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INTRODUCTION

The Fourth Central Pay Commission was set up in September, 1983,
We submitted Part I of our report in June 1986 covermg matters
relating to structure of emoluments, allowances, conditions of service
of employees of Central Government and Union Territories, imembers
of All-India Services and personnel belonging to armed forces. This 1s
the Part II of our report dealing with the pensionstructure for
pensioners—both past and future—and the death-cum-retirement benefits
for government employees,

Part II of the report has 18 chapters dealing with variouvs aspects of
death-cum-retirement Dbenefits for government cmployees, petision
structure for pensioners, medical and other facilities to pensioners, and
other related matters.

We have also prepared a Statistical Supplement containing the data
on pay, pension, allowances and other matters.

It is a matter of great sorrow that towards the concluding stage of
our work, we had to bear the irreparable loss of our distinguished
Chairman, Shri ‘Justice P.N. Shinghal who passed away on October 17,
1986 afier a brief illness. Justice Shinghal was a man of high principles.
and an eminent legal luminary with vast and rich experience in the
broad field of administration. He had infinite capacity for work and
gutded the Commission in its deliberations at every stage, We had the
benefit of his advice in dealing with the complex work entrusted 1o vs
and in the formulation of our reccommendations. He is not with us in
signing this part of our report and we have to console ourselves by
payimg homage to him.

After Justice Shinghal’s sad demise, we were informed® that govern.
ment would like Part Il of the report of the Commission dealing witl
pensionary matters to be submitted without waiting for the ‘appointment
ol a new Chairman. We have finalised the report accordingly.

" Finance Seeretary, Government of India, Minisiry of Finance, 1.0, No. §-2635/83/86, dated October 290,
1986,



CHAPTER. 1

SCOPE AND PROCEDURE OF WORK

1.1 The first part of the Commission’s report covering matters like pay structure, compensation
for price rise, allowances, and other benefits of Central Government employees including employees
of Union Territories, members of All-India Services, and personnel belonging to armed forces, was
sent to the Government on June 30, 1986. This is the second part of the Commission’s report and
deals with the pension structure for pensioners—both past and future—including death-cum-retire-

ment benefits of government employees.

1.2 The terms of our reference given in Resolutions dated July 29, 1983* and February 16,
1985%+  inter-alia, required us to examine the present structure of emeluments and conditions of
service of central government employees taking into account the total packet of benefits including
death-cum-retirement benefits.  Subsequently, the terms of reference were amended to include past
pensioners under the Resolution dated November 8, 1935%*%, by adding paragraph 2(A), below
paragraph 2(5) of the earlier Resolution as follows,—

“2(A): To examine, with a view to having a proper pension structure for pensioners—both
past and future—the existing pension structure; including death-cum-retirement benefits, and
make recommendations which may be desirable and feasible having regard, among other rele-
vant factors, to the retivement benelits available to employees of the Public Sector Under-
takings, State Governments, ete., economic conditions in the country, the resources of the
Central Government and the demands thereon such as those on account of developmental

planning, defence and national security.”

1.3 This is the first time that the pension structure for pensioners, both past and future, has been
entrusted for examination to a Pay Commission. The rules for sanctioning pensions have under-
gone changes from time to time and various ad hoc measures have been adopted over the years (o
provide relief to pensioners against rise in the cost of living. The content of “‘Pension’ has undergone
changes according as the State has thought it necessary or desirable to provide more benefits (o
pensioners, A detailed study of the pension structure for all pensioners distributed in various parts
of the country, would have taken considerable time.  We therefore contented ourselves by making
use of the information supplied to us by the Depactment of Pension and Pensioners” Wellare and it
formed the basic data on the subject.

.4 We are aware of the complexities of our task. It has become all the more complicated be-
cause when retirement benefits were varied from time to time, options were given to the employees
to retain the old benefits. A number of orders were also issued to provide reliel to pensioners against
rise in price. Those orders had far reaching effect. Some of the State Governments are following,
by and large, the pension schemes of the Central Government, and we realise that our recommendations
may indirectly affect pensioners in the States. In the public sector undertakings, where the contri-
butory provident fund scheme is mostly in operation, there is now a general demand for providing

* Annexe 1.1
¥ Annexe 1.2
= Annexe 1.3



pension.  In fact, our terms of reference require us to examine the pension structure and to make
our recommendations having regard to the retirement benefits available to employees of the State
Governments and public sector undertakings, Information had thercfore to be collected from
those employers and we gave them an opportunity to favour us with their views.

1.5 We have interpreted the expression “Central Government Employees™ in paragraphs 1.9 to
[.12 of Part I of our report, indicating further in paragraphs 1.13 to [.18 the categories of Central
Government craployees who do not fall within our terms of reference.  This is also the basis for our
consideration of the pension structure including death-cum-retivement benefits for government
employees.

[.6 Accordingly, pensioners who hold constitutional appointments like Judges of the Supreme
Court and High Courts, Comptroller and Auditor General, Chairman and Members of Union
© Public Service Commission, and Chief Election Commissioner have also been kept out of our consi-
deration as their conditions of scrvice are governed by separate Acts and Rules. The pension of
the Precident of India is regulated by the President’s Emoluments and Pension Act, 1951 as amen-
ded in 1985. DPension of Members of Parliament is also regulated by separate enactments. All
these pensioners fall outside our purvicw.

.7 As regards extra-departmental agents under the Department of Posts, the Report of the
One-man Committee under Shri R.R. Savoor has already covered matters relating to their terminal
benefits,

1.8 The questionnaire circulated by us in April, 1984, covered the issues which were brought
up for our consideration, including matters relating to pension and death-cum-retiremnent benefits.
We did not, however, consider the issues relating to past pensioners at that time as they were outside
our purview. Subsequently, with the amendment in the terms of reference bringing past pensioners
within the scope of our work we issued a public notice® inviting all associations, unions, institutions,
other organisations, and interested persons to send memoranda containing their views on maltters
covered by paragraph 2 (A) of the terms of reference by January 15, 1986. The public notice was
published in leading newspapers between December 9 and 16, 1985, In response to it, about 1300
memoranda were reccived.  While 400 memoranda were from unions/associations, the others were
from individuals.

1.9 Keeping in view the issues raised in the memoranda received in response to our public
notice, and matters relating to past pensioners, we circulated a supplementary questionnaire™* in July
1986, asking for reply by August 25, 1986. Copics of the questionnaire were sent to about 400
associaticns and unions which had responded to our public notice. Chief Secretaries of States/Union
Territories, some of the Secretaries/Heads of’ Departments and to some selected individuals. e
received more than 450 replies.

1.10 We wrote to State Governments in April, 1986 drawing their attention (o the newly included
paragraph 2(A) in our terms of reference requesting them to furnish information regarding pensionary
and other benefits available to employees ol the State Governments and the pensioners. The Stale
Gavernments supplied information in this respect.

[.11 We also made a request to the public sector undertakings in May, 1986 for information
regarding retirement benefits available to their employees. We received information from some of
the public sector undertakings.

® Annexe 1.4
** Annexe 1.5
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|.12 While considering the various issues relating. (o retivement benelits we have depended on
the information furnished by the Department ol Pension and Pensioners” Welfare and others. How-
ever, these matters being under review by government from time to time it may be that the latesl
information on them may not have been available to us at the time of our deliberations.

.13 We have referred (o the non-availability ol relevant data regarding pay, allowances and
other conditions of service of government employees in Part T of our reporl.  We experienced simi-
lar difficulty in regard (o various aspects of retirement benelits of government employees.  We
received some information from the Department of Pension and Pensioners’ Welfare and subsequently
information was collected from other sources like public sector enterprises and State Governments.
The statistical data collected by us on pay. pension and other related matters has been compiled in
doseparate Statistical Supplement. A beginning has thus been made (o build up a data base and we
have no doubt that this Statistical Supplement will be updated on a continuing basis.  As recommen-
ded in Part [ of our report. this work infer alia could be entrusted o a permanent standing body.
This will ensure that for any future exercise in revising pay, allowances and retirement benefits ol
government employees the essential data would he readilv available.

|14 The memoranda received by us in response (o the first public notice issucd in September-
October. 1983 covered many ol the issues about pension and other death-cum-retirement henelits,
Similarly,  the questionnaire circulated by us in April, 1984 also contained a number of questions
on pension and related matters and we received a number ol replies.  Qur earlier discussions with
unions/associations of employees and seeretaries to government and other senior officials also covered
issues relating to pensionary benelits.  All these have been laken into consideration by us.  In view
of the amendment in the terms ol reference bringing past pensioners within the scope of our work,
we thought it necessary to have further discussions.  Accordingly, we discussed the matier with the
Stafl’ Side in the National Council (JCM). representatives ol pensioners’ associations and unions
and sonmie individual pensioners.  Annexce 1.6 is the list of associalions of pensioners which look
art in discussions with the Commission.  Annexc 1.7 is the list of prominent persons who partici-
pated in discussions.  We also invited some of the heads of departments and secretaries (o govern-
ment for discussion on matters relating to pensioners.  The Comptroller and Auditor General. Cabi-

net Scerelary and the three Service Chiels were also invited (o give us the henelit ol their views and
these discussions ended on November 25, 1986. A list of those who participated in these discussions
is at Annexe 1.8, We addressed State Governments and Union Territories Tor their views on the
supplementary questionnaire and these have been taken into consideration while formulating our

recommendations.

LIS We spent 15 days on the above discussions, and 50 days in our meetines Tor deliberations
onovarious issues relating o pensioners and retirement benelits.

[
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ANNEXE. 1.1
(See  paragraph  1.2)

PUBLISHED IN THE GAZETTE OF INDIA EXTRAORDINARY,
PART-1-SECTION )

MINISTRY OF FINANCI:
DEPARTMENT OF EXPENDITURI
RESOLUTION

New  Delhi, the 29th July 1983
Sravana 7. 1905 (SAKA)

No.5 (S6)E-111/83. The Government of India have been considering for some time past the
changes that have taken place in the relativities of the structure of emoluments of  Government
employees over the years. Conditions have also changed in several respects since the last  Pay
Commission made its Report in 1973. Accordingly. it has been decided to appoint the Fourth Central
Pay Commission consisting of the following :

I. Chairman Shri Justice P.N. Shinghul
2. Member -Prof, M.V. Mathur

3. Member Shri J.P. Kacker

4, Member Shri Gopal Das Nag

5. Member-Seerelary ~Shri A K. Majumdar

2 The terms of reference ol the Commission will be as Tollows

(1

(3)

To examine the present structure ol emoluments and conditions ol service,  taking into
account the total packet of benefits. including death-cum-retirement benefits, available (o
the following categories of Government employees and (o suggest changes which may e
desirable and feasible :

(i) Central Government employees-industrial und non-industrial

(i) Personnel belonging (o the Al India Serviees.

(i) Employees of the Union Territorices.
To examine the present structure of emoluments taking into account the total packel ol
benefits in cash and kind including death-cum-retirement benelits available (o Armed

Forces personnel and to suggest changes which may be desirable and feasible, having
regard to their terms and conditions ol services.

To examine the varicty of allowances and benelits in kind that are presently available o
the employees in addition (o pay and to suggest rationalisation and simplilication thercol
with a view to promoting cfliciency in administrittion,



(4) To make recommendations on the above having regard, among other relevant factors,
(o the prevailing pay structure under the Public Sector Undertakings, State Governments,
ele., economic conditions in the country, the resources of the Central Government and the
demands thercon such as those on account ol developmental planning, defence and national

security.

3. The Commission will devise ils own procedure and may appoint such Advisers, institutional
consultants and experts as it may consider necessary for any particular purpose. It may call for such
information and take such evidence as it may consider necessary.  Ministries and Departments of
the Government ol India will furnish such information and documents and other assistance as may
be required by the Commission.  The Government ol India rust that State Governments, Service
Associations and others concerned will extend to the Commission their Tullest co-operation  and

Assislance.

4. The Commission will make its reccommendations as soon as practicable. 1t may consider,
I necessary, sending re-reports on any ol the nutlers as and when the recommendations are linalised .

Ordered that the Resolution be published mr the Gazette of India.

Ordered also that a copy of the Resolution be communicated 1o the Ministries/Departments
ol the Government ol India, State Governments/Administrations of Union Territories and all others

concerned.

Sd/-
(K. Kaul)

Secretary to the Government of India



ANNEXE. 1.2
(See paragraph—1I.2)
(TO BE PUBLISHED IN THE GAZETTE OF INDIA EXTRAORDINARY,
PART I—-SECTION 1)
MINISTRY OF FINANCE
DEPARTMENT OF EXPENDITURE
RESOLUTION

New Delhi, the (6t Leb.. 19858
Magha 27, 1906

No. 5(56)-E.111/83, The Government of India have decided that the Terms ol Reference of the
Fourth Central Pay Commission as contained in this Ministry’s Resolution of even number  daled
the 29th July, 1983 shall be amended by addition of a new sub-para (5) under para 2 of the  Resolu-
tion as under i —

“(5) In case the need lor consideration ol reliel of an interim character arises during the
course of deliberations ol the Commission, the Commission may consider the demand for
relief of interim character and make its recommendations thercon taking into account the infe-
rim relief already sanctioned by the Government in  the Ministry of Finance (Department of
Expenditure’s O.M. No. 7(39)/E.J11/83 dated the 2nd August, 1983, In the event of the Com-
mission recommending any interim relief, the date Irom which this reliel should take eflect
may also be indicated by the Commission.”

Ordered that the Resolution be published in the Gazette ol Tndi.

Ordered also that a copy of the Resolution be communicated to the Fourth Central Pay Com-
mission, Ministries/Departments of the Government ol Indiu. Stute Governments/Administrations
of Union Territories and all others concerned,

Sd/-
(S. VenKkitaramanan)

seerelary o the Governmenl ol India



ANNEXE. 1.3
(Sce paragraph 1.2)

(TO BE PUBLISHED IN THE GAZETTE OF INDIA EXTRAORDINARY,
PART I-—SECTION )

MINISTRY OF FINANCE
DEPARTMENT OF EXPENDITURL
RESOLUTION

New Delhi, the 8th November, 19835
I7th Kartika, 1907

No. 5(56)-E.111/83. The Government ol India have decided hat the Terms of Reference ol the
Fourth Central Pay Commission as contained in this Ministry's Resolution of even number dated
20th July, 1983 as amended vide this Ministry’s Resolution of even number dated [6th February,
1985 shall be further amended by addition of a new para 2(A) below para 2(5) of the Resolution
as under —

*2. (A) : To examine, with a view {o having a proper pension structure for pensioners-
both past and future—the existing pension structuve; including death-cum-retirement benelits,
and make recommendations which may be desirable and leasible having regard, among other
relevant lactors, to the retirement benelits available 1o employees of the Public Sector Under-
takings, State Governments, cle., cconone conditions in the country, the resources ol the
Central Government and the demands thercon such as those on account of developmental
planning, defence and  national  security.”

Ordered that the Resolution be published in the Gazette ol India.

Ordered also that a copy ol the Resolution be commumicated 1o the Fourth Central Pay Con-
mission, Ministries/Departments ol the Government ol India. State  Governments/Administrations
ol Union Territories and all others concerned.

Sd/-

(S. Venkitramanan)

Secretary to the Government ol India



ANNEXE, 1.4
(See  paragraph 1.8)

FOURTH
CENTRAL PAY COMMISSION
PUBLIC NOTICE

Government ol India have amended the terms of reference ol the Fourth Central Pay Com-
mission by addition of the following para vide Resolution notified in the Gazette ol India Extraor-
dinary No. 222 dated 8th November. 1985

“2.(A) ¢ To examine, with a view (o having a proper pension structure for pensioners
both past and [uture—the existing pension structure; including death-cum-retirement benelits,
and make, recommendations which may be desirable and feasible having regard. among other
refevant factors, to the retirement benefits avatlable to employees of the Public Sector Under-
takings, State Governments ele,, econonic conditions in the country, the resources of the Central

Government and the demands thercon such as those on account ol developmental planning.

defence and national security.”

The Commission invites all the associations, unions, institutions, other organisations and inlerested
individuals (o send memoranda containing their views on the aforesaid matters, dealing with cach
subject separately numbering the paragraphs.  Ten copices of such memoranda may be sent (o
the Member-Secretary, Fourth Central Pay Commission, Post Box No.28, New Delhi 110 001, so
s to reach him on or belore January 13, 19806,

A, I MATOMDAR
Member-Secrelary

Fourth  Central  Pay  Commission.



e

0.

()'

et

ANNEXL. 1.5
(See paragraph 1.9)

Supplementary Questionnaire on amended terms ol reference of the Fourth Central
Pay Commission

(a) What is the meaning and content ol the expression “pension® ?

(h) What do vou understand by the expression “pension structure’ 7 What are  the different

clements constituting a pension structure ?

Should there be a minimum pension irrespective of the period ol service and date ol retirement
of an employee ? I so, what should be the amount of minimum pension ?

Employees retiring from the same post at different times may be drawing dilferent amounts of
pension due to change in emoluments. 15 it practicable to hring about equalisation of pension
lor all such pensioners ?

. 5)

(1) Should pensions be adjusted (o changing economic conditions

(b) Il so, on what basis, by what method and how [requently ?

What are vour suggestions in regard to grant of reliel”  to pensioners against price rise 7 Should

it he al g rate different from that admissible to serving employees ?

Suggestions have been made that government employees who on absorption i public sector
undertakings reccive 100 per cent commutation of pension should be given reliel on pension on
the same basis as other government pensioners. A similar suggestion has also been made by
employees who retired on C.P.F.  What are your commenls ?

[t has been urged that as and when improvements are made in pensionary benefits ol serving
personnel, these should also be extended to persons who retired carlier. What are vour views
in this regard 7

How should the pension of armed lorces personnel be fixed —should it be related to rank or pay
drawn 7

Suggestions have been made for providing medical and other Tacilities to pensioners,  Whal

are your views !

[ has been suggested that pensioners whao ure seriousty disahled and incapacitated after retire-
ment may be paid some disability allowance. Do you think the grant of such an allowance will
be Justilied 7 11 so, in what cases and to what extenl ?

(1) What measures would you suggest for expeditious settlement ol pension claims ol retired
cmployees

(b) What difliculties, it any. are Tuced in (he dvawal of pension and what are your suggestions
for their removal 7

What are your views Tor simplification and rationalisation of the pension struciure ?

9
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ANNEXE. |.06

(See paragruph | . 14)

List of associations af pensioners whicl took part in discassions with the

Conunission

National Ex-servicemen Co-ordination Committee,
New Delhi,

Indian Ex-servicemen League,

New Delhi.

All India P&T Pensioners’ Association,

IPatna.

Posts & Telegraph Pensioners’

Welfare Association,

Chandigarh.

National Federation of Railway Pensioners,
Palghat.

All India Retired Railwaymen (PF Terms) Association,
New Delhi,

Retired Railway Officers Association.

Bangalore.

Retired Railway Employees’ Association,

Calcutta.

Bharal Pensioners' Samaj.

New Delhi.

All India Organisation ol Pensioners,

National HQ,

New Delhi.

Common Cause, New Delhi.

All India Central Counctl ol Pensioners’ Association.

New Delhi,

Federation of Central Government Pensioners’ Organisation,

Calcutta.

All India Organisation ol Pensioners.

‘Kanpur.

Stafl’ Side,

National Council of Joint Consultative Muachinery,
New Delhi.

Federation ol Pensioners,

Madras.



ANNEXE. 1.7
(See paragraph 1.14)

List of Prominent Persons who attended discussions with the
Commission

-——
i

Shri G.C.L. Juneja, IAS (Retd.)
New Delhi.

Shri T.A.S. Iyer, DG (Police) (Retd.),
Trivendrum.

3. Shri A.V.S. Poulose, (Retd.)
Financial Commissioner, Railways,
New Delhi.

4. Shri M.S. Venkatachalam,
Secretary (CONCERT),
RITES,

New Delhi.

Shri R.N. Patro, (Retd.),
Director (F&P),

ET. & T.D..

New Delhi.

6. Shri R.C. Barui.
Director (Fin.),
IRCON,

New Delhi,

reJ

N

7. Shri R, Venleataraman,
CGDA (Retd.),
Amritsar (Punjab).

a. Shri S.V.8. Raghavan,

Chairman,

The Minerals & Metals Trading
Corporation of India,

New Delhi.

it
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ANNEXE, 1.8
(See paragraph 1.14)

List of Secretaries to Govermment of India, other Heads of Departments and
Chiefs of the Defence Forces who participated i Jdiscussions on
pensions with the Commission.

Shri K.R. Murthy, Secy.,
Department of Posts,
New Delhi.

Smt. P.P. Trivedi, Secretary,
Department of Personnel,
New Delhi.

Maj. Genl. V. Awasty,
Director General,
Resettlement,

New Delhi.

Shri Badal Roy, Secretary,
Ministry of Labour,
New Delhi.

Air Chief Marshal D.A. La Fontuin,
Chicf of Air Staft,
New Delhi.

Admiral R.H. Tahiliani,
Chiel of Naval Staff.
New Delhi.

Shri D.K. Sangal, Sceretary,
(Tele-Communication),
New Delhi.

Shri V.K.. Dar, Sceretary,
Department of Co. Affairs & Public Enterprises,
New Delhi.

Dr. Bimal Jalan,

Chief Economic Adviser & Secretary,
Department of Banking,

New Delhi.

Smt. Girija Eswaran,

Couotroller General of Accounts.,
Department ol Expenditure,
New Delhi.
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Shri 8. Swaminathan,
Controller General of Defence Accounls,
New Delhi.

. General K. Sunderji,
Chief of Army Stafl,
New Delhi.

. Shri Prakash Narain,
Chatrman,
Railway Board.

Shri T.N. Chaturvedi,
Comptroller & Auditor General ol India,
New Delbi.

. Shri S, Venkitaraman:n,
Finance Secretary,

New Delhi.

Shri S.K., Bhatnagar,
Defence Secretary,

New Delhi.

Shri B.G. Deshmukh,
Cabinet Secretary,

New Delhi.
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CHAPTER 2
PENSION AND ITS DETERMINATION

2.1 Even in the limited area of pension, we are surprised (o find that we cannot really claim to know
every thing, There are some institutions or study centres abroad which examine some aspects of
the system, but they are in the nature of studies of social sceurity measures or as adjuncts to those
measures and not of purely retirement benelits of Government employees of the type known in our
country. Moreover in developed countries, pensions are mostly contributory and non-contributory
pensions are restricted to invalidity payments of the nature of social security measures rather than
ag terminal service benefit,  We have in fact not been able to find out  whether a scparate Commi-
as terminal service benefit.  We have in fact not been able to find out whether a separate Commi-
ssion or Committee on pensions of govermment employees was set up in any counlry to exanine the
meaning, concept and content of the system in so far as past and future pensioners are cone-
erned. At any rate no such examination sezms to have bien undertaken in our country, for the
result of any such effort has not been made available to  us.

2.2 While pensions as compensation to former members of the armed forces or their dependents
for old age, disability, or death from service causes, are of great antiquity, as old-age, retirement or
disability benefits for civilian employees they have been in force in one form or another in some
countries fot almost a hundred years, We arce in fact informed that the ‘custom’ of providing pen-
sions for aged employces who were no longer able to discharge their duties efficiently, began during
the nincteenth century in Burope and then spread to other parts of the World (Encyclopaedia Briti-
nnica, Volume 17, 1968). The actuarial theories of pension plans and may of the current practices
in connecction with them originated in Great Britain, though the United States initiated some modern
improvements.  The other type of pension, namely, as social security payment for the aped, disabled
or deceased citizens, is based on the anxiely to provide Yor such citizens and we are not really concerned
with them as such.

2.3 Weare concorned with pensions w foemer members of the armed forces and civilian eraployees
of the central government.  In so {ar as these employees are concerned, pension is not by way of
charity or an ex-gratia payment, or a purely social welfare measure, but may fairly be said to be in
the nature of a ‘right’ which is enforceable by law. That, in fact, is now beyond controversy by victoe
of the law declared by the Supreme Court in Deokinandan Prasad® v. State of Bihar and others
that “pension Is not a bounty payable on the sweet-will and pleasure of the Government and that,
on the other hand, the right to pension is a valuable right vesting in a Government servant.”  Their
Lordships further declared that the right to receive pension “is property under Article 31(1) and
by a mere executive order the State had no power to withhold the same.”  And also, that the clxim
to pension “is also property under Article 19(1)([) and it is not saved by sub-article (5) of Article
19, Reference in this connection may also be made to the decisions in State™ of Punjab and
Another v. Igbal Singh and D.S. Nakara*** and others v. Union of India. But even though the
high pedestal on which pensions stand has been supplied by pronouncements of the Supreme Court
we arc constrained to say that no really useful dalinition of pension has been provided by law.

k]

* {1971y Supp SCR 60
F (1976) 3 3CR J60
e A LR (I9RY) Val. 700 1310 §.(C.

I



2.4 The Constitution deals with penstons of Judges of the Federal Coort, Supreme Court, Hlgh
Courts, Comptroller and Auditor General, officers and serviats of the Supreme Court and the High
Courts, adjustment in respect of pensions payable to or in respect of persons who have served before
the commencement of the Constitution under the Crown in India, ete. ltem (17) of Article 366
states that, unless the context otherwise requires, the expression “pension” has the following mean-
ing for purposes of the Constitution,—

“(17) “pension” means a pension, whether contributory or not, of any kind whatsocver
payable to or in respect of any psrson, and includes retired pay so payable, a gratuity 50
payable and any sum or sums so payable by way of the return, with or without interest
thereon or any other addition thercto, of subscriptions to ¢ provident fund;”

Pension has thus been defined to mean pension peyable (o or in respect of any person and, to thit
extent, the definition does not help in understanding its meaning. The definition then goes on to
say that pension ‘includes’ retired pay, gratuity and any sum payable by way of return of subscrip-
tion to a provident fund payable to or in respect of any person. This latter part of the definition
thus relates to payment of retired pay, gratuity and gubscription, ete., to a provident fund, The
definition serves the purpose of bringing pension, retired pay, gratuity and provident fund dues
within its reach. 1ts purpose is to state all those payments which would fall within the ambit of the
expression ‘pension’ 80 as not to leave any doubt on that account, rather than to state the meaning
of ‘pension’ as such. A cross-reference to the articles where the expression ‘pension’ has been used,
makes that quite clear, so that the definition really serves the purpose for which it has been devised
and does so precisely, to the benefit of those for whose benefit the expression has been used. 1t does
not, and is not meant to define pension as one of the terminal service benetits of employees of the
central government.

