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A valuable lesson
A father said to his daughter “You have graduated 
with honours, here is a car I bought many years ago. 
It is pretty old now. But before I give it to you, take it 
to the used car lot downtown and tell them I want to 
sell it and see how much they offer you for it.

The daughter went to the used car lot, returned to her 
father and said, “They offered me $1,000 because the 
said it looks pretty worn out.”

The father said, now “Take it to the pawn shop.” 
The daughter went to the pawn shop, returned to her 
father and said,”The pawn shop offered only $100 
because it is an old car.”

The father asked his daughter to go to a car club now 
and show them the car. The daughter then took the 
car to the club, returned and told her father, “Some 
people in the club offered $100,000 for it because it’s 
a Nissan Skyline R34. It’s an iconic car and sought 
by many collectors.”

Now the father said this to his daughter: “The right 
place values you the right way. If you are not valued, 
do not be angry, it means you are in the wrong place. 

Those who know your value are those who appreciate 
you… never stay in a place where no one sees your 
value. Never!

From the Committee
Due to covid lockdown, we were unable to hold 
either the tutors’ or committee meetings in May. 
We will reschedule the tutors’ meeting as soon as 
practical and it is important that as many of you as 
possible attend. You may find decisions made which 
affect you or your class. 

There are some important issues to be covered and 
your contribution is both sought and valued. This is 
an opportunity to let us know what you think we are 
doing well and what improvements we can make.

Lockdown means that we are unable to conduct 
any activities; even the movie Follies had to be 
postponed and hopefully, this is the last time it will 
be necessary.
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“He’s an indoor cat.”
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Bushfire planning for older Victorians
During late 2019 and early 2020, Victorians 
experienced catastrophic bushfires. Older people, 
especially those who are frail, live alone or are 
socially isolated, together with those with a 
disability, are at greater risk during bushfires.

Men 65 years and over are more inclined to want to 
stay on their property or in their home, even when 
bushfire threatens. They are also more likely to 
believe it is doubtful a fire will threaten their home.

Combined with some of the effects of ageing such 
as reduced mobility, the decision to stay and defend 
can be very dangerous. The Country Fire Authority 
is working closely with COTA Victoria and other 
organisations to improve how bushfire preparedness 
plans and emergency plans are developed and 
actioned for people at greatest risk in emergencies.

Developing a bushfire preparedness or emergency 
plan is challenging at the best of times, but for 
people with additional support needs related to age, 
health and mobility, the challenges and barriers can 
be even greater.

The Preparing Vulnerable People project is 
supported by a Reference Group with industry 
representatives from both the aged care and 
disability sectors, including COTA Victoria.

A few community members who are older have 
shared their stories with CFA about the 2019/20 
summer bushfire season. Watch Delwyn’s 
story  and Mark and Jane’s story.

CFA has also developed a new bushfire planning 
template, including a large font version for ease of 

reading that is more aligned to people with extra 
support needs. You can request a CFA representative 
to visit your property to provide free advice on 
bushfire survival by emailing clientreferral@cfa.vic.
gov.au.

Editor’s Note. It may seem early to be talking about 
bushfire preparation but that is the time to develop 
your plan. The CFA website has a template which 
enables you to do so and their Protecting Vulnerable 
People strategy should be looked at, it is a wake up 
call to us all.

The woods were dark and foreboding, and Alice sensed 
that sinister eyes were watching her every step. Worst  

of all, she knew that Nature abhorred a vacuum.
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CRESWICK HISTORY

