The Architecture of Negligence: A Forensic

Audit of Australia’s Age Pension System

The Australian Age Pension system, often lauded as a robust pillar of the national social
safety net, is currently operating under a framework of structural negligence that
systematically denies, delays, and underpays a significant portion of its eligible population.
While official government narratives emphasize the sustainability of the program and its broad
reach, a forensic investigation into the administrative, fiscal, and digital architecture of the
system reveals a pattern of failure that is neither accidental nor isolated. Rather, the evidence
suggests a systemic breakdown where complexity acts as a filter, and administrative friction
serves as a tool for fiscal containment. This report serves as a formal audit of institutional
weaknesses within the Department of Social Services (DSS) and Services Australia, exposing

the mechanisms that effectively lock out seniors from their legislated entitlements.

1. Executive Summary of Investigatory Findings

This audit identifies a profound disconnect between the legislated intent of the Age Pension—
to provide a secure safety net for older Australians—and the operational reality defined by
bureaucratic sclerosis. The following conclusions represent the core failures of the system as

evidenced by administrative reviews, financial audits, and demographic analysis.

e Systemic payment inaccuracies resulted in $5 billion in incorrect payments between
2021 and 2024, with $1.33 billion of that representing direct underpayments to
vulnerable seniors.’

e The administrative correctness rate reported by Services Australia is functionally
biased, as it excludes vast categories of "non-critical" errors that nonetheless impact
the financial security of recipients.’

e A backlog of 1.52 million claims as of May 2024 has created an environment of
"deemed refusals," where seniors are left without income for months while waiting for
bureaucratic processing.5

e Average processing times for Age Pension claims surged to 84 days in early 2024,



nearly doubling the agency’s internal timeliness targets and forcing applicants to
deplete modest savings.5

The 2017 asset test changes, specifically the doubling of the taper rate from $1.50 to
$3.00, created a structural "savings black hole" that disproportionately penalizes
middle-income Australians.’

The "online-first" mandate has created a digital moat, excluding the 25.3% of the
elderly population with low digital literacy who are unable to navigate the MyGov
ecosystem.2

Administrative phone wait times exceeded one hour on more than 57% of total
operating days between 2021 and 2024, effectively cutting off the only alternative for
those excluded by digital systems.1

First Nations seniors face systemic lockout due to rigid identity verification
requirements that fail to account for historical and cultural realities, leading to delays
of up to nine months for basic access.’

The senior rental population is facing a poverty crisis, with 32% of pension recipients
on Rent Assistance remaining in acute rental stress even after government
intervention.

The gender pension gap persists, with women retiring with 25% less superannuation
than men, making them more reliant on a full Age Pension system that is
increasingly difficult to access."

Information failure is pervasive; the government possesses the data to identify
eligible non-claimants but maintains a passive stance, relying on individuals to self-
identify eligibility in a Byzantine system.1

The appeals process reveals massive frontline failure, with nearly 40% of contested
decisions being overturned or varied at the first tier of the Administrative Appeals
Tribunal (AAT)."™

Institutional oversight by the Department of Social Services has been deemed "partly
effective," with a failure to evaluate the program’s real-world impact on the wellbeing
of recipients.’

Automation has been weaponized through "straight-through processing," which

prioritizes speed over nuanced accuracy, echoing the procedural failures of the



Robodebt scandal.”
e The lifting of the deeming rate freeze in 2025 has reintroduced volatility into the

income test, further complicating retirement planning for those on the financial
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margins.

2. Defining the Mechanics of System Failure

To conduct a forensic audit of the Age Pension, one must reject official definitions of "success'
and "accuracy." A system does not merely fail when it breaks the law; it fails when the
practical barriers it imposes are so high that they prevent the execution of the law. This
investigation establishes a framework of "functional exclusion" to categorize how the system

breaks down.

2.1 Legal Denial vs. Practical Exclusion

A legal denial occurs when a claimant is found ineligible based on assets, income, or
residency. In contrast, "practical exclusion" occurs when a senior, despite being legally
eligible, is unable to access benefits due to administrative friction. This includes seniors who
abandon applications because of technical failures in the MyGov portal, those who cannot
reach a phone operator to clarify complex trust rules, and those whose claims sit in the 1.5
million-strong backlog for so long that they are forced to return to work or rely on charity.5
Practical exclusion is a ghost in the data; it is rarely counted in "denial rates" because the

claim is never finalized or the individual never applies.