2.5 Pensions of central government eraployees were dealt with by the provisions contiined ip--

() Superior Civil Service Rulss;

(b) Civil Service Regulations;

(c) Central (Class 1V) Services (Gratuity, Pension apd Retivement) Rules, 1936: and
{d) Civil Pensions (Commmmtation) Rules, 1925,

As a result of the recommendations of the First Central Pay Commission, the Liberalised Pension
Rules, 1950, were notified on April 17, 1950, with option to those who had entered permancnt pen-
sionable service before October 1, 1938, to came over to those rules or to continue under the earlicr
regulations and orders.  But even the Liberalised Pension Rules were not an independent set of
rules.  They were in the nature of modifications to the carlier Civil Service Regulations and instrue-
tions, and execuiive instructions continued to be issued following the recommendations of the later
Pay Commissions and other decisions of government, Ultimately, a single set of roles called the
Central Civil Services (Pension) Rules, 1972 (hereinafter referred to as the Pension Rules of 1972),
were issued and came into effect from June 1, 1972, The Civil Pensions (Commutation) Rules, 1925,
were toplaced by the Central Civil Services (Commutation of Pension) Rules, 1981, and came into
force from July 1, 1981,

2.6 As has been stated in rule 2 of the Pension Rules of 1972, they apply to government emplo-
yees, including eivilian employees in the Defence Services, appointed substantively to civil services
and posts in connection with the affairs of the Union which are borne on pensionable establishments
meloding employees of Umon Territaries, but do not apply to,--

(a)  railway servants;

(t) persons in casual sand dally cared employaient;



(¢) persons puid from contingencies;

(d) persons éntitled to the ‘bclnf:ﬁt of a Contributory Provident Fund;

(e) members of the All-India Seryvices;

(f) persons locally recruited for service in diplomatic; Consular or other Indian establish-
ments in foreign countrics;

(g) -persons employed on-contract except when the contract provides otherwise; and

(h) "persons whose terms and conditions of service are regulated by or under the provisions
- of the Constitution or ‘any other law for the time being in force,

In so far as the railway employees are concerned, the relevant rules are to be found in Railways
Establishment Manual, while the All India Services (Death-cum-Retirement Benefits) Rules, 1958,
and All India Services (Commutation of Pensions) Regulations, 1959, upply (o members of the all-
India Services. Benefit of Contributory Provident Fund is governed by Contributory Provident
Fund Rules (India), 1962. We are not.concerned with the categories of employees mentioned at
(b), (¢) and () to (h) above,

2.7 The pensionary entitlement of the armed forees is regulacted by regulations which have been
made scparately for the Army, the Navy and the Air Force,

2.8 A reading of all these rules and regulations shows that by far the most casily understood and
commonly apphcabk rules are the Pension Rules of 1972, We looked into these rules (o understand
the meaning, concept and content of “pension’.  Rule 3 definis ‘pension as (Tows,

“3. (0) ‘pension’ includes pmtu!tv except whm the term ‘pension’ is used in contradistinction
to gratuity”. '

It is therefore an inclusive definition and serves a limited purpose.  The definition in the Railways
Establishment Manual is no better, for it states that except when the term ‘pension’ is used in contra-
distinction to gratuity, it includes gratuity [2302 (10) R-1I]. Rule 2 (h) of the All India Scrvices
(Death-cum-Retirement Benelits) Rules, 1958, defines  “pension™ to mean *“‘the amount payable
monthly under rule I8 to a person who has retired from the service, in recognition of the services
rendered by him to' Government’, The-definition serves the purpose of providing death-cum-retire-
ment benefits and does not cover various other kinds of pensions like invalid pension, pension on
absorption in or under a corporation or company, ompensation pension, disability pension.

2.9 We have gone through the definition of ‘pension’ fn the Pension Regulations for the Army.

Regulation 2-A(4), which contains definitions of the terms used in Chapter I, states that ‘pension’
shall “include gratuity except when it is used in contradistinction to term gratuity”. This is also an
inclusive definition. The other difliculty is that the Pension Regulations for the Army do not 'lpnly
to the former-Kings Commissioned Indian Oflicers (including those of the Indian Medical Service
transferred to the Army Medical Corps). The Navy (Pension) Regulations, 1964, do not contain
the definition of ‘pension® although regulation 3 mentions the kind of retiring and other benefits
admissible thereunder. Regulation 2-A (4) of the Pension Regulations for the Air Force (which
do not apply to pre=1935 Commissioned offi cers) defines “pension” to “include gratuity except when
it is used in contradistinction to the term gratuity”. The definition is quite similar to the definition
in Pension Regulatioris for the Army mentioned above.

2,10 In our anxicty 1o understand the meaning of “pension”  we have gone through the Pensions
Act, 1871, as amended by the Pensions (Amendment) Act, 1982, which was the earliest Acl to con-
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solidate and amend the law relating lo .pensions and grants by government of money orland reve-
nue. But it does not define pension: All that section 3, which'is the 1 interpretation section, provides
i that the expression “grant of money or land--revenue” includes any thing payable an the part
of the government in respect of any right, privilege, perquisite or office. “Read. with section 4'af the
Act which bars suits relating to pensions, tlmtmay be taken to mean that* pcmmn " has ban mentioned
as a benefit separate from graiit of money or land revenue. <§o the I’cnslons Act is of no usé ‘1
determining the meaning of pension, | v '

2.11 Tt will thus appear that although the Act, the rules and regulations mcnlmncdahov have been
made to govern the grant of pensions, they do not contain a definition of the term which could be
aaid to explain its meaning, concept or content and be of general application for the purpose of exa-
mining the existing pension structure with a view to having a proper structure for the future as re-
quired by the terms of our reference.  We have therefore to undertake the task-of defining the term
for purposes of our report, for it will not be [air to make our rc_connncnd_atiops without first under-
taking that basic task at the threshold.

2.12  As we have pointed out, the custom of providing pensions is ancient, in so fur as it relates to
former members of the armed forces, but the system of providing pension to aged employees began
in the 19th century, while pension as a social sccurity payment for the aged or disabled citizens is
of recent origin relatively. '

2.13  But the concept of ‘pension’, however.old in its origin, bad the latent and real desire to provide
for an eventuality—known or unknown. The known eventuality was old. age and probable reduc-
tion in earning power, while the unknown eventuality was disability by disease or aceident or death.
[ts real purpose was security, even though the beginning was oblique, undecernible and faint.  But
the germ of an effort to provide security ran through the provision and it is natural that it should
have grown and flowered with the development of human understanding and desire to look after
and provide for those who deserved it, for man has constantly been seeking means by which to en-
hance bis economic security. But the extension of the pevsion provision from military serviee to
civilian public employment, resulted largely from consideration for the employees and the pressure
of their organisations. Some benevolent employers go to the extent of regarding pensions as an
absolutely indispensable complement of wages—as a (erminal benefit.  That, however, is apart from
another aspeet bearing on pensions—the social aspect.  The demographic structure of the popula-
tion is changing because of the greater expectation of life. Thus those who are now in middle age
are going to be nearly twice as big as economic burden (o their children as their parents are o
them, The problem, in such cases, has been tackled as a social obligation, including social insu-
rance {or citizens generally.

2,14 While such is the conspectus of our problem, we find |t diflicult to make substantial headway
for its solution without settling on the meaning of ‘pension’ within the ambit of our terms of referenee
for we can proceed to the next stage of understanding the ‘cancept’ and stating the ‘content’ of
‘pension’ on that footing,

2,15 What ernerges as a result o our study is that the notion and meaning of ‘pension’ hus not been
static und has changed considerably.  Speaking generally, it may well be said that it has become
more restricted.  Weare told that in the eighteenth century ar earlier a “pension’ was simply a source
of mcome. In his Dictionary of 1735, Dr. Johnson said-: ‘In England it is generally. understood
to-mean pay given Lo a State hireling for (reason to his country.”  Pensions vsed to be given to men
placed near the Fnglish Throne and 10 Dukes, in addition 1o persons of less dignified character.
The word came (o be applied (o grants to superannuated ‘estihlished civil servants whae were too
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old 10 work. The basie 1dea was to give 2 sense of ecopowmic secarity and mdependence 1o a civil
servanl 5o as to make his functioniog more eflivient, The meaning of ‘pension’ therefore changed
aver ihe years snd became more and more geperous in the sense of providing not only pecuniary
advantage to the superanpuated employes, but payments for widows and other dependents, etc,

2.16 We have made use of dictioneries to understand the meaning of ‘pension’.  The most useful
definition for our purpose is that contained in the Century Dictionary which is an encyclopedic
lexicon of the English language. There (in Volume V) pension bas been defined as follows,—

“2. A stated payment {0 a person in consideration of the past services of himself or of some
kineman or ancestor; periodical payment made to a person retired from service on
account of age or other disability, especially, a yearly sum granted by a government to
retired public officers, to soldiers or sailors who have served a certain number of years
or bave been wounded, to the families of soldiers or sailors killed or disabled or to meri-
torious aunthors, artists, and others.”

This is not an ‘inclugive’ detfinition of the nature contained in the Pension Rules of 1972 or the other
rules mentioned above, and seems to define ‘pension’ in a satisfactory manner in so far as our task
is concerned for we are not really concerned with pengsions of non-government employees or of citi-
zens in general as socio-¢conomic measures. We may, however, venture {o say that the definition in
the Century Dictiongry is slightly long and may conveniently be reduced as follows,--

“A peosion is a series of periedic payments 1o a person, usually payable monthly for hife,
for past services of himself or another'.

This definition will cover not only ordinary superannuation pension, but other reliring pensions,
invalid pension, compensation pension, compulsory retirement pension, disability pensions and
family pensions which are the various kinds of pensions admissible at present.

2.17 Inthe very nature of things, every employee who lives long enough, reaches a stage of  dimini-
shed out-turn of work or what may generally be called non-productive years. That may, speaking
generally again, be said to be the responsibility of his employer for whom he has spent the best years
of his life. Ina welfpre State, that may nlso be said to be the responsibility of the government (where
he is not in its employment) and, in more modern society, it may also be said to be the responsibility
of the individual.  So all three pamely, the employer, the government and the employee or one or
the other of them, may be expected to contribute towards the pension according to the social or admi-
pistrative set up of the country or society where the individual undertakes the <ervice, but the one
commaon feature 2nd object of pension i3 to provide for the old age of the employee for the simple
repson that time hos eroded his capacity to carn snd he is unable to provide for himself. 1n a country
like ours where we have salemnly resolved to constitute it into a “Socialist” republic and to secure 10
us all social and economic justice (Preamble), it behoves the government to take care of ity emplo-
yees by providing terminal benefits like retirement pensions when they become entitled to them, We
may refer to the directive principle of the State policy enshrined in Article 39(a) of the Constitution
that the State shall, in particwlar, direct its policy towards securing that the citizens have the right
lo an “adequate means of livelihood™.  Thigin itself is a beacon of light and hope to an aged employee
whn has given his best to the service of the State and who by the unavoidahle Jaw of nature falls in
the ever increasing trap of old age aud its consequences which, pushed to the extreme, would deprive
him of his vitality and extinguish his power and capability to earn his livelihood.  If, such a citizen i
an emplovees of the State, i it out of the ocdinary, and not us of a Constitutional directive, that the
State shonld apprecite ite duty to provide for bim by means of a pension and/or other terminal
benefit 7 1tinheres in the eoncept of such a provision that it should be “adeguate™.  Rut to put the
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matter bevond controversy, ¢clause (a) of Article 39 itself dirccts. that thée means of lvelihood shall be
“adequate”. And for an old and infirm employee with ever diminishing capacity to earn, the means
of livelihood has to be within his reach. The concept of ‘pension’ therefore carries within it the
germ of certainty, periodicity and “adequacy”. But what is adequate, depends on a pumber of
factors and one important factor is the capacity or financial resources of the employer. We had
occasion fo refer to Article 43 of the Constitution while considering the question of ‘living wage’,
and all that we could say was that it was possible, even in our circumstances, to make an effort to
inch towards that elusive goal. We think we roay reasonably say the same for the pensionary bene-
fits of central government employees and content ourselves by boping that the effort to provide
adequate pensions to them will continue.  Qurs is a Socialist State and the fundamental aim of social
security is to give individuals and families the confidence that their level of living and quality of life
will not, in so [ar as possible, be greatly eroded by any social or economic eventuality, including the
age of superannuation or on-coming disability. The aim should really be provided that even in
retirement, if the employee has been carefu) end prodent, be may live and maintain his residuary
family in a way and at a standard considered reasonable by the society where the belongs, taking into
account and tendency for prices to increase by inflation or, in other words, making cost-of-living
adjustments as and when necessary. 1f we may say so, this is a concomitant of the very concept of
pensionary  benefit.

2.18 As is obvious, the concept of pension involves recognition of the principle that there is an
obligation to help the person who was in public employment and had reached the age of superannua-
tion or been incapacitated from rendering further service. At the suime time, as has been explained in
Encyclopaedia of the Social Sciences, volume eleven, “administrators and civic leaders interested
in the improvement of government services formulated the idea of the pengsion as an eflicicney device,
necessary for the orderly and humane elimination of superannuaied and disabled empivees no longer
able to function efliciently, for the proper operation of the system of promotions, for the attraction
of a better type of employees and for the improvement of working morale.”  The concept of pension
is thus not restricted to the benefit which accrues to the employees personally but is more pervasive,

2.19 Before proceeding further, we think it will be advantageous to extract the following paragraph
also from the *Encyclopaedin of the Social Sciences, volume eleven, on the doctrinal
approach to the question of pensions,—

“A doctorine recently advauced and more far reaching in ifs implications regards the public
service as the logical pioneer in the meeting of the old age problem as it allccts the wage
earner in modern society. This doctrine considers a pension as @ compensation paid to
the employce for the gradual destruction of his wage carning capacity in the covrse of
his work, Retirement being a proper charge against the employec’s entive period of
active service the employer should make contributions toward the employee’s enveniual
retirernent during cach year of service of the employee, in a manuer ¢imilar to that in
which he annually sels aside a reserve against depreciation and a absolescence of his plant
and machinery. TPensions, according to this doctiine, are an absolutely indispensable
complement of wages.”

2.20  But even though the government service pension scheme in our country is non-contributory,
it has been contended, again by way of doctrinal approach, that this is not rcally so and that some
allowance is made for the missing contribution while determining the salarics.  We do nof, however,
consider it necessary to pursue any such inquiry for purposes of our report.

2.21 The fundamental question, however, remains: What is the aim of pensions?
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Professor Harry Calvert, in his “Social Securify Law"’, second edition, has started the chapter
(9) on “Retirernent Pensions” with the basic truth that “'the most predictable soutce of need is the
inability to provide for oneself due to old age. One may, with luck, live and yet avoid unemploy-
ment or widowhood—not senility”,  Man is therefore looking for means to provide economic securi-
ty in the fall of his life and that stands out as the prirae aim of pension. It may be that a prudent
person may make some personal savings, and it may also be that retirement is postponed for a while,
but these are partial solutions in given cases and cannot be of universal application. Prices undergo
change and if it is anupward trend, as is likely, the aim of pension should also be to maintain its
level s far as possible.
2.22 But is not level of living 21so of importance? Speaking generally, the pensioner is an elderly
person, and it may well be that his family r2sponsibilities have lessened with the passage of time, but
should it not, all the same, be the aim of pznsion to provide a reasonable standard of living to him
and his family7 Medical facilities often become more and more necessary and costly as age advances.
It may therefore be said with some justification that provision of such facilities should also be the
aim of a pension scheme. But that will Yargely depend on the capacity of the State to provide for
them. We content ourselves by saying that the aim of pensions is both social and economic and
while the government trics to do what it can, it will not be unrcasonable to expect that the employee
will behave like a prudent man and make such additional provision for the discharge of his responsi-
bilities in old age as may be necessary.

2.23 Wedo realise that it is not always possible to foresee the socio-economic changes and it may
well be that they may cause severe dent in the plans of an employee. It may therefore be reasonable
to expect that a scheme of pension adjustment may be thought of in advance.  In the case of employ-
ces of the government, it will be reasonable to expect that the method of adjustment will be inspired
by considerations of fairness and social justice within the resources of the State,

2.24  Thatleaves the content of *pension’ for consideration. At the inception, dating back to olden
times, pension was essentinlly a grant by the employer for service rendered, or as a matter of patro-
nage. Pension is now as of right, and/or by purchase or contribution according as the society has
developed or the individual has thought it proper to plan for his old age. But pension of the type
defined by us for purposes of our examination and report is restricted to periodic payments for past
services rendered by the employee himsell or by the spouse or parent of the beneficiary.  The bene-
fits are of various kinds and we shall refer to them elsewhere,

2.25 Asthe basic purpose of a schenie of pensions is to give the employees and, through them, (heir
families, the confidence that they will not be leftl in penury when the bread-winner retires from ser-
vice or is incapacitated or dies, and that the State will help them to maintain a level of living which is
not far below the level to which they had been accustomed, certain other expectations may be said to
arise. These expectations may not be obligatory, or even consequential, but it may be diflicult to
say that they are nnreasonable. Thus, the expectation that the employer will try to provide some
medical help will not be unjustified.  The extent and degree of that help may depend on the capacity
or resources of the employer, or the facilities available at the place where such help is required, but
help to an ailing retired employee may be said to fall within the content of a pension scheme.  So
also, it will not be unreasonable to expect that where the employee dies while in the service of the
employer, or as a result of an ailment or injury arising out of employment, the employer wilf provide
the dependants with a family pension for such length of time or period as the circumstances of the
family may require.  Allied with this is the concept of group insurance. A progressive and forward
looking employer may think of beneliting his employees by providing or encouraging some such
scheme to supplement the benefit arising out of pension.
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2,26 Where the conditions of service of an employment are rigorous or less advantageous or re-
quire the employees to retire at a very early age, the employer may think it necessary not only to give
them certain specified facilities alter retivement, but also makez genuine cffort for their rehabilitation
in other employment or occupation, Then there are  certain employments where the employer
(like Railways) may think it reasonable and practicable to provide limited travel and transport faci-
lities to their retired employees.

2.27 The ‘content’ of pension is therefore variable according to the conditions of the service, the
reasonable expectations arising out of it and the resources of the cmployer. 1o a well developed
society, where social securily and welfare is becoming an ever growing obligation of the State, the
content of ‘pension’ is also growing from day to day. In fact in some countries like United Kingdom
the right of pensioners of and above the age of 80 to an extra provision for the extra and longterm
needs of the aged, was recognised by way of ‘age addition’. The content of social security ‘pension’
is therefore ever widening as it should.

2.28 Broadly speaking, there are two methods available to the employer to meet his financial com-
mitment for pensions: the “pay-as-you-go” (PAYG) or current dishursement approach, and the
“funded” plan approach. Under PAYG, the employer pays each retired worker his pension as cach
payment becomes due, the outlay being provided out of current operating income, and it is treated as
part of wage or salary costs. Thatis the approach adopted n our country for payment of the pensions
of central government employees. It is the State, or the socicty as a whole, which supplies the
resources for payment of pensions from its revenues, Under the “funded™ plan approach, the em-
ployer estimates the amount of future expenditure on pensions and sets aside the necessary funds
for it. In most developed countries, the funded plans are contributory.

2.29 Thus, in its meaning, concept and content, payment of ‘pension’ is an effort by the cmployer
to give what he can to one who has served him, or to his dependents, A benevolent or good employer
makes an honest effort to maximise the benefit and is able to obtain eflicient service. The other
emaployers get less in return and are often enmeshed in diflicultics,

2.30 But with the best of effort and intention, the task of determining peraian is difficult, It has
to be appreciated that the management of a large organisation with five million employees is not an
easy task, and government may be better understood as a large, complex, public organizalion and not
merely just another large organisation.  The determination of terminal benefits of so many emplovees
will be difficult without first deciding what they should provide. Teving L Dearnly, while writing
for “The Unfinished Agendafor Civil Service Reform —huplications of the CGrace Commission
Report” (The Brookings Tnstitution, Washington D.C.), obszrved that a retire ment plan should
be intended to provide an orderly means of retirement for older employees.  His views*have
heet summarised as follows,—

“The plan should provide a measure of financial security that is on the average competitive with
that provided by major competitors for employment. It should take into consideration both
social sccurity and some portion of personal savings so that the system approximates the income
needed to maintain the prereticement standard of living for carcer employees without being
excessive.  In addition, the retircment system should consider an employee's contribution to
the organisation in terms of years of service and the employee’s salary at the poinl of refirement.
Furthermore, the system should be favourably regarded by employees and retirees™.

We subsenibe to these objectives, but they have been atated in general terme,
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2.31 Thz question is: what fastors should be taken into consideration for determination of pen-
sion? The Third Cay Commission®* made a mention of the “principles governing grant of pension™,
In paragraph 21 of Chapter 60 on “Death-cum-Retirement Benefits”, they stated that there were
“certain underlving principies governing the grant of pansions™ and followed that up by saying that
an employee was not cligible for pension unless the qualifying service was paid for and was rendered
in a post undzr the government and the employee was the holder of a substaniive appointment at
the time of retiremant, that pension was not sanctioned as a matter of course and the sanctioning
wihority hed the power to malke such reduction in the amount of pension as it thought proper, and
also that future good conduct of the pensioner was an implied condition of every grant of pension
and its continvance ia future, i we may venture to say so, what the Third Pay Commission men-
tioned were rulss for ‘eligibility” to claim pension, or *conditions’ for grant of pension, but they may
not, perhaps, be said to bz the ‘principles’ for the grant of pension.  We realise how difficult it is to
find out and enunciate the fundamental or essential nature of ‘pension’, or its doctrinal approach,
We have made a mention of the micaning, concept and content of ‘pznsion’ to the extent we could,
but what we have mentioned is not a statemznt of the prinziples governing the grant of peasion.  As
in the case of determination of pay, we feel that it will serve our purpose if we simply mention the
‘factors’ which should be taken into consideration in determining pension and we content oursclves
by doing s0.

2.32 Theege at which various categories of employees of the central government retire, is one of the
factors to be taken into consideration for determining pension. Thus, if an employee retires at the
carly age of say 33 years bzcaus2 of th2 exigsnziss of his service and for no fault of his own, it is a
factor to reckon whether his pension should not have an element of compzasation {or his predicament
for he is left withont employms=nt at a very early age when he may nol have been able to mect his
family recpensibilities and make adequate provision for his life after retirement.  On the other hand,
it will also b2 a factor to reckon that he will have better prospects of employment at the carly age
of 33 years than a person retiring at the age of 58. The age of the ecmployee is therefore a factor
to be taken into consideration in determining pension,

2.33 The state of health of the employee is another factor. Thus, if an employee s retired because
of physical disability, it will be worth examining whether the disability arose in the course of cm-
pleymaent and bacause of it, or it had nothing to do with his employment or its nature. Dut even
where the disability is unconnected with the employment but is substantial, a kind or good ciiplo-
yer may take a compassionate view in providing appropriate relief in such cases.

2.34  Another factor to be taken into consideration is length of service of the employce. ‘Thus, a
person who retires after 30 years of service or more, will be justified in thinking that he is entitled to
more pension than a person who retires alter 20 years of service for if pension is given for past service
of the employee, it is natural to expzact that it will increase with every appreciable incraass in its span.
Higher pension is, in fact, often regarded as an incentive to long service. Tt moy nlso be that the
rules or conditions of service of a person may provide for his retivement at an advanced age when
there may be no prospect of his reemployment or no means for adding to his incoma. 1t will not
be unrcasenable for such an employee to hope that these circumstances will be taken into considera-
tion in determining the pension.

2.35 'The pay which an employee gets, is also a relzvant factor for, as has been stated in “Public
Secter Pension” by Cerald Rhodes?, pension “aimed to provide in most cases an allowance some-
what sinaller than the pay which the man bad been receiving”. Pension is, in fact, often calculated

K Rl‘nr. 01 "l“ Third Centrel pry Commission, Volume 1V Chapter €0, page 46,
¢ Page 471
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on the basis of pay last drawn, or thz average pay over a presciibed nmmber of years of service, Some
good employers may think of going to the extent of granting o pension equal to the pay last drawn
by the employee. But the amount of pay is a factor to bz taken into consideration.

2.36 The state of development of the scciety in which the employee serves is ancther important
factor which bears on his pension. For instavee, in £ngland where the institution of pension started
as a service benefit for certain special groups liks Civil servants, the State ultimately intervened to
provide pensions for the citizens gene mly Al were Lo covhi‘c-utc and all were to be entitled to the
beri fits of the scheme, and 2¢ & White Paper® pat it, thet gove “concrete expression. ... to the soli-
daiity and urity of the nation™.  Public servants were thus lw- vght for the first time within the scope
of the Stite i-v" rance, paying contributicis and receivipg beorefits on the same terms s everyone
else. That, in Tuct, took the pension of the lower paid stail very near the retiring salacy,  So the
economy of the State is a factor which bears on determinaticn of pensions.  Connected with this is
the ¢ ‘kor foctor whether the covloyee i ..nti‘,hd (o any otz cocial benelit in addition to pension.
It wili L2 reasonable to welie that also inte consideration while cxamiring the sufficiency or otherwise
of the pensicnary Denefit,

2.37 The political philosopliy to wlich the Sizis has corumitied itselfl is also a relevant factor,
Thus, in a country like ours where the Preamble to the Constitution itself declares that tie people
had soleinnly resolved to constitute it into a “Soclalist” democracy and to secure to all of the ils citi-
zenis “Justice, social, economic and pelitical™,; it will be guite recsonable to hope that an honest cﬁ'ort
will be made to achieve that objective. We have refirred to (iis and the Directive Principles of State
Poiicy mentioned in Part IV of the Constitution while dealine with the factors v/hiich should be taken
into consideration in pay determination, in Cliapter 7 of Pari ! of our Report, and it is not necessary
to refer to them again.  So if seeuring a ‘living wage’ to all werkers is an endeavour to make, and il
we have the will to inch towasds that ideal even though it is known to be elusive, we shall be justified
in remembering it while considiering the question of determinution of pensions.  We should not,
however, be understood to say that pension should be a living wage.  We have not said so even in
the case of pay, and could not possibly say so in the case of pension,  All that we want to convey is
that the politica] philosophy of the &tate is also & relevant factor in defermination of pension,

2.38 In some countries, some pensions are contributery, or, at any rate, som» separale schemes of
pensions are contributory.  People subscribe to such schemies because of the additional benefit they
provide, Tt may also be that by providing for some clement of contribution to an otherwise simple
service pension like the ene sdmissible to a government cmplcyee, a higher pension may be admissi-
ble to him. Such contributicns may be optional, or compulsery, and may or may not provide
tax refief.  But the existence of such schemes may be a relevant factor in determining what wiil be
a proper or a suitable scheme of pensions.

