsprised: ect ed
frogmthe group nsjsting of: the attai nnent of a
piBdet & _ﬁaévfe@gglmsﬂ%i Y (RORENEREER CIMIEELPT FiEble Bfirsh
P %@@%Bﬁgé’bf‘ﬁ@ VIR breal MBS Sd: Mt ASuselidk BBRhtEA] for #leM
40 wherein said second and third percentages are fixed

umpuigoses qfrtbelarosigagmeddti me or state is achi eved. 47.

TR T
C Qi ikrfdls iph@ a¥ecoridSeradritatieHTRAY irRfcase I, BERES tHirdgstrcentage

of any decrease in, the value of said collateral real estate asset in the event that

at least one predetermined state arises, and/or .

(iii)  an undertaking by the mortgagor to repay the mortgagee said advance
of funds plus or minus said second and third percentages respectively, plus a
fourth percentage of the value of said collateral real estate asset on a recurring
basis throughout the life of the mortgage, and/or

(iv)  anundertaking by the mortgagor to repay the mortgagee said advance
of funds plus or minus said second and third percentages respectively, plus a
supplementary payment related to standard variable or fixed interest rates on a

recurring basis throughout the life of the mortgage, and/or
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econom ¢ condition or the effluxion of a predeterm ned
tinme. 48. The systemas clained in claim40 wherein
wa@anod/ 163576t per cent age, sai d second per cent ageP@ndUs@s/m01586
t i)r d peuondertaking byrike mortghgeenatompafsate s2id mortgi@or Ghevay
system as claiped._.n claimA40 erei, id first
p@ffs ¥R afa@tiw é’é% of Japroyements éwﬁg&esaﬁ@%f@ Iepl SStte
PeiceRL@ge are in the ratio of 1:1:1. 50. The system
as Scf;a?mad in claim40 wherein said first percentage,
syl seooimiompatovang sajé mnmtgageritd refinanck aurldgherayiorigr e
inthe ratio of. 1:1.5:0. 51. The s emas clajnmed,in
e BiHE PR Besting il Ta et pEofRGzsde
byo teendpaggagor of the collateral real estate asset.
52. The system as clained in clai-m40 wherein said
41pTd syssemnrian eldineadsinelaim Kevhareiagaidseeandmerepntage is larger or
cQNSi St o xion of a predeterm ned tine,
tﬁea%%atb%psoag%rg%ﬁﬁcgp{ggé'or, the attai nnent of a
420 Thd ey eiap eldingabin@ldimctinehdreiarnsaidahird percmhgmis@yal to
el ection of the nortgagor at any tine prior to the
eXffiry of the nortgage. 53. The systemas claimed in
4L AL T 400 W EhGh Y ﬁ%lgmpi(ﬁgﬁéggﬁl%ﬂﬁﬂsttdnﬁ%ﬂré p&%éﬁﬁ%&@re
from1he group consisting of any integer nunber o
mequdls or years. 54. The systemas clainmed in claim 32

5 b il B 5 S0l AP
entd ity e RS btdormmsigard to a second investment

vehicle. 55. The systemas clained in claim32 wherein
45 dihg sysiera 96 plaimed iatnlaimedhwberainpaidprpdatermigedottate dyi t v,

ot 494 . il orTeauity.
bt BRACHE e <o MRS o lhe WiRhl o bShdEmmins ThE
d%g(lﬁr_ionlﬁo latldljﬁﬁ%iél’gbﬁhg h?fhjididld@ﬂasp;edd}?]mﬁhadettimai ts alr e |
u |1 C I stea an Jrage . 1Nne S Cl al ne

44 Jhe!sa$t¥m@s claprscinrlainy %0 BherPEyARideERTd f@%@& PPIgPRIAges
E%Pé f}\ge&htﬁsgke\a@{e el MintSordfRe RQkhiRWRI. 1 cly |isted.

