FAIR INDEXATION BILL
SAMPLE LETTER 3 TO SENATORS & MPS
(DATE)

(ADDRESS)

(ADDRESS)

(ADDRESS)

(ADDRESS)

Dear Senator (or MP), (NAME)

Re: Fair Indexation Bill

I am one of 63,000 military superannuant pensioners and their families affected adversely by the Government’s decision to continue with the unfair and inequitable indexation formula of our superannuation fund. The purchasing power of my military superannuation pension continues to lose its purchasing power. (Personalise to suit your own circumstance)
You (The Senate) will be considering and voting on the Fair Indexation Bill for DFRB/DFRDB after the Senate’s Finance & Public Administration Legislation Committee has reported on the matter.  This is a an opportunity for Senators collectively to show real leadership to the Australian people that the Parliament understands and is willing to support both its military covenant (to ensure that ADF members are cared for during and after service) and the unique nature of military service.  You and the Gillard Labor Government have the opportunity to correct an injustice 

The Bill proposes that the indexation of superannuation pensions for DFRDB and DFRB recipients, over age 55, be the same formula as that of the age, service and welfare pensions. It provides a means of restoring adequate and fair indexation and is a welcome first step to remove an inequity that has resulted in the declining value for all military superannuation pensions relative to its original purpose.

What’s wrong with CPI?
When the DFRDB Scheme began, the CPI was an important tool for wage fixing, and it was an appropriate indexation mechanism for ensuring the purchasing power of the Military Superannuation Pension was maintained; but in the late 1980s, the CPI methodology began to change. The Government responded to these changes in 1997 by progressively increasing the age, service and welfare pensions by adjusting the indexation method to maintain their purchasing power. Currently those pensions are indexed to the higher of, CPI or PBLCI and benchmarked to the 27.5% of MTAWE. However, over this time the Government has denied an equivalent justifiable increase to the indexation of Military Superannuation Pensions.


The average DFRDB pension, usually supporting a couple, is under $24,000 and is taxed at the marginal rate (10% offset after age 60). The couple rate Age pension is more than $26,000. Over the last twenty one years the cumulative increase in CPI indexed pensions is 75% compared to aged pensions indexation formula increase of 146%.
Why does the Gillard Labor Government fail to acknowledge that today’s CPI does not protect the purchasing power of Military Superannuation Pensioners while accepting its inadequacy for other Commonwealth Pensions such as the age, service and welfare pensions? 

The current Senate Committee enquiry is the eighth on fair indexation of Military Superannuation Pensions. All but one of the previous enquiries and reviews recommended that the indexation be changed to ensure the purchasing power of the Military Superannuation Pension is maintained. The exception was the widely discredited Matthews Report which reached the conclusion that the CPI was an appropriate method of indexing Military Superannuation Pensions which the Government eagerly accepted. This incredulous conclusion was somewhat undermined by its recommendation 4:
“That, if a robust index which reflects the price inflation experience of superannuants better than the CPI becomes available in the future, the Australian Government should consider its use for indexing Australian Government civilian and military superannuation pensions.” 

Although the Gillard Labor Government clings to the Matthews Report as justification for its no change decision, the Report has been widely discredited because of its inaccuracies, inconsistencies and data omissions especially in its costs assessment.

What Will Fair Indexation Really Cost?
The Government’s Cost Estimates of Alternative Indexation Arrangements for Commonwealth Superannuation Pensions estimates are exaggerated.
Their figures have focused attention on unfunded liabilities over 45 years, taking no account of any form of clawback through increased GST revenue, personal tax and reduced outlays on social security. Furthermore, they have chosen to ignore the fact that members’ contributions have been taken into consolidated revenue and used for everyday operations of government. Importantly, they ignore any role of the Future Fund; a fund established for the express purpose of meeting Government superannuation liabilities from 2020 onwards.

The ADSO submission to the Senate Inquiry on the Fair Indexation Bill provides a thorough analysis of the real costs of equitable indexation.  The estimated costs of alternative indexation could be reduced by as much as 50% (20% for investment return and 30% for clawback effect).

It is wrong to suggest the proposed change is unaffordable. If fair indexation is affordable for 3.3 million Australians, why is it unaffordable for 63,000 former members of the ADF?
The Fair Indexation Bill provides the Senate and the Gillard Labor Government with the means of restoring adequate and fair indexation for DFRB and DFRDB recipients. Equitable indexation is fair. Equitable indexation is affordable. Equitable indexation is one way you and the Gillard Labor Government can influence the Parliament and demonstrate to the Australian people that it takes its military covenant obligations seriously.
Australia’s defence community of current and past serving men and women and their families need your support.
Will you support the Bill? I look forward to your reply.
Yours sincerely,

(YOUR NAME)

(YOUR ADDRESS)

(YOUR ADDRESS)
