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---- SHORT DIGEST OF BILL ___. 

This B i l l  provides f o r  t h e  automatic annual adjustment 
of pensions payable under the Defence Force Retirement Bene f i t s  
Act and t h e  Defence Force Retirement and Death Benef i t s  Act i n  
accordance w i t h  increases  i n  t h e  Consumer P r i c e  Index. 

A s  a r e s u l t  o f  t h e  recommendations of t h e  J o i n t  Se lec t  
Committee on Defence Forces Retirement Bene f i t s  Leg i s l a t ion  
(The J e s s  Committee), which r epor t ed  -to Parliament i n  May 1972, 
a fundamental change was made i n  t h e  method o f  providing retirement 
b e n e f i t s  f o r  t h e  Defence Force. 

There a r e  now two schemes: 

(a )  The Defence Force Retirement and Death Benef i t s  (D.F.R.D.B.) 
Scheme which came i n t o  fo rce  on 1 October 1972. This 
covers  nev c o n t r i b u t o r s ,  and serving members who had been 
c o n t r i b u t i n g  t o  t h e  Defence Forces Retirement Benef i t  
(D.F.R.B.) Fund. The l a t t e r  were t r a n s f e r r e d  t o  t h e  new 
scheme 
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( b )  The Defence Force Retirement Bene f i t s  Fund. This  was 
c losed  t o  c o n t r i b u t o r s  f r o m  1 October 1972,  but cont inues 
t o  provide f o r  t h e  b e n e f i t  e n t i t l e m e n t s  o f  ex-servicemen 
who r e t i r e d  before  t h a t  d a t e ,  or t h e i r  widows and ch i ld ren .  

Under the D.F.R.D.B. t h e r e  i s  a f l a t  r a t e  of  con t r ibu t ion  
of 5.5% of pay. 

The b a s i s  o f  c o n t r i b u t i o n  under  t h e  D.F.R.B. scheme 
had become very complicated. Cont r ibu t ions  were a l s o  on t w o  
d i f f e r e n t  bases  depending upon whether t h e  serviceman entered  
be fo re  or a f t e r  1959. 

After  c losure  of t h e  D.F.R.B. scheme i n  1972 a l l  b e n e f i t  
payments f o r  bo th  Schemes a r e  be ing  met by s p e c i a l  appropr i a t ions  
from consol ida ted  revenue. 

One of t h e  important recommendations of t h e  Jess Committee 
WRS t h a t  pensions be ad jus t ed  annual ly .  

P r i o r  t o  1972 two  methods of c a l c u l a t i n g  pension 
i n c r e a s e s  had been used. One w a s  based on changes i n  t h e  va lue  o f  
t b e  pension unj.t and was app l i ed  i n  1951  and 1954.  The o the r  was 
t h e  n o t i o n a l  s a l a r y  method i n  which the inc rease  w a s  r e l a t e d  t o  t h e  
salary which t h e  pensioner would be rece iv ing  i f  he  had r e t i r e d  
a t  a l a t e r  d a t e .  Adjustments cn t h i s  b a s i s  were made i n  1961 ,  1963, 
1967 and 1971. 

Although i n c r e a s e s  were generous t h e r e  were long  gaps. 
There w a s  no c e r t a i n t y  about t h e n  because new l e g i s l a t i o n  w a s  
r equ i r ed  i n  every case.  

Since 1972 the  p r i n c i p l e  of annual  adjustments  has  been 
followed. Inc reases  have been based upon e i t h e r  t h e  percentage 
i n c r e a s e  i n  average weekly earnings or t h e  C.P.I. i nc rease .  



Main Provis ions of  t h e  B i l l  

Automatic annual i nc reases  of pensions under both 
schemes a re  provided f o r  by adding Pa r t  V I  D - Pension Increases  
t o  t h e  D.F.R.B. Act and P a r t  XA - Pension I n c r e a s e s  t o  the  
D.F.R.D.B. Act, 

The f o r m u l a  f o r  adjustment is  t h e  same f o r  each scheme. 
The p r c e n t a g e  inc rease  t o  apply f r o m  1 J u l y  i n  acy  f i n a n c i a l  y e a r  
is  t h e  d i f f e r e n c e ,  expressed as a percentage,  between the  C.P.I. 
for t h e  March q u a r t e r  i n  t h e  f i n a n c i a l  yea r  preceding adjustment 
and t h e  h ighes t  C.P.I. f o r  the  March q u a r t e r  s i n c e  1 Ju ly  1974. 
Adjustments a r e  made only i f  t h e  C.P.I. exceeds a previous h i g h e s t  
C.P.I. f o r  t h e  March q u a r t e r .  
r e t r o s p e c t i v e l y  f r o m  1 J u l y  1.976 e 

Increases  f o r  1976/77 a r e  t o  be pa id  

There i s  a d i f f e r e n c e  i n  t h e  a p p l i c a t i o n  o f  t h i s  formula 
t o  t h e  two schemes. Under D.F .R ,B .  it a p p l i e s  t o  t h e  whole o f  t h e  
pension c u r r e n t l y  be ing  pa id .  Under D.F.R.D.B. it a p p l i e s  t o  t h e  
amount which the  pens ioner  would rece ive  i f  he  had comuted  t o  
t h e  maximum e x t e n t  a l lowable.  

Other amendments provided f o r  i n  P a r t  V I D  of t h e  
D.F.R.B, Act and P a r t  XA. of t h e  D.F.R.D.B. Act t a k e  ca re  of  v a r i o u s  
circumstances and s p e c i a l  ca ses  and d e f i n e  how t h e  b a s i c  formula  
f o r  i nc reases  i s  t o  apply.  Included i n  t h e s e  provis ions  a r e :  

(a) Appl ica t ion  t o  widows' pensions.  These b e n e f i t  i n  t h e  
same way. 

( b )  E I f e c t  on c h i l d r e n ' s  p e n s i m s .  

( e )  Propor t ion  o f  i n c r e a s e  t o  apply t o  a new pension depending 
upon the number o f  months it has  been i n  force .  

The e f f e c t  of comiutat ion.  

( e )  Non-avai lab i l i ty  o f  i n c r e a s e s  f o r  t h e  purpose of  
c omrnut a t  i on. 
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