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The information provided in this factsheet is general advice only and has been prepared without taking account of your personal objectives, financial situation or needs. Before acting on any such general advice,  
you should consider the appropriateness of the advice, having regard to your own objectives, financial situation and needs. You may wish to consult a licensed financial advisor. You should obtain a copy of the  
relevant Product Disclosure Statement (PDS) and consider its contents before making any decision regarding your super.

Retrospective 
invalidity 
Who should use this factsheet?
Use this factsheet if: 
• you were formerly a contributing member of MilitarySuper, DFRDB or a covered ADF member 

under ADF Cover 
• you retired from the Defence Force for reasons other than invalidity or medical discharge 
• you’re seeking to apply to be treated as if you had retired from the Defence Force for reasons of 

invalidity or medical discharge
• you would like to know the impact of any pension paid by Commonwealth Superannuation 

Corporation (CSC) on Incapacity payments paid by Department of Veteran Affairs (DVA) 

What is retrospective invalidity?
Retrospective invalidity is being assessed for medical discharge, if at the time you retired you had 
met the criteria for invalidity. If you’re assessed for retrospective invalidity, you’ll be treated as 
though you retired from the Defence Force because of invalidity or medical discharge, although you 
may have initially retired on other grounds.
The guiding legislation is:
• Rule 30 of the Military Superannuation and Benefits Act 1991
• Section 31A of the Australian Defence Force Cover Act 2015
• Section 37 of the Defence Force Retirement and Death Benefits Act 1973 (DFRDB Act)

** Please note MilitarySuper members must have a preserved employer benefit to apply. Please contact our Customer 
Information Centre on 1300 006 727 to confirm if you have a preserved employer benefit. Applicants must provide a completed 
Application for Retrospective Invalidity (A–RETRO) form to CSC before consideration under Rule 30 can commence.

Commonwealth Superannuation Corporation (CSC) ABN: 48 882 817 243, AFSL: 238069, RSEL: L0001397 

Defence Force 
Retirement and Death 
Benefits Scheme
ABN: 39 798 362 763

Australian Defence  
Force Cover
ABN: 64 250 674 722 
RSE: 

Military Superannuation 
and Benefits Scheme
ABN: 50 925 523 120 
RSE: R1000306
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MilitarySuper - Applying for retrospective invalidity 
If you exited the ADF on grounds other than medical discharge or invalidity, you can submit an 
application to CSC to be assessed for retrospective invalidity.
csc.gov.au/-/media/Files/MilitarySuper/Forms/A-RETRO-application-for-retrospective-invalidity.pdf

If your application is approved
CSC changes your mode of exit to ‘medical’. This assessment is based upon medical conditions and 
evidence present at the date of your exit. You’ll need to complete a form (called ‘M40 Application for 
Invalidity Benefits’) so you can be assessed.
CSC will assess your level of incapacity (Class A, B or C) and notify DVA about your classification 
and payment information. If you’ve been overpaid DVA incapacity payments for the same period, 
you may have a debt to DVA. DVA may recover this debt (in part or in full, depending on the 
circumstances) from any available pension arrears. There’s more information about this below.  

If you application is declined
If you’re unhappy with our decision, you can ask us to reconsider it, but you must lodge your appeal 
within 30 days of receiving this determination. To lodge an appeal, please complete the Application 
for Reconsideration of Decision form, which you can find at csc.gov.au.
If you have any questions about appealing, call us on 1300 006 727.

DFRDB - Applying for retrospective invalidity
If you exited the ADF on grounds other than medical discharge or invalidity, you can contact the 
Department of Defence to have your mode of exit changed to medical grounds.

If approved by the Department of Defence
Contact CSC to request a financial impact estimate first, and then notify CSC of your intention 
to proceed with invalidity process. You’ll need to complete a form (called ‘D40 Application for 
Invalidity Benefits’) so you can be assessed.
CSC will assess your level of incapacity (Class A, B or C) and notify DVA about your classification 
and payment information. If you’ve been overpaid DVA incapacity payments for the same period, 
you may have a debt to DVA. DVA may recover this debt (in part or in full, depending on the 
circumstances) from any available pension arrears. There’s more information about this below.