2.2 System Design Failure vs. Individual Error

Government agencies frequently characterize errors as "individual mistakes" made by staff or
"non-compliance” by recipients. However, the $5 billion in inaccuracies identified by the
Australian National Audit Office (ANAO) indicates a "system design failure"." When a means
test is so complex that a standard staff member cannot accurately calculate it without
advanced automated assistance, and that automated assistance is itself flawed, the error is
structural. The design of the system assumes a level of record-keeping and digital fluency that
is unrealistic for the current cohort of Australians over 67, particularly those with cognitive
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decline or language barriers.



3. Quantifying the Damage: The Fiscal and Human Toll

The scale of harm within the Age Pension system can be quantified through both the massive
fiscal inaccuracies and the individual financial loss experienced by seniors. The Age Pension
represents 8.4% of the federal budget and 42.5% of all social security payments, yet its

administration is plagued by a degree of inaccuracy that would be intolerable in a private-
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sector financial institution.

3.1 The $5 Billion Inaccuracy Audit

The ANAOQ's findings for the period between July 2021 and June 2024 reveal a deep-seated
crisis in payment accuracy. The total pool of incorrect payments, $5 billion, is divided into two

categories of harm.

Payment Type Estimated Value Percentage of Error Human Impact
(2021-2024) Pool
Underpayments $1.33 Billion 26.6% Direct loss of income;

poverty; missed

healthcare.

Overpayments $3.67 Billion 73.4% Debt trap;
psychological stress;

future clawbacks.

Total Inaccuracy $5.00 Billion 100% Erosion of trust;

systemic instability.




Data Source: '

The $1.33 billion in underpayments is essentially a forced loan from the poorest citizens to the
state. Because Services Australia does not proactively use its data to identify these
individuals, many underpaid seniors live below the poverty line despite being legally entitled to
more support. Conversely, overpayments—often caused by the agency’s delay in processing
reported asset changes—result in debt notices that can feel insurmountable to a person on a

fixed income, frequently leading to the "Roulette" effect where accessing support becomes a

high-stakes financial risk.”

3.2 The Sclerosis of Delays

The "damage" of the system is also measured in time. For an older Australian with no
superannuation and minimal liquid assets, a delay in pension processing is not an

inconvenience; it is a financial emergency.

e Average Processing Time: Age Pension claims averaged 84 days between January
and May 2024.°

e Target vs. Reality: The bilateral target is 80% of claims processed within 49 days.
The agency failed to meet this target for the 2021-2024 period.1

e The Backlog: 1,522,706 claims remained outstanding as of May 1, 2024.°

When a claim exceeds 13 weeks (91 days), it enters the territory of a "deemed refusal." This
is a critical failure point where the legal system acknowledges the agency has failed, yet the
senior is often unaware they can now trigger a formal review.” The interest lost on these
delayed payments, combined with the stress of potential eviction or missed medical

treatments, constitutes a massive, unquantified human cost.

4. The Policy Chronology: Engineering Exclusion

The current dysfunction of the Age Pension is not the result of a single bad decision but a

decade of policy shifts that have prioritized fiscal containment over service delivery.

4.1 The 2017 Asset Test Pivot

The 1 January 2017 changes to the asset test represent the most aggressive tightening of



eligibility in the modern era. By increasing the asset test "free area" while simultaneously
doubling the "taper rate" from $1.50 to $3.00 for every $1,000 in assets, the government
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engineered a mass exit from the pension roll.