conput er 1 npl enent edofl.nan.c| al systemfor
4Tdihetsgstemng chintdbmelappd@wherain soid predefgrarinedhstateivial

ool of .investnents and a si r.ed popl. of i.nves. nts,
P 3Plac 5 Somniir st onT S T e R P OERHRE )
t RESRImi¥ dbMEHor 8 the efflukicd éftypredetériinst ot
characteristics each of which is stored in a nepgory
4% ik sypemas cimed egleins ¢ whereingaiddinstRaresntaass sadpecond
havi ng, a data. ' ' | I [ t he act ual
V‘ﬂe{fggtag? a%a%éégﬁ?@ﬁ)aeh%?yﬁ%gg 1%\?%@%@%?“%% acteristics
49 THeadly sle@Gls CRim eI clgiin 4whsreievaidsfirssparcensaget said second

conparing the values in said . memory bank and said data
s thsFeentagh anheaigbind negeeataga gt 1p tarfatie S?Th 38

50. The system as claimed in claim 40 wherein said first percentage, said second

percentage and said third percentage are in the ratio of 1:1.5:0.

51. The system as claimed in claim 40 wherein said predetermined state is the sale
by the mortgagor of the collateral real estate asset.

52. The system as claimed in claim 40 wherein said predetermined state is
selected from the group consisting of: the effluxion of a predetermined time,

the death of the mortgagor, the attainment of a predetermined economic -
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said actual pool of investnents only those additional
i nvest nents having i nvestnent characteristics which

wo eddaessthe difference between said target val PEFAERES/001586
sebrdlitied, wakhevallwesy eR8tion bfths weirtapasatahgptimecbriontacthai m

58 wherein said investnments conprise nortgages over :
r SN the M0K€28%-s. 60. The systemas clained in claim

539 ?P &h Qs §ﬁirﬂe@rd£ﬁg@3wﬁé}8n‘é@ﬁ| ﬂré(dé%émf?ﬁé'd_tt'hﬁé ls¥elected
col | ateral -dependent. 61. The systemas clainmed in

¢ fraimthé @ravperoakistingé fanyintegsr nombenef inahths or years.

caol | at er al dependent . nor, e .c ri ses. . (i an advance
40 2be S oS CRRACED B e e f A R i ot BB 5

f hfrrlocRRINELITR B6ing inddirivieh HEwRlchbtiRd e al firsSdnfitare 9aet

that 1s used as collateral for the purposes of the

we@H oy assignsdrte paecosd inves@raat veldglendent nortgage, and
o - ) o9
SS(nDIT%l% 8}253&}{ g.g %faéﬁ%d dl\g}gsla{g%lo#zh?hé@ h sgﬁlqm}esttrﬁe%tgzﬁg%le Iﬁ? a

ee sal n unds us a se
pﬁﬁ@t@;ﬂtoﬂge)f@?uiaﬁ yief(bjtnarrﬁaﬂie;le@, Ihybnix?] ot @aiwaavé ?xilitsd_
er cent age oI  any, ¢rease In, the valu Oor sal
,552 dbe sysemjas P]@Hpe%’é‘t 2] %?s@lé«tremﬁatdrﬁéluweqeﬂbhtcwer% le,
I : ) : | gand/or (iii) an
o e B B e e or { gagbe
5% dhd spderans elaghed mrodsmp Sushareinsaidusiugs debs sovvatiblad

third . tiyvely. pl fourth
o By P BT s 8 TPt ol Yot er el roal estate

5P 2S&ImAReAnREHid N EndAsRI SystdM iaanthidifea tlofe of the
whol |y or partial collateral-dependent nortgage,

anpiprokiniation hetweshdere@rl pap! bfinvpEmenistagd glesitad noepal

th rtga ' ' ai d
I TBRRG AR 57 G nRANERS S bl B Spcly e

s ypRke o Rtpnpligafidrstniat sisattéristiet aadiaofovhielr isatuired inra

fixed interest r ggqign a recu({rin asi s, t hr oughout

t Feniqry bapk operate SpiteBatetd Sste bhayinge fda SO
oI LRSS s nARdAiREd g% heRR1 VAR ol 345H Bl BiYty P en BB iaRgee

