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Fred Birkbeck

19 Norrland Court

BANKSIA BEACH   QLD   4507

Email: fredb19@iprimus.com.au
Tel: 07 3408 8034


The Honourable John Howard, MP

Prime Minister of Australia

Parliament House

CANBERRA   ACT   2600

Dear Prime Minister,

I wish to complement your Government for committing to index the various levels of TPI compensatory payments against both the CPI and the MTAWE, to be effective in March next year.
The veteran community has interpreted this as meaning against the CPI or the MTAWE – whichever is the greater and we would appreciate confirmation of this as the announcement was not specific.
I am also pleased to see other measures recently passed by both Houses to increase the pension of veteran widowers/widows, the EDA and the General Rate.
These announcements have been greeted with a great sense of relief by the veteran community.
However, the question has to be asked, “Why did it take 10 years for the Government to enact these changes?”  One has to be forgiven for being just a little cynical when this has occurred in an election year, when it appears that it could be a very close election and the votes from the veteran community, their families and friends might just decide who forms the next Government.

There are still a number of outstanding issues, affecting the veterans, that need to be resolved, and I draw your attention and the attention of the responsible Ministers to the following:

1. Indexing the DFRB/DFRDB Pensions Against MTAWE.

a. Despite the recommendations of two Senate Committees that these, and Commonwealth,
 pensions be wage-based indexed, the Government still continues to argue that the CPI is the fairest means of indexing these pensions.

b. The Australian Bureau of Statistics has stated that the CPI is a measure of inflation, NOT a measure of the increase in the cost of living.  DFRB/DFRDB superannuants were recently advised that, as there had been no increase in the CPI during the last quarter, there would be no increase to their pension.  However, the ABS announced, in late July 2007, that petrol prices had risen by 9%, the cost of vegetables had increased by 6% and rent had increased by 16% in the three months to June 2007, just to mention a few increases in the cost of living.

c. Despite this decision, not to increase the DRRB/DFRDB, and Commonwealth, pensions, the Government still agreed to increase their Parliamentary salaries by 7%, having received a 6% last year.  If there had been no increase in the CPI, why did the politicians need such a substantial increase to their salaries?

d. The average Commonwealth/Defence superannuation pension is a meagre $22,000.00 per annum.  In many cases this supports both the pensioner and his/her partner.  This is $1,000.00 

less than the combined married rate for Aged Pensioners.  Not only that, but Aged Pensioners are eligible to split their superannuation payments for taxation purposes, providing them with a more favourable taxation outcome.  This is not available to the Defence superannuants.

e. based on the above facts, it is apparent that Governments of both political persuasions have been treating, and continue to treat, Defence superannuants as second rate citizens.

Recommendation.
I strongly recommend the Government rectify this inequity by indexing the DFRB/DFRDB pensions against the MTAWE.

2. Tax on DFRB/DFRDB Pensions.

a. Taxation of contribution and revenue for superannuation funds was not introduced until 1988.  There were no tax obligations, therefore, for the life of the DFRB Fund, nor for the first 16 years of the DFRDB Fund.  There was no Fund for the DFRDB, as the total funds and assets had been purloined by the Government of the day.  It is worth remembering that military superannuation schemes are regarded as “unfunded” because Governments have chosen not to make ongoing contributions to a fund in the same manner as other employers do.  This had been recommended in the Jess Report but not implemented.  Defence members paid 5.5% of their salary into the “fund”, after paying income tax.  Consequently Defence superannuants are again being disadvantaged by the Government’s action, or inaction.

b. In view of the above, those Defence superannuants who retired prior to 1988 should be receiving the full benefits of Simpler Super, as are their private sector equivalents.  Those Defence superannuants with extensive service before 1988 should receive credit for such service with no tax applied for the pre-1988 service.

c. However the private sector superannuants of that time, that is pre-1988, are receiving the full benefits of the new Simpler Super and the Defence superannuants are not.


Recommendation.

For the sake of equity, it is strongly recommended that all Defence superannuants, over the age of 60 years, receive the full benefits of the legislation and pay no tax.

3. Reversion of Pension to Pre-Commutation Value.

a.
Minister Billson, in a letter to me dated 10 August 2007, stated, inter alia:

"It is a common misunderstanding that pensions are reduced after commutation in order to repay the amount commuted.  This is not the case.  The repayment is a notional concept used to explain the process by which scheme life expectancy factors are used to ensure that members electing to commute part of their pension do not receive more than they would in usual pension payments over their expected lifetime.  That is, the amount commuted and the residual pension should not exceed the amount of pension a member would receive if they had chosen not to commute their pension." – my emphasis.
While I have no argument with this policy, I am concerned with what happens after a member lives past his/her expected lifetime.  If we take the case of two members, of the same age, who enlist on the same date and retire on the same date.  Member A decides not to commute so receives an unreduced pension for the rest of his/her lifetime.  Member B decides to commute, receives a lump sum and then receives a reduced pension for the rest of his/her lifetime.  According to Minister Billson’s explanation, by the time both Member A and Member B reach their expected lifetime, calculated from a life expectancy table and used to calculate the reduced pension of Member B, both should have received the same amount of pension.  