Homeowner Status Pre-2017 Cut-off Post-2017 Cut-off Delta (Loss of Access)
(Single) (Single)

Homeowner $793,750 $572,000 -$221,750

Non-Homeowner $945,250 $782,500 -$162,750

Data Source: *°

This policy change resulted in 100,000 seniors losing their payments entirely and 200,000
seeing reductions.”® More importantly, it introduced a "disincentive to save." Forensic modeling
of the taper rate shows that for a couple with assets between $400,000 and $1,000,000, the
effective "tax" on their assets (the loss of pension) is 7.8% per annum. This often exceeds the
investment return they can realistically earn, meaning they are financially better off having
fewer assets—a direct contradiction of the government'’s stated goal of encouraging self-

sufficiency.’
4.2 The Raising of the Eligibility Age

The increase in the qualifying age to 67 was marketed as a response to increased life
expectancy. However, from a policy audit perspective, this shift has functioned as a primary
mechanism to reduce the total "take-up" of the pension. For workers in physically demanding
industries (construction, nursing, retail), reaching the age of 67 is often impossible due to

health decline. This forces these individuals onto lower-tier payments like JobSeeker, where




they are subjected to mutual obligation requirements and a lower rate of pay, effectively

"starving" them in the lead-up to their pension entitlement.”’

5. Systemic Failure Points: Stress-Testing the

Components

The Age Pension system is comprised of several interacting components, each of which

exhibits a specific form of failure.

5.1 The Means Testing Complexity Trap

The Age Pension uses a dual-test system: the Income Test and the Assets Test. The senior is

paid according to whichever test results in the lower payment rate.”

The Deeming Mechanism

Deeming is a central failure point. Rather than assessing actual income, the government
"deems" that financial assets earn a specific rate.”® In 2025, the government increased these
rates to 0.75% for the first $64,200 (single) and 2.75% for the balance.'® While deeming is
intended to simplify the system, it often results in seniors being overpaid or underpaid relative
to their actual cash flow. If a senior has their money in a low-interest transaction account for

accessibility, they are "deemed" to be earning more than they actually are, leading to an unfair
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reduction in their pension.

5.2 Administrative and Staffing Failure

Services Australia has faced a workload-to-staffing imbalance that has reached a breaking
point. Performance metrics are aligned with "throughput" (getting through the queue) rather

than "correctness."

e Training Gaps: Staff training has been flagged as inadequate, particularly for
complex cases involving lifetime annuities, trusts, or overseas pensions.1

e The "Private Number" Barrier: Services Australia calls from private numbers and, for
"privacy reasons," cannot leave messages unless a voicemail is clearly identifying
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the recipient.”” For seniors who do not answer unknown numbers due to scam fears,



this creates a loop of missed connections that can delay a claim for weeks.
e Incentive Alignment: There is a perverse incentive to close claims quickly. If a
claimant fails to provide a single document within a strict timeframe, the claim is

often rejected rather than pended, forcing the senior to restart the 84-day wait.’

5.3 Digital Moats and Information Failure
The shift to "online-first" service delivery has created a technological moat.

e Mandatory Digital Literacy: The MyGov application process is cognitively demanding.
Seniors are required to upload digital copies of bank statements, property valuations,
and identity documents.”

e Information Asymmetry: The government has access to "Single Touch Payroll" data
and bank data-matching, yet it places the entire burden of reporting on the senior.’
The ANAO found that Services Australia does not fully use the data it has to simplify
the process for applioants.1

e Self-Identification Crisis: The system relies on individuals to know they are eligible.
There is no evidence of the government proactively contacting people who, based on

tax data, appear to be eligible but have not claimed.’

6. The Demographic Toll: Mapping the Inequality of
Failure

The Age Pension system does not fail all Australians equally; it exhibits a "bias of complexity"

that harms the most marginalized.

6.1 The Impoverishment of Senior Renters

The pension was designed on the bedrock of the "Great Australian Dream" of home

ownership. For those who fall outside this norm, the system is a machine for poverty.

Metric mpact on Renters mpact on Homeowners



Superannuation Goal

$659,000 (Single)

$322,000 (Single)

Rental Stress

32% spend >33% of income

on rent

0% (House exempt from

assets)

Poverty Rate

10
Data Sources:

60% of renters in their 60s

~15% for homeowners

The failure to index Commonwealth Rent Assistance (CRA) to actual rent prices (rather than

the general CPI) has led to a situation where CRA increased by only 2% in 2025 while actual

rents increased by 4.5%."° This "indexation lag" represents a systemic failure to protect the

most vulnerable cohort of retirees.

