FAIR INDEXATION BILL
SAMPLE LETTER 2 TO SENATORS & MPS
(DATE)

(ADDRESS)
(ADDRESS)
(ADDRESS)
(ADDRESS)

Dear Senator or MP (NAME)

Re: Fair Indexation Bill

The Senate is considering the Defence Force Retirement and Death Benefits Amendment (Fair Indexation) Bill.  There have been seven inquiries into the indexation of military superannuation pensions (the current review is the eight), all but one (the discredited “Matthews Report) recommended a different mechanism for indexing pensions the most popular being the same rate as the age pension.  Even the Matthews Report, while suggesting the CPI was an adequate measure did say, in 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.’

The Unique Nature of Military Service is often discussed but not often well understood.  The ADF is the only employment group that surrenders its basic human rights under the Universal Declaration of Human Rights; Article 3. ADF members place their life, liberty and security of person in the hands of the State.  In no other calling, occupation or profession has the State the power to accept or demand the surrender of these rights.  The Unique Nature of Military Service deserves unique solutions and also places a great burden on the Government as the “employer” to ensure that ADF members are looked after both during and after Service.  Voting for this Fair Indexation bill is one way for the Parliament recognising the Unique Nature of Military Service.

There are three extant Military Superannuation Schemes (DFRB, DFRDB & MSBS) and members compulsorily contributed to these schemes though their service life.  The indexation by CPI was intended to ensure that pensions received under these schemes maintained the purchasing power of that pension.  While the CPI was appropriate when it was one of the major tools for wages determination, it has changed and now the Australian Bureau of Statistics (ABS) have said CPI no longer reflects costs of living but rather inflation.  The successive Governments have recognised this and changed indexation of other Government payouts but not the Military superannuation pensions.

Funding of fair indexation has been quoted as being in the billions but these figures have not included the net costs but rather gross costs calculated over 45 years, distorting the real dollar cost to Government.  The maintenance of “fiscal responsibility” as a Government imperative is appropriate but any discussion on funding must include net costs and the Future Fund ($71Bn) must be included in any analysis of how funding fair indexation can be achieved.

The Fair Indexation Bill provides a means of restoring adequate and fair indexation for DFRB and DFRDB recipients over 55 and is a welcome first step. I strongly believe the Bill should be passed by the Senate and is affordable when you consider the net costs and the future fund. 

Implementation of the community standard of indexation, as adopted for the Age and Service pensions applied to all components of DFRB/DFRDB/MSBS military superannuation pensions, including the total reversionary pension for partners of deceased military superannuation pensioners and preserved employer benefits, is estimated not to exceed $16M in FY 2011-2012 and an additional $176M over the forward estimate period before any clawback, which is estimated at 30% by Department of Finance.

In summary, when considering this Bill I ask that you :
· Agree that the purpose of indexation is to maintain purchasing power and agree with the ABS (the relevant Authority on this issue) that the Consumer Price Index has changed significantly, and by itself, no longer represents an adequate index for measuring purchasing power;
· Acknowledge that successive Governments have failed to react to the fact that today’s CPI does not protect the purchasing power of Military Superannuation Pensioners (and hasn’t done so for over two decades), and have shown a degree of hypocrisy in accepting the inadequacy of the CPI for other Commonwealth Pensions such as the service and age pensions, but not for those who have loyally served their Nation in uniform;
· Recognise that successive Governments have not been upfront on the net yearly costs of fair indexation.
· Vote for an indexation method including the CPI, together with an outlays based living cost index such as the PBLCI, and with reference to a wages based index such as the MTAWE is fair, equitable and reasonable.
· Recognise that the military superannuant seeks no more and no less than this method in order to protect the purchasing power of Military Superannuation Pensions. They do not seek the generous indexation methods applying to certain other Commonwealth superannuation pensions; and
· Recognise that use of the Future Fund provides an ability to fund fair indexation that will not affect the national budget bottom line.
I believe you should fully support the Fair Indexation Bill before Parliament and look forward to your advice that you will.


Yours truly,

(YOUR NAME)
(YOUR ADDRESS)
(YOUR ADDRESS)