2.39 Then itis also of relevance to take into consideration ary benefit that may be available in addi-
tion to pension, after retirement, Thus, il gratuity or free or concessional medical treatinent is ad-
missible to a pensioner, or if he is entitied to the supply of provisions (or some of tliem) at & concess-
ional rate, that also is a factor to reckon.

2,40 Whether provision has been made for widows is‘quite a sericus question in these days when a
compichensive view is taken of the pensionary benafit,  Where such a benelit exists, the cmple Jyce
mey content himscll with a lesser pension for himself.  Widows, no doubt, try to take up emiploy-
ment, but the benefit of a pension for them, or for the family is an atiractive benefit by itself and
deserves to be taken into consideration.
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2.41 Traditionafly, pension . :re unalterable, but that was because the value of money was stable,
Now that this has ceased to - e oo, a serious question for consideration is whether pensions should be
adjusted in line with rise in cost of living, or inflation, It has to be appreciated that while a pensioner
and an incumbent employee both sufler from erosion of the real value of his income, the pensioner
is less eauipped to find a remedy because of his age and other disabilities to make good the deficit,
It seems therefore that there is no cscape from the concept of adjustment in view of the persistent rise
in the cost of living, and we feel that the sooner this is realised, the better. What should be the
extent to such adjustment, is another matter and depends on the magnitude of the problem and the
resources of the employer. But if the concept of revalorisation is accepted as a factor in the deter-
mination of pension, it will provide greater relief and saiisfaction to the employces and reduce indi-
vidual uncertainty.  Asis obvious, a person may be willing to aceept a sornewhat lower rate of pension
calculation if he is assured that its value will not decline appreciably.

2.42 There has been a steady increase in the number of pensioners.  And that trend is likely to
continue not only because of the steady growth in the number of central government emiployces but
also because of higher expectancy of life in general.  The resources of the cmployer are therefore of
prime imporiance in determining the quantum of pension in a pension scheme for the ebvious reason
that no employer can be expected to pay what it cannot afford.  We had occasion to deal with thig
aspect of the matter in Chapter 4 of Part I of our Report.  Some countries have thought it necessary
to examine the working of their pension schemes, not only with reference to the arrangements for
their funding but also because of the desire to provide a better alternative wherever possible, We
have made a reference to the PAYG (pay-as-you-go) method instead of funding. It may be worth-
while mentioning that in its recent Green Paper on Social Security, the British government has pro-
posedd the phased abolition of State Earnings Related Pensions Scheme (SERPS).  That has been
done not merely because of its future cost but also with a desire to"‘reinforee personal independence
... widen people's opportunity {o make their own choice [and]. .. .encourage. ..earning and saving”,
We do not have SERPS or any scheme like it in our country, but the objective bebind the Green
Paper is there to ponder over. It is also remarkable that while the Social Security Act of 1985, pro-
fessed to amend the law relating to occupational pensions, ete., the Green Paper on Social Security
came scofi on ils heels. Tts purpose was, no doubt, to raise a debate on SERPS, but it highlights
hosking’s* observation that “Britain is a country of changing attitudes”.  We may not think of
such quick changes in our perception on pensions, but we should not at Ieast think of giving a much
too rigid or circumscribed meaning to ‘pension for, as it happens, it is the last resort of a person who
has glven his best to his employer and has nowhere else to look for his sustenance.

2.43 One more factor degerves particular mention. It has been declared to be the law of the land
in Nakara’s case thal pensioners form a clags by themselves and this class is not divisible for purposes
of catitlement and payment of pension into those who retive ‘Before” and those who retire  “sfter”
certain date arbitrarily fixed for the purpose.  Any such classification will be unrelated to any prin-
ciple and will be diseriminatory and violative of article 14 of the Constitution. This being thie law,
the factor to reckon is that if the formula for computation of pension undergoes a change, it will
work bacl: {or the benefit of those pensioners who had retired earlier and were not entitled to its benefit
when they retired,

2.44  But whalever the scheme of pension, care will have to be laken to ensure that it is not such as
to act as a disincentive to savings or breed waste or extravagance or undermine the incentive lo work,
including re-employment or part-time work wherever available. It may, in fact, be in the interest
of the society that the State should explore the possibility of utilising the experience and  expertise
of its good and uble pensioners as best as possible and it will not be unrcasonable (o expect that the
pensioners will look on such opportunities not merely as means for carning what they can but for
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* Pension 3ohemes and Rotirement Beneflts, third editlon, page i.
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y capability as ure

serving their country even in retirement and making good use of their capacit
| individual frostra-

ful citizens of the socicty. At any rate that may serve as an opportunity to avnic
tion and ebhing sclf-confidence.

2.45  Allin all, good pensions, like any thing good should be carned working life and valued during
retired life. .



CHAPTER 3
RETIREMENT BENEFITS OF EMPLOYEES UNDER STATE GOVERNMENTS

5.1 We are required to examine the pension structure for pensioners—both past and future—
having regard, among other relevant factors, to the retirement benefits available to employees of state
governments, ete.  'We therefore considered it necessary to take note of retivement and post-retire-
ment benefits admissible to state government employee.

3.2 With a view to collecting the information from the states in regard te pension structure and
related matters, a proforma was deviscd! and sent to all the state.govermnents for completion.  We
have received, inter alia, information on different kinds of pensionary benefits available to state govern-
ment employees. Most of the state governments have generally been following the genfral pgovern-
ment pattern for grant of pensionary benefits to their employees, Even changes made from time
to time in various rules with regard to these benefits by the state governments appear to have been
influenced by the improvements made by the central government. Some of the differences in the
pensionary benefits of the state government employees have been discussed in the succeeding para-
graphs.

3.3 The benciits available to retiring state government employees are pension, gratuity, leave encash-
ment and commutation of pension. There is also provision fer payment of family pension. The
concept of reckonable pay in the preceding ten months is generally being used in the determination
of pension by the state governments. The governments of Warnatala, Orissa and Rajasthan take
into account the last pay drawn instead of average pay of 10 months for determining the amount of
pension, whereas Gujarat government permils averaging to be done on the basis of emoluments
crawn in the last 10 months or 20 menths or 36 months whichever is beneflicial (o the emnloyee, In
regard to qualifying service for earning full pension, which is generally 33 years, the governments of,
Janmynu and Kashmir, Kerala and MNagaland permit full pension for gualifying service of 30 years

3.4 The determination of pension on slab system is prevalent in most of the states.  ITn Haryana and
Karnataka, the pension is worked out at 50 per cent of the average ervoluments and last pay drawn
respectively.  ITn Sikkim, the rate of pension equals average pay multiplicd by the ninuber of complet-
ed years of service divided by 80, Most of the states have preseribed both the lower and the upper
limits of supzrannuation pension, The minimum pension ranges between Rs, 150 and Rs. 334 per
mensem at varying index levels under the state governments, Most of the states have an upper  ceil-
ing of pension of Rs, 1500 per month as was the position under the central government before March
31, 1985. The upper limit on penson was Rs. 1750 per month in Kerala and Rs. 1ICO per month
in Meghalaya.

3.5 Most of the states allow commutation of pension to their employc=s.  In Kerala, 50 per cent of
the pension is allowed to be commuted whereas it is generally 1/3rd of the pension in other states.
Restoration of commuted portion of pension is not permitted under central government.  However,
a numbzr of states have permiited the restoration of commuted pension alter the stipulated period
ranging from 10 to 15 years or on attaining the specified age of about 70 years or so.

3.6 Most of the states are following the central pattern for payment of gratuity. The maximum
amount payable on retirement/death in Andhra Pradesh is Rs. 30,000; in Assam, Gujarat, Haryana
and Meghalaya, Rs, 36,000; in Jammu and Kashmir and Tripura Rs. £0,000; in Kerala, Rs, 45,000
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and in Sikkim, Rs. 25,000, In Haryana and Punjab, Payment of gratuity is based on 17 1/2 months
emoluments for class IV employees. In Madhya Pradesh, maximum gratuity payable is limited to
15 months emoluments while Andhra Pradesh allows payment of gratuity to a maximum of 20
months emoluments.

3.7 Most of the states are following the central pattern for grant of family pension with a ceiling.
Some of the states have not adopted the slab system followed by central government for calculation
of family pension. In Haryana, the family pension is calculated at the rate of 50 per cent of normal
pension subject to a minimum of Rs. 125 and a maximum of Rs. 500. In Orissa and Tamil Nadu,
the normal family pension is 30 per cent of the last pay drawn whercas in Madhya Pradesh, the family
pension is calculated at the rate of 50 per cent of the last pay drawn or ol the amount of pension
calculated by giving weightage for service the employee would have rendered till  superannuation.

3.8 The post-retirement benefit generally given to pensioners is dearness relief on pension.  Most
of the states appear to be providing dearness relief to their pensioners on a basis similar to that provid-
ed under the central government., However, in Tamil Nadu, the relicf to pensioners is given on the
same basis as for serving employees. There is considerable variation in regard to the medical facili-
ties given to pensioners under the different state governments.

3.9 Thus, we find that the retirement benefits in diflerent states are generally on the existing central
government pattern except in regard to the restoration of commuted value of pension.  We have kept
this in view while formulating our recommendations lor central government employees and pensioners.
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CHAPTER 4

RETIREMENT BENEFITS OF EMPLOYELS IN PUBLIC
SECTOR UNDERTAKINGS

4.1 We are required to examine the pension structure for pensioners—both past and future—
having regard, among other relevant factors to the retirement benefits available to employees  of
the public sector undertakings, State Governments, ete.  The benelits l}\'ﬂil:-l(‘](;: to C}TI])IU)'CCS of
public sector undertakings (PSU) at the time of retirement are mostly n the form of employer’s
contribution to provident fund, gratuity and facilities for leave encashment.  Family pension scheme
has also been adopted by some of the PSU under the provisions of the Employees’ Provident Fund
and Miscellaneous Provisions Act, 1952; this scheme is different from the family pension scheme
applicable to Central Government employees.

4.2  Asalready mentioned in Part 1 of our report, the term PSU does not appear to have been
defined as such. We have restricted our examination to the undertakings covered by the Public
Enterprises Survey of the Bureau of Public Enterprises and a few financial mstitutions including
insurance corporations. With a view to collecting information frem PSU in regard {o retirement
benefits and other related matters, a proforma was sent to them, We received information frem over
150 instilulions,

4.3  The employees in PSU are mostly governed by the contributory provident fund scheme
(CPF). The CPF and other retirement benefits are available to public sector employees under various
clauses of the Employees’ Provident Fund and Miscellancous Provisions Act, 1952 as amended from
time to time. The Employees’ Provident Funds schere framed under the provisions of this Act
stipulates that a contribution varying from 6.25 per cent to 8. 33 per cent of the monthly salary (basic
wages plus dearness allowance) together with a matching contribution from the employer will be
deposited in a public fund to be operated by the Central Government. The rates of contributions to
CPF (both employees’ and employers’) are mostly cither 8 per cent or §.33 per cent of the monthly
salary. The present rates of interest on accumulations in provident fund range from 10 to 12 per cent
with a few exceptions.

4.4 A few PSU have limited pension schemes. These are @ (i) Bharat Process and Fngincers 1.4d.,
(i) Garden Reach Ship Building Engineers Ltd., (iii) Lagan Jute Machinery, (iv) Madras erti-
lizers Lid., and (v) Madras Refineries Ltd. Even in these undertakings, the pension schemes have
some limitations/restrictions v.g. pension is in lieu of gratuity in seme cases, in seme  other cases
it is restricted to clerical stafl only. The Madras Refineries operates a pension fund wherein the
annual contributions are made only by the employer and the pension is payable to all enployees
including officers. The information given by Madras Refineries in this regard is at Anrese 4.1,
4.5 There are a few PSU where the stall originally came on deputation/transfer from Contradl
Government departments. Such stafi” have been permitied to retain their pensionary benefits,  Fxam-
ples of these are Food Corporation of India, Hindustan Salts Lid. and Central Coal Ficlds 1.td.
4.6 Many of the PSU have introduced in 1971 a Tamily pension scheme for employees dying
m harness. The benelit of deposit linked insurance scheme has also been extended to (e employees
ol PSU in 1976, The family pension is being paid under the provisions of Employees” Tamily
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Pension Scheme, 1971 formulated by the Central Government under the provisions of Employces’
Provident Fund and Miscellancous Provisions Act, 1952. The details of the scheme arc given n

the Annexe 4.2.

4.7 Besides the CPF and family pension benefits, the public sector employces also bave a gra-
tuity scheme framed under the Payment of Gratuity Act, 1972, Gratuity is payable on completion
of continuous service of 5 years on superannuation, reticement, resignation and death during service.
Amount of gratuity is calculated at the rate of 15 days® wages for the last month for every completed
year of service or a part thereof in excess of 6 months. The maximum gratuity payable is limited
to 20 months salary i.e. basic pay-+DA. A few undertakings follow the Central Government pattern
for payment of gratuity, wherein the gratuity amount is restricted to 16-1/2 months’ salary. There
is no ceiling on gratuity amount in the insurance corporations viz. General Insurance Corpora-
tion, Life Insurance Corporation, etc.

4.8  In regard to post-retirement benefits, there are a few undertakings which permit medical
trealment/reimbursement on payvment of specificd rates of contribution by (he retirees.



ANNEXURE 4,1
s (See paragaph 4.4)

‘Details of Pension under Superannuation Scheme in Madras Refineries Ltd., Madras

The Table below indicates the Fund for each employee,—
The Deferred Annuity—with return of premium scheme rates—single premium-—jfrom 1-11-1974.—
adjusted rates

Deferred period Factor
1 1.000000  1.000000
2 1.039728 2.039728
3 1.125226 3.164954
4 1.207933 4.372887
5 [.292474 5.665361
v 6 1.380758 7,046119
7 1.473861 8.519980
8 1.572154 10.092134
9 1.676418 11.768544
10 1.787406 13.555950
11 1.904907 15.460857
12 2.030210 17.491067
13 2.163612 19.654679
14 2.305103 21.959782
15 2.456037 24.415819
16 2.6165 27.032319
17 2.787845 29.820164
18 2.969474 32.789638
19 3.163756 35.953394
20 3.369045 39.322439
21 3.589762 42.912201
22 3.823361 46.735562
23 4.072822 50.808384
24 4.338583 55.146967
25 4,6215 59.768467
26 4.921018 64.689485
217 5.243014 69.932499
28 5.581291 75.513790
29 5.948486 81.462276
30 6.334326 87.796602
31 6.743998 94, 54006
32 7.18236 101.72296
33 7.656795 109.378755
34 8.153282 117.532037
35 8.678296 126.210333
36 9.240436 135.450769
37 0.851246 145,302015
38 10.481082 155.783097
39 11.173.184 166.956281
40 11.889193 178. 845474




e ———

The First column indicates the term of future service, The sccond column gives the amount
to which a unit premium accumulates to at the end of the number of years indicated against the same.
The third column gives the amount to which payment of unit premium every year for the appro-
priate term will accumulate. For example, an employee, whose date of birth is 1-8-1953, joins the
superannuation scheme on 1-11-1978, his future service is 33 years (retirement age 58 years). Let
us assume the company contributes Rs. 500/- as on 1-11-1978. On a reference to the Table for term
33 years, it can be seen that the payment of Rs. 500/- would accumulate to Rs. 3,827.90 (7.65595 X
500) on normal retirement date. Let us assume that the contribution in respect of the member
increases to Rs. 550/- per annum from 1-11-1979 onwards. As on 1-11-1979, his term of future
service would be 32 years. Referring to the third column of (he Table against the term 32, it is seen
that a payment of unit premium every year for 32 years would accumulate to 101.72296.  Assuming
that the premium remains constant at Rs, 550/- per annum from [-11-1979, these premia would
accumulate to 550%101.72296=55,947.63. The total accumulation in respect of the member
would be Rs. 55,945.634-Rs.3,829.90=Rs. 59,775.53. The pension per annum payable monthly
for 15 years certain and life thereafter for retirement age S8 corresponding to an accumulation of
Rs. 1,000/ is Rs. 85.80. Therefore, the member would be eligible for a pension of Rs. 59,775.53/
1000 85.80=Rs. 5,128.74 per year. The monthly pension is 1/12 of this amouut, viz. Rs. 427.39.

Alterpatively, with the same dates of birth and joining the scheme as above, and if the com-
pany's contribution as on 1-11-1978 is Rs, 1,000/- and the anpual contribution from [-11-1979 is
changed to Rs. 1,100/- then the monthly pension payable is Rs. 854.79. This pension is payable
for fifteen years certain and thereafter for life. A covered employee, at his option, can commute
upto 1/4 of the pension amount and the uncovered employee upto 1/3 of the pension amount.
If commutation is opted, then the monthly pension will get correspondingly reduced by 1/4 in the
case of covered employees and by 1/3 in the case of uncovered employees.

Source : gjak]cn from Brochure on Grafuity-cum-Superannuation Scheme issued by Madras Refineries Limited, Manali,
nadras,
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ANNEXE. 4.2
(See paragraph 4.06)

Salient features of the Family Pension Scheme 1971 formulated by the Central Government in exercise
of the powers under Section 64 of the Employees’ Provident Fund & Miscellancous Provisions, Act,
1952.

According to the Scheme, from an out of the contributions payable by the employer and the
employee to the CPF, a part representing 1-1/6th per cent of the employee’s pay (i. e. basic payv plus
dearness allowance) along with an equivalent amount from and out of the employers’ contribution
is remiited to the Family Pension Fund Account maintained as a public account by the central
government, The central government also contributes at the rate of 1-1/6 per cent of the pay of the
members of the fund to this account. Monthly rate of family pension in the event of death before the
age of 60 years is 30 per cent of pay subject to a minimum of Rs. 60 and a maximum of Rs 320
for employees in higher pay brackets. The above pension becomes admissible only il the employee
had contributed to the family pension fund for a period of not less than one year. In the event of
death of an employee after having been a member of the fund for at least 7 years, the family pension
payable shall be at 50 per cent of ths last pay drawn limited to twice the Family pension ordinarily
payable, for a period of 7 years from the date of death or till the employee would have attained the
age of 60 years, whichever is earlier, A lump-sum of Rs, 2,000 as life assurance benelit is also payable
over and above the family pension to those families which are not entitled to the enhanced family
pension rates. There is no provision for payment of a family pension in the event of death after
retirement, as is the case in the central government. All employees op attaining the age of 60 years
or on cessation of membership from the pension fund are entitled to withdrawal benefits according
to a pre-specified formula.



CHAPTER §
RETIREMENT BENEFITS OF CIVILIAN EMPLOYEES

5 1 ‘The retirement benefits admissible to civilion central government employees mainly consist
of a superannuation or retiting pension, death-cum-refirement gratuity (DCRG), encashment of
earned leave and facility (o cornmute a portion of pension. Employees who have opted for contri-
butary provident fund (CPF) scheme are poid CPF accumulations und cash equivalent of carned
leave. However, railway employees who have opted for the CPF scheme also get, in addition, the
benefit of special contribution to provident fund scheme which is in the nature of DCRG. We have
dealt with commutation of pension and the CPI¥ scheme elsewhere, Encashment of carned leave on
retirement has been dealt with in Part T of our report,

5.2 The main features of the system of superannuation/retiring pension are (i) : that pension is
non-contributory: (ii) it is liable to be with held in certain circumustances; and (iii) it is subjeet 1o
future good conduct of the pensioner.

5.3 The main elements which go into computation of pension are the lIength of qualifying service
of the retired emplovee, his reckonable emoluments and the pension formula, There are also orders
prescribing a minimum pension. The rules and regulations governing these have been modified from
time to time mainly for improving the pensionary benelits of employees. These changes have been
made by government on its own or on the recommendations of Pay Commissions.

5.4 Prior to coming into force of Liberalised Pension Rules, 1950 (LI rules), only permanent
service was treated as qualifving service. However, in the light of the recommendations of First
Pay Commiission, it was provided under these rules that hall’ the temporary service and full quasi-
permanent service, if followed by permanent service, would also count for pension. This position
was further liberalised from April 22, 1950 when the entire temporary service which was followed
by confirmation was allowed to be treated as qualifying service for pension. Under the LP rules,
only periads of earned leave taken by the employee counted for pension. This position was again
liberalised from April 1, 1963 and it was decided that periods of leave for which the ecmployee was
paid leave salary would count as qualifying service. In 1968 and 1976 cven extraordinary leave
granted on medical certificote or for presccuting higher {echnical and scientific studies, ete, was
allowed to count as qualifying service.

5.5 Prier Lo April, 17, 1950, group D employces were eligible for pension only after completion
of 20 years qualifying service, while other employees qualified for pension on completion of 10
years of service. This disparity was removed in the L rules and all employees were made eliaible
For pension after completung 10 years qualifving service. '

5.6 Average emoluments which are taken into account for calculation of pension have twa aspeets
viz., (i) the period over which the average is worked out, and (i) The elements of pay which form
part of the emoluments. Farlier, pension was determined with reference to average emolumenis
drawn during the Tast 36 months of the employee’s service, The position was liberalised witl ellect
from February 29, 1976 when the period of 26 menths was reuduced to 10 months. As regards (he
clements of pay to be included in emoluments, the provision in the LP rules was that anly pay drawn
against a substantive post was treated as emoluiaents. However, the rules in this regard were libe-
ralised twice, cnee from April 22, 1960, when substantive pay plus half of the difference between
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the substantive pay and the pay actually drawn in officiating or temporary appointment was reckoned
as emoluments, and again from June 15, 1968 when all types of pay as defined in FR 9(21) (including
officiating pay) was reckoned as emoluments.

5.7 Earlier, full pension admissible was equal fo 30/60 of emoluments on completion of 30 years
of qualifying service. This was reduced to 30/80 of emoluments in the LP rules. The reduction was,
however, compensated by grant of DCRG at the rate of 9/20 of emoluments for each year of service
subject to a limit of 15 times of the emoluments. Some improvement in this respect was made by
the Third Pay Commission when on completion of 33 years service, full pension was made
equal to 33/80 of emoluments. A major change in the formula was, however, made with effcct
from March 31, 1979, when it was decided that on completion of scrvice of 33 years or more, the
pension would be calculated according to the slab system as indicated below,—-

Averngc emoluments Amount of monthly pension
(i) Upto first Rs. [000/- 50 per cent of average emoluments,
(i1) Next Rs. S00/- 45 per cent of average emoluments.
(iii) Balance 40 per cent of average emoluments subject to a maxi-

mum of Rs, 1500/~ p.m. including relief on pension
payable upto index level 328.

5.8 The amount of pension has also been subject to ceilings from time to time. The ceiling pres-
cribed in the LP rules was Rs, 6750/- per annum. This was raised to Rs. 8,100/~ with efTect from
April 17, 1956, Rs. 12,000/- from January 1, 1973 and Rs. 18,000/~ from March 31, 1979. The ceiling
on pension has been removed from March 31, 1985,

5.9 The minimum amount of pension was initially fixed at Rs. 25/ per mensem with effect from
January 1, 1964, This was raised to Rs. 40/- from March [, 1970, Rs. 60/- from January 1, 1980, Rs,
150/- (inclusive of relief) from April 1, 1982 and Rs. 160/- (inclusive of relief) from April §, 1983,

5.10 Thus, at present full pension under the Central Civil Services (Pension) Rules, 1972 (pension
rules) is admissible to an employee on completion of 33 years of service, If the service is less than
33 years, pension is proportionately reduced. Pension is not admissible if at the time of superannua-
tion the service rendered by the employee is less than 10 years. In such case, only service gratuily
is admissible. Entire permanent service, as also temporary service followed by permanent service-
counts for pension. If the employee remains temporary throughout his service, pension is not ad-
missible except when he has put in 20 years service or more. Dismissal or removal from scrvice
entails forefeiture of past service and consequent loss of Pensionary benelits. Resignation {from
service also entails forefeiture of past service,

5.11 Tt has been suggested that the condition of minimum service of 10 years for eligibility (o
pension may be dispensed with and pension paid even where the service rendered at the time of
retirement is five years or less. A suggestion has also been made that pension should be paid in all
cases irrespective of whether the employee retired on superannuation or was dismissed or discharged.
Improvements in the existing formula for caleulation of pension and for its grant with reference to
last pay drawn have also been suggested. Tt has also been stated (hat if a suitable pension fund is
created it should be possible to pay pension equal to the last pay drawn without any contribution
from the employees.

5.12 We have considered the various suggestions. Pension confers a long term benefit on an
employee covering the entire period of his life and should be admissible only if he has served for a

'1.].
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reasonably long period, We do not therefore favour reduction in the existing requirement of 10
years qualifying service for grant of pension. The normal concept of pension is that it bag to he
granted when an employee has reached (he end of his working life.  "The existing rules permil volun-
tary retirement after 20 years qualifying service with proportionate pension and gratuity subject to
fulfilment of certain conditions and we have nof recommended any change therein in Part T ol our
report,

5.13  An employee is dismissed or removed rom service if he is found guilty of misconduct or
mishehaviour of a serious nature. In such cases, the disciplinary authority while awarding the punish-
ment, takes all the relevant factors into consideration including the fact that the employee shall
forfeit his pension and gratuily. Such an employee may, if the case is deserving of special consi-
deration, be sanctioned a compassionate allowance subject to specified conditions. We do not there-
fore find any justification for changing the existing provision.

