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Dear Auditor-General Hehir, 
 
Defence Force Retirement and Death Benefits Scheme – Exclusionary 
Detailing 
 
I understand that the DFRDB Superannuation Scheme, and other Funds 
that are administered by COMSUPER as their appointed Trustee, were 
exempted from the Financial Institutions Royal Commissions terms of 
Reference on the basis that they came under your purview. The Government 
is understood to have stated that your regime was much more stringent 
than that applied to the commercial sector. What I bring to your attention 
with this correspondence is an issue, that has been a matter of complaint to 
the Federal Government for decades, that being, the ‘Commutation’ 
conditions of the DFRDB Scheme. 
 
Currently, our Lower House Parliamentary Petition EN0745 is to be 
presented to the House next week. 
 
The fact that these numerous complaints can be made to Government, 
without, to the best of my knowledge, ever having been brought to the 
attention of the Auditor-General for investigation, appears to be a major flaw 
in the Parliament’s dealing with complaints as a Best Practice process.  
 
In view of the above, I now bring to your direct, personal, attention, on 
behalf of some 55,000 long-serving, ageing Defence Veteran Superannuants, 
that ‘exclusionary detailing’, is reducing their Superannuation Pay by 
hundreds of millions of Dollars annually, to their financial detriment and 
that of their families, including ex-partners and their children through 
reduced settlements in these failed family situations. 
 
Background: 
 
The DFRDB Scheme came into being in 1973 following a review of the 
previous DFRB scheme under the Jess Report into Military Superannuation.  
The new scheme subsumed the financial assets of the DFRB Scheme and 
was established as an unfunded superannuation scheme for Defence 
personnel. The DFRDB Scheme was a compulsory, contributory scheme, 
that was placed under the administration of the DFRDB Authority of the 
Commonwealth Superannuation Commission that was the nominated 
Trustee of the Fund, consistent with that Commission’s responsibilities to 
the Department of Finance.  
 



An objective of Military Superannuation was primarily that of an incentive to 
retain trained personnel, with their specialised skills and expertise, within 
the Armed Forces. On this basis, a minimum eligibility factor for DFRDB 
benefits was 20-years of effective service before retirement from the Armed 
Services.  
 
At this commencement point, a benefit of about 34% of an individual’s final 
pay applied. The scheme then offered incremental benefits for each year of 
additional service, up to and until 40-years, where it reached a ceiling of 
about 76% of annual salary.   
 
There were also pernicious disincentives built into the scheme, only 
applicable to Commissioned Officers. This was a penalty of 4% applied to 
each Officer for each year of service less than specific release points based 
on rank, before retirement. Later in the piece, contradictory retention 
practices were employed in parallel with the superannuation scheme, such 
as specialist bonuses for committing to longer periods of service and even 
Redundancy, facilitating Force restructure. 
 
One of the features of the Retirement Scheme was the option, strongly 
proffered by the DFRDB Authority, of a Lump Sum entitlement equivalent to 
about 4-years Superannuation Pay. This payment known descriptively by 
Armed Services personnel (who were not in the business of superannuation 
or the law) as a ‘commutation’. This term was understood to apply to an 
advance of a portion of their Superannuation Pay benefits.  
 
All Service personnel were well aware that this sum was required to be 
reimbursed to the Commonwealth by fortnightly reductions to their 
superannuation pay entitlement. These repayment reductions were as 
determined by the DFRDB Authority, being calculated using Actuarial data 
that was 10-years out-of-date at the time. This data was used to determine 
the reimbursement rates for the commutation, based on Notional Life 
Expectancy and an individual’s Service data, including years served, rank 
and salary.  This redundant data was still being used to my knowledge over 
20- years later. Its continued use markedly skewed the repayment 
calculation to the detriment of the superannuant by reducing the 
calculation period and increasing the reimbursement rate. 
 
Because the initial draw-down of Superannuation Pay to the Notional Life 
Expectancy point provided for a total repayment at that point of the Lump 
Sum received, all Service Personnel concluded that once they reached their 
Notional Life Expectancy point, their Superannuation Pay would return to 
full value, with their debt totally repaid.  
 
Some 35-years after the Fund commenced, the DFRDB Authority finally and 
formally announced, for the first time, that their interpretation was that the 
Commutation was an exchange-of-benefits and that the repayments 
associated with it would be deducted from the Superannuation Pay of these 
Veterans, for life.  The superannuants were not advised of this, however - 



only serving personnel.  Nor were they aware that these direct debits would 
escalate over time to the extent where the original Lump Sum would be 
repaid multiple-times-over, by this Veteran cohort. 
 
Discussion: 
 
There have been countless requests to Government to remedy this issue, 
since the ramifications of the Commutation process became obvious, when 
Veterans, having reached their Notional Life Expectancy point became aware 
that the direct debits against the Superannuation Pay continued beyond 
that point, with the full value of their superannuation, not being reinstated. 
 
Most of these appeals were directed at suspected deficiencies within the 
DFRDB legislation.  Certainly, one of the major deficiencies that the 
legislation carried, was that the term ‘commutation’ was never defined, even 
to this day. Nor was there any definition of the term ‘commutation’ defined 
within any documentation provided to superannuants before the fact of their 
retirement from the Defence Force, until some 35-years after the Schemes 
introduction - even within the application for this proffered benefit! 
 