to conpensate sal d nortgagor by y of “set off for the
v aharectefistiosf said metnglpovhdtinyestnents, saisl dyateoy compagiag the

tate, t, i), i Si | | owd. i.d.
o R o Bengn beatrebd sty PR B iR Rilliges
bagiadcRial HEv1 B kivbétfkniIcRBEhdid Wil it idPindbstiiahid hwhiag ! y
or partial collateral-dependent -nortgage to the

momvegtigrns ch@acteriviies shishanaduss the diffeesace hetprean ?ﬁri]@ tagget
WGHel Ind @if 13RS fhe0E CENtage is larger or
59. The system as claimed in claim 58 wherein said investments comprise
mortgages over real estate assets.
60. The system as claimed in claim 59 wherein said mortgages are wholly or
partially collateral-dependent. |
61. The system as claimed in claim 60 wherein said wholly or partial collateral-
dependent mortgage comprises: , H
@ an advance of funds by the mortgagee to the mortgagor equal to a first
percentage of the value of the real estate asset that is used as collateral for the
purposes of the wholly or partial collateral-dependent mortgage, and
- (ii)  an undertaking by the mortgagor to repay the mortgagee said advance
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smaller than said third percentage. 63. The system as
claimed in claim6 1 wherein said third percentage is
weqwall03506 zer 0. 64. The system as cl ai med i n cP@i/aU8003/001586
whof figids phusi wlsebomdsperamﬂagemfaniy pmraawinageksm thislpeadentage

65.. Th stem as wher ei
o EERAeeihrot Rt pore e ilabint ol Sppisesieap fhe Stert that
praeféﬁﬁtefn@pﬁl@déte%hﬁte% stfariskfl@ndlgt em as clained in
claim65 wherein said predeternined state is sel ected
f (Bih t e ugdetekieg b thetmartgagor torremyathe aionigagae seid aalvance

oL REE Al FR RG0SR by Befentdfy Shnselffel i

6 fdurtigdreéageod fths aahRodf s4id c@lh‘dtéldl fear ésmté a@esOraa fecurring
fixed until a predetermned tinme or state is

a&%l&#@rau@@u‘c qfwélfg 5 thervhedly er ﬁﬁl’ﬁéﬁcqlﬁt@éﬂa‘?@@?@ﬁ%er ein
% mned state is selected fromthe group

conS| lgl ng of: the attai nment of a predetermnm ned

e c(m) oman wdadalting by dre mmagbrfﬁouxpayrthefncmtgpg@ohai@dvhmd

69. The syste inclaim6 1
2y apl i sccoud pep BB aRioploREie R AR d
t R ﬂeﬁ@ﬁﬁ%e@%n@f&atéd‘tots‘f‘cﬁldﬁﬁt\}aﬁa@fe oF fiked thlet rﬂé?on a

systemas cClarrmed in claim6 1 wherein said first

pacaenngbsis hapughsuictbe Hfepdithewhelfeonpattislaolatetdldgpendent

per%antagadld?re inthe ratio of 1;1:1. 71. The system
W claime6 1 wherein said first per cent age,

sgiyl S%Qﬁﬂeﬁﬁ{lﬁgby &@&n@fgigsanod:oh{penght@@ﬁ@ afvraggordyevay
in the ratio of 1: 0. 72. The system.as clained in

clodjseh gt @r\}}hﬁéY%P%O%l@lRﬂo‘ﬁﬁ‘%@t%ﬂﬁ ty éaldscpbl@férql geal patg g e
ysge[?, endR;t gagor of the collateral real estate asset.
3%%rhe systemas clainmed in claim6 1 wherein said