5.14 At present resignation from service involves forfeiture of pension. In cases of dismissal
from service, there is provision for giving pensionary benefits on compassionale considerations.
It is therefore suggested that before resignation is accepted, the full circumstances leading to the
resignation may be considered by the appropriate authority so that the question of giving some
terminal benefits on compassionate grounds may also be considered wherever required.

5.15 Under rule 33 of pension rules the expression emoluments means pay as defined in F.R.9(21).
We have given carcful consideration to the suggestion that pension should be based on the pay last
drawn rather than on the average pay drawn during the last 10 months of service. The calculation
of pension with reference to the pay last drawn may not be beneficial to the employees in all cases.
The existing scheme under which pension is calculated with reference to average emoluments drawn
during the last 10 months of service, may continue.

5.16  As per our terms of reference we are required to examine the pension structure having regard,
among other relevant factors, to the economic conditions in the country, the resources of the central
government and the demands thereon such as those on account of development planning, defence
and national sccurity. According to information available the total number of civil and defence
pensioners as on January 1, 1973 and April 1, 1985 were as follows,—

January 1, 1973 About 8.00 lakh
April 1, 1985 —-16.64 lakh

We also understand that presently about | Takh employees retire every year. With the availability
of better medical facilities, the longevity is gradually increasing. More and more pensioners will
continue (o draw pension for increasingly longer periods. All these factors have to be kept in view
while considering an improvement in the existing pension formula.

5.17  Prior to March 31, 1979, pension was equal to 33/80 of average emoluments for all categories
of employees with a cciling of Rs. 1000/~ per month. however, the ceiling affected only a few em-
ployees retiring from posts at higher level. For bulk of the employees there was a uniformity in the
rates of pension. The slabs system introduced in March, 1979, however, made a distinction between
employees in different pay slabs and preseribed three different rates of pension viz. 50 per cent, 45
per cent, and 40 per cent of the avernge emoluments.

5.18 A view has been expressed that the existing pension formula may be rationalised and the
sarlier parity among various calegories of employees in this regard may be restored by allowing 50
per cent of average emoluments as pension in all cases.
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5.19 The existing pay slabs in the pension formula are related to the pre-revised pay structure.
These would need modification in the light of the revised pay structure recommended by us in Part
I of report. The Parliament has in a recent enactment, namely, the High Court and Supreme Court
Judges (Conditions of Service) Amendment Act, 1986 fixed a pension of Rs, 4500/-per mensem for
Judpes of the Supreme Court on salary of Rs. 9000/~ per mensem and a pension of Rs. 4000/~ for
Judges of the High Courts on salary of Rs. 8000/~ per mensem. The pension thus payable works out
to 50 per cent of the salary. Keeping this in view and to simplify and rationalise matters, we reco-
mmend that pension may be calculated at 50 per cent of pay for all categorics of central

government employees.

5.20 There was earlier a ceiling of Rs. 1500/ per mensem on pension. In the Budget Speech on
March 16, 1985, The Finance Minister, inter-alia, announced removal of the above ceiling. This was
made applicable to government employees retiring on or after March 31, 1985, The bLenefit of this
has not so far been extended to past pensioners. The precise reasons for removal of ceiling are not
known. We, however, find that subsequently a ceiling of Rs. 4000/- has been fixed on the pension of
a Judge of a High Court and Rs. 4500/~ on the pension of a Judge of the Supreme Court. We there-
fore recommend that basic pension for government employees may not exceed Rs. 4500/~ per mensem,

5.21 We have recommended improved pay scales in Part I of our report asa result of which
pensionary benefits should improve for all categories of employees, We have also recommended
that various allowances and benefits to employees should generally be related to basic pay only.
We are of the view that pension which confers a long term benefit to government employezs should
also be related to basic pay. We therefore recommend that the reckonable emoluments for purposes
of retirement benefits should be the basic pay which may have the meaning given in F.R.9(21)(a)(i)
and may not include any addition to pay under any other nomenclature.

5.22 The existing pension scheme is non-contributory and is the sum total of various decisions
taken from time to time. We have been informed that government have decided to explore an alter-
native model for pension based on the concept of contributory pension fund, The suggestion for
creating a ‘pension fund’ with contribution of the government and the employees at certain pre-
determined rates has been made to achieve the dual purpose of ensuring a more liberal pension to
the employees on retirement and for its protection against price rise. Presently, a Committee is
engaged in developing a pension plan based on this coneept. In evolving a scheme based on ‘pension
fund’, the government will inter-alia have to consider whether the fund should cover only (he fresh
entrants to government service or also the existing employees, the institutional arrangements for
management of the pension fund by way of creation of a special trust, employees’ response to (he
proposed scheme and all other related aspects.

Service Gratuity

5.23 Where the total qualifying service of an employee is less than 10 years at the time of retire-
ment, pension is not admissible but service gratuily is paid in such cases.  Scrvice gratuity is paid
equivalent to half a month’s emoluments for cach 6 monthiy period of qualifying service upto the
first four years and at 3/8 months emoluments for cach 6 monthly periods the alter. Maximum
gratuity is equal to 8-1/8 months emoluments. Demands have been made that service aratuity
should be made equal to one month’s pay for cach completed year of qualifying service. To rationa-
lise matters, we recommend that service gratuity may be allowed at a uniform rate of hall
month’s pay for each completed 6 monthly period of qualifying service below 10 vears,

Deatli-cum-Retirement Gratuity (DCRG)

5.24 Prior ta introduction of LI rules, pension was equal to 30/60 of emolumenis and there was
ro provision for death-cum-retirement gratuity (DCRG). With effect from April 17, 1950, gratuity at
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the rate of 9/20 of emoluments for each completed year of qualifying service subject to a maximum
of 15 time of the emoluments was introduced. Simultancously, a reduction was made in the pen-
sion which was fixed at 30/80 of emoluments as against 30/60 admissible earlier.

5.25 The rate of the gratuity was slightly improved with effect from April 22, 1960 and made
one-fourth of emoluments for each completed six months’ qualifying service. Subsequently, from
January 1, 1973, the cciling of 15 months emoluments was raised to 16} months emoluments. The
ceilings applicable on maximum emoluments reckonable for DCRG, as also the mazimum amount
of DCRG payable, have also been revised from time to time as indicated below i—
Ceiling on :
Date from which

applicable : Emoluments Amount
reckonable of

for pension DCRG

Rs. Rs.
April 17, 1950 1500 p.m. 22,500
April 17, 1956 1800 p.m. 24,000
Janvary 1, 1973 2500 p.m. 30,000
January 31, 1982 3 36,000
March 31,1985 4000 p.m. 50,000

The present position is that gratuity is aid at 1/4th of emoluments for each completed 6 monthly
period of qualifying service subject to a maximum of 164 times of emolument. The maximum emolu-
ments on which it has to be calculated at Rs. 4000/~ per month and is subject toa ceiling of
Rs. 50,000/~

5.26 The main suggestions made by unions with regard to payment of DCRG are : (i) that it
should be calculated at the rate of one month’s emoluments for each completed year of qualifying
service, and (ii) that it should be calculated on the full service rendered by the employee and not
restricted to 33 years. Suggestions have also been made for raising or removing the existing ceiling,
It has also been urged that maximum gratuity should be equal to 20 months emoluments as ad-
missible under the Payment of Gratuity Act, 1972,

5.27 The revised pay scales reccommended by us in Part I of our report would result in substantial
increase in pay reckonable for pension and gratuity. Therefore, the total amount of gratuity pay-
able to employees will automatically increase in a large number of cases. The provisions of Payment
of Gratuity Act ace not applicable to central government employces whose retirement benefits are
governed under the CCS (Pension) Rules, 1972, as amended from time to time. The ceiling on
gratuity has been revised by government and the amount was raised to Rs. 50,000 in March 1985,
The same ceiling has also been fixed for the Judges of Supreme Court and High Courts, We do not
recommend any change in the existing rules governing payment of DCRG,  As we have made our
recommendaiions regarding death grafuity clsewhere, it issuggested that DCRG may be treated
as retirement gratuity.

5.28 Presently, temporary and quasi-permanent employees who retive after Iess than 20 years of
service are not entitled to pension and DCRG as applicable to permanent employees, They are paid
terminal gratuity at the following rates.—

Length of service Terminal gratuity
Below & years Wil
5 years and above but below 10 years Half a month’s pay for cach completed year of
service.,
10 years and above but below 20 years Onc month’s pay for each completed year of service

subject to a maximmum of 15 months pay or Rs.
15,000 whichever 1s less.
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It has been urged by the unions of employees that payment of retirement benefits should be related
to the length of service rendered by the employees irrespective of whether they continue to be tempo-
rary throughout their service or are substantively appointed to a permanent post. It has been stated
that in most cases the employees continue to be temporary for reasons beyond their control and
accordingly such employees should not be panalised by denying them the pensionary benefits,
A suggestion made by most of the unions is that temporary/quasi-permanent employees who have
completed 5 years of service at the time of retirement should be given all retirement benefits on par
with permanent employees. '

5.29 The question whether pension and DCRG should be paid to temporary/quasi-permanent

craployees on the same basis as is paid to permanent employces was considered both by the Ad-

muinistrative Reform Commission (ARC) and the Third Pay Comissmion. The former recommended

that il a temporary employee had continued in government service without a break for atleast

10 years, all such service, whether followed by confirmation or not, should count for pension and

gratuity on the same scale as admissible to permanent government employees. However, the  Third

Pay Commission recommended that the temporary and quasi-permanent employees should conti-

nue to be paid terminal gratuity only as the character and service of temporary employees was dis-
linguishable from that of permanent employees and also as security of tenure and the attraction of
pension resulted in better candidates joinirg permanent posts than temporary posts, No action

was taken on the recommendations of the ARC though government decided in December, 1980

that temporary employees retiring on superannuation after rendering continuous service of not

less than 20 years should be paid pension according to the provisions of CCS (Pension) Rules,

1972.

5.30  We [eel that employess who have rendered continuous satisfactory service for long periods
should be given the benefits of pension and DCRG as available to permanent employees, At present,
a government employee retiring at the age of superannuation or on being declared permanently in-
capacitated for further service by the appropriate medical authority after rendering temporary ser-
vice of not less than 20 years, is brought within the purview of CCS (Pension) Ruels” 1972 and the
condition of holding a pensionabie post in a substantive capacity is  dispensed with in his case, We
recommend that for such cases the required period of service may be reduced from 20 to 10 years. In
the case of employees whose total temporary service is less than 10 years at time of reticement, ter-
minal gratuity may continue to be admissible as at present.
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CHAPTER ¢

BENEFITS TO CIVILIAN EMPLOYEES IN CASE OF DEATH

6.1 There was no provision for family pension under the old pension rules. A family pension
scheme (FPS) was for the first time introduced with effect from April 17, 1950 along with the Libera-
lised Pension Rules, 1950 (LP rules). Under this scheme family pension was admissible in case of
death of an employee after 25 years of service, Family pension was equal to 50 per cent of the super-
annuation pesion subject to a maximum of Rs, 150 per mensem and was payable for a period of 5
years from the date of death or unexpired portion ol § years from the date of reticement, FPS
was non-contributory,

6.2 Some improvements were made in the FPS with cflect from Aprill, 1957, when the earlier
condition of 25 years service at the time of death of the employee for payment of family pension was
reduce to 20 years. Further, the pension was made payable for a period of [0 years instead
ol 5 years.

6.3 Substantial liberalisations in the FPS were made with eflect from January I, 1964, when the
Family Pension Scheme 1964 was introduced Under this scheme’ familics of government employces
became eligible for family pension where an employee died after completion of one year service.
The amount of pension was related to the pay drawn by the deceased employee at the time of his
death, The rates of family pension were 30 per cent, 15 per cent of [2 percent of pay depending upon
the level at which pay was drawn by the deceased employee. Parents, brothers and sisters were
excluded from the definition of family and the family pension was made payable only to wife/husband
or children of the deceased employee. In the case of wife/husband pension was payable for life or
till re-marriage and in case of sons and unmarried daughter still they attainedthe age of 18 years
and 21 years respectively. The scheme was optional and contributory. The contribution was equal
to 2 months’ emoluments or Rs. 3600, whichever was Iess, and was to be deducted from death-cum-
retirement gratuity.

6.4 Improvements have been made in FPS subsequently. The minimaum amount of family pension
was raised to Rs. 40 per mensem with effect from March 1, 1970, The rates of family pension were
re-fixed on the recommendations of the Third Pay Commission as follows,--

Pay of government employee Amount of family pension per mensein

Below Rs. 400/- 30 per cent of pay subject fo a minimum ol Rs. 60
and a maximum of Rs. 100

Rs. 400 and above bul below Rs. 1200 15 per cent of pay subject to a minimum of Rs. 100
and a maximum of Rs. 160,

Rs. 1200 and above 12 per cent of pay subject to & minimum of Rs, 10)

and a maximum of R, 250,

although FPS  recommended by the Third Pay Commission was also  contribulory, government
decided with elfect from September 22, 1977 not to make deduction: [rom deatl-cum-retirement
gratuity as contribution towards FPS. The other changes made by government subsequently
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were : (i) raising the age limits for eligibility to family pension for sons and daughters from 18 years
and 21 years to 21 years and 24/30 years respectively, (ii) payment of family pension even in
those cases where service rendered by the deceased employee was less than one year if he was
declared medically fit prior to his appointment to government service, and (iii) payment of pension
for life to sons/daughters suffering from mental disability/disorders or if physically crippled dis-
abled subject to prescribed conditions. The minimum amount of family pension plus relief was
raised to Rs. 150/- per mensem from April 1, 1983,

6.5 Thus, at present family pension under the Central Civil Services (Pension) Rules, 1972 (pension
rules) is available for families of central government employees, both permanent and temporary,

who die while in scrvice or after retirement. In case of retirement, the benefit is available only if
the employee had retired on pension. Family pension is payable to the widow or widower for life

(bereinafter referred to as widow) or till re-marriage and to children up to the ages of 21 years for
sons and 30 years for daughters. The rates of family pension vary according to pay of the deceased

employee, but the minimum amount of family pension (plus relief) is Rs. 150/- per mensem with

effect from April, 1, 1983, Where at the time of death the employee has completed 7 years of conti-

nuous service, family pension is payable at twice the ordinary rate or at 50 per cent of the pay last

drawn, whichever is Iess, for a period of 7 years or till the government employec whould have attained
the age of 65 years had he survived, whichever is less, 1f the death occurs after retirement, the en-

hanced rate of pension is further subject to the condition that it should not exceed the normal supera-

nuation pension. In addition to the family pansion, the employees are also entitled to death gratuity

the amount of which varies according to the total qualifying period of service rendered by the employce

at the time of his death.

6.6 It has been urged by almost all unions of employees that the existing raies of family pension
are inadequate and require improvement, It has also been suggested that the period of 7 years for
payment of family pension at higher rate should be increased.  Some unions have stated that family
pension should be equal to the normal pension to which the employee would have been entitled at
the time of his death. We have given careful consideration to the suggestions. In our view, the
suggestion that family pension should be equal to the pension admissible to the employee at the time
of his death may not be equitable jn ail eases. The death of an employce may occur any time during
his service, i.c. even when be has put in less than 10 years of service. In such a case the employee will
not be entitled to any pension even if pension were to be calculated notiopally. And where service
is more than 10 years at that time, the amount of notional reitrement pension may be very small in
some cases and may not provide adequate help to the family, We are therefore of the view that the
basic rates of family pension should be dillerent from the normal pension rates.

6.7 While considering improvements in the existing family pension rates, several factors need to

be taken into consideration. Family pension is payable to the widow for life even in those cascs
where the death of the employee occurs after less than a year's service.  Apart from family pension
the families of the deceased employees also gei other benefits such as the insurance cover available
under the group insurance scheme and the  deposit linked  insurance scheme of  peneral
provident fund. They are also paid death gratuity, which is equal to six times the emoluments if the
service rendered by the deceased employee is one year or more but less than 5 years, subject to a
minimum of twelve times the emoluments if' the service rendered is 5 years and above but less than
24 years. All the above factors have to be taken note of while examining  the family pension schenie.

6.8 The pay ranges and rates of the existing family pension scheme are related to the pay structure
recommended by the "Third Pay Commission at index average 200 (1960-100), The pay structure
recommended by us in Part 1 of our report is related to index average 608, In the revised pay struc

40



ture, the basic pay of employees, on which family pension is calculated has gone up considerably.
This has made it necessary to review the existing pay ranges and rates, as also the minima and maxima

of the family pension scheme. There is also need to rationalise the existing rates of family pension.
Taking all factors into account, we recommend that the existing rates for grant of family pension may

be revised as follows,

Pay in the revised scales Rate of family pension per mensem
(a) Rs. 1500 and below 30 per cent of pay

subject to a minimum of Rs. 300/~
(b) Above Rs. 1500/ 15 per cent of pay

subject to a minimum of Rs. 450/~ and maximum
of Rs. 1000/~

We do not recommend any change in the existing provisions for payment of family pension at higher
rate for a period of 7 years or upto the age of 65 years, whichever is less. Family pensioners should
continue to be eligible for grant of relief on pension in case of increase in prices to the same extent
as other pensioners. .

Death Gratuity

6.9 In addition to family pension, families of permanent governinent employees who die in barness
are entitled to gratuity which is calculated with reference to the number of years of qualifying service
rendered by the deceased employee at the time of his death. Presently the death gratuity is payable
as follows,—

Qualifying service Amount of gratuitly

Less than 1 year Two times the emoluments

1 year or more but less than 5 yeacs Six  times the emoluments

5 years and above One-fourth of emoluments for each completed 6

monthly period of service subject to a minimum of
twelve times and maximum of 16 1/2 times the
emoluments.

The emoluments taken into account for calculating gratuity are subject to a ceiling of Rs. 4000/- per
mensem and death gratuity is also subject to a ceiling of Rs. 50,000/-.

6.10  Witl the improvement in the pay structure as a result of our recommendations in Part I of our
report, ths amount of graluity payable to familics of most of the employees who die during service,
would increase even if no change is made in the existing rates of death gratuity. This may not, how-
ever, be so in the cass of employses in upper pay ranges where the existing ceilings on emoluments
and amount of gratuity will bs applicable.

6.11 At present a government employee who has completed 20 years of qualifying service can pro-
ceed on volunlary reticemant with retiring pension and gratuity. A period of § years is added to the
qualifying service in such cases subject to the condition that the total qualifying service rendered by
the employee does not exceed 33 years and it does not take him beyond his date of superannuation,
Such an employee can also commute ons-third of his pension without any medical examination if
commutation is applizd for within a year of retirement,  I1f he dies subsequent to his voluntary retirgs
ment, his widow is entitled to family pension.  Accordingly, in such a case the family of the employee
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receives three benefits i.e. gratuity, commuted value of pension (il any) and family pension, — As

against this, if an employee dies while in service, after 20 years of service, his widow gets family
pension and gratuily. The existing position therefore appears to be disadvantageous Lo a serving
employee who dies in harness. One way of improving this will be to grant to the widow of an
employee dying in harness after completing 20 years of service, the commuted value of one-third
of his notional pension.  This may not, however, be appropriate as according to the existing concept
of service pension, it becomes payable only if the employee retires from service. We fecl that a better
way of providing reliel would be to increase the rates of death gratuity in cases where the employee
dies after putting in a scrvice of 20 years or more.  Accordingly, we recommend that in cases where
a government employee dics in service after completing 20 years of qualifying service, the death
gratuity may be paid at the rate of 1/2 of pay for cach completed 6 monthly period of service subject
to a maximumof Rs. [.00Jakh. There may not, however, be any upper limit on pay for calculating
the death gratuity in such cases. The rates of death gratuity may accordingly be revised as follows :—

Qualifying service Amount of death gratuily

Less than one year 2 times of pay

One year and above but less than 5 years. 6 times of pay

3 years and above but less than 20 years, 12 times ol pay

20 years and above 1/2 of pay for each completed 6 monthly period of

qualifying service subject to a maximum of 33 times
the pay and monctary limit of Rs. 1.00 lakh,

6.12 Families of quasi-permanent and temporary employees who dic in harness are presently paid
death gratuity at rates lower than those admissible to families of permanent employees. It has been
represented by unions of employees that family pension and death gratuity may be paid to families
of all deceased employees, whether permanent, quasi-permanent or temporary, at the same rates,
as on the death of the bread winner, all families suffer equal hardship. There is foree in this argu-
ment and we recommend that in all cases of death in harness (whether the employees are permanent,
quasi-permanent or temporary), death gratuity may be paid to the families at rates recommended
by us in paragraph 6.11 above.

6.13 At present while the age limit for grant of pensionary benefits to sons of deceased employees
under pension rules and EOP rules is 21 years, for unmarried daughters it is 30 years and 24 years
respectively. The age limit for payment of children allowance and education allowance under EQP
rules and liberalised pensionary awards is, however, 23 years both for sons and unmarried daughters.
We fell that there should be uniformity with regard to age limits applicable to children of deceased
employees in the matler of grant of pensionary benefits under the various rules. We accordingly
suggest that the matter may be examined by government whether a uniform age limit could be pres-
cribed both for sons and daughters. Once a uniform age limit has been prescribed, the condition
under the existing rules that the family pension payable to a son or a daughter shall be stopped if he or
she starts earning his/her livelthood may be removed.

0.14 It has been suggested that the definition of “family® for purposes of family pension under pension
rules should include dependent parents in case of an employee who dies without acquiring a family,

and widow/husband in case of an employee who marries after retirement but before attaining

the age of 58 years. It has also been suggested that a brother or sister suffering from disorder or

disability of mind or who is physically erippled or disabled so as to render him or her unable to earn

living and who is entircly dependent on the income of a bachelor government employee, should also

be included in the family. 1t has further been suggested that payment of family pension under pen-

sion rules should not cease i’ a widow remarries.
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6.15 At presant, there is no uniformity in the definition of “family’ in various service rules. Under
pension rules, ‘family’ includes only the husband or wife, as the case may be, and sons and unmarried
daughters upto specified age as beneficiaries for family pension.  However, under the EOP rules,
‘family’ also includes parents, minor brothers and sisters subject to specified conditions, in case
of a government cmployee who does not have a wife or children.  Under the liberalised pensionary
awards, parents form part of family. For payment of DCRG under pension rules, il the employee
does not have wifc and children, parents, minor brothers, unmarried and widowed sisters, married
daughters and children of a predeceased son form part of family. Under the general provident
fund rules, contributory provident fund rules and central government employees group insurance
scheme (CGEIS), ‘family’ includes employee’s own spouse and children and the widow and children
of a deceased son. Under travelling allowance rules and leave travel concession, ‘family’ consists
of spouse, sons, daughters, parents, sisters and minor brothers provided they arc residing with the
government employee and are wholly dependent on him. Under the medical reimbursement
CGHS scheme also,'parents form part of the family if they are residing with the government employee

and are wholly dependent on him.

6.16 Any modification in the definition of family for grant of benefits under the diflerent service
rules will have various legal and other implications. At present there is neither any uniformity
for grant of benefits to the families of serving employees under different rules nor is there any such
uniformity in respect of benefits admissible under the rules governing grant of different kinds of
pensions. There is also no obligation for an employee who has no family of his own to nominate
his parents or dependent relations only as beneficiaries under the provident fund and C.G.E.LS. rules.

6,17 We arc of the view that this matter which has serveral implications needs to be considered
by government in all its aspects keeping in view the repercussions on employees working in various
organised scctors. Government may also consider the lavger question of the responsibility which
it should’assume at this stage for the families and other dependents of deccased government emplo-

yees only.
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CHAPTER 7
EXTRAORDINARY PENSION TO CIVILTAN EMPLOYEERS

7.1 Civilian government employees who are disabled or incapacitated or Killed or die of an injury
or disease which is attributable to or ageravated by government service arc eligible for certain special
berefits. Government cmployees working in establishments covered by the Workmen’s Compensa-
tion Act, 1922 are governed by the provisions of that Act.  Other civilian employees, however, are
clizikle for these benefits under the Central Civil Services (Extraordinary Pension) Rules (EOP
Rules). There are also separate provisions for grant of improved benefits in case of death or injury as
a result of action against hostiles, terrorists, dacoits, etc.

7.2 EOP rules were promulgated with effect from April 1, 1937 and have been amended a number
of times by issue of notifications and executive instructions. Major changes have been made in the
rules on the recommendations of the Third Pay Commission. The Commission noted that the
earlier criterion for grant of exfraordinary pension by relating it to ‘risk of office’ or ‘special risk of
office’ was rather complicated and capable of varying interpretations. The Commission also obser-
ved that the then existing method of grant of awards on the basis of classilication of injuries into A,
B or C depending upon whether these were susiained as a result of risk of oflice or special risk of
offée aleo required modification. The Commission therefora recornmended certain bagsic changes
bath in regard to criteria for determining the admissibility of the awards and their quantum, The
modilications suggestcd broadly related to (7) erant of awards on the consideration whether the death
or injury was attributable to service or aggravated by service rather than ‘risk of office’ or ‘special
risk of office’, (ii) classification of the injuries in a manner similar to that under the Workmen’s Com-
pensation Act, (iii) rationalisation of the benefits to widows/children by bringing them in line with the
family pension schemie under pension rules (iv) grant of lump sum compensation in cases where the
disabled employee was retained in service, and (v) grant of minimum invalid pension at a rate not
less than ordinary family pension under pension rules,  The recommendations were implemented by
gOVernmeit.

7.3 The present position of awards vnder EOP rules is as follows:—

(i) Awards under these rules are admissible when a government employee is disabled or
incapacitated or killed or dies of an injury or disease which js attributable to or aggravated
by government service.

(if) The awards are in addition to pension and gratuity admissible to central government em-
ployees under the Central Civil Scrvices (Pension) Rules, 1972 (pension rules).  However,
familics of government employces eligible for benefits both under the pension rules and EOP
are paid a consolidated family pensjon under FOP rules only.

(i) When a government employee dies of an injury or disease attributable to service, the family
of deceased is sanctioned (a) family pension at higher rate (special family pension) iff on
the date of death it was elipible to family pension under pension rules or (b) family pension
at lower rate (ordinary family pension) if' on that date it was not entitled to family pension
tmder pension rules,  Special family pension js high r where the employee had completed
7years’ service at the time of death and slightly lower if service was less than 7 years.