6.2 The First Nations "Identification Lockout"

First Nations Australians are disproportionately "locked out" of the system due to rigid,

colonial-era identity requirements. Many elders born on missions or cattle stations lack

standard birth certificates or have "mismatched" details across documents.’

e The Case of the "Station Birth": A client with five forms of ID, all with different

estimated birth dates, spent nine months attempting to access their retirement funds.

The system repeatedly issued automated "rejections” for lack of a birth certificate.’

e Paternalism: The superannuation and pension systems are described by financial

counsellors as being "easy to take money in but impossible to get out" for First

Nations peoples.’

6.3 The Gendered Superannuation Gap




Because the Age Pension interacts with the superannuation system, women—who retire with
21.3% to 25% less super than men—are more vulnerable to pension system failures."
Women are more likely to be on a "full" pension, making them more sensitive to administrative

errors or deeming rate changes. A woman who takes time off to care for children or aging

parents loses not just current income but future pension stability due to the "super gap".13

7. Judicial and Administrative Oversight: Evidence of

Known Problems

The failures of the Age Pension system have been well-documented in reports that the

government has largely failed to act upon.

7.1 The ANAO and Ombudsman Warnings

w

The ANAO has repeatedly flagged that oversight of the Age Pension is only "partly effective".
The Department of Social Services (DSS) has been criticized for failing to monitor whether the
pension is actually achieving its intended outcomes. In August 2025, the Commonwealth
Ombudsman released a "damning report" on automated government systems, finding that
thousands of payments had been unlawfully cancelled.” This echoes the "shoddy" logic of the

Robodebt era, where automation was used to deny rights rather than support them.

7.2 The AAT Overturn Rate: A Measure of Initial Inaccuracy

The reliability of frontline decision-making can be measured by the rate at which those

decisions are overturned on appeal.

e Applications Received (2023-24): 4,741 first-tier reviews. "
e Outcomes: In the social security jurisdiction, approximately 38% of decisions were

changed (varied or set aside)."
e Wait Times: The AAT failed to meet its target of finalising 75% of cases within 12

months, with only 55% reaching finalisation in that timeframe.*

This data reveals a two-stage failure: first, the initial decision is wrong in nearly 4 out of 10

contested cases; second, the senior must wait a year or more for the legal system to correct



the error, during which time they may have no income.

8. Case Studies of Institutional Negligence

8.1 Case: The "Trust Secretary" Impasse

A complainant had their Age Pension cancelled because they could not provide information
about a trust. The AAT explicitly recommended that Centrelink contact the trust secretary
directly to resolve the issue. Centrelink ignored the AAT's recommendation and continued to
harass the senior for documents they did not have. The senior spent 14 months without a
pension until the Ombudsman intervened.”® This illustrates a "failure of empathy" and a refusal

to follow judicial recommendations.

8.2 Case: The "MyGov" Deadlock

A 72-year-old with early-onset Parkinson’s was unable to complete the online identity
verification. The local Service Centre informed them that "everything is online now." After three
months of failed attempts to use the portal, the senior’s claim was cancelled for "failure to
provide information." The senior was only restored to the system after a local MP’s

intervention. This case proves that "digital by default" is, for some, "exclusion by design".2

9. Stated Policy vs. Operational Reality

The government’s stated policy is to provide a "safety net." The operational reality is a "fiscal

filter."




The gap between intent and reality suggests that the system is not "broken" in the eyes of

fiscal planners; it is functioning as a gatekeeper to reduce outlays.

10. International Benchmarking: Australia as a Means-

Testing Outlier

Australia’s Age Pension is an outlier among OECD nations due to its extreme reliance on

means testing.

e Complexity: Most OECD nations use a contribution-based or universal model.
Australia’s dual-test (Income and Assets) is among the most complex in the world.*

e Replacement Rates: While the OECD average net replacement rate is 63%,
Australia’s system creates a "bimodal" distribution where homeowners do well, but
non-homeowners face replacement rates that are functionally below the poverty
line."

e Efficiency: Australia’s administrative costs per recipient are high relative to universal
systems due to the labor-intensive nature of verifying assets and income for 2.7

— 1
million people.