New Australasian No. 2 Gold Mine Disaster
No one would imagine that in the small but 
prosperous town of Creswick in 1882 there would 
occur to this day the worst gold mining accident in 
Australia. 
Like the modern day accident at Beaconsfield, 
Tasmania, relatives, friends and onlookers would 
wait at the mine-head anxious for news. 
Whilst rescue in Creswick would occur within 
three days (unlike the fortnight it took to rescue the 
miners at Beaconsfield), 22 men would not return to 
their families. It 
would leave 18 
widows and 63 
orphans. 
Forty-one men 
entered the 
Australasian 
No.2 Mine for 
the night shift 
on Monday, 
11 December 
1882 but in the 
early hours of the 
morning water 
flooding from the 
old site of the No.1. Mine trapped 27 men. 
The noise of the flooding was heard above ground 
and immediately the engine driver James Spargo 
began to increase the speed of the pump. He was 
soon joined by the other two engine drivers – James 
Harris and Thomas Clough. The Mine Manager 
William Nicholas, who was asleep when the 
accident happened, was soon on the scene. 
By 9.30am the news was circulating Creswick, and 
people started to congregate at the mine. By midday 
word was circulating from the mine to other towns 
and villages and eventually circulating further than 
the Colony of Victoria. 
The trapped miners managed to reach the very small 
space of the No.11 jump-up. There they huddled 
together in darkness, singing hymns and praying 
for deliverance and for their love-ones. Some wrote 
messages on their crib pails to their families. The 
Bellingham brothers tied themselves together. 
When the rescue came Thursday morning 
unfortunately it was too late for 22 men (one body 
was still warm) and only 5 men came out alive from 
the foul smelling dark mine. 

Their funeral took place the next afternoon. 
John Thom Clifton forecast that their funeral 
would be the biggest ever held in Creswick was 
proved right. About 4,000 people marched in the 
procession, including 2,000 members of the Miners’ 
Association, with 15,000 onlookers. Nineteen 
miners are buried in Creswick Cemetery. 
Similar to the Black Saturday Bushfire Fund an 
appeal was started for the widows and orphans. 
Money was collected from towns and villages all 

over Victoria 
and soon 
amounted 
to £20,000. 
The widows 
received 15 
shillings per 
week and 
the orphans 
from 5 to 1 
shilling until 
they started 
employment 
or reached 17 
years. Within 
two years 

Parliament had changed the fund to “The Mining 
Accident Relief Fund Act, 1884” for the benefit 
of all victims of mining accidents. The Fund was 
finally wound up in 1949 long after the last widow 
had died.  
A memorial was erected 17 years later in the 
Cemetery. In 1949, when the fund was wound 
up, £100 was given to the remaining orphans and 
Michael Carmody, the lone survivor of the accident. 
A majority of the money was divided between three 
hospitals Bendigo, Ballarat and Creswick. Creswick 
received £12,000.00.

The Australasian No. 2 site today.
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Shift the focus from a legacy to a better retirement
Dr Deborah Ralston outlines a more comfortable and confident lifestyle for retirees

Despite the negative sentiment towards baby 
boomers and their fortunate position in life – unlike 
younger generations – the majority retiring now will 
have only relatively modest super balances. 

This is due to the fact that the superannuation 
guarantee (SG) was introduced at only 3 per cent 
in 1992 and did not reach 9 per cent until 2012. 
Most retirees have not contributed at higher levels 
throughout their working lives. Where the boomers 
win, however, is in the value of the family home. 

Older generations have had the benefit of rising 
property values over recent decades, with the 
consequence that a large proportion of their wealth 
is in the family home. 

What the Retirement Income Review 
uncovered about the importance of the family 
home
This issue was covered in some depth in 
the Retirement Income Review (RIR). 

In examining the three pillars of the Australian 
retirement system – the Age Pension, compulsory 
superannuation and private savings – the review 
pointed out that: “The home is the most important 
component of voluntary savings and is an important 
factor influencing retirement outcomes and how 
people feel about retirement. Homeowners have 
lower housing costs and an asset that can be drawn 
on in retirement.” 

At present, about 80 per cent of retirees are 
homeowners. This is a particularly high rate of 
homeownership by international standards that not 
only benefits individuals but the wider economy. 

Homeownership lowers age pensioners’ living 
expenses and means that the system is very cost 
effective for Australian taxpayers. At 2.4 per cent 
of GDP, Australia has one of the lowest cost public 
pensions systems in the OECD. 

For most Australians the family home is not only of 
huge personal and psychological importance, but it 
is also a major store of wealth. As housing is exempt 
from the Age Pension assets test and capital gains 
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tax, for many it is a preferred form of retirement 
savings. 

At present, around 15 per cent of age pensioners 
live in homes valued at more than $1 million, 
although the vast majority of these are in Sydney or 
Melbourne where property prices have escalated in 
recent years. 