(iv) Children of deceased are entitled to monthly pension and education allowance in addition
to (iii) above.
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7.4 The existing rates of special family pensicn,.ordinary family pension, children’s pension and
education allowance are as follows :—

(A) In cases where the family is entitled to special family pension

(1) Special family pension .

Pay of government employee

Amount of monihly special
family pension when death talkes
place on completion of service
of Iess than 7 years

Amount of monthly special
family pension when death
takes place on completion of
service of not less than 7
Vears

(a) Below Rs. 400

(b) Rs. 400 & above but below
Rs. 1200.

(¢) Rs. 1200 and above

45 per cent of pay subicet to a
maximurm of Rs. 125and a niini-
mum of Rs., 96/-.

25 per cent of pay subject to a
maximuim of Rs, 250/- and a
minimum of Rs. 125/-,

20 per cent of pay subject te a
maximum of Rs. 460/~ and a
minimum of Rs. 270/-.

(I1) Children’s pension (monthly per clild :

Yay of government employee

If the child is maotherless/father-
less

() Below Rs. 400

(b) Rs. 400 and
but below Rs. 1200,

(¢) Rs. 1200 and above Rs.

above

100

#15 per cent of pay.

Rs. 65/-

(B) In cases where family is entitled to ordinavy family pension

(1) Ordinary family pension:

Pay of government employee

-

50 per cent of pay subject to
a minimum of Rs. 120/-.

30 per cent of pay subject to
a maximum of Rs. 320/- and
a minimum of Rs, 200/-.

24 per cent of pay subject to
a maximurn of Rs. 500 and a
minimum of Rs. 320/-.

If the child is not motherless/
fatherless

5 per cent of pay.

~e
-

3 per cent of pay subject to
minimum of Rs, 20/-,

o

2 per cent of pay subject to
minimum- of Rs. 30/- and ¢
maxitaum of Rs. 50/-.

—

Arnount of ordinary family pension

(2) Below Rs. 400.

(b) Rs. 400 and above bul below
1200,

() Rs. 1200 and above.

—_——————— S

"Tidg rate is Ldmissible where the cervice of the decerred  governsaent ciaployee was less  thin 7 yenin,
csorvice renderad was mare then 7 oyesrs, the 1ihedess ehildren @ 1 together, 2ot the

- — e —

30 pereent of pay subject to a minimuin of Rs. 60 and a maxi-

mum ol s 100,

15 per cent of pay subject to a minimum of Rs 100 and a 1axi-

muin of Rs. 160.

12 per cent of pay subject to a minimum of Rs. 160 and a maxi-

mum of Rs, 250/-.

ssible 1o the widaw o1l they ol St in the prescribad o ge.

the

Wlhe:e
seiae cmount of ponsinn &y admi-
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(I1) Children’s pension (monthly per child):

Pay of government employee If the child is motherless/father-  Tf the child is not motherless/

less fatherless
“(ii) Below Rs. 400. 10 per céx—:rdﬂEﬂ . 5 per cent of pay _
(b) Rs. 400 & above but below 5 per cent of pay subject to a3 per cent of pay subject to a
1200. minimum of Rs. 40. minimum of Rs. 20/-.
(¢) Rs. 1200 and above 3 per cent of pay subject to a 2 per cent of pay subject to a
minimum of Rs. 60/-. minimum of Rs, 30/- and a

maximum of Rs, 50/-,

(C) In addition to children’s pension as at (A) and (B) above education allowance is also admissi-
ble to children (other than married daughters) between the age of 5 and 23 years at the following
rates,—

Pay of deceased government Rate of education allowance
employee

Below Rs. 400.

Actual expense subiect to a maximum of Rs. 15/- per month
per child.

Rs, 400 and above (but subject Actual expense subject to a maximun of Rs. 40/- per montl

to prescribed total income cri- per child.

teria).

(D) If the deceased government employee has neither left a spouse nor a child, an award may be
made to his surviving father and mother individually or jointly and in their absence to brothers and
sisters, individually or collectively, if they are largely dependent on the government employee for
support and are in pecuniary need. The total aniount of award in such cases shall not exceed one-
half of ordinary family pension that would have been admissible to the widow. The share of each
brother and sister shall not exceed the amount of pension admissible to a child who is not mother-
less.

(E) Family pension granted under EOP rules is ordinarily payable,-—

(i) in the case of a widow or mother until death or re-marriage, whichever occurs earlier.

(i1) 1in the case of a son or a brother until he attains the age of 21 years.

(ii) 1ip the case of unmarried dauther or a sister until marriage or she attains the age of 24 years

whichever is earlier.

(iv) in the case of father for life.

7.5 A government employee who sustaing an injury or contracts a disease which is attributable 1o
service, is awarded disability pension. The monthly amount of pension for hundred per cent loss
in earning capacity is as follows :—

Pay of government employce Monthly amount of disability pension when loss in earning
on the date of receiving Injury capacity is hundred per cent

or contacting disease

(i) Below Rs. 400 30 per cent of pay subject to a minimum of Rs. 60 and maximum
of Rs. 100.
(ify Rs. 400 and abvove but [5 per cent of pay subject to a minimum of Rs. 100 and mayi-
below Rs. 1200 mum of Rs, 160,
(iii) Rs. 1200 and above 12 per cent of pay subject to a minimum of Rs. 160 and maximum

of Rs. 250/-.
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When the loss in earning capacity is less than Livndred per ¢ent, the amount of disability pcnsmn
is proportionately less,

7.6 If a government employee is granted dicability pension on account of injury and is retained i
service without interruption, he is paid the capitalised value of the disability pension as one time com-

pensation.

7.7 As mentioned above, in cases of injurics attributable to service, compensation payable under
EOP rules is with reference to the disability suffered by the employee—highest compensation being
payable where disability is hundred per cent. This does not call for any change.

7.8 The rates of family pension, children’s pension, ete., which are related to the pay structure
recommended by the Third Pay Commission, however, require some modifications. There are at pre-
senl three separale rates of family pension under EOP rules, namely,—

(1) ordinary family pension, which is payable when the family of the deceased government
cmployee is not entitled to family pension under the pension rules (i. ¢, where the cmployee
at the time of his death was not holding a pensionable post).

(i) special family pension where the family is entitied to family pension under the pension rules and
the government employee had  at the time of death completed not Iess than 7 years’ service.

(iii) special family pension where the family is entitled Lo [amily pension under the pension rules
but where the government employee at the time of his death had not completed 7 years service,

7.9 The rates of ordinary family pension under the EOP rules are the same as under the pension
rules. The rates of special family pension are also the same as the higher rates admissible under the
family pension sclieme for a period of 7 years. The rates of special family pension in cases men -
tioned at (iii) above are lower. In addition to widow’s pension pension is also payable to children of
deceased employees under EOP rules. The rates of children’s pension depend upon (i) whether
the widow is entitled to ordinary family pension or special family pension, and (if) whether they
are motherless/fatherless or otherwise. The children are entitled to cducation allowance in addition.
The existing rules are complicatcd and need rationalisation and simplification so that the employees
are clear about the benefits admissible and the administration becomes simpler.

7.10  In the family pension scheme under the Dbn‘\lu.l rules, no separate pension is payable to n,hlldv
ten. If the wife/husband of the deceased employee is alive, family pension 1s paid only (o her/
- him. Where the deccased ciaployee does not have a living wile/husband that pension is payable to

children (upto specified 2ges).  We are of the view that the same principle should apply  to family

pension under EOP rules also and the additional pension admissible to children should be merged
and a consolidated family pension given.

7.11  As mentioned carlier, under the FOP rules, the children of deceased employces are entitled to
to pension and education allowance in addition to widows pension. 1t has been brought (o notice that
the existing arrangement causes lot of inconvenience to the pensioners as minor children are required
to accompany the pensioners even where the pensioner is their natural guardian. The rules for payment
of education allowance to children are also cumbersome as they involve verification of annual income
of deceased employec’s family {rom time to time before the allowance is paid, We are of the view that
the present procedure needs to be simplified  and brought in line with the provisions of family
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pension under pension rules. Accordingly, we recomumend the following consohdated rates of family
pension inclusive of the children’s pension and education allowance where applicable,—

(A) Ordinary family pension

(i) If the widow is childless At rates recommended by us for family pension
under the pension rules,

(i) If the widow has a child/children 40 per cent of basic pay subject to a minimum of
Rs. 500 and a maximum of Rs. 1500,

(B) Special family pension

() If the widow is childless At the higher rates recommended by us for family
pension under the pension rules.

(ii) If the widow has a child/children. 60 per cent of basic pay subject to a minimum of
Rs. 750 and maximum of Rs. 2500.

Family pension at the rates indicated at (A) (i) and (B) (i) above may be paid to the widow up to the
date of death or re-marriage, whichever is earlier. Family pension at the rates indicated at (A) (it) and
(B) (ii) above may be paid to the widow till the child/children attain the age prescribed under the
family pension  rules and thereafter the widow may be paid family pension at rates indicated at
(A) (1) and (B) (i) above. In cases where the widow dies or re-marries, the children may be paid
family pension at the rates indicated at (A) (i) and (B) (i) above and the same rate may also apply
to fatherless/motherless children. In both cases, family pension may be paid to the children till they
attain the age prescribed under the family pension rules. No children’s pension or education allow-
ance may be paid in addition to the consolidated rates of family pension recommended above. The
depandent parents, brothers, sisters ete. may be paid family pension at  one-half of rate applicable
to fatherless/motherless children subject to specified conditions.

7.12 At present when the disablement of a government empioyee is due (o injury or discase which is
attributable to service, he is awarded disability pension, The monthly amount of disability peneion
for hundred per cent loss in earning capacity is equal to the ordinary family pension admissible under
the pension rules. We recommend continuance of this provision and the maximum  disability pension
may be equal to family pension at ordinary rates recommended by us in Chaptler 5. For lesser disabi-
lity pension may be reduced proportionately. In additon to the disability pension mentioned above,
an employee, who held a permanent pensionable post before being invalided and boarded out of ser-
vice as a result of disability attributable to service, is also entitled to pension and/or scrvice gratuity
depending upon whether the qualifying service rendered by him at the tinie of being boarded out from
service was 10 years or more or less than 10 years, Where permanent disablility in such cases is not
less than 60 per cent, the total disability pension (i.c. the pension or service grafuily admissible under
the pension rules plus disability pension under the EOP rules) is not to be less than the widow’s pen-
sion under the EOP rules. This may continue and the total disability pension in such cases should not
be less than the special family pension recommended at (B) (i) of para 7.11 ante.

7.13  Government employee who are disabled due to causes attributable to service may sometimes
require special aids such as artificial limbs, pacesmaker, crutches, While in case of serving employees
such aids are available under the Central Services (Medical Attendance) Rules, there are no rules for
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the supply of these aids when' the employee has retired. from: service-on disability pension. During
—vidence it was brought to notice that even in deserving cases artificial limbs were denied to employees
who had suffered dicability atiributable o service. Some of these aids may require replacement
periodically and involve substantial expenditure to pensioners. There is considerable force in the su-
ggestion that in cases where an employee has suffered disability attributable to government service
and has been granted disability pension under the EOP rules and needs some artificial aids under
medical advice, he should be provided such aids initially, and their replacement subsequently should
also be provided by government. We recommend accordingly.

Liberalised pensionary cwards

7.14  While the normal cascs of death/disablement as a result of injury, discase, etc. attributable to
povernment service are covered under EGP rules, liberalised pensionary awards are given to families.
of government employees who die while performing their duties, as a result of attack by extremists,
anti-social elements, ete. or during action against dacoits, smugglers, hostiles, ete. The family pension
" admissible in such cases is as follows—

(a) ITn case of government employee whose basic pay is Rs. 700/-per mmensem or more al the time of
deail.

The widow is entitled to family pension equivalent to the last pay drawn by the deceased for a period
of 7 years or upto the date on which the deccased would have retired in the normal course, whichever
is later., Children allowance and cducation allowance is not admissible during this period. After the
expiry of the above period, pension equivalent to the pension which the deceased would have been
entitled to on the basis of emoluments on the date of his death but counting service upto the date on
which lie would have retired in the normal course, is admissible for life.  During this period children
allowance at the rate of Rs. 100/—per child upto the age of 23 years is payable in addition subject
to the condition that family pension together with the children allowance and cducation allowance
does not exceed the pay drawn by the deccased at the time of death. Family pension at the above rate
ceases to be payable to widow from the date ef re-marriage and from that date the widow is given
family pension at rates applicable to ordinary family pension. Children allowance s,
however, admissible to the children of the deccased in such cases.

(b) 7In respect of government employees drawing basic pay of less than Rs. 700/~ per mensem at  the
time of death,

Widow is entitled to family pension for life equivalent to the pay last drawn by the government
employee.  Children allowance and education allowance is not admissible in addition.  Family
pension at the above rate ceases from the date the widow re-mayries. From that date she becomes
entitled to pension equal to the amount of ordinary family pension  admissible under the pension
rules and the children of the deceased get children  allowance of  Rs. 100/~ per child upto pres-
cribed age limits,

(¢) Where the government employee dies as a bachelor or as a widower without children
pension is payable to parents.  In case of government employee drawing a basic pay ol Rs. 700/:
per mensein o more, the rate of family pension for both parents is equal to 'lwc;-thi;'ds; of the rate
of family pension admissible to the widow and for a single parent equal to two-thirds of this rate
In case of other employees, both parents’ pension is equal to three-fourths of the pay last drawn b\;
the government employee and for a single parent’s, three-fourths of this rate. '

7.15  Children allowance when payable in addition to family pension is Rs, 100/~ per mensem ‘per
child in the case of government employee whase basic pay at the time of death is Rs, 700/~ per men-
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sem and above.and Rs. 60/- ver menseny.per child in other cases. . Children allowance admissible
ot the re-martiage of widow is also at the above.rate. For motherless children the rate is Rs. 150/
per mensem per child in the case of gavernment employee whose basic pay at the time of death is
Rs. 700/~ per mensem and above and Rs. 90/- per menscm per child in other cases.

7.16 1In addition to the above benefits, education allowance is also admissible at the following
rates,—

Pay of deceased government cmployee Rate of education allowance

Below Rs. 400/- Actual expense subject to a maximum of Rs, [5/-
per mensem per child,

Rs. 400/ and above Actual expense subject to a maxmium of Rs. 40/«

(subject to prescribed total income per month per child.

criteria).

The allowance is admissible to all children between the ages of 5 and 23 years other than married
daughters. ’

7.17 Government employees who are invalided out of service under these special orders are paid
pension which consists of a'service clement and a disability element, The service clement is equal
in amount to the retiring (or invalid) pension including the DCRG which the government employee
would have been entitled to on the basis of his emoluments on the date of death bul counting
service upto the date on which he would have retired in normal course, The disability clement
for 100 per cent disabilily is equal in amouvnt fo the emoluments last drawn by the employee minus
the service element i.e., the retiving pension and pension equivalent of death gratuily, the amount
of disability element being limited to Rs. 1,000/-.  For lower percentages of disabilily, the disability
element is proportionately reduced. Where disability pension is allowed, no other pension is
admissible.

7.18 Government orders regarding grant of liberalised pensionary awards in cases involving death/
disablement of employees as a result of attack by extremists, anti-social elements , ete. were issued
in *November, 1984. Family pension initially admissible to widow under these orders is equivalent
to the pay last drawn by the deceased employee.  The pension entitlements of widows under these
orders will therefore automatically get improved with the introduction of revised pay scales
recommendcd by us in Part T of our renort.  Having regard to this, we suggest that the existing
pay limit of Rs, 700/- per mensem for grant  of family pension  at diflerent rates may be raised to
Rs. 2200/- per mensemn.  We do not recommend any other changes in the rules governing payment
of liberalised pensionary awards éxcept those indicated in the succeeding paragraphs.

719 As mentioned carlier, in addition to the widow’s pension the children of deceased employees
are cligible for children allowance and education allowance.  The rates of children allowance
depend upon whether the children are motherless or otherwise, - The rules for the grant of education
allowance are also rather complicated.  We have recommended payment of consolidated rates in
respect of awards under EOP rules. To rationalise matters, we suggest that under the Iliberalised
pensionary awards also, the children of the deceased employee (other than motherless children) may
be paid a consolidated children allowance at the rate of Rs. 100/- per mensem per child in case of
a government employee whose basic pay at the time of his death is less than Rs. 2200/- per mensem
and Rs. 150/- per mensem per child for other employees. Children allowance at the same rate may
be paid. te the-children if the widow re-marries,

*Ministry of Fl.ance oo M. No, F. 1(15)/~EV/84 dated the November 9, 1984,
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7.20 So far as motherless children are concerned, we find that under the liberalised penstonary
awards these children get only the children allowance and the education allowance. In the case of
family pension under the pension rules, on the death of the widow, the same pension is granted to the
children till the youngest of them reaches the prescribed age limit.  Since the entitlements under the
liberalised pensionary awards are intended to be more liberal than the family pension admissible
under the pension rules, we recommend that in addition fo the children allowance at the rates men-
tioned in the previous paragraph, the motherless children may be given special family pension at
the rate recommended at (B) (i) of paragraph 7.11 ante.

7.21  Wec also recommend that education allowance may not be paid in addition to the chudren
allowance recommended in the preceding paragraph. The children allowance may not also qualify
for grant of any dearness reliel on pension.
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CHAPTER §
COMMUTATION OF PENSION

8.1 The system of commutation of pension has been in vogue under the central government for
a long time. Prior to coming into force of the Liberalised Pension Rules (LP rules) the maximum
portion of pension which could be commuted by a pensioner was onc-half of pension.  The limit was,
however, reduced to one-third with effect from April 17, 1950 with the iutroduction LP rules
providing for death-cum-retirement gratuity.

8.2 The commuted value of pension is calculated with reference to a commulation table which,
inter-alia, takes into account the longevitly of pensioncrs and the prevalent rate ol interest.
Subsequent to 1950, the commutation table has been revised three times, viz. from November |,
1963, November 1, 1967 and March 1, 1971. The table indicates the commuted value of pension
expressed as number of years’ purchase with reference to the age of pensioner on his next birth day.
According to the existing commutation table, the commuted value in casc of an ecmployee retiring
at the age of 58 years is 10.46 years’ purchase. If a person commutes Rs. 100 'rom his pension
within one year of retirement, the lump sum amount payabe to him works out to Rs. 100%10.46 x 12 =
Rs. 12,552. The commutation value of pension goes on decreasing as the age of (he pensioner in-
creases,

8.3 Under LP rules, commutation could be allowed only after medical  examination by the
appropriate medical authority. Such a medical authority, keeping in view the state of health of the
employee, could recommend either full or less value of pension commutation or rejection of the
request for commutation. This position has changed from November 26, 1977, and medical exami-
nation for commutation of pension within a period of one year from the date of retirement has now
been dispensed with. If commutation of pension is sought from « dale alter one year ol the date of
retirement, it can be allowed only after medical examination.

8.4 In armed forces where retirement age is lower, commissioned officers can commute up 1o 43
per cent, and personnel below officer rank, up to 45 per cent of their retiring pensions. The other
conditions relating to comniutation as applicable Lo civilian employees also generally apply to armed
forces personnel,

8.5 The main suggestions made by (hc unions of employees with regard to commutation of
pension are: (i) that the existing ceiling on commutation of pension may be raised from one-third to
one-half, and (ii) that on the expiry of the commutation period, full pension may be restored.  Sug-
gestions have also been made that full amount of pension should be allowed to be commuted.
Another suggestion made is that while one-third commuted value may be paid in cash, the
remaining may be given in the shape of bonds carrying a specified rate of interest and encashable
after a period of 10 years or so.

8.6 We have been informed that representations were made to government from time to time
for raising the exisling commutation limit on pension to 50 per cent, Some pensioners’ organisi
tions had also filed writ petitions in the Supreme Court in 1983 secking restoration of commuled
portion of pension and the matter is reported to have since been decided by the Supreme Court,
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¢7 The suggestion for commutation of full pension would virtually amount to having one-time
settlement on retirement and will not be substantially different from the C.P.F, scheme under which
the entire amount is disbursed to the cmployees at the time of retirement. The employees governed
by CPF are, however, requesting for coming over to the pension scheme. Moreover, with the
revised scales of pay the pensionary benefits including the commuted value of pension will increase,
We do not therefore recommend any change in the existing limits on commutation of pension.

8.8 The benefit of commutation of pension is at present based on a table developed in March, 1971
which inter alia takes into account Lhe average surviving age of pensioners and 4.5 per cent per
annum as rate of interest. Turther, the commutation of pension is not compulsory but optional,
Tn the light of the decision of the Supreme Court, the existing scheme of commutation of pension

may require a de novo examination.

8.9 [t has been suggested that the present commutation plan may be replaced by another scheme
where pension is restored after a compatatively short period. 1In such a scheme, while the lump sum
amount admissible may be a little less, the restoration of pension will be easier. The above suggestion
merits consideration and government may examinc the feasibility of introdncing a scheme under
which pension will be restored after a short period of about 7 years or so both for civil and defence
pensioners.
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CHAPTER 9
CONTRIBUTORY PROVIDENT FUND SCHEME

9.1 While the government employees in general are governed by the pension scheme, persons
appointed on contracts for a speeified period, employees re-employed after retirement and some of
those serving in scientific and technical organisations who enter service at a higher age arc covercd
under the contributory provident fund scheme (CPF). Employees who joined railways prior to
November 16, 1957 and did not opt for the pension scheme are also covered under the CPF scheme
known as State Railways Provident Fund Scheme (SRPF).  About 50,000 employees are stated to
be covered under CPF scheme of which the majority are in the railways. The number of employees
who retired under CPF and SRPF schemes is estimated at 1.20 lakh,

9.2 Under the CPF scheme, cvery employee is required to subscribe a midnimum of 84 per cent
of his reckonable emoluments to be credited to the fund. The government makes a matching contri-
bution of 8% per cent of emoluments for cach such employece. The employee’s contribution and
we povernment’s contribution earn interest at a rate specified by the government from time o time.
On retirement, employee governed under the scheme is paid his contribution, the contribution made
by the government and the interest earned on the total amount.

0.3 The SRPF schemic in the railways was replaced by the pension scheme as applicable to other
central government employees, in November, 1957 and those employees who were in service on April
[, 1957 and were governed by the scheme were given an option to come under the pension scheme.
Whenever changes occurred in the pension structure for the central government employees, an option
was given to railway employees still covered by the scheme.  Such options have been given on
eleven occasions in the past and the last such option was valid upto December, 1985.

9.4 While pension scheme has been improved, enlarged and liberalised from time to time, there has
been no similar improvement in the CPF scheme, excepting through improvement of rates of
interest which were modified from 7 per cent in 1974 to 9 per cent in 1983-84, to 10 per cent in 1984-
85 and to 12 per cent in 1985-86.  While those governed Dby the pension scheme are entitled to
receive dearness relief sanctioned from time to time to compensate for increase in the cost of living,
those under the CPF scheme were not entitled to such relief. The employees governed by the CPF
scheme are also not entitled to the family pension available to those governed by the pension scheme.
The matching government contribution in the case of CPI' employees is puid for the full period of
service the restriction of 33 years for those governed by pension scheme does not apply in their case.
‘Those who have retired under the CPF scheme have a corpus yielding regular return.  In the case of
railway employees, special contribution to P is paid at the time of retirement equivalent to half a
month’s salary for each completed year of scrvice subject to a maximum of 1 6 months’ salary
or Rs. 50,000 whichever is less. The amount of special contribution has been raised from time to
time as and when the limit on death-cum-reticement gratuity was changed.  Similar benefit is, how-
ever, stated to be not available in certain other organisations like Departments ol Atomic Lncrgy
and Electronics.

9.5 As the pension scheme was introduced on the railways in 1957, those who retired earlier did
not have an opportunity to opt for pension. It was, thercfore, decided to give some ex gratin pay-
ment to them in consideration of the fact that the retirement benefits were lower than what they
would have received if they had retired under the pension scheme, — Since this applicc mainly to
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the low paid employees, the ex gratia payment ranging from Rs. 15 to 22.50 per mensem Wwas sah-
ctioned to those drawing pay upto Rs. 500 per month. They were also given relief on a graded
scale subsequently. The amount of ex gratia payment logether with the relief now ranges from
Re, 170 to Rs. 283 per mensem.

9.6 We have received a number of suggestions from individuals, associations and other organi-
sations in respect of the CPF scheme. It has been stated that the ohjective of both the schemes, viz.,
pension scheme and the CPI* scheme being the same, there should not be differences in the matter
of retirement benefits between the pensioners and the beneficiaries of the CPF. It has been urged
that the liberalisation in the pension scheme needs to be appropriately extended Lo the beneficiaries
under the CPF scheme. Since the schems are structurally different, equality of benefits under the
two schemes is nof feasible. We are, however, of the view that the CPF beneficiaries who have
retired on low scales of pay deserve some measure of reliel.  We accordingly recoramend that all
the CPF beneficiaries who have refired prior to March 31, 1985 with a basic pay upto Rs. 500 per
mensem may be given an ex gratia payment of Rs. 300 per mensern which will be in addition to the
benefits alrcady reccived by them under the CPF scheme.  The ex-gratia payments and ilie periodic
increases already received by those who retired on pay upto Rs. 500 may be so adjusted that the total
ex gratia amount is not less than Rs. 300.  Wc further recommend that ex graiia amount of
Rs. 300 per mensem may be reviewed as and when dearness relief is sanctioned to pensioners. |

0.7 Railways have suggested grant of ex gratia payment to the widows and dependent children of
deceased employees covered by CPF scheme at 50 per cent of the rate for ex gratia payment. We
agree and recommend accordingly Jor those getting pay vpto Rs. 500 -per mensem. The eligibility
of widow and minor children for the purposes of this relief may be the same as laid down under
the pension rules. '

9.8 In so far as the CPF  beneficiaries still in  scrvice on January 1, 1986 are concerned, we
recommend that they should be deemed to have come over to the pension scheme on that date
unless they specifically opt out to continue under the CPF scheme. The CPF beneficiaries who
decide to continue to remain under that scheme should not be eligible on retivement for ex gratia
payment recommended by us for the CPF retirees,  Government may. however, extend the benefit
of DCRG (o CPF beneficiaries in other departments on (he same lines as in ratlways.