pr(eijet eravisied atlbevirg sail meltgagbeth efinmncelaey gxgheppnonty

.consi st f: the effluxion of a ned
¢ Raorge et nvonmp e et P aol PE g
pfc%ﬁ&t*eﬁdl-'&l‘e?@rﬁeﬁﬁﬁf?ﬂ g6 t6 ARGhdrigBec.OF the voluntary
el ection of the nor gagor at anytlrregrlor to the
62 xPiersystem EtSWéalmlqd lin glaimk 6 bavheted $ajd sasbnd percentagrels dareesor
m)rtgl]aﬂﬁlg d cg %stemas claimed in claimé6 1
B g RYEPHA8Sed tine is selected fromthe
6YIrTHeRyStemSdssdldin@d od claihy 61 Whe@ar saidithiepeadentigs idh&qual to
years. 75. A conputer inplenmented system for
r éfither ati ng by conmm ssion financial internediaries
6me sg&t%&d&é%?almemaaﬁ[; 6B WLBRAPIRD iRt b ffhd S&Y&ﬁfag%e

rising those |nanC|a arrangenent
smhﬂm haV| ng a nmenory bank

65. The system as claimed in claim 61 wherein said second and third percentages
vary subject to a predetermined state.

66. The system as claimed in claim 65 wherein said predetermined state is
selected from the group consisting of: the attainment of a predetérmined
economic condition or the effluxion of a predetermined time.

67. The system as claimed in claim 61 wherein said second and third percentages

are fixed until a predetermined time or state is achieved.
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in which is stored target values for a plurality of
characteristics of said investnent pool, said system
wo moobhess7havi ng a data store in which is storebPCT/AB2005/001586
68 dihe spgtemds niyinéhinadier 6 B whersinchidgaedetpmupebsatesai d

fi cial arrangenent. to be .introduced, and said
o EE BoRIar B P RE~e Ukl EHrBETEr PL PedeBipned
PreeRRnad cohtBhiebetht SHliBSon G prbddtétehihéd §akd i nvest ment
gool only those proposed financial arrangenments which
6% rlhewystem as alapnediiox daim Glewhermingsiffingt parcedage, said greond
characteristics, . cal cul at.| a..caopma~ssion for the .
" ARE RS R Rl R A B RT T E oor s on
70/, 3He 8 $stévh (2B clahbdin Odign 6 Nwhbreindald Riseparesntiiet v vecoad d
target and rgé)osed characteristics. 76. The system as
cIPsfopiaes Mcvaid thirdpeteatagr Arinéhq fatip @didihg fi nanci al
71.”1‘ht% rs?ﬁgh a5 ?éia?m&?fﬂ@léiﬁi O whre 3R ﬂ%@g&?&ﬁé OBhill kétond
pas I'nanci al arrangenent sourcing per or mance. - e
syetoentagsamd saidrthind peraentagwarerie the mticlf $d.58nc a

AN A T TR .

SR MmBRgS R IOTBR: dolafetd &l éRatdhAgleei N sai d whol Iy or
paitially collateral dependent financial arrangenent

7% dthesystenn as clajmedhinadsiamé e whérefn satfspriogetetmingd staigds ng

entjt o _the consuner..equal,to-a first percent . O

© Rblebi Fm 8 aF ARSI FAT nd Aralg R ISR RN AR
t iBe QUAKPOBEAS nitgh b6y, therdBdinint 6ff 4 podes®iined adfthofriid ) an
undertaking by the consuner to repay the financing

erfepdifion{r dhexirlapiary dectionod thegnerieagos sl dime P Mije

of FACT ' I : ol e of an
dec eagfe@]lgrﬁﬁt%]ﬁé)&@g?%gygﬁﬁ%%@h&%gwea{?ﬁdgrgaggget in t%e
T4VEhetsysthmatas alaihediit claine6 pwhereinesaid predetetnzined timesese]lected
and/or, (iii) an, undefpt aki by the consyner to repay
NGO g TRistng oF 6 SRR Of EIROHIO P8 o
75".‘%(‘H&nﬁtﬁbﬂnﬂﬁ@rﬁ&ﬁe@%@n{‘fdr%rﬁ@r[&ﬁﬁigﬂﬂ,ﬁ&nﬁlﬁﬁs@i?ﬁtﬂn‘dﬁ‘di%