Many retirees in this situation may be termed ‘asset 
rich and income poor’. 

The family home is a store of wealth that can 
be used
With the family home constituting such a large 
component of private saving, it is likely that an 
increasing number of retirees will draw on this 
precious asset to improve standards of living in 
retirement, provide additional resources for those 
wishing to age at home, or as a way to pay out the 
remaining mortgage at retirement.

Government schemes
There are two government measures that encourage 
retirees to access the value of their home – the 
Pension Loans Scheme and the downsizer 
contribution.

The Pension Loans Scheme (PLS) is effectively a 
reverse mortgage for age pensioners and self-funded 
retirees, designed to supplement retirement income 
up to 1.5 times the maximum Age Pension per 
fortnight. 

There are no regular repayments through the life 
of the loan, and income from the scheme is not 
assessable in the Age Pension means test. 

The impact on the capital value of the property 
is less than you might think. While interest rates 
are higher for reverse mortgages because there 
are no regular repayments, the net interest cost 
after allowing for some increase in property value, 
is quite modest. The RIR gives an example of a 
retiree who draws $5000 each year throughout 
retirement against equity in a home worth $500,000. 
By the time the retiree is 92, the property has an 
accumulated debt of only around a quarter of its 
value.

The downsizer contribution  
allows people aged over 60 (a change from 65 years 
was made in the 2021 Federal Budget) to enhance 
retirement incomes by increasing super balances 
on selling the family home. Provided the home was 
held for at least 10 years prior to sale, a person can 
contribute up to $300,000 to superannuation from 
the proceeds. This could mean a combined $600,000 
boost to superannuation balances for a couple.

Private sector schemes: In the current economic 
environment, a variety of new forms of private 
sector home equity access products are attracting 
more interest from both age pensioners and 
self-funded retirees. These include reverse 
mortgages, home reversion or equity release 
products. Each is slightly different, as discussed on 
ASIC’s Moneysmart website. 

Private sector reverse mortgages offer the choice 
of income stream, line of credit, lump sum or a 
combination of these. A lump sum could be used 
for purposes such as paying out a mortgage at 
retirement, covering the cost of large expenses such 
as home renovations, assisting younger members 
of the family with a home deposit or education 
expenses, or providing additional resources for in-
home or residential aged care. 

For an increasing proportion of older Australians 
with mortgage debt at retirement, refinancing with a 
specialist reverse mortgage provider is an attractive 
option. 

Knowing how it could change the lives of canines 
everywhere, the dog scientists struggled diligently to 

understand the Doorknob Principle.
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Loan repayments can be drawn against equity in 
the home instead of being repaid in cash, thereby 
preserving superannuation balances for retirement 
income. Importantly, unlike a regular home loan, 
a reverse mortgage does not require regular 
repayments and a borrower cannot default for 
missing payments. 

Prior to 2012, reverse mortgages were not subject 
to product specific legislation and were regulated at 
the state level resulting in highly variable customer 
experiences and product designs that generated 
unexpected outcomes for customers and misaligned 
selling practices. 

However since 2012, federal legislation has 
provided significant consumer protections, limiting 
loan-to-value ratios, guaranteeing occupancy and 
ensuring people cannot have negative equity in their 
homes. There are fairly strict limits on what you can 
borrow against the home, starting at 20 per cent of 
equity at age 60 and increasing by 1 per cent with 
each year of age. 

These measures ensure in all but the most extreme 
economic scenarios, homeowners can expect to own 
a majority of their home equity by the time they 
reach 90 years of age.

Home reversion is a property transaction rather 
than a loan, where you agree to sell a portion of 
your property to a provider or investor in return 
for a lump sum payment. Any future growth in 
property value is shared, based on the percentages 
of ownership. 

The home reversion provider pays a ‘discounted’ 
amount for the share of equity, which can be much 
lower than the current market value. For example, 
you could sell 50 per cent of the future value of 
your home, but only receive somewhere between 
25 per cent and 40 per cent of the value up-front, 
depending on your age. 