9.9 Government may also consider the feasibility of giving an option to all other CPF retirees who
are nol covered under paragraph 9.6 above to come over to the pension scheme with effect from
January 1, 1986 subject to their refunding to government the entire amount of government contri-
bution inclusive of interest therecon credited to their provident lund account at the time of (heir
retirement. '
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CHAPTER [0
PENSION STRUCTURE FOR PENSIONERS

10.1 Our terms of reference require us to examine, with a view to having & proper pension struc-
ture for pensioners—both past and future—the existing pension structure including death-cum-
retirement benefits. According to the information received from the Department of Pension and
Pensioners’ Welfare there were about [6.62 Iakh pensioners as on April [, 1985, out of which 10.8(
lakh were defence pensioners. The number of family pensioners (both civil and defence) on the
same date was about 3.11 lakh. Pensioners drawing pension upto Rs. 500 were qbout 91.5 per
cent of the total number of pensioners. The expenditurc on pensions has been incredsing over the
years and the current budget estimate is about Rs. 1200 crore. The death-cum-retierement benefits
for civilian employees have been considered by the previous three pay commissions, For the armed
forces personnel, these benefits were for the first time, considered by the Third Pay Commission.
Based on the recommendations of pay commissions, government has been making improvements
in the pensionary benefits of various categories of government emplovees. The general practice
in the past was to give the benefit of improvements for a prospective date. The various improve-
ments made from time to time have been indicated elsewhere in this report.

10.2 A major change in the rules governing grant of pension was the introduction of the slab
system for calculation of pension with effect from March 31, 1979. This liberalisation had come
up for consideration before the Supreme Court.  In its judgment dated Decomber 17, 1982 in the
D.S. Nakara Vs. Union of India*, the Supreme Court held that all central government pensioners
governed by pension rules were entitled to pension with effect from April 1, 1979 as computed under
the liberalised pension formula irrespective of the date of their retivement. This was the first time
that the benelit of certain improvements in pensionary benelits was extended to pensioners who
had retired prior to the date from which improvements became effective. The Nakara judgment is
a landmark in the evolution of pension structure for past pensioners and has laid down the law of
the land in this regard. In terms of this judgment, the following improvements in pensionary
benefits have already been extended by -government to all existing pensioners,—
(i) application of slab system for calculation of pension;
(i) calculation of average emoluments over the preceding ten months instead of thivty six
months;

(iii) benefit of qualifying service up to 33 years instead of 30 years; and

(iv) raising the ceiling on pension to Rs. 1,500 per mensen.
10.3  Government has also extended in the past the benelit of minimum pension to existing peu-
sioners. The minimum pention fixed from time to time was as follows,—

| Rupees per mensem

January [, 1964 25/~

March 1, 1970 40/

March 1, 1980 60/-

April 1, 1982 Pension plus relief to be not
less than Rs. 150/-

Apnil |, 1983 Pension plus relief to be not

less than Rs. 160/

“ ALR. 1983, 8C 130.



The benefit of minimum pension fixed from March 1, 1970, April 1, 1982 and April 1, 1983 was ex-
fended to past pensioners also. We have not been able to obtain the basis adopted for fixing the
minimum pension from time to time, The revision of minimum pension has generally benefited pen-
sioners who were below the specified limits on different occasions.

10.4 Apart from improvements made by government in the pensionary entitlements based on
the recommendations of pay commissions or on its own, there has also been a practice of merging
the full dearness allowance or a part thereof in pay for working out the reckonable emoluments for
computation of pension. The merger of dearness allowance has been done from time Lo time since
the pay scales recommended by: the First Pay Commission came into force. There were three occa-
sions for merger of dearness allowance after the report of the Third Pay Commission. These were
with effect from September 30, 1972 (index average 272), January 31, 1982 (index average 320) and

recently on March 31, 1985 (index average 568). The merger of dearness allowance was, however,

not done with effect from the date when the particular index average was reached. [t was done on a

subsequent date and was made applicable only to those who retired after that date. Generally, the
employees were given the option to have their pensionary benefits worked out with reference Lo

the pre-merged pay or pay after merger of dearness allowance. However, a departure was made from

this practice at the time of the merger at index average 568 when it was laid down that where the
amount of pension calculated after merger of D.A. upto 568 points resulted in loss as compared (o

the total amount of pension calculated on emoluments after merger of D.A. upto index average 320
with graded reliefs thereon, the loss should be made up by grant of personal pension fo the retiree.

A large number of employces who retired after March 31, 1985 are therefore in receipt of a personal
pension. The personal pension introucuce for the first time does not qualify for grant of any graded

relief but continues as a separate element of pension.

0.5 Government had granted an interim relief ranging between Rs. 50/- and Rs. 100/- per month
to central government employees with effect from June 1, 1983, Based on our recommendations,
interim relief at the rtate of 10 per cent of pay with a minimum of Rs. 50/~ was granted with eflect
from March I, 1985, Both these interim reliefs were reckoned as emoluments for computalion of
pension.

10,6 We have indicated elsewhere (hat the scheme ol graded relief as it has operated in the past
has provided more than 100 per cent neutralisation to certain categories of pensioners who retired
afler March 31, 1985. Some of these retirees are also in yeceipt of persanal pension which was not
extended fo any category of pensioners in the past.,

10.7  Governmenl had also fixed o maximum limit on amount of pension plus graded relief  for
those who retired during different periods.  In Department of Pension and Pensioners’ Welfare
O.M. No. 42(d)-P&PW/86 dated March 3. 1986 regarding grant of’ graded relief to pensioners with
reference to index average 08 with elfect from January 1. 1986, it has been stipulated that the
amount of pension plus graded relief in the case of those governed by Tables Land I will not cxceed
Rs. 1938/~ while in case of those governed by Table HI 1o will not exceed Rs. 1863/-. We have not
heen able Lo obtain the reasons for preseribing a Jower limit on the pension for later retirees.

10.&  On account of the various developments aflectng the pension structure discussed in the pre-
ceding paragraphs. employees retiring from broadly comparable posts at different points of time are
receiving different amounts of pension. These differences are due to the different emoluments drawn
by the retirees at the time of retirement, on account of merger of dearness allowance with pay and
due to graded reliel granted from fime to time.

10.9 Most of the pensioners’ associations, and individual pensioners have drawn attention to the
disparities in pensions of those who, in their view, are broadly comparable retirees. It has been



suggested that a method should be devised for equalisation of pensions, Suggestions have also been
made that all retirees from armed forces should get the same rank pension as would .be admissible
to future retirees with reference to the revised scales of pay, irrespective of the dates of retiremet.
It has also been suggested that suitable increases may be given to past pensioners so that their
pengions are broadly comparable to pensions of those retiring on the revised scales of pay. Sugges-
tions have also been made for recomputation of pensions of all existing pensioners by removal of
ceilings and treating the dearness allowance received by them as pay for purposes of pension,

10.10  We have given careful consideration to the various suggestions. The amount of pension
undergoes changes as and when the pay scales are revised. Any attempt to equalise pension  with
reference to the revised scales of pay would, in fact, amount to retrospective application of these
scales of pay. This aspect of the matter was considered by the Supreme Court in a case™ dealing with
revision of death-cum-retirement gratuity already received by past retirees on the basjs of revised
pension rules of 1980 promulgated by the Government of Andhra Pradesh from April 1, 1978, The
Supreme Court observed that :

“Improvements in pay scales by the very nature of things can be made prospectively so as to
apply to only those who are in the employment on the date of the upward revision. Those
who were in employment say in 1950, 1960 or 1970, lived, spent and saved, on the basis
of the then prevailing cost of Living structure and  pay-scale structure, cannot jnvoke
Article 14 in order to claim the higher pay scale brought into force say, in 1980. 1If
upward pay revision cannot be made prospectively on account of Article 14, perhaps
no such revision would ever be made,”

The petition for payment of arrears of gratuity under the revised rules was dismissed by the Supreme
Court, It is therefore difficult to accept the suggestion for equalisation of pension with reference
to that admissible in the revised scales of pay. We'have also considered the suggestion for treating
the full dearness allowance drawn from time to fime as emoluments for purposes of pension. We
find that an application of this principle would result in uneven amounts of pension not only at
different levels but even in the case of employees drawing same pay bul retiring during different
periods. In some cases, those who retired earlier may get a higher pension if the graded relief ad-
missible thereon is also taken into account. Moreover, this would jnvolve a considerable adminis-
trative and accounting work without conferring any uniform benefif to various categories of pen-
sioners. '

10.11 Tt seems to us that the application ol any one formula is not likely to benefit all categories
of past pensioners. The matter has therefore to be viewed from a perspective which not only confers
benefit to the pensioners who deserve it but is also simpleand easy to administer.  As a regular
scheme for graded relief came into,force from 1973 only, those who had retired carlier did not have
the benefit of any protection of their pensions. Prior to 1973, only some ad-hou reliel was given on
a few occasions. It has also to be borne in mind that there are pensioners who retired many vears
ago and whatever relief is to be provided should be such that it is casily given 1o them by the
pension disbursing authorities without, requiring any detailed recalculation of pension by the pension
sanctioning authorities and processing through various channcls. |

10.12  Tn this background, we have examined the question of simplification and rationalisation
of the existing pension structure for pensioners. Tn Chapter 11 we have recommended a regular
scheme for grant of relief to pensioners for price rise over index average 608. Since this scheme is to
app]y both to employees who refire in future and the existing pensioners, it is necessary that the
pension structure for existing pensioners is simplified so as to relate it to the relief scheme recom-

‘mended by us. Wenote that for purposes of admissibility of graded relief, the existing pensioners

¥ 3.L.P. 14179-80, 1985, State (Government Pensioners Aséociagion and Others Vs. Siate of Andhra Pradesh, -
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have been divided into four categories broad)y with reference to the date of retirement which, in
turn, is based on the dates when the various mcrhcrs of dearness allowange with pay took place.
The percentage of graded relicf is also different for pensioners falling within these four categories.
Four tables arc presently being used by all pension disbursing authorities for determination of graded
relicf on the pensions being disbursed by themy. We are of the view that any additional relief to the
existing pensioners should be based on these tables with which the disbursing authorities are fully
conversant, The tables showing the position of graded refief at index average 608 are contained
jn the Department of  Pension and  Pensioners’ Welfare O.M. No. 42(4)-P&PW/86 dated
March 3, 1986.

10.13 The present scheme of graded relief based on the recommendations of the Third Pay Com-
mission provides for dearness relief at the rate of 2.5 per cent  of pension subject to a maximum of
Rs. 12.50 for every eight-point increase in the index average. The maximum amount of relief of
Rs. 12.50 works out on pension of Rs. 500/~ per mensem which is also given to thosce drawing pen-
sion above Rs. 500/~ Further, there has also been a restriction on the amount of pension plus
graded relief. As mentioned carlier, in case of those governed by Tables I & 11, pension plus graded
relief at index average 608 is not to exceed Rs, 1938 but for those governed by Table NI it is not
1o exceed Rs. 1863, The effect of these restrictions is that those drawing pension above Rs. 500/-
have not been given adequate relief against price rise in the past. We think that this situation needs
to be rectified while evolving a proper pension structure for all existing pensioners.

10.14 I'aking into account all relevant factors we recommend that both civil and defence pensio-
ners drawing pension upto Rs. 500 per mensem including family pensioners and persons in receipt
of extra-ordinary pension may be granted additional relief at the following rates,—

Categories of pensioners Amount of additional relicf
drawing pension uplo
Rs. 500 per mensem

[, Thosc governed by Table T of Q.M. No. 42(4)- 15 per cent of the amount of pension plus
P&PW/86 dated Mardh 3, 1986 of Depart- of graded reliel subject to o minimum
ment Pension and Pensioers’ Welfare. of Rs. 75/~

2. rhose governed by Tables 11 and 111 of the 10 per cent of the amount ol pension plus
above O.M. graded reiief subject to a minimum ol

Rs. 50/
Novr :  Pension wiil be inclusive of commuted portion of pension, il any. In the case ol pre-

January 1, 1973 retirces pensionwill also include temporary increase/ad hoc increasefad
relief as provided under existing orders.

10.15 We are of the view that a different formulation is required to provide necessary relief in the
case of pensioners drarwing pension above Rg. 500 per mensem. Since in the case of these pensioners
the graded relicf is presently pegged to the amount admissible on pension of Rs. 300, the amount
of relief actually provided to them is much less than 127.5 per cent indicated in Table I, 107.5 per
cent in Tabie 1T and 92.5 per cent  in Table 1T of Department of Pension and Pensiones’ Welfare
O.M. No. 42(4)-P&PW/86 dated March 3, 1986. This has therefore eroded the real value of  pen-
sion admissible at these levels. In Chapter 11 we  bave recommended the manner in which relief
should be given to pensioners in future. Keeping that in view we recommend that the amount
of graded relicf in the case of those getting pension above Rs. 500 should be raised to a level of
about 75 per cent of the above mentioned rateswithout any ceilings. Accordingly, we recommend

59
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that the relief in the case of both civil and defence pensioners  drawing pension above Rs. 500,
mav be recalculated in the manner indicated b&low. The amount so recaleulated will be in licy
of wgradcd relicf admissible at index average 608, subject to the condition that it will not be less
than the actual relief received at that index and the increase stipulacd below :

Categories of pensioners drawing pension above Amount of reliet
Rs. 500 per mensem

1. Those governed by Table I of the above O.M, 95 per cent of pension subject to a mini-
mum increase of Rs. 175,

2. Those governed by Table 11 of the above O.M. &0 per cent of pension subject (o a mini-
mum increase of Rs. 125,

3. Those governed by Table 111 of the above (0.M. 70 per cent of pension subject o @ mini-
mum increase of Rs. 100.

NoTtE : Pension will be inclusive of commuted portion of pension, if any. In the case of pre-
January 1, 1973 retirces, pension wiil also inciude temporary increase/ad hoc increaese/ad
hoc relief as provided under existing orders.

10.16 Pensioners governed by Table 1V of the above O.M. have already been given the benelit
of merger of dearness allowance al index average 568 for pensionary benefits and the graded relief
in their case generally provides a neutralisation of morethan 100 per cent. No further relief is
therefore called for in their case.

10.17 We have recommended in chapter 5 that in future pension should in all cases be uniformally
worked ou at 50 per cent of pay instead of the slab system. The benefit of this should also be ad-
missible to all the existing pensioners and the ceiling on pension plus graded relief should not apply
to those who retired prior to March 31, 1985, This benefit should not however be taken into account
for computation of additional relief recommended in para 10.15.

10.18 As indicated in para 10.3 the minimum pension plus reliel is af present Rs. 160/~ The
minimum family pension plus reiief is Rs. 150/~  We consider that in the present day conditions,
the minimum pension needs to be raisd. We caccordingly recommend  (hat wherever the existing
pension together with the relief admissible at index average 608 and the additional relief recom-
mended by us in paragraph 10.14 works out to less than Rs. 300/-. the same should be raised to
Rs. 300/-per mensem. This minimum shall also apply to future pensioners.

10.19  After the pension structure for the existing pensioners has been revised in the light of the
recommendations madc in the preceding paragraphs, the reliefs presently admissible and those reco-
mmended by us should be consolidated with the pension in every case and the (otal amount so arri-
ved at should be deemed as pension in the pension structure proposed byus with cilfect from January
I, 1986 at index average 608. This consolidated amount of pension should be the basis for grant of
relief in future in accordancwe with the formula recommended by us in chapter 11. The additions
to pension ata result of our recommendations in this chapter will not however qualify for any
additional commutation for existing pensioners.

10.20 As mentioned carlier, 2 number of pensioners who retived from March 31, 1985 onwards are
in_reccipt of personal pension which does not qualify for grant of graded relief at present. In order
to-rationalise and simplify the pension structure, we are of the view ihat personal pension introduced
for the first time may not continue as a separate ¢lement for a few retirees only. Government may
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consider paying a lump sun amount in heu of the personal pension on a basis considered appro-
priate so thal this does not continucasa separate element in the rationalised pension structure sug-
gested by us.

10.21 A few illustrations indicating the manner in which the existing pension structure will be
rationalised in the light of our recommendtions are given below :

(A)  For pensioners drawing pension upto Rs. 500/ per ynensem. (para  10.14)

[llustraton No. | — Pre-January 1. 1973 pensioners governed by Table 1

|. Reckonable emoluments . : . . : . : : . Rs. 35
2. Existing pension . . . : : : . : . . Rs. 40
3. Temporary Increase/Ad hoc increase/Ad hoc reliel. ; : . . Rs. 18
4. Graded relief at index average 608 . : : : : . . Rs. 12
5. Total : : ; : . : : : . . : . Rs. 186

6. Additional relief at 13 per cent of(5) above subject to a minimum of Rs. 73 Rs, 75

Total pension with effect from January 1, 1986 Rs. 261 To be rais-
ed to minimum pen-
sion of Rs. 300,

~I1

Hiustration No. 2 — Post-January |, 1975 pensioner governed by Table 1.

Rs. 800
R, 400
Rs. 510

Rs. 910

1. Reckonable emoluments

)

Existing pension : : : . . : : . .
3. Graded reliel at mdex average 608

4. Total : . : : :

5. Additional relicf at 15 per cent of (4) above ; : . . . BE 137
6. Total pension with effect from January [ 1980 : . Rs. 1047

Hustration No. 3 — For pensioners governed by Table []

I. Reckonuable emoluments s, 527
2. Existing pension Rs., 164
3. Graded relief at index average 608 Rs. 177
4. Total . o . : . . . . . . ; R, 341
5. Additional relief at 10 per cent ol (4) above subject (o minimum ol Rs. 50 Rs. 50
6. ‘Fotal pension with effect from January [, 1980 Rs. 391

[istration No. 4 —For pensioner governed by Table 111

. Reckonable emoluments Ry, Va7

2. Existing pension Rs. 494

3. Graded relief at index average 605 Rs, 457

4. Total Rs. 951
Rs. 96

5. Additional relicf at 10 per cent of (4) wbove
0. Total pension with eflect Fram Fauary 1, 1986 Rs. 1047

(1



(B) For pensioners in receipt of pension above Rs. 500 per mensem (para 10.15 and para 10 .17)

Iustration No. 5 — For pensioner governed by Table I

RS

7.

v A~ W

Reckonable emoluments

Existing Pension

Graded relicf at index average 608
Total

Proposed relief at 95 per cent of pension at (2) above subject to minimum

mcrease of Rs. 175
Difference on account of re-calculation of pension at 50 per cent

Total pension with effect from January [, 1986

ustration No. 6—For pensioner governed by Table 11

;b_'i

o Y

Reckonable emoluments

Existing pension

Graded Relief at index average 608

Total . : : : ;

Proposed reliel at 80 per cent of pension at (2) above

Diffcrence on account of recalculation of pension at 50 per ¢ent.

Total pension with effect [rom January 1, 1986

Hlustration No. 7 —- For pensioner governed by Table 111

1.
rd
3.
4,
i f
6.
T

Reckonable emoluments

Existing pension

Graded relicf at index average 608,

Total

Proposed reliel at 70 per cent of pension at (2) above
Diflerence on account of recalculation of pension at 50 per cent.

Total pension with effect from January 1, 1986

Hustration No. 8 — For pensioner governed by Tuble 1V

Ls

10

5 .

Reckonable emoluments

Existing pension

Graded relief at index average 608
Total

Difference on account of recalculation of pension at 50 per cent

Total pension with effect from Tanuary 1., 1986

Rs. 1200
Rsg. 590
Rs. 638
Rs. 1228

Rs. 813
Rs. 10
Rs. 1413

Rs. 1843
Rs. 863
Rs. 538
Rs. 140]
Rs. 691
Rs. 59
Rs. 10613

Rs, 2050
Rs. 945
Rs, 463
Rs. 1408
Rs. 662
Rs. &)
Rs. 1687

Rs, 2034

Rs. 939

Rs. 63

Rs. 1002 + 92
(personal  pension)
Rs. 78

Rs. 108()
(excluding  perso-
nal pension).



CHAPTER I

PENSIONS AND INFLATION

11.1 1In this chapter we have examined the problems faced by pensioners due to erosion in their
standard of Jiving through inflation which were emphasised before us. In the past, eflorts were madc
by government to adjust pensions with reference to movement in prices. The adjustments made
and their impact on different groups of pensioners have. however, been uneven.

[1.2 Prior to August 1, 1973, there was no regular scheme for compensating pensioncers for in-
crease in prices. Certain temporary/uc-hoe increases in pension were, however, given by govern-
ment from time to time as indicated below 1 —

" Date - - /\mountofpumon Amount of u:llcf
Rs. per mensem Rs. per mensem
(1) (2) (3)
(l) Apnll 1958 (tunpm 1rvmuca'>a.) Upto 50 10.00
Above 50 bul not ﬂbm'g, [00 12,50
Above I()(l (3& roony Marginal adjust-
P ”’ \ oh, ments upto
737 ;M\L ) o 112.50
1
(2) October 1, 1963 (ad hoc increase) Up to 0] mbmsimdisemmes ¥ 5.00
Above 30 but not ahov /3 7.50
Above 75 bul not above 200 10.00
Above 200 Marginal adjust-

ments up to 210

(3) September 1, 1969 (ad o increase) Rates in  Col. 3 of (2) above were increased by
Rs. 10 with an overall limit of Rs. 220 on pension  plus
ad Noc ncrease.

(4) January 1, 1973 (ad hoc reliel) Below 85 15.00
85209 21.00

210—499 25.00

500 and above 35.00

11.3 A regular scheme of providing dearness relief to pensioners based on increase in the 12
monthly average of All India Working Class Consumer Price [ndex (1960=100) was for the first
time recommended by the Third Pay Commission. The Commission had noted that under the
provisions of U.K. Pensions (Increase) Aet, 1971, the British government had abandoned the con-
cept of relief of hardship and had accepted an unqualified obligation to maintain the purchasing
power of public service peasions.  While not favouring the adoption of the UK. practice, as tth
conditions in that country differed, the Commission felt that there was cnough justification for
giving relicf on o regular basis to {uture pensioners,  The Commission recommended dearness relief
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at the rate of 5 per cent of p2nsion subjzct to a minimum of Rs. 5/- and a maximum of Rs, 25/
per mensem for pensioners to compensate for every 16 point incrcase in index average.  Grovernment
implemented this recommendation. A modification in the scheme was made from December 1,
1980, when government decided to give dearness relief to pensioners for every 8 points increase in
index average at the rate of 2.5 par cent of pension subject to a minimum of Rs. 2.50 and a maxi-
mum of Rs. 12.50 per mensem.  In actual implementation, howaver, reliel is given at Rs. 13/- and
Rs. 12/- per mensem for every alternate increase of 8 points in index average.

11.4 When the scheme of dearness relief to pensioners was first introduced, the dearness relief of
5 per cent of pension subject to a minimum of Rs. 5/- and a maximum of Rs. 25/~ per mensem
for every 10 points increase in index average provided a neutralisation ol about 62 per'cerit to pen-
sioners drawing pension upto Rs. 500/- per mensem.  Subsequently, with efTfect from September
30, 1977 dearess allowance upto index average 272 was merged with pay for pensionery benelits.
This resulted in increased amount of pension in the case of those retiring on or after the above date.
No change was, however, made in the formula for the grant of dearness reliel” in the case of these
retirces with the result that they got the benelfit of dearness relief even on additional pension admis-
sible to them on the merged dearness allowance.  Accordingly while in case of those retiring prior
to September 30, 1977 the dearness relief provided a neutralisution of about 62 per cent for price
increase to pensioners drawing pension upto Rs. 530/- par meznsem, the ncutralisation for price rise
worked out to about 85 per cent for the pensioners who retired therealicr,  The same thing happened
when merger of dearness allowance with pay took place from January 31, 1982 and March 31,
[985. For those retiring on or after these dates neutralisation for price rise increased further. Tt
went up to 100 per cent with the merger at index average 320 and at index avergage 568 the percen-
tage of neutralisation at these levels of pension went up to as high as 178 per cent. It is not clear
if this was intended as such, but obviously any scheme of compznsation against price rise providing
neutralisation of more than 100 per cent would appaar (o be unintended.

[1.5 The suggestions made by unions of employees with regard to relief on pension are : (i) that
pension should be fully indexed against price rise, and (ii) dearness relief to pensioners sliould be
the same as dearness allowance payable to serving employees. It has been urged that since the
income of pensioners is alrcady reduced to 50 per cent or less as compared to (he pay drawn by
them before retirement, price incrense affects them much more than the serving » employees, It
has also been stated that since the pensioners do not g2t benelits like government accommodation.
medical facilities, compensaiory altowances and (ravel concession, any erosion of their pension hurts
them much more than the serving employecs,

11.6 The long term aim of a pznsion policy should be to provide a reasonable  standard
of living which  could be deemed  be  satisfactory  to  retived government
employces. We  have dealt with  the factors that should be taken into account in
determining pension  in Chapter 2 ol this yeport. The erosion in the value of pansion has been
a matter of concern and rightly a farge number of pensioners have urged for protecting the pur-
chasing power of pension through a proper scheme of compensation against price rise. The matter
has also assumed importance due to the increase in the number of pensioners, longer life span and
impact ol inflation on pension.

1.7 At present the dearness relicl payable to  pensioners has no relation to the compensation
for price rise which was admissible to them while they were in service. The relief is also subject
to aceiling of Rs. 12.50 for every increase of 8 points in the 12-monthly index average which becomes
applicable (o all pensioners drawing, pension above Rs. S00/- per  mensem. . This . has created
a number ol anomalies in the existing pension structure. We have recommended a regulir, scheme
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for compensation against price rise to serving employees in Part 1 ol our report.  We are of the
view that the pensioners also need to be given relief against price rise as a regular arrangement.
We accordingly recommend that the dearness relief in future should provide full neutralisation of
price rise to pensioners drawing pension upto Rs. 1750 per mensem, 75 per cent to those getting
pension between Rs. 1751 and Rs. 3000 and 65 per cent to those getting pension above Rs. 3000 sub-
ject to marginal adjustments.  We also recommend that the price rise for purposes of grant of relief
to pensioners in future should be worked out in the same manner as recommended for serving em-
ployees in Part [ of our report. The relief at the rates recommended above may be given lwice
a year. We recognise that there may be situations when the government may not find it possible
lo grant reliel according lo the scheme recommended by us.  In such situations the restraint, i
any, should apply uniformly to serving central government employees as well as pensioners.