If you application is declined
If you’re unhappy with our decision, you can ask us to reconsider it, but you must lodge your appeal 
within 30 days of receiving this determination. To lodge an appeal, please complete the Application 
for Reconsideration of Decision form, which you can find at csc.gov.au.

ADF Cover - Applying for retrospective invalidity
If you exited the ADF on grounds other than medical discharge or invalidity, CSC can assess you for 
retrospective invalidity.
csc.gov.au/-/media/Files/ADF/Cover/Forms/ADFC40-application-for-invalidity-benefits.pdf

If approved
CSC changes your mode of exit to ‘medical’. This assessment is based upon medical conditions and 
evidence present at the date of your exit. You’ll need to complete a form (called ‘ADFC40 Application 
for Invalidity Benefits’) so you can be assessed.
CSC will assess your level of incapacity (Class A, B or C) and notify DVA about your classification 
and payment information. If you’ve been overpaid DVA incapacity payments for the same period, 
you may have a debt to DVA. DVA may recover this debt (in part or in full, depending on the 
circumstances) from any available pension arrears. There’s more information about this below.

If you application is declined
If you’re unhappy with our decision, you can ask us to reconsider it, but you must lodge your appeal 
within 30 days of receiving this determination. To lodge an appeal, please complete the Application 
for Reconsideration of Decision form, which you can find at csc.gov.au.
If you have any questions about appealing, call us on 1300 001 977.

** Please note, if you exit under invalidity or medical grounds and submit an application post-transition, you’ll go through the 
same process of classification and notification to DVA. 
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Overview of DVA incapacity payments
• Incapacity payments are economic loss compensation payments paid under the Safety, 

Rehabilitation and Compensation (Defence-related claims) Act 1988 (DRCA) and the Military 
Rehabilitation and Compensation Act 2004 (MRCA) for the inability (or reduced ability) to work 
because of a service injury or disease. 

• The rate of incapacity payments is calculated based on your military earnings prior to the injury or 
incapacity for work. 

• Incapacity payments are indexed annually and are taxable.  
• Incapacity payments are offset (reduced) by your current earnings and by Commonwealth-funded 

superannuation (pension and/or lump sum amounts).  

CSC and DVA interaction 
If your claim for incapacity payments is accepted by DVA, it won’t necessarily be assessed as part  
of your MilitarySuper or ADF Cover retrospective invalidity claim. CSC will assess all available 
evidence about diagnosed conditions to confirm if a medical condition was present and causing 
symptoms or restrictions at the time of your transition from the ADF. These conditions don’t need  
to be service related.

Overpayment of incapacity payments
If you receive incapacity payments from DVA and then later receive a superannuation pension 
from CSC that is paid retrospectively (backdated) for the same period, you’ll have an overpayment 
of incapacity payments. This happens because the offset wasn’t applied at the time you received 
incapacity payments.
DVA will record this overpayment directly from your super arrears payment. If the arrears payment 
isn’t enough to repay the whole amount of the overpayment, you’ll have an outstanding debt with 
DVA. DVA will negotiate a recovery plan with you to repay this debt. 

Tax implications
There may be tax implications when you receive an arrears payment of super, as well as incapacity 
payments over multiple financial years. You’ll need to have your tax reassessed and this may result 
in a (partial) refund of tax you’ve paid. You can use this refund to repay an outstanding debt (if any) 
with DVA. 
Please note, if you received incapacity payments under the Safety, Rehabilitation and Compensation 
(Defence-related claims) Act 1988 (DRCA) the offset of superannuation is calculated at the rate of 
your pension plus an additional amount that represents a 5% superannuation contribution amount. 
This often results in the amount to be recovered from your superannuation arrears payment being 
significantly more than the arrears payment. 