Home reversion is not subject to the same 
protections as a reverse mortgage under the National 
Credit Consumer Protection Acts (NCCP). There 
may also be limited availability based on location 
for this product compared to a reverse mortgage. 

Not so well known are equity release contracts, 
where you can sell a portion of your home to one or 
more investors, in return for a lump sum or a regular 
income stream. 

All maintenance, repairs and insurance costs are 
shared between the owner and the investors. 

Every five years, an additional small part of equity 
is used to pay a notional rent to the investor as 
return on their investment. 

While the owner retains the title of the property 
and the right to continue living there, they may also 
choose to rent the property out and retain all the 
rental income. 

With equity release products, you need to keep track 
of your borrowed portion. 

Geographic restrictions do not apply, so equity 
release can occur anywhere provided property 
investors can be found. These may be family or 
friends, self-managed superannuation funds or 
unrelated parties. 

A little known but valuable feature of an equity 
release product is that they also qualify for the tax-
free downsizer contribution allowance, allowing 
retirees to stay in their home but contribute funds 
from the sale of a portion of their equity into their 
superannuation accounts.

Each equity access product has different features 
that may or may not suit an individual retiree’s 
needs. Everybody’s circumstances are different. 
As the Moneysmart website points out, it is 
essential to get independent advice regarding how 
such a transaction might affect your Age Pension 
entitlements, bequests, etc. There is also a fact sheet 
from Services Australia to assist.

What is the efficient use of retirement savings?
Throughout the RIR there are references to the 
efficient use of retirement savings – that is using 
retirement savings to provide needed funding in the 
form of both income and capital. This statement 
has often been misinterpreted to mean that 
retirees should reach the end of their lives with all 
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retirement savings exhausted, but that is not  
the case.
It is pointing to the fact that once people reach 
retirement, they often become very cautious about 
spending down their retirement savings. Many 
live frugally in the belief they should preserve the 
capital they have saved, spending only returns 
and dividends, and with a concern that they will 
‘run out of money’ before they die. This approach 
is well motivated in that people feel they are 
being financially responsible and do not want to 
be a financial burden on others. But often, this 
approach means that savings intended for retirement 
funding, including capital, go unspent and create an 
unintended bequest for future generations.
As the RIR points out, in each decade of retirement 
we spend less. Concerns about providing for future 
costs are largely unfounded, as in this country we 
enjoy a generous system of ‘social transfers in 
kind’. These are benefits in terms of the health and 
aged care systems, tax concessions such as SAPTO 
[Seniors and Pensioners Tax Offset], social security 
benefits such as the carer’s pension, and discounted 
state and local government services such as 
concessional pricing for public transport, discounted 
utilities, car registration and council rates.
In many ways these transfers represent a fourth 
pillar of the retirement system and they are not 
insignificant. Indeed, the RIR found that the average 
value of such benefits is greater than the full Age 
Pension for people over 65.
The purpose of the government encouraging and 
supporting retirement saving is to ensure that people 
can live well in retirement, not save for the next 

generation. By all means leave a bequest, but ensure 
that this is not at the expense of living well yourself. 
Drawing equity in the home to ensure you can 
enjoy your retirement with both adequate housing 
and funding is another example of using retirement 
savings well.

Conclusion
For most people, staying in their home and 
community is an important priority in later life. 
The additional income that can be generated from 
the wealth stored in the family home can ensure 
a higher standard of living in retirement and is 
especially important for those who have not had the 
benefit of higher superannuation contribution levels 
for much of their working lives.

Would you sacrifice a more comfortable retirement 
in order to leave a legacy? Are you prepared to use 
your home to deliver a better lifestyle in retirement?

Dr Deborah Ralston is a Professorial Fellow at 
Monash University, where she is a member of the 
steering committee for the Mercer CPA Global 
Pension Index. She is a member of the Reserve Bank 
of Australia Payments System Board and holds a 
number of non-executive director roles. In 2019, 
she was appointed by Treasurer Josh Frydenberg to 
the three-member panel for the Retirement Income 
Review.

Note: U3A Creswick prints this for your 
information; it is not personal advice and not 
specific to your personal circumstances. We advise 
you seek professional advice before acting on the 
information. 

Source Your Life Choices.