1.8 So fur as the existing pensioners are concerned we recommend that their pension structure
may be rationalised and consolidated in the manner recommended by us in Chapter 10, Reliel
for price rise beyond index average 608 may be given at the rates  recomimended above on  the
consolidated amount of pension.

11.9 A table illustrating how the relicl to pensioners should be worked out is al Annexe 1.1,
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CHAPTER 12
PENSION PROCEDURES

[2.1 The procedure for processing pension cases of central government civilian emplo yees 1s laid
down in the Central Civil Services (Pension) Rules, 1972 (pension rules). In respect of railway
employees and members of the all-India Services, separate pension rules exist and the procedure
laid down is similar to that under the pension rules. Under the pension rules the head of office
is entrusted with the responsibility of initiating the work of preparation of pension papers two
years before the date on which a government employee is due to retire. The responsibility for
ascertaining and recovering government dues from an employee due for retirement also rests with
the head of office and all such dues are required to be adjusted against the amount of death-cum-
retirement gratuity payable to the employee.  In cases where departmental or judicial proceedings
are pending against an employee, the existing rules provide for sanctioning provisional pension.
Specific instructions issued vide Government of India, Ministry of Finance, O.M. No. F. 11(19)
L. TI(A)Y/58 dated 29(h October, 1958 and No. F. 18(7)-E.V(B)/65 Pt. v dated 24th June, 1966
already lay down the procedure to be adopted for ensuring timely verification of service in respect
af government employees.  Existing rules also provide specific time-frame for every phase of the en-
tire procedure for sanction of pansion. In the event of the procedure remaining incomplete at the
time of an employee’s retirement, the head of office is also empowered to sanction provisional pension.

12,2 Pensioners and their associations have mentioned difliculties experienced by them due to delay
in sanction and payment of pension. They have also drawn allention lo the time consuming pro-
cedure for transfer of pension acount from one place to another. Doing away with the system
of verification of service, modifying the pensioner’s portion of the Pension Payment Qrder to in-
clude necessary particulars for future revision of pension, providing ready reckoners to different
pension disbursing oflices, compulerisation of pension records and decentralisation of pension
sanctioning authority arc some of the other suggestions that have been offered. They have also
mentioned about the delay in getting dearness relief,

2.3 The pension rules and existing instructions on the subject provide « vigid time-frame for
dealing with pension caszs and i this is obsarved every ratiring government employee should be able
(o get his pension immediately on retivement.  As the existing rules permit voluntary retircment
after 20 years of service, it is necessary that a complete review of the service particulars of cvery
emplovee should be undertalen at this stage. A certificate should thercafter be recorded in the
service documents to facilitate prozassing of his peasion case when he is due to supcrannuate. We
are of the view that it is not desicable to encourage the present tendency to continue provisional
pension payments to retiving employees.  In fact, government should adopt suitable measures to
tone up the administration and ensvre that every retiring employee gets his pension payment order
on the day of his retirement.  We further recommend that appropriate interest should be paid to
the pensioner for any dealay in sanctioning pension beyond three months [rom the date of his re-
tirement.

12,4 Ttis also necessary that relevant information such as reckonable service and pay at retirement
are provided to each pensioner, so that he is in a position to verify the correctness of the amount
of pension received by thim.  The pension payment order may be modified to include this informa-
tion. The Departmant of Pension and Pensioner’s Welfare should look into this aspect and also
try to build up a detailed and casily accessible databank about pensioners of various categories
in different organisations of CGiovernment of India.
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[2.5 Members of all-India services, are governed by the procedure prescribed by thetr state govern-
ments for drawal of pensions. In the case of central government employees, the facility for payment
of pension through public sector banks has been provided under a scheme preparcd by the Cont-
roller General of Accounts known as “The Scheme for Payment of Pension of Central Government
Civil Pensioners by Public Sector Banks”. This scheme has been adopted only by some of the state
governments. In other states this facility has not been extended. It is noted that the Controller
General of Accounts. in consultation with the Reserve Bank of India, has issued instructions vide
letter No. 17012/General/79/CGA /1738  dated 16th July, 1979 expanding the scope of the schemes
launched by some of the state governments so as to provide for payment of pension through public
sector banks, subject to specified conditions. We recommend that the government should evolve
a simple system of payment of pension through banks all over the country. particularly for members
ol all-India services.

12.6  Pension is disbursed through treasuries, banks. post ollices and in (he case ol armed forees
personnel, through Defence Pension Disbursing Offices (DPDO) also,  The Pension Payment Order
(PPO) issued to a government employce on retirement indicates his identity and the amount of
pension to be paid to him. Thaz family pzansion to be paid to his family after his death and
the identity of the family members are also included in the PPO. Pensioners have represented that
they are put to a lot of inconvenience in drawing their pension from the treasury.  The procedure
for preparation of pension bill is time consuming and the system of filing and retrieval of records
has not changed over the years. [Lven identification of the pensioner from his photograph often
takes time. These procedures need to bz simplified and streamlined, We recommend that govern-
ment may examine the feasibility of introducing a pension book for all pensioners. A beginning
towards mechanisation can also be made by introducing modern filing and indexing systems and
by the use of electronic calculators. Suitable facilities should also be provided to pensioners while
they wait at pension disbursing office to draw their pension,

12.7 Dusbursement of pension through banks was introduced Lo facilitate prompt payment (o
pensioners, It has been pointed out that the banks attach less importance to pension accounts
compared to commercial accounts.  Pensioners have difficulty in satisfying themselves regarding the
credit of pension reliefs and arrears, because bank pass books do not give the details.  Since pension
distribution through banks has assumcd considerable importance a time has come for the banks
to modernize their pension disbursement system. A change of attitude on the part of bank person-
nel is also required and pension disbursement should not be treated by the banks as 2 routine acti-
vity, This work should be viewed as a social obligation which the banks discharge on behalf of
the government. Pensioners should be treated as respected senior citizens and special counters
should be opened for them.

12.8 The use of computers in government work is increasing and pension disbursement appears
to be a suitable area for thisTpurpose. Mechanical and electronic cash registers can also be used
at  pension distribution counters to expedite accounting and payments ol pension. [t
is, however, necescary that before introducing computers, the system of pension disbursement is
suitably streamlined. It may be examined if pensioners could be allotted identification numbers
so as to facilitate computerisation of data. This will be a first step towards computerisation.  We
recommend that the Department of Pension and Pensioners’ Welfare should set up an expert body
to study penston disbursement system and streamlining ol the existing procedures.  In  [act, this
should be a continuing eflort so as to provide maximum satisfaction to the pensioners. This de-
pactment should play a leading role in the coordination and cfficient implementation of a modern
pension system. The responsibility for dealing with all pension matters including gricvances of
pensioners should "be of this department.

6$



CHAPTER 13

DEATH-CUM-RETIREMENT BENEFITS OF ARMED FORCES PERSONNEL

(3.1 We have made recommendations regarding the structure ol emoluments, allowances, benc-
lits, cte. for armed forces personnel in Parl T of our report. In making these recommendations,
we ook naote of the peculiar conditions of their service, rigours and hazards of scrvice life, their
truncaled carcer, liability for recall, constraints of organisational structure, cic.  We expect that
the package of compensation recommended by us will provide the required incentives to young
entrants taking service in the armed forces as a carcer. The retirement benelits have also to be
treated as an integral part of the remuneration structure and to be meaningful these have to be
comprehensive and related to the peculiar conditions of service in the armed forces.  We have kept
this in view while making our recommendations.

13.2  The retirement banefits which are known as “non-ellective benzfits™ in the armed forces,
include benefits like retiring pension, family pension, disability pension, commutation of pension
and death-cum-retivement gratuity, Our examination ol the non- elfective benefits 1s based on
the proposals received from the three services headquarters,  Tnitially we received separite proposals.
In June, 1985 we received joint proposals in regard to these benelits.  After receipt of Part T of our
report, the services headquarters sent revised proposals on pension structure for the past and
future pensioners ol the armed forces in August, 1986, In our cxamination of the pension struc-
ture for the service personnel, we have taken into account the joint proposals received in August,
1986, comments of the Defence Ministry on various points as also various clarilications received
from time to time. We also had discussions with the three Service Chiefs and with the Defence
Sceretary and other oflicers of the Defence Ministry on these matters.  The discussions were very
uselul for our work.

3.3 The pension code for armed forces personnel came into ellect from June I, 1953 based on
the recommendations of the Armed Forces Pension Revision Committee (AIFPRC).  Subsequently,
death-cum-retirement gratuity (DCRG) was introduced for servicemen in September,  1970.
The reccommendations of the Third Pay Commission introduced certain major changes in the pen-
sion code.  In January 1982 a study group was constituted under the chairmanship ol a senior
officer to carry out un in-depth study of the existing pension structure of serviceruen, to iwdentify the
arcas of short-comings and (o make recommendations considered necessary.  The recommenda-
tions by this study group in regard to pensionary and other terminal benefits of servicemen were
cxamined by government and it was decided that the matter should be considered by Fourth Pay

Comumisston.
Retiring Pension
Officers

13,4 ALLPIRC had made recommendations  regarding the  periods  of standard service
and also the standard rates of pension Tor cach rank. The standard rate of pension was  admis-
sible il the standard period ol service had been rendered. Where the service rendered fell short of
the standard service. pension was Lo be reduced at the prescribed rate.
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13.5 The concept of standard period of service and standard rate of pension was recommended
to be continued by Third Pay Commission also. They also recommended certain weightages 1o
the standard period which were modfiied by government as indicated below :—

Ranl\ | | Standard period Weightage re- Weightage

of service commended by allowed by
Third Pay government

Commission
2nd Lt./LL : : : : : : 20 7 9
Caplain 20 7 9
Major . . . : : . : 22 0 8
Lt Col.(TS) . . . . . . 26 5 5
Lt, Col. (Selection) . : : : . 24 ) 7
Colonel . . : . : : : 26 5 7
Brigadier ; : . . : . 28 5 5
Maj. General . : : : : : 30 3
Lt, General ; : . : : : 30 e 3
Geuncral . : : : : : 30 3

The concept of standard period of service and standard rate of pension to be calculated by
adding the weightages continues. The rates of standard pension have been modified as and when
any chm]y;c has occurred in the emoluments or the formula like the slab system for calculating
pension.

Other ranks

13.6 The concept of standard rate of pension is also applicable to personnel below officer rank
with the difference that no standard period of service is fixed and the retiving pension is caleulated
with reference to qualifying service with weightage of 5 years.  Standard rate ol pension is worked
out separately for cach ol the ranks in different pay groups.  This was recommended by Third Pay
Commission which had come (o the conclusion that for servicemen retiring around the age ol 35-40
years the pension should not be viewsd as thezir sole means of livelihood because at that age the
serviceman can be reasonably expected to be gainfully occupicd after retivement.  The slab svstem
is also applicable to personnel below ollicer rank for working out their retiring pension,

13.7 In their carlier joint proposals regarding pay structure and non-elfective benelits, services
headquarters had suggested running pay band covering all ofticers and had also suggested retiring
pension to be caleulated separately for each oflicer with refercnce to Iast pay. In the subscquent
proposals received after submission of Part [ of our report, they have suggested continuance of rank
pension although an integrated pay scale covering officers upto the rank of Brigadicr had been re-
commended m Part I of our report.  Ministry of Defence has pointed out that as rank pensions
arc based on maximum of scales, it may not be feasible to lay down standard rates of rank pension.
In so far as personnel below officer rank are concerned, the  services headquirters hve sngaested
continuance of rank pension with the existing weightage of 5 years being increased to 10 years,
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13.8 Having regard to rank structure and other service conditions, an integrated pay scale covering
a span of 28 years along with rank pay as a separate element, has been recommended by us for oflicers
from the rank of 2nd Lt. to Brigadier in Part I of our report.  This ensures a steady pay progression,
even for those who are not able to make the mark because of organizational constraints.  In view of
the integrated scale of pay the existing system of rank pension for officers needs to be modified.
In fact as already mentioned this was proposed by services headquartzrs while suggesting running
pay band for officers.  We recommend that retiring pension may be based for each officer, who has
completed the prescribed service for earning pension, on his pay and the actual qualifying service
rendered by him.  We also recommend that the weightage of service, as presently admissible may
continue subject to the condition that total qualifying service including weightage will not be more
than 33 years.

13.9 1In the case of personnel below officer rank, we recommend continuance of the existing systen
of standard rate of pension for cuch rank in the various pay groups with the existing weightage.

13.10  The services headquarters have suggested that the quantum of pension for cach rank should
be calculated at a flat rate of 50 per cent of the maximum pay (including rank pay). We have re-
commended improved pay scales for armed lorces personnel in Part I of our report.  The time span
of many of the scales for personnel below olficer rank has been further improved by government at
the time of implementation of our recommendations. We have recommended in Chapter 5 that
pension which  confers a long term benefit should be related  to basic pay only and  that instead
of the slab system, it should be calculated at 5O per cent of pay drawn during the last ten months of
service.  We recommend that for armed forces personnel also pension should be worked out ona
similar basis with rank pay added to the basic pay.

We have recommended ceiling of Rs. 4500/- per mensem on basic pension in Chapter 5. This
will apply to armed forces personnel also.

13.11 Services headquarters have suggested that full pre-commissioned service rendered under the
centrad government whether in civil department or in armed forces should be taken into account
for working out the qualifying service for carning pension. Tt has also been suggested  that the
requirement of a satisfactory service certificate for  admissibility ol pension may  be dispensed
with. Ministry of Defence has supported these suggestions. We agree and recommend accordingly.
Commutation of pension

[3.12  Our rccommendations in Chapter 8 regarding commutation of pension will apply to armed
forces persennel also.

Retiring]Service Gratuity

13.13  The minimum gualifying service for retiring pension is 20 years for officers and 15 years for
personnel below oflicer rank. Where the service rondered is less than 20 years/15 years respectively,
retiring/service gratuily is paid.

[3.14 Service gratuity is admissible at reduced rates in cases of discharge on compassionile -
ounds/personal reasons.  We recommend that retiving/service gratuity may be paid at a uniform
rate of one month’s pay for every completed year of service for armed forces personnel. It has been
suggested by the Ministry of Defence that since premature retirement/discharge is permitted by
government only in deserving cases, there should be no reduction in service gratuity irrespective
of the type of retirement. We agree and  recommend accordingly.

Death-cum-Redirement Gratuity (DCRG)
13.15  Our recommendations in Chapter 5 regarding D.CR.GL will apply 1o armed forees personnel

also. 1L has been pointed out that the weightge of service for working out retiring pension is not
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added for purposes of DCRG.  Services headquarters have suggested a weightage ol 5 years for this
purpose. Ministry of Defence has also suggested the same. Wg agree zlnd' recommend .thnf 5 years
mav be added to the actual qualifying service for determining D.C.R.G. subject to the actual qualify-
ing—.‘;cwicc plus weightage not exceeding 33 years.

Disability pension

13.16  Any disablement caused due to a wound, injury or diseise which is attributable to or aggra-
vated by military servee, is compensated by grant of disability pension in cases wh.urc servicemen
arc invalided/released/retired from military service. The disability pension comprises service ele-
ment and disability element. The service element is determined with reference to service rendered
upto the time of invalidment and disability clement is determined with reference to the  degree of
disablement. At present the disability element is admissible at the following rates where the disabi-
lity is assessed as 100 per cent :—

Rank Amount per
mensem
Oflicers Rs. 200/-
Hony. Commissioned Oflicers Rs. 170/-
Subedar Major/Subedar/Naib Subedar and equivalent in other services. Rs. 110/-
Havildar/Naik and equivalent in other services Rs. 60/-
Sepoy and equivalent in other services. Rs. 45/-
Non-Combatant (cnrolled) Rs. 40/-

For disabilities lower than 100 per cent and upto 20 per cent, the above rates are reduced propor-
tionately.

[3.17 A commiitee on disability pension was appointed under the Ministry of Defence in April,
1986 to examine the existing criteria/principle on the basis of which disability element is assessed
and to make recommendations for rationalizing the same to remove the anomalies, il' any, in tho
existing criteria.  The commitfee submitted its report in July, 1986 and a copy of the report was
also received by us.

13.18 The services headquartes have suggested that where invalidment occurs prior to completion
of 20 years of service in case of officers and 15 years in case of personnel below officer rank, the ser-
vice element in disability pension should be equal to the retiring pension admissible to the appropriate
ranks in the 20th and 15th year of service, respectively. It has been suggested by Ministry of Defence

be fixed at retiring pension admissible at the time of invalidment alter including service weightage
even if actual length of service does not qualify for pension.  We agree wih the suggestion of the
Ministry of Defence and recommended accordingly. In the case of personnel below officer rank,
the service element miy continue to be not less than 2/3rd of the minimum retiving pension of the
rank.

13.19  In regard to quantum of disability clement, the services headquarters have suggested that
the existing difference between officers and personnel below officer rank may be dispensed with and
disability element given at a uniform rate of Rs. 600/- per month. The entitlements of officers and
personnel below oflicer rank for disability element have all along been different sinee 1939 when the
disability pension was sanctioned for the first time. The AJJ.P.R.C. had recommended disability
clement of Rs. 150/- for 100 per cent disability for officers and disability element ranging between
Rs. 25/~ and Rs. 90/- for personnel below ollicer rank.  The existing rates which are based on the
recommendations of Third Pay Commission also maintain the dilferentiation as indicated in para-
graph 13.16.
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(3.20 Taking all Tactors into consideration, we recommend that the existing rates of disability
clement may be revised as follows for 100 per cent disability,—

Rank Amouni per
mensem
Officers and Honorary Commissioned Oflicers _ Re. 600/
Tunior Commissioned Officers, personnel below officer rank and Non- Rs. 450/-

Combatant (enrolled)

For disabilitics lower than [00 per cent and upto 20 per cent, the above rates may be reduced
proportionately.  The rates ol disability element recommended by us may be extended to all existing
disability pensioners also.

13.21 We have also examined the suggestion of the services headquarters for payment of 100 per
cent commuted value of disability element when the disability is assessed as permanent, but the indi-
vidual is vetained in service.  We agree with the suggestion and recommend accordingly.

[3.22 Tt has heen pointed ouf that the existing procedure for adjudication of the claim for disability
pension takes considerable time. The committee on disability pension had suggested that the powers
regarding adjudication of the claim for disability pension may be withdrawn from the Ministry of
Defence/Controller of Defence Accounts (Pension) and that the recommendations of the medical
boards may be accepted,

13.23  We do not recommend any change in the existing procedure for adjudication of the claims
for disability pension for oflicers.  The adjudication of the claim for disability pension in case of
personnel below officer rank may be entrusted to a committee under the military wing of the cabinet
secretariat with representatives of Ministry of Defence, its finance division, Dircctor General Armed
Forces Medical Services and the three services headquarters. There may be an appropriate Appellate
Commitice in the Ministry of Defence.

Consrant Attencant Allowance

13.24 Armed forces personnel in receipt of disability pension for 100 per cent disablement are
granted constant attendant allowance if in the opinion of the invaliding/resurvey board such services
are required.  Based on the recommendations of Third Pay Commission, constant attendant allow-
ance for non-battle casualties was fixed at Rs. 60/- per month for officers and Rs. 45/- per month for
personnel below officer rank.  As regards battle casualties, the rate of constant attendant allowance
was Rs, 75/- per month. These rates were revised in 1985 to Rs. 150/- per month for non-battle
casualtics and R+ 200/-per month for battle casualties. The difference between oflicers and personnel
below officer rank in the maiter of constant attendant allowance was abolished.  We are of the view
that where in the option of the medical board it is necessary to have a constant attendant, there
may be a uniform rate of the allowance both for battle and non-battle casualtics.  We accordingly
recommend that the constant attendant allowance may be sanctioned at the rate of Rs. 300/- per
month both for officers and personnel below officer rank, subject to ful-filling all existing conditions.
In case of existing disability pensioners in receipt of this allowance, the amount may be raised to
Rs. 300/~ per month,

Invalid pension

13,25 Where armed forces personnel are invalided out ol service on account of causes neither
attributable to nor aggravated by military service, they are paid invalid pension if the service rendered
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is not less than 10 years. D.C.R.G. is also payable in addition to the invalid pension/gratuity if the
minimum qualifying service of 5 years has been rendered. It has been suggested that the - service
clement of disability pension may be given as invalid pension.  We agree and recommend accord-
ingly.

Ordinary Family Pension

13.26  Ordinary family pension is granted to the family ol serviceman who dies while in service
or after discharge from service, on account of causes which are neither attributable to nor aggravated
by military service. Qur recommendations in regard to family pension in Chapter 6 will apply to
armed forces personnel also.

Special Family Pension
13.27 Special family pension is granted to the Family of serviceman who dies on account of causcs
which are attributable to or aggravated by military service.  This consists of special family pension
to widow till death/disqualification, children allowance and children education allowance.  Our re-
commendations in Chapter 7 regarding consolidated rates of special family pension will apply to
armed forces personnel also.

13.28 1If an oflicer does not leave behind a widow or children, his parents or minor brothers/sisters
largely dependent upon him may be granted a dependent’s pension at the following rates :—

(i) Both parents —175 per cent of the special family pension admissible
to the widow.
(i1) One parent ~=15 per cent ol the dopendent’s pension that would
have been admissible in the case of two parents.
(iif) Brothers/sisters in th: absence ol ~Rs. 50/- per month for each, subject to a maximum of
parents. 50 per cent of special family pension that would

have been admissible to the  widow.

13.29 The dependent’s pension is admissible il the parents or brothers and sisters were largely
dependent upon the deceased and their pecuniary circumstances justify the grant. The “‘means
limit™ for judging the pecuniary circumstances of the parents is Rs. 12000/- per annum for two parents
and Rs. 9000/- per annum {or one parent,

[3.30 Special family pension granted to widow of personnel below officer rank is known as first life
award, When it ceases on account of death/disqualification of widow, il is continued to father/
mother as sccond life award, depending upon their pecuniary conditions. The whole or a portion
of the special family pension may be continued subject to a maximum of Rs. 50/~ per month in
the case of junior commissioned officers and Rs. 35/- per month for other ranks.

13,31 We are of the view that the existing rates of depandent’s pension for oflicers and second
life award for personuel below officer rank need to be simplified.  We accordingly recommend that
the dependent’s pension and second life award may be granted at 50 per cent of (he special family
pension admissible to the widow of the deceased if they were largely dependent upon the deceased
serviceman for support and are in pecuniary need.  With this, the existing conditions regarding
“means limit”" may be dispensed with.

Liberalised Family Pensionary Award (Dattle Casualties)

13.32 The liberalised family pensionary award (batie casualtics) is admissible to the family of
serviceman who is killed in action or dies of wounds sustained in action or of injuries sustained
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during hostilitics. For officers, the speeial family pension (battle casualties) is admissible at 3/4th
of the basic pay of the rank held at the time of death for a period of 7 years or till the deemed age of
retirement, whichever is later. Thereafter the special family pension is equal to normal retiring
pension of the rank last held plus children allowance, subject to the condition that the total of family
pension and the children allowance does not exceed 3/4th of the basic pay of the deccased. For
personnel below oflicer rank, special family pension is equal to the last pay drawn.

13.33 The services headquarters have suggested that the special family pension (battle casualty)
should be equal to the last pay drawn both for officers and personnel below officer rank and the same
should be admissible till death/disqualification of the widow/nominated heir. We agree and recomm-
end accordingly. No children allowance or children education allowance should be paid in addition.

War Injury Pay

13,34 Service personnel invalided out after sustaining injuries during war are entitled to  war injury
pay which consists of service element and disability element. At present service element is equal
to the normal reliring pension. The disability element is calculated by deducting from the emolu-
ments last drawn, the service element and the pension equivalent of DCRG, the disability clement
being limited to Rs. 500/-. Where the disability is less than 100 per cent, the disability element is
proportionately reduced upto 20 per cent disability. The services headquartes have suggested
that while the service element may be equal to the minimum retiring pension, the disability element
for 100 per cent disablement should be equal to the minimum retiring pension subject to a minimum
of Rs. 800/-.

13.35 Ministry of Defence has suggested that the war injury pay should be equal to the emoluments
last drawn for life, therby merging the service and disability elements. We recommend that the war
injury pay for 100 per cent disability may be equal to the last pay drawn on the date of invalidment.
For lower disabilitics upto 20 per cent, war injury pay may be reduced proportionately. Ministry of
Defence have stated that with the liberalised rates of war injury pay, there will be no justification
for including any amount in licu of rations. We agree.

Terminal benefits for Short Service Commissioned Officers

13.36 Short scrvice commissioned officers who are not granted regular commission are given
terminal gratuity at the rate of Rs. 1200/ for cach completed year of service. The services head-
quarters have suggested that this may be fixed at the rate of two months pay for each completed
year of service.  Ministry of Defence has recommended terminal gratuity to be equal to onc month’s
pay for each year of service. We agree with the Ministry and recommend accordingly.

13.37 The rank of Ficld Marshal was granted to General S. H.F.J. Manckshaw, M.C. with effect
from January [, 1973. A special pay of Rs. 400/~ per month over and above the pension admissible
under the rules was sanctioned to him.  Subsequently, the rank of Ficld Marshal was conferred on
General .M. Cariappa also with effect from January 15, 1986 and he was also given the special pay
of Rs. 400/- per month. It has been suggested that the total amount admissible as pension and special
pay to Ficld Marshal should be higher than the pension of the retiring scrvice chiefs, Qur recom-
mendations in respect of past pensioners will apply to the pension of the Ficld Marshals also.
Government may decide the amount of special pay to be granted to them from time to time keeping

in view all relevanl factors.
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CHAPTER 14
PROBLEMS OF EX-SERVICEMEN

14.1 Tn Part-I of our report we have discussed the pay and allowances of armed forces personnel
and above made recommendations relating to these. Apart from pay and allowances, retirement
benefits are other important aspects for those intending to make service in armed forces a career.

We lhave discussed these elsewhere.

14.2 The age limits for compulsory retiremant for armed forces personnel are lower as compared
to civilian employees. Apart from affecting career progression, the lower age of retirement also
deprives them of actual earnings for the period by which the retirement age falls short of superannua-
tion age of 58 years gencrally applicable to civilians. Besides they have a lability for recall.  We
have kept these in view while making our recommendations in regard to their retirement benefits.