plus a fourth percentage of the value of sai
c dhtermastiaries adweintroduce fimaoeiek drragceraeits tq #F BygHBGRt noek

life of. the financial_ arran t (J

nkegre iRk g ERG R BRRE SRy Gt llned B pan
enh wihychSia b@bretid AR € @aloés forn @Rirglity 8f ciaraiterissics af shidecond
and third percentages respectively, plus a , .. ,

s UPYASEREY: Paely sid y fghes baving 3 dé‘@é?ﬂiﬁ iywhighiingipred ghe
£i . . . . Lot
R e L S B R R
urddntraddced) ahy saideyftemaomipagngetieitarget chacotepistisstnd sai d

consuner b - s C 1
propose che%acterlstws, admitting to said investment pool only those

proposed financial arrangements which are within a predetermined threshold
of said target characteristics, and calculating a commission for the introducing
financial intermediary which commission varies with variations in the
differences between said target and proposed characteristics.

76. The system as claimed in claim 75 wherein the introducing financial
intermediary’s commission is also dependent on its past financial arrangement

sourcing performance.
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way of set off for the value of inprovenents nmade to
said collateral asset, and/or (vi) provision allow ng
wgaiod/1esnesuner to refinance any higher e‘ipri or i t PCT/AU2005/001586
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claim 78 wherein said second percentage is |arger or
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85, The system as clainmed in claim84 wherein said
pribdfet ksash one gredeterined stags @iseedndiobm t he group

c i stj et Q@ r ern :
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t iadeanc@®f filitis phissir ermessaid sicoedlandthiot perem8gaesrespectively,
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S Yoaki8 Mhrdfighoufih@BEle bithe imhmidiGriagsmim, aigt first
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pdidentaagumdertaking byt the consuneer 49 repay the firggcingigntity\seidem
as i i . im-. ' id. fir cent
SRS TRl Pl AREFSAR SR SRR GE T 20
| pliisesupplententiy payindit Gelat8d to sthelasd siribleas fidediintetksi n
claim 78 wherein sajd pﬁedet e[m'ﬁrtled state is the sale
byaiehan @ seriHRE basts thyougheytthe e of thedingpciabgyranggment,
SV as clainmed in claim78 wherein said

predeterm ned state is selected fromthe group

camsi stanngdedftakingiey thffinanciog extity do porspkeisate whidednsuinme by
t he deat f. the consuner, the attainnent qof a
BB HP G B e by fne iy Oomd oo agt

elg@gloron of the consunmer at any tinme prior to the

(vi)  provision allowing said consumer to refinance any higher priority
financial arrangement based on formula/(e) preservihg value of the lower
priority financial arrangement to the financing entity.

79. The system as claimed in claim 78 wherein said second percentage is larger or
smaller than said third percentage.

80. The system as claimed in claim 78 wherein said third percentage is equal to
Zero.

81. The system as claimed in claim 78 wherein said first and third percentages_ are

equal.
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expiry of the financial wholly or partially

col | ateral -dependent arrangenent. 9 1. The system as
wa@bk@eress7é N cl ai m 78 wherei n sai d predet er m neBCT/ADR005801586
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C PelRhRbe hnd 8428 AR Yerden@B Gicdh (RS faﬁegﬁmnl 94. The
systemas clained in claim92 wherein said wholly .or
8paieisastem asslaiaed inglelap chuberein saidfitst nercentagen spideerond
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89. I’i&xe\sgétum asfcldimed asdsiin Thehedein dasepredsiconinbditercas theatle
the ur poses of .the_ financi aI arrangenent, and (U an
¢ sQsHEeh gt thasollaeral a8t t o repay the.financing
9@ §MielorBl & YRR GFcIR T8B! 4% ArelBeoR.PREEEN! a0E
any 1ncrease In, ess a th percentage of any
d eclee@d dronm thetgneup/cainsuetmg ofs ghel effbllximnt adragiredetermingdriinadye
| east state ari ses,