11. Following the Incentives: The Fiscal Logic of Friction

The investigative journalist must ask: Cui bono? (Who benefits?). The systemic friction in the

Age Pension system creates a significant "fiscal dividend" for the government.

1. The Delay Dividend: By pushing processing times from 49 days to 84 days, the

government effectively delays millions in payouts. Even if payments are backdated,



the "float" remains in the government’s accounts, and many seniors lose "interest" or
"indexation" on that delayed money.

The Attrition Dividend: Complex forms and long phone waits lead to "application
attrition." If 5% of potential claimants give up due to the difficulty of the system, the
government saves hundreds of millions of dollars annually.

The Taper Rate Dividend: The 2017 taper rate shift was a pure fiscal play, designed

to reduce the "pension roll" without addressing the actual needs of retirees.’

12. Estimating the Total Annual Financial Loss

While exact figures are obscured by lack of transparency, a forensic model can estimate the

annual financial loss to Australian seniors due to "system friction."

Where:

Ltotal - Up + Id + Ca

UP = Annual Underpayments ($0.44 Billion per year).1

Ia - Interest lost on delayed payments (Estimated at $50 Million annually based on

1.5M backlog).

Ca = Cost of "Abandoned Claims" (Estimated at $300 Million based on historical

non-take-up rates).

The total annual financial loss to the senior population due to administrative and systemic

friction is conservatively estimated at $790 Million per year.

13. Hard Recommendations for Systemic Reform

To restore the integrity of the Age Pension, the following non-diluted recommendations must

be implemented:

1.

Abolish the $3.00 Taper Rate: Revert the asset test taper to $1.50 per $1,000. The
current rate is a 7.8% "tax" on savings that traps middle-income seniors in a cycle of
asset deple’[ion.7

Mandatory Proactive Eligibility Matching: Services Australia must be legislated to use



its internal data to identify and contact eligible non-claimants and those being
underpaid. The "passive" stance on underpayments is a breach of duty of care.

3. Establish a "Human Guarantee" in Service Delivery: Legislated maximum wait times
for phone services (15 minutes) and a "right to in-person service" for the digitally
excluded.’

4. Index Rent Assistance to Market Rents: CRA must be indexed to the housing
component of the CPI, not the general CPI, to end the rental stress cycle for
105,000 seniors.”

5. Simplified Identity Framework for First Nations: Adopt a "flexible evidence" model for
First Nations elders that accepts community attestation and historical mission
records in lieu of birth certificates.’

6. Independent Oversight of Automation: Establish an "Algorithm Ombudsman" to audit
"straight-through processing" for fairness, bias, and accuracy before it is deployed on

2
vulnerable cohorts.

14. Final Verdict: Structural Negligence

The final judgement of this audit is blunt: The Australian Age Pension system is currently
failing its mandate through a combination of structural complexity and administrative
negligence. The failures identified—the $1.33 billion in underpayments, the 84-day delays, and
the digital lockout of the vulnerable—are not "glitches." They are the predictable outcomes of a

system that has prioritized fiscal gatekeeping over human support.

The Department of Social Services and Services Australia have presided over a system where
"administrative correctness" is a manipulated metric and where "digital transformation" has
been weaponized to exclude those who lack the tools to adapt. The scale of the exclusion is
systemic, the harm is quantifiable, and the government’s failure to act on known warnings
constitutes a profound dereliction of its duty to provide access to basic income support. Until
the system is redesigned to prioritize accuracy and accessibility over throughput and

containment, it remains an architecture of negligence.

15. Data Gaps and Missing Transparency



A forensic investigation is only as good as the available data. This audit identifies several

"black holes" in government reporting designed to mask system failure:

The "Abandoned Claim" Metric: There is no official data on how many people start a
MyGov application but never finish it due to technical or cognitive barriers.
Real-World Correctness: Services Australia’s "administrative correctness" rate of
98.1% is a fabrication that excludes the most common forms of error impacting
payment amounts.’

Non-Take-Up Rates: The government refuses to model how many Australians are
eligible for the pension but do not claim it, preventing a true assessment of the

22
system's reach.

The absence of this data is, in itself, evidence of an institutional desire to avoid accountability.

A system that cannot—or will not—measure its own failure is a system that is fundamentally

unsafe for the public it serves.
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