However Member A continues to receive a larger pension than Member B and this will continue.  If both live for the same number of years beyond their expected lifetime, then Member B has been seriously financially disadvantaged.  This is completely contrary to Minister Billson’s stated policy.

b. As far as I am able to ascertain the relevant legislation makes no provision for the reversion of a reduced pension to its pre-commutation value.  Similarly, however the legislation does not preclude this.  When attending Resettlement Seminars, I was certainly never advised that, should I decide to commute and subsequently receive a reduced pension, my initial pension would never be reinstated.  The DFRDB pamphlets of the time contain no mention of this fact.  Most of the retired members I communicate with have the same recollections.

c. The argument that those members who decided to commute had the use of a large sum of money to help them resettle is spurious to say the least.  This decision to commute or not to commute would have been based on a member’s personal financial situation at the time.  Some would have already secured employment, some would have already purchased their home, some may have received a bequest, while others would have been financially secure because of a second income.  It would be a very unjust Government to financially disadvantage a member for making such a decision after serving the nation for so long!

Recommendation.
That those Defence members who commuted their DFRB/DFRDB pension have their pension reinstated to the pre-commuted value once they have lived past their expected lifetime which was used to calculate their reduced pension.

4. Restoration of Mr Keating’s “Stolen” 2%

a. From memory, back in 1986, I seem to recall that the Labor Government, under Mr Keating, said that the Nation was broke and that everyone would have to help out.  From memory Mr Keating imposed a 2% reduction on all Defence pensions.  Again, from memory, this 2% has never been restored even though the Government now finds the Nation in a very financially positive position.  I am aware that parity was restored in 1989 but I do not know whether or not this included the 2% or not.



Recommendation.
That the Government clarifies whether or not this 2% was included on top of the so-called parity which occurred in 1989.  If the 2% was not restored the Government is requested to advise what action it will take to rectify this.

5. Equitable Pensions for Veteran Spouses.

a. Despite a number of letters to members of both political parties from retired personnel, no replies or even a mention of this subject is known to be available.  As it affects both parties I can understand that there would be bi-partisan support to make no comment.
b.  As far as I can ascertain, the spouse of a deceased politician receives 83% of the politician’s pension.  This pension is then indexed against the parliamentary salary increases, which is indexed against the AWOTE(PS) – which is much higher than the MTAWE, let alone the CPI.

c. The spouse of a deceased Defence pensioner receives only a paltry 62.5% of the member’s pension.  That pension is then indexed against the CPI, which as stated previously is not a true indication of the increases in the cost of living.

d. Does this mean that the politician’s spouse has made a more valuable contribution to the nation or is a more valuable person generally, than a Defence member’s spouse?  I have yet to receive any justification for this huge disparity.

e. Ministers always demand justification for any financial initiatives and then they comment on whether or not the Government can afford the additional costs.  I suggest the Government should apply the same criteria to the pensions paid to the spouses of deceased politicians as well as the method of indexing these pensions.  Then in the spirit of the Aussie fair go, they should apply the same rationale to the spouses of deceased Defence members.

f. Prime Minister, if you do answer or respond to any of the other issues I have raised, could you please give me a direct answer on this matter.



Recommendation.
That the Government commit to approving a more equitable allocation of pension payments to the spouses of deceased Defence members, so that it is equal to that percentage received by the spouses of deceased politicians and that this pension be indexed to the same scale as the spouses of politicians.

6. Funded Super Scheme for Serving ADF Members.

Recommendation.

In view of past inaction, or oversights, and to prevent future veterans and retired members of the ADF experiencing the same problems as past members, it is recommended that the Government introduce a funded superannuation scheme for serving members of the ADF.

Prime Minister, these are major issues affecting the veteran and Defence Community and it is requested that your Government strenuously review each of them.  There are anomalies.  It may not be possible to fix all of these matters prior to the impending election.  However your Government would do much to regain the support of the veteran community if you gave a guaranteed commitment to fully examine every issue during your next term of government

I look forward to receiving a detailed response from your relevant Ministers on the issues I have raised.

Yours sincerely,
Fred Birkbeck

08 October 2007
:cc:
The Honourable Bruce Billson, MP
(b.billson.MP@aph.gov.au)

The Honourable Peter Dutton, MP
(peter.dutton.MP@aph.gov.au)

The Honourable Mal Brough

PO Box 1883






Caboolture  QLD  4510


Mr Kevin Rudd, MP


(Kevin.rudd.MP@aph.gov.au)

Mr Jon Sullivan


(jon.sullivan@alp.org.au)


(Labor Candidate for Longman)