o St 5 oSt SR e o BT Epay

t RenditibANG thevSlnhiatyyeldtiofl o eherddmSurér It dRF mRlpridr & the
m nus sai d second and third percentages respectively,

plegpiry of th@rﬁmnyek wmﬂyag@aﬁfallwellmaralréemndgaﬁ ggrangement.
9f Ol#he%ggt{e aﬁ%tgcrl] gnl %lﬁﬁn{a f&f gﬁéﬂgﬂngsn f’cf‘ﬁﬂeﬁ%f}}}ﬁlﬁ%‘& Egﬂ%‘is {elfted

u it t}&kgrﬁ@p bonsisifig @bmyumlgelt unitsgp @Y nionehsfor yasei ng
entity said advance .of fuynds plus or m.nus said second

9%y celﬁpw@r e e pnted BRancid suem Jn Raintaining a close

approximation between an actual pool of investments and a desired pool of

investments, said investment podl comprising financial arrangéments each
between a consumer seeking financial accommodation and an entity willing to
provide such financial accommodation, said system having an investment
mandate specifying target values for a plurality of investment characteristics
each of which is stored in a memory bank operated by said system, said
system further having a data store in which is maintained the actual values of

said pluralify of investment characteristics of said actual pool of investments,
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plus a suppl ementary paynment related to standard
variable or fixed interest rates on a recurring basis

wo boosugdsost the |ife of the financial arrangenp@r/AU2005/001586
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c msl stahhgdatakiddiey tietcahdtiiito Rbaptherfadatiap FhiigGaid
econom ¢ cond|t| on or the effluxion of a predeterm ned

t |a%ancq o fungp plusyos meippssgidgesprnfeand; third parcantogesmwencetively,
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a%dﬁin%é BB flunldS philsdr Rifds éMt%e%bx{H sﬁfﬂ' tﬁlrﬁ bE&Entﬁgés%iﬁe@tQ\?ely,
sai d second percentage and said d percentage are
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im94 wherei,n s tate,is the sal e
o SR E pehE O UbuBhGH R P B b difarlgdfiedt

and/or

V) an undertaking by the financing entlty to compensate said consumer by
way of set off for the value of improvements made to said collateral asset,
and/or
(vi)  provision allowing said consumer to refinance any higher priority
financial arrangement based on formula/(e) preserving value of the lower
priority financial arrangement to the ﬁnaneing entity.

95. The system as claimed in claim 94 wherein said second percentage is larger or

 smaller than said third percentage. '
96. The system as claimed in claim 94 wherein said third percentage is equal to

ZEero.
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106. The systemas clained in claim94 wherein said
predeterm ned state is selected fromthe group
wa@onsileisreng of . the effluxi on of a predet er m NPAT/AUR@®S/001586
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selected from the group consisting of any integer number of months or years.

108 i si ndhe pistara 25 elawped iplais 1opherpigsaidiirspraceptage, said
r@ea‘oh@g&ge&gg fa th$Aipdrdatage bRk thd BHILRR . Pei ng
connecte to a at a processin me to \NhIChIS

108. The system as claimed in claim 94 wherein the altered obligation of a
consumer is selected from the group consisting of said first, second, third and
" fourth percentages, ahd said maximum effluxion of time.
109. A method of accepting, rejecting or referring in real time or on a batch
basis a request for re-financing approval from mortgagors having both a
substantially conventional interest-bearing mortgage with a first financial

institution and a second wholly or partially collateral-dependent mortgage with
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anount being the product of said second predeterm ned
percentage and said current repaynent anount, (Vi)

waige0ago®daé d data processing neans to subtract Bai/du2005/001586
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NMubigage pagasnd ametuad seidspedrsl mertgdge, siddpdudihg risé jnd fall.
inputting into data processing apparatus input data
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vakuat i : ' [ e nts
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di i@ pEsrid spsprd Borgagerasethesid aew vealie ehsaid praperty and