DVA repayments
If you’re required to repay the DVA for an incapacity payment previously paid to you following 
classification, or reclassification, of superannuation entitlement; and you reported the incapacity 
payment as assessable income in a previous year, you’re entitled to an amendment of your prior year 
income tax assessments to reduce your assessable income by the amount repaid. The DVA will give 
you a Tax Amendment letter with the information you need to amend your returns. Because the DVA 
will also send a copy to the ATO, the ATO will automatically process the amendment for you. There is 
nothing further you need to do.
Any tax you paid on an incapacity payment that is recovered will be refunded to you (after offsetting 
certain other Commonwealth liabilities). This refund can be used to repay your outstanding debt  
(if any) with DVA. 
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Example
John is a MilitarySuper customer who transitioned out of the army on 1 March 2004 after resigning. 
John has been suffering health issues since his exit. Since 2007, John has been receiving incapacity 
payments from DVA which are liable for tax. He’s still receiving these payments. 
John has preserved employer benefit with CSC, so John submitted an application for retrospective 
invalidity to CSC in 2020. CSC makes a decision under legislation that John could have transitioned 
out of the army under medical grounds. John is sent an M40 benefit application form to complete 
and return to CSC—this allows CSC to asses John’s level of incapacity. 
Based on John’s medical evidence, he’s assessed as Class A (60% or more incapacity level), so he’s 
entitled to:
• a CPI indexed pension calculated from the lump sum value of the Employer Benefit that would 

have applied based on his Final Average Salary (FAS) on the date of his retirement, and the Benefit 
multiple he would have received, had he remained in MilitarySuper until his compulsory retiring 
age for his rank

• a lump sum of his Member Benefit as at 30 June 1999 (i.e. his own contributions and interest up 
until that time)

• his post 30 June 1999 Member Benefit, which was preserved in MilitarySuper.
 
John’s FAS was $58,000, so his Employer Benefit (before conversion to pension) would be: 
Employer multiple based on prospective service to age 60:

 9.27 x $58,000 = $537,660.00 
His compulsory retiring age is 60, so we divide the Employer Benefit by 11 (the age 60 conversion 
factor) to calculate his annual pension.

 Annual pension = $537,660.00/11
 =$48,878.18 gross per annum back to exit in 2004. 

John’s annual pension is indexed bi-annually through to 24 September 2020 when it’s paid.  
His current pension is $71,715.67 and the gross pension arrears from 2004 is $1,010,326.79.
This pension arrear is taxed in line with schedule 5 for the ATO leaving a net amount of $423,500. 
CSC then advises DVA of John’s net pension arrears and the fortnightly pension payment information. 
DVA advised CSC they’re claiming from John’s net arrears to offset the overpayment that occurred. 
In John’s situation, DVA will be claiming $423,500.00 to offset his overpayment of $450,000. This will 
result in a remaining debt of $26,500 to repay to DVA. 
John is entitled to an amendment of his prior income tax assessments to reduce his assessable 
income by the amount repaid. DVA gives John a tax amendment letter with the information he needs 
to amend his returns. If John has overpaid tax, this will be refunded to him by the ATO. This refund 
may then be used to repay DVA. Otherwise a recovery plan will be put in place. 
Johns DVA incapacity payments will also be adjusted moving forward based on the rate of his 
MilitarySuper pension. 
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EMAIL      members@adfcover.gov.au
PHONE 1300 001 977
FAX (02) 6275 7010
MAIL ADF Cover 

GPO Box 2252 
Canberra ACT 2601

WEB csc.gov.au

 
EMAIL     members@enq. 
                 militarysuper.gov.au
PHONE 1300 006 727
FAX (02) 6275 7010
MAIL MilitarySuper 

GPO Box 2252  
Canberra ACT 2601

WEB        csc.gov.au

EMAIL     members@dfrdb.gov.au
PHONE 1300 001 677
FAX (02) 6192 9504
MAIL DFRDB, 

GPO Box 2252, 
Canberra, ACT, 2601

WEB        csc.gov.au

Further information or Advice? 
The information provided in this fact sheet is factual information only and it is not intended be 
advice.  Please contact CSC or DVA if you require further information. 
Before proceeding with retrospective invalidity you may wish to consider financial implications of 
this decision or access financial advice. 
If you require financial advice, CSC’s authorised financial planners provide a personal financial advice 
service. It is a ‘fee for service’ advice, which means you receive a fixed quote upfront. There are no 
obligations, commissions or hidden fees. 
To make an initial advice appointment with a financial planner call 1300 277 777 during business 
hours. To find out more please visit csc.gov.au/Members/Advice-and-resources/Financial-planning 
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