I have come to the conclusion that the issue affecting these long-serving 
Veteran superannuants occurred through the poor administration of the 
DFRDB Scheme or that it was deliberately imposed. Furthermore, that this 
‘Exclusionary Detailing’ was perpetrated by the Authority to the severe 
detriment of this cohort of Veterans.   
 
The failure to disclose the truth of the matter until decades later can only be 
speculated. The failure of the Authority’s complaints-process to investigate 
and make a fair determination of the issue, defies explanation in the very 
knowledge of the number and frequency of these complaints received over 
decades.   
 
Such complaints were through representations to politicians, both local 
members and Minister’s. Ironically, as with most Ministerial 
Correspondence, the appeals were satisfied by standard response by the 
very organisation upon whose shoulders the matter of non-disclosure was 
originated. Apart from the Veterans, clearly, the Government Ministers of all 
persuasions were deluded by this process.  
 
Whether this ‘exclusionary detailing’ was intentional or otherwise, begs the 
question. However, it is notable that no other, of the many superannuation 
schemes administered by the Commonwealth Superannuation Commission, 
has Lump Sum repayment conditions, as apply to the DFRDB Scheme. Or, 
as far as I am aware, commutation requirements, for primary Lump Sum 
benefits. I am advised that there may be a commutation levied on Lump 
Sum benefits associated with the ‘Super Tax Surcharge’ exercised by the 
Howard Government, to the benefit of APS superannuants. What the actual 
process is of this commutation, is unknown, particularly whether it is a life-
term imposition.  



 
While I am well aware that the DFRDB Scheme was precluded from the 
Royal Commission, where such matters might have come under the purview 
of an independent umpire, I understand that the Government gave careful 
consideration to the establishment of the Royal Commission. The 
government set terms of reference which would allow the Commissioner to 
undertake a thorough investigation and make concrete recommendations 
within a reasonable timeframe. However, Letters Patent, excluded all 
Commonwealth entities and companies from the inquiry.  This 
included the CSC as well as the DFRDB Authority.  
 
The Government contended that the CSC, while excluded from the definition 
of financial services entities in the Royal Commission, is required to meet 
additional standards for governance and scrutiny, than the trustees of other 
superannuation funds.  
 
In the case of the administration of the DFRDB Scheme, it appears to have 
failed dismally to have achieved any such standards. This has resulted, in 
what I would describe as the single-most significant case of financial abuse, 
seen within this country. Fifty-Five Thousand Veterans have been exploited 
by the DFRDB Authority on a life-time financial detriment of ongoing and 
escalating direct debit reductions in their superannuation pay, where their 
original benefit has been repaid multiple times over.  
 
The hundreds of millions of dollars harvested from their benefits annually, 
subsidises their own superannuation pay received. 
 
Given the foregoing, it seems that the Government’s confidence in the 
oversight of the Commonwealth Superannuation Commission, is ill founded. 
Although they do contend, that the Governance of Australian Government 
Superannuation Schemes Act 2011 establishes the CSC’s role, functions 
and imposes governance arrangements. In addition, the CSC is subject to 
the Public Governance, Performance and Accountability Act 2013, which 
places additional requirements on the CSC over and above those imposed on 
APRA-regulated superannuation funds and their trustees.  
 
As a Commonwealth entity, the CSC is subject to Parliamentary scrutiny 
through the Senate Estimates process, and audit by the Auditor-General. 
Consequently, the CSC is subject to a higher degree of accountability, 
including Parliamentary oversight, as well as periodic Government review 
and scrutiny. 
 
From the perspective of a DFRDB Superannuant, it is hard to agree that this 
overview has been properly or fully exercised. How frequently have the 
activities of the DFRDB Authority actually been audited?  Has any such 
audit included commutation ‘complaints’ registered by Veterans – if in fact 
any such ‘register-of-complaints’ is maintained, consistent with Australian 
Best practice processes.  
 



Conclusion: 
 
Far from receiving the respect and gratitude of the Government that the 
Nation is said to owe Military veterans, by so many current and past 
politicians, including the current Prime Minister, Veterans can only regard 
these as hollow platitudes reserved for public announcement on Anzac Days 
and other military remembrances. They certainly lack genuineness when 
this wholesale financial abuse of veterans is allowed to prolificate each and 
every year. 
 
This exercise by the Commonwealth of the commutation of Veterans 
Superannuation, amounts to gross unfairness, that needs urgent review and 
rectification.  
 
 
Accordingly, I now seek from you as Auditor-General, your commitment to 
fully and impartially investigate our concerns and to convey to applicable 
Ministers, these long-standing issues of discontent and discrimination, in 
the manner of the Royal Commissioner in dealing with the public face of 
such disadvantage to superannuants. 
 
Yours sincerely 
 

 
Ken Stone 
Wing Commander Retd. 
DFRDB-COMMUTATION CAMPAIGN 
 
3 Lerra Street 
Jerrabomberra NSW 2619 
02 62559732 
 
 
 