% - .01 4T, ' said first valuation, and to
cga@{lggt%dgﬁi%g@ﬁe&di fference conprising saird final
valvyat iging saRisdasaprdcgysingahdab to eadehl4te bn pdjbstitgvefinancing
instructing said data processi ng apparatus to output
o1 BRI iR B TPt i gFean P’EegF"ng}mé‘ﬁ Bereentagerdrsatd
Si&l%h?re Arhdrt 8ho8f d Signal representing a quantum of
zero | gaid overal{ difference is negative or zero,
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enasied slectric signal representing the quantum

(v)  accepting said request for refinancing only if said refinancing amount
for which approval is sought is less than said resultant refinancing amount.

110. - The system as claimed in claim 109 wherein said wholly or partially
collateral-dependent mortgage is a subordinated security relative to said ‘
substantially conventional interest-bearing mortgage. .

| 111. The system as claimed in claim 109 wherein said wholly or partially

collateral-dependent mortgage is an equally ranking security to said
substantially conventional interest-bearing mortgage.

112. A method of generating a digitally encoded electric signal representing

the quantum of a credit for home improvements made to the mortgagor in a
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of an adjusted principal of a wholly or partially
col | ateral -dependent nortgage which provides that the
w@rioaadydas be adj usted by augnmenting sane by apP€T/AELR005/001586
pevivdiytoa gertiafly tchbaterab-dependent mdrtgage,weitt method pomprisiegnite
|n t he.val ue of the property securing the wholly or
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val ue 1n
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an approved val uation of the property, (ii)

| n@tuauen ﬂasgsmémn@naalaaxpk ocessing apparatus to

di,f.f erence.bet ween s
e, ThngFGRIsHRL oflh g DRSS ARE IS8 R B e
Ofof$‘&b df kdid gigirallyendoded alecticaighalshe figud jsaid sRflaiepiesdnpial
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or2 Bapwn ebee eidekiadlgtifeeassis megaivg or @Pliop gnd g 5ecod
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t ogg I's sald secon e to set said second
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of an 88jubted Ipﬁ'h& ?sr of mﬁagﬁ& éaaalﬁ@lceuaefa@dgﬁ@ﬁsﬁ%&@gage which
apparatu 0 out put igitally encoded electric

providésgthatl the epn@pérheu adglsteld@muammmngcﬁan@d:ryda Bt percesdage of

the 1n%rre|a§1ec1nqﬁe event of an increase in the value of the property securing the

wholly or partially collateral-dependent mortgage and that the principal be adj usted by
decreasing same by a second percentage of the decrease in the event of a decrease in
the value of the property securing the wholly or partially collateral-dependent
mortgage, said method comprising the steps of:

(1) inputting into data processing apparatus input data comprising the principal of
said wholly or partially collateral-dependent mortgage, said first and second
percentages, a toggle marker consisting either of a first value indicative of the
adjusted principal being determined in accordance with one of a number of
predetermined events, or of a second value indicative an election of early pre-payment
by the mortgagor, and a final value of said property being either a sale or an approved
valuation of the property,

(ii)  instructing said data processing apparatus to calculate a capital difference

between said final value and said principal, and if said toggle marker is of said first
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value to calculate the adjusted principal by multiplying said capital difference by said

first or said second percentage respectively,

(iii) fuﬂher instructing said data processing apparatus if said toggle marker is said
second value to set said second percentage at zero and calculate the adjusted principal
by multiplying said capital difference by said first or said re-set second percentage,
and

(iv)  still further instructing said data processing apparatus to output a digitally

encoded electric signal representing the quantum of said adjusted principal.
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