14.3 The Third Pay Commission had observed that the pensionary benefits alone should not be
looked upon as the only means for compensating service personnel for carly retirement and that
pension should not be viewed as the sole means of livelihood after retivement. The servicemen retir-
ing around age of 35 to 40 years can reasonably expect to be gainfully occupied and independently
earn their living and that it is necessary for the government to take responsibility of assisting retired
armed forces personnel in securing re-employment, We fully endorse the above view and consider
that there is an obligation cast on governmenl to ensure proper resettlement of ex-servicemen,

14.4 At present the total number of defence pensioners is reported to be about 15 fakh. They
constitute the largest single group of retire central government employees.,  Every year about 60,000
servicemen join the ranks of pensioners.

14.5 Despite the recommendations of the Third Pay Commission, rescltlement of ex-servicemen
continues to be a major problem as the number of jobs available to meet the ever increasing number
of retired armed forces personnel has been found to be inadequate. Therefore, for the first time
government considered it necessary fo have a comprehensive review of the work done so far in
regard to resettlement and welfare of ex-servicemen and appointed a Committee in March, 1984
under the Chairmanship of the then Minister of State in the Ministry of Defence. The report of
the high level Committee was submitted to government in Oclover, 1984, We have been informed
that the Committee had given 68 recommendations, out of which 46 recommendations have already
been fully accepted by the government and others are at different stages of consideration. A list
showing the position in respect of the various recommendations as on August, 8, 1986 is given at
Annexe 14.1,

14.6 The following three recommendations made by the Committee regarding the pension structure
were referred by government to us,—

(1Y Recommendation No. 15.37 : Rank-for-rank pension and grant of increased pension
whenever pensions are revised.

(i) R_om.mnzam!afimz No. 15.38 : Appointing a permanent standing committee for inter-
relating the cost of living index to pension.

(i) Recommendation No. 15.39 : Restoration of commuted value of pension,
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14.7. To facilitate re-employment of the retired servicemen, reservation of vacancies have been
made by government and public sector undertakings/banks as indicated below,—

Reservation made by central Reservation made by public
government, sector  undertakings.

10 per cent

Type of posts

(a) Group ‘C [4-1/2 per cent
(b) Group ‘D’ 20 per cent 24-1)2 per cent
(c) Group ‘A’ and ‘B’ 10 per cent of the posts at the

level of Assit. Commandant in
para-military forces,

A Targe number of State governments and Union Territorics have also reserved vacancies for
retired servicemen for employment under them. In addition to the general reservation of vacan-
cies for re-employment of retired servicemen, certain reservations have been made in specified cadres,
e.g. 60 per cent of posts in the armed  constabulory have been reserved for retived servicemen by
government of Rajasthan and 10 per cent of the posts of forest guards and 5 per cent of the posts
of forest watchers have been reserved for the retired servicemen by government of Tamil Nadu,
Details are given in Annexe 14,2,
[4.8 No systematic data is available regarding the total number of retired servicemen who have
secured employment in civil jobs. According to the Committee, against approximately 60,000
service personnel] retiring every year, only about 15,000 servicemen were able to find placement in the
the central/state governments, public sector undertakings and local bodies. The vacancies reserved
for the retired servicemen are not fully utilised and according to the report of the Committee, the
utilization of the reserved vacancies varies between 31-77 per cent depending upon the establishment.
Three lakh retired servicemen are stated to be on the live roster {or employment. The Commitiee
had also noted that reserved vacancies were not fully utilised and had recommended enactment of
a legislation of ensure their utilisation. They had also suggested establishment of an organisation
on the lines of the Scheduled Caste and Scheduled Tribes Commission for effectively monitoring the
placement of retired servicemen,

14.9 Apart from reserving vacancics for employment of retired sevicemen, governmenl  have
given certain relaxations in educational qualifications for their employment in civil posts. For
example, for recruitmient to the clerical cadre in banks where the qualiflications required for direct
recruitment is matriculation with first divison, {or retived servicemen this condition has been relaxed
to matriculates with second division. Similar relaxation in educational qualifications exists [or
recruitment fo other groups ‘C and ‘D’ posts. Datails arve given in Annexe 14.3.

14.10 To facilitate placement of servicemen in civil jobs after retirciment, arious trades in three
services in which the personnel below afficer rank ave trained. have been given suitable equivalence
to trades on the civil side so that employing agencies have no problem in fitting the retired service-
men in suitable jobs, The Directorate General ol Employment and Training under the Ministry
of Labour issues orders in this regard from time to time. Some of the State governments have also
issued orders establishing equivalence between the trades in armed forces and trades in civil em-
ploymenl. We suggest that as far as possible the varions trades in the three services may be included
in the list on a continuing basis so that any serviceman on retirement has no difliculty in getting
absorbed in trade similar to one from which he retired.

14.11 Government has also considrered it necessary to make certain relaxation in age limits pres-
cribed for recruitment to civil posts to enable their absorption. For appointient (o reserved as
well as unreserved vacancies in groups ‘C’ ond ‘D? the upper age limit preseribed for recruitment
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is relaxed by the length of military service with the addition of three years. S.imilar relaxation is
available for appointment to groups ‘A’ and ‘B’ posts filled by direct recruitment, except those
through competitive examinations conducted by Union Public Service C()mmlssuop. IFor these exa-
minations, retired servicemen who have rendered at least 5 ycars of military service are allowed a
maximum relaxation of 5 years in upper age limit. Similar concessions are also available for rec-
ruitment in public sector enterprises/banks.

14.12 Government has extended special priorities to retired servicemen for employment. Govern-
ment has also exempted them from payment of application/examination fee for recruitment to groups
‘C’ and ‘D’ posts. -

14.13 Where a member of the armed forces dies in harness or is medically aboarded out and is
unfit for civil employment, his dependent can be considered for appointment to groups *C' ol ‘D’
posts on compassionate grounds. For this purpose the procedure of selection through employ-
ment exchange/stafl selection commission is relaxcd.

14.14 Government also arranges training programmes for service personnel to enhance their
suitability for placement in civil jobs after retirement. Facilities are provided for post-graduate
diploma in business management, training in Industrial Training Institutes, training in felevision
technology, refrigeration and air-conditioning, soap manufacturing, horticulature, catlle rearing,
dairying, etc. Government also provides coaching to prepare the retiring servicemen for competitive
examinations held for recruitment to civil posts, During 1984-85 about 7000 personncl were trained
in various disciplines.

14.15 While there are difficulties in automatic placement of retired servicemen in civil employ-
ment to enable them to serve upto 58 years of age, we suggest that greater effort should be made by
government to enable the retiring servicemen to have a smooth changeover from the military to
civil career after retirement. As the placement of the retiring servicemen in civil employment is not
adequate, it is nescessary to have an effective machinery to help retiring servicemen in getting place-
ment in civil jobs and also to menitor the implementation of the various schemes of government in
this regard.

14.16 Government is also making efforts to assist retired servicemen for self-employment. Nece-
ssary consultancy services are being provided to them for setting up small-scale industries along with
other facilities like special reservations for allotment of industrial plots/sheds under the state govern-
ments, loan and interest subsidy from banks and financial institutions and allotment of surplus

army vehicles. All these steps taken by government are intended to help servicemen to engage them-
selves in self-employment after retirement.

14.17 The Ministry of Defence is the administrative and controlling ministry for resettlement
of retired servicemen. There is a Kendriya Sainik Board under the Chairmanship of Defence Minister
which is responsible for laying down policy guidelines and schemes for the welfare and resettlement
of ex-servicemen. Under the State governments there are Rajya Sainik Boards for cach state, with
Zila Sainik Boards for the districts. Therc is also a Dircctorate General of Resettlement (DGR)
under the Ministry of Defence which is responsible for arranging re-employment of retired service-
men and also for providing necessary training and assistance for self-employment. The high level
Committee had recommended reorganisation and strengthening of the set up of DGR. We agree
that DGR needs to be suitably re-organised to enable it to discharge effectively the functions of
providing assistance for re-employment, {raining, sclf-eraployment, ete. Having regard to the com-
plexity of problems and growing numbers of ex-servicemen and the need to interact efiectively with
Chief Secretaries of State governments/Union Territories and Chief Exccutives of public secior under-
takings, we suggest that the post of Director General Resettlement may be npgraded to that of a Lt
General. The officer selected should not only have the abilitics and aplitude for this
work but also have a reasonably Inong tenure to discharge the responsibilities of the post,
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ANNEXE. 14.1
(See paragraph 14.5)

RECOMMENDATIONS OF THE HIGH LEVEL COMMITTEE ON PROBLEMS
OF EX-SERVICEMEN

RECOMMENDATIONS WHICH HAVE BEEN ACCEPTED/PARTLY ACCEPTED
OR ARE LIKELY TO BE ACCEPTED OR ARE OF CONSEQUENTIAL NATURE OR ARE
UNDER CONSIDERATION-—POSITION AS ON 8-8-1986.

Sl. Recommen- Accepted subject
No. dation No,

l. 15.2 Definition of an Ex-servicewaen.

2 15.0 Special ex-servicemen placement drives.

F; 15.7 Lateral induction into suitable Group ‘A and ‘B’ posts.

4 5.8 Improvements in the Discharge Certificate.

<h 15.9 Sponsoring of ex-servicemen for reserved as well as  unreserved vacancies
by Employment Exchanges and for reserved vacancics by Rajya/Zila Sainik
Boards.

0. 15.10 Dereservation of reserved posts for ex-servicemen strictly in accordance with

existing roles, 30 clear days for confirming non-availability. Carry forward
of reserved vacancies for at least one vear.

7. 15.11 Modification and amendments to Recruitment Rules.

8. 15.12 Revitalisation of Rajva and Zila Sainik Boards.

9, 1313 Absorption of released Short Service Commissioned Oflicers.

10. [5.14 Avenues and opportunities for ex-servicemen in new areas for Nationas Building
tasks.

11, [15.18 Dismantling of concessions after acceptance of assured employment upto the
age ol 58 years.

12 15.24 Suitable enhancement in the cxisting exemptable limit of pension (Rs. 250/-)
on re-employment of officer pensioners in Government jobs.

13, [5.26 Fnlarged Trainig opportunities for personnel during the last 18 months of
service,

14. 15.27 Formal facilitics for resettlement training of Officers,

15, 15.28 Meaningful training programme for retirecs by the Services.

16, 15.29 Equation of military qualifications, trades and professional experience  with

civil equivalents,
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SL. Recommen- Subject
No. dation No. - ' ] | -

17, 15,32 Statutory reservation at the Central and State Government levels to help ex-
servicemen in self-employment schemes.

18. 15.33 Services to encourage ex-servicemen to undertake small self~employment pro-
jects.

19, 15.34 Central/State Governiments to accord preferential treatment to ex-servicemen
in sell employment.

20, 15.35 Ancillary units by ex-servicemen for manufacture and supply of itenis to Defence
inclustrics.

21, 15.36 An amendment to the terms of reference of the Fourth Pay Commission for
examining the pension policy of past pensioners,

22, 15.40 Re-arranging work of sanctioning of pension of serviee personnel.

23, 15.41 Simplifying the procedure for sanction and disbursement of pensions.

24, 15.42 Improvement of existing facilities in CDA (P), Allahabad.

23 15.43 CGrant of family pension to widows of pre 1-1-1964 pensioners.

20. 15.46 Code of Conduct.

27, 15.47 Chief Ministers, other Ministers and senior serving military oflicers should
meet ex-servicemen during their tours.

28. 15.48 Revival of practice of Sainik Sammelans for ex-servicemen by the Chief Minis-
ters and Collectors.

29. 15.49 Timely assistance and dignified treatment by the State Governments and Dis-
trict Administration.

30. 15.50 Service personnel should keep in touch with ex-servicemu,

3. 15.51 Service Headquarters should organise pre~retirement orientation courscs.

32, 15.52 IAS trainees at LBS Academy to be given lectures on their responsibilitics towards
ex-servicemen.

33. 15.53 Ex-servicemen should themselves display a high sense of discipline and conduct.

34. 15.54 Amendments to Land Reforms Act and Rules to protect land holding of Def-
ence personnel and rescervations in assignment of surplus land.

35. 15.55 Housing Boards under State Governments and UTs to reserve a minimum of
10 % of the house sites/houses for the ex-servicemen,

36. 15,57 Children of retiring Defence personnel studying in Central Schools be given
automatic admission in Cenfral Schools at or near the place where the parents
settle down on retirement.

S 15.59 Existing facilities in military hospitals be enhanced for ex-servicemen.

38. 15.60 States/UTs to extend free medical treatment to ex-servicemen.

39. 15.61 Extension of canteen facilities in districts with larger number of ex-servicemer.
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SI.  Recommen- | ‘Su'bj'cct
No. dation No.

40). 15.62 Re-orgamising and strengthening of Directorate General Resettlement.

4], [5.63 Re-structuring of Directorate General Resettlement.
42, 15.64 Revitalisation of Sainik Board Organisation.
43, 15.65 Strengthening of Zonal Resettlement Directorates and provision of staft at
Static Headquarters.
44, 15.66 Maintaining a data bank of retiring personnel in suitable EDP system.
45. 15.67 Major publicity drive using all media.
46, [5.068 New publications/handouts for ex-servicemen.
I PARTLY ACCEPTED
l. [5.56 Rent Control Legislation should provide for retiring Defence personnel to get

back their Houses for self-occupation on a time bound basis and under summary
procedures. Financial assistance to ex-servicemen for house construction;
loans on concessional rates.

2] 15.58 State Governments should provide reservation facilities and concessions to the
wards of ex-servicemen for admission to professional institutions.

IT1 LIKELY TO BE ACCEPTED
L. 5.1 Ex-servicemen as a separate category in the 1991 Census.
Y | RECOMMENDATIONS OF CONSEQUENTIAL NATURE
I 15.16 Maintenance of detailed data to match requirement of jobs in civilian depart-
ments.
2 15.17 Modalities for assured employment upto 58 years of age.
V(a) RECOMMENDATIONS NOT ACCEPTED
[ 5.3 Fnactment of a comprehensive National Ex-scrvicemen Reseltlement Act and
a Draft Model Act for States.
2. 155 Establishment of an ex-servicemen Resettlement Commission (or Commiss-
ioner).
V(b) RECOMMENDATIONS NOT ACCEPTED BUT WILL OTHERWISLE BE
TAKEN CARE OF THROUGH OTHER SCHEMES
L. 15.30 Fstablishment of a National Ex-serviemen Financial Corporation at the
Centre.
2 15.31 The proposed corporation could render all assistance including training to ex-

servicemen for starting self-employment ventures,

3. 15.44 Proposal for a plan outlay of Rs. 170 crores at the Central and Rs. 180 crores
at the States Government levels.
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Subject

i 'Sl. Recommcnd;
No. tion No.

4, 15.45 Allocation of funds vide 15.44 to be spread over a period of five years of the
Seventh Five Year Plan,

(These recommendations relating to Special plan provision for Ex-servicemen
not been accepted in the form recommended by H.L.C., but efforts will continue
to secure for Bx-servicemen their due share of benefits under the ongoing pro-
grammes of the 7th Five Year Plan).

VI (A) RECOMMENDATIONS UNDER CONSIDERATION DECISION ON
WHICH WILL BE TAKEN AFTER RECEIPT OF THE REPORT OF THE
FOURTH PAY COMMISSION

L. 15.37 Rank for rank pension and grant of increased pension to old pensioners when-
ever pensions are revised.

2 15.38 Appointing a permanent standing commitiee for inter-relating the cost of living
index to the pension.
3. 15.39 Restoration of commuted value of pension.
VI(B) RECOMMENDATIONS UNDER CONSIDERATION RELATING TO

ASSURED EMPLOYMENT D ECISION ON WHICH IS LIKELY TO TAKE
SOME TIME

1. 15.15 Assured employment upto the age of 58 years.
VI(C) RECOMMENDATIONS WHICH ARE UNDER ACTIVE CONSIDERA-
TION
1. 15.4 Constituting a Parliamentary Committee consisting of Members from hoth the
Houses.
2 15.19 Simplification and uniform application of orders governing initial fixation ol

pay and other bencfits on re-employment of ex-servicemen.

3% 15.20 Non-pensioner Ex-servicemen be permitted to count full military service upto
5 years and 50%; beyond 5 years for increments in pay on re-employment but
not for seniority.

4. 15.21 Seniority and pay fixation of Bmergency Commissioned and Short Service
Comuissioned Officers who joined pre-commission training or who were com-
missioned after Tst November, 1962 but before 10 January. 1968.

5. 15,22 Short Service Commissioned Officers, Commissioned on or after 10th January,
1968 be permitted to count their full military service upto 5 years and 50%
beyond 5 years for purpose of fixation of pay on re-employment but not for
seniority.

6. 15.23 Ex-servicemnen on re-employment be permitted to count their total military
service for grant of various types of loans and advances as also {or allotment of
family accommodation.

7. 15.25 Protection of previous basic pay and grant of one increment in the higher pay
scale to re-employed ex-servicemen on promotion to a higher post or grade.

Source = Ministry of Defence.
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(See  paragraph

ANNEXE. 14.2.
14.7)

DETAILS REGARDING RESERVED VACANCIES FOR EX-SERVICEMEN

State/Union Territory

[,

9.

20,

Nortes

. Andhra Pradesh .

Assim

. Bihar

. Gujarat

H nryu‘nu

. Himachal Pradesh
. Jammu & Kashmir
. Karnataka

. Kerala

. Madhya Pradesh.

. Maharashira

. Manipm

. Meghalaya

L Nagaland

Punjab

. Orissa

i

Rajasthan

Sikkim

Tamil Nadu

Tripura
Uttar Pradesh
West Bengal

Arunachal Pradesh

25 Fin|86—12

Pereentage of vacancies

2

)

5

10

2

R

[0

-

3
10

20

Class TIT  Class TV Class [

D 3
[ 15
10 10
- S0+
S 5
e "ll.li\-ll

Remarks

Class I

2% posts of Agsistant
Commandants,

607 posts in Armed
constabulary also reser-
voel.

10% Forest Guard &
3% Waltcher.

“For Doctors and Lectures in Medical and Education Departments for ECOS/SSCOs only direct  approinfmens
@ For FCOs and disahled officers anly -

2



Sl Recommend-
No. ation No.

24. Andaman & Nicobar
[slands
25, Chandigarh

26. Goa, Daman & Diu

27. Delhi

28. Mizoram

20. Pondicherry

30. Lakshadweep

JI. Dadra and Negar Hawveli

Source : Ministry of Defence.
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ANNLEXE.

(See paragraph

14,3
14.9)

DETAILS OF RELAXATION IN EDUCATIONAL QUALIFICATIONS GIVEN TO

EX-SERVICEMEN FOR

Type of post
unreserved or (illed

by direct recruitment

(2} Any post by
direct recruit-
ment

(b) Group Reserved
[ ')\

(¢) Group Reserved
i("‘.

(d) Group (7 Partly filled by re-
cruoitment and partly
by promotion or

fransfer.

(¢) Clerical Cudre in Reserved
public scelor

banks

Whether reserved or

EMPLOYMENT

Presceribed ecuca- Relaxation admissible

IN CIVIL POSTS

tional qualilica-

tions

B.A.

Matric 1 Div.
ligher

Relaxation in case of commissioned

officer who passed out of IMA/

NDA before INU accorded recog-

nition 1o NDA Courses as equiva-

lent to Degree and who have S

years of  satisfactory military

service.

Exempted in respect of ex-service-

men with three years ol satisfactory

military service,

Relaxable at the discretion of

appointing authority in respect of

ex-servicemen  with three  vears
military service.

An ex-servicemen shall be deemed

Lo satisfy the preseribed educational

technical qualifications provided

he i —

(1) satisfics the educational/techni-
cal cualifications  preseribed
[or direct recruitment to the
post from which promotion
or f(ransfer to the post in
question is allowed;

has identical  experienee of
work noa similar discipline
and for the saume number of
years in the Armed Forees ax
preseribed  for promotees or
transferces.

Matric 11 Division

Jligher Secondary 11

(b)

Division,

Secondury

[ Division.

- PRSP
-

Source @ Ministry ol Defence.



CHAPTER 15
MEDICAL AND OTHER FACILITIES

[5.1 Medical facilities are provided Lo central government civilin employees and their families
under the following schemes,—

(iy Central Government Health ‘Scheme (CGHS)

(i) Medical Reimbursement Scheme (MRS) under the Central Services (Medical Atfendance)
Rules, 1944,

(iiiy Railway: Medical Scheme (RMS).

We have referred to this in Chapter 16 of Part 1 of our report. There are separate arrangements
for provision of medical facilitics to armed forces personnel and their families,

15.2  The need for miedical attention increases with advancement of age. We have received o
number of suggestions from pensioners and their associations for extension and improvement of
medical facilities to (hem.

5.3 Employees who are covered under CGHS continue to get medical attention cven aiter their
superannuation/retirement on payment ol preseribed contribution. The facilities under this scherme
incluade outdoor as well as indoor treatment and are extended to dependent family members of the
pensioner,

[5.4 It has been suggested that these facilities may be further extended and liberalised to cover
pensioners living in diiferent parts of the country, Suggestions have also been made [or provision
of these lacilities free of charge, re-imbursement of medical expenses incurred if the pensioner’is not
staying within a reasonable distance from the dispensary and a fixed medical allowance. It has also
been pointed out that employees working in the central government and unior territories who were
not covered by CGHS while in service are not eligible lor these Facilities alter their retirement even
though they may settle down in a place where CGHS facilities are available,

15,5  We understand that the government is considering the improvement and expansion ol” CGHS
Lor pensionets.  Government have extended CGHS facilitics to even those other than its employees
at certain nominated dispensaries on payment of contributions.  We recommend that CGHS facili-
ties may be extended (o all retived civilian government employees including those ol union territories
cven If they were not covered by it while in service. This may be done wherever such {acilities are
provided,

15.6 The Health Insurance Scheme started by General Insurance Corporation in [984-85 has
recently been revised to make it more attractive.  However, under the scheme there is no provision
for domiciliary treatment. In our view medical facility including domiciliary treatment is a basic
requicement and should be made available to all pensioners and not confined only to a few major
cities.  We suggest that government may examine the modality of introducing a special comprehen-
sive medicare scheme for pensioners.  The scheme should be simple and casy to administer and
provide facilities similar to those available under CGHS.  The question of making one time payment
for the medicare scheme by (he pensioners and/or by government may be examined while formulating
the scheme.
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15.7 Under the Retired Railway Employees Contribulory Health Scheme (RRECHS) the medical
facilities are at present restricted to the employee and the spouse only on payment of prescribed contri-
bution. Tt has been urged that retived railway employees should be eligible for free medical attention
on a scale similar to the one applicable to the serving employees.  Requests have also been made to
the effect that i hospital Facilities are not available within reasonable distance the retirees should be
re-imbursed medical expenses incurred by them.  Department of Railways may examine the improve-
ments that will be necessary in extending further facilities ol medicare to retired railway employees.

15.8  Defence pensioners and their families and the families of deceased service personnel drawing
pension of some kind are entitled to free out-patient treatment in the nearest armed forces hospital
including supply ol medicines necessary for their treatment. These personnel arc also cligible for
in-patient treatment in such armed forces hospital subject to certain conditions.  This does not in-
clude treatment for diseases For which Tacilities are not ordinarily available from local military sour-
ces. It was decided in 1981 that domiciliary treatment of defence pensioners and their families for
chronie discases like pulmonary tuberculosis and lIeprosy may be provided in armed forces hospitals
at certain selected stations. It has been suggested that government should cnsure continued pro-
vision of complete medical, facilities to defence pensioners. their immediate dependents and  widows
in receipt of any kind of pension. It has been further suggested that in-patient treatment should
not be restricted only to the facilities available at the local armed forces hospitals but transfer to other
hospitals for specialised treatment should be allowed. At present, out of overall sanctioned beds in
the armed lorces hospitals a maximum of 500 beds will be used [or the in-patient treatment of the
defence pensioners in peace time.  The requirement of serving personnel have to be Kept in view
while” extending medical - facilities to defence pensioners in armed [orces hospitals,  Government
may - therefore review the position from time to time and extend such additional facilitics to defence
pensioners as may be feasible taking into account all relevant factors.  Recently, government of Kar-
rataka have extended facilities in regard to in-patient treatment of defence pensioners,  Similar faci-
lities, 1f extended by other State goveraments, will go a long way in catering to the needs of defence
pensioners.

15.9 A number ol suggestions have been received from the pensioners and their associations re-
questing various facilities for pensioners on par with scrving government employees,  There is also
a suggestion for creation of a wellare fund for pensioners.  While it may not be feasible to extend to
pensioners all the facilities that are available (o serving government employees, we suggest that cm-
ployees should be given appropriate guidance (o plan for retirement at an early stage of their career.
‘We have sugeested the appointment of personnel officers in Part 1 of our report and we think that
they can play a very important role in helping the employees to plan for a satisfuctory retired
life, We have also recommended improved pay scales in Part T ol our report which will improve the
pension and other retirement benelits and thus enable Ihe retiring government employees to  lead  a
decent retived life.  We would also suggest that  government may examine the possibility of
providing lacilities of reading room, library, recreation, ete. in major metropolitan centres having
substantial number of pensioners preferably in the same complex where a CGHS  dispensary is
located so as to-serve the social needs of the pensioners. Such a place will aiso provide  opportu-
nity for-exchange ol information.

(5,10 Therg are many government and quasi-government agencies engaged in house building with
substantial financial- assistance from government and/or public financial institutions.  We recom-
mend thal o such agencies it should be stipulated that a certain pereentage of houses constructed
by them may be reserved for allotment to retired central governinent employces. Efforts may also
be made to provide in these localities community Tacilities like library, common room. dispensary
and bus terminal,
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CHAPTER 16
OTHER MATTERS

16.1 In this Chapter we propose to discuss certain other matters concerning pensioners which have
heen raised for our consideration. These are,—

(i) re-employment of pensioners;

(i) government employees absorbed in public sector undertakings: and

(i1} forum for pensioners,
(1) Re-emiployiment of Pensioners

16.2 The general guidelines to be followed in cases where in the exigencies of public service and
in the interest of administration it becomes necessary for the government to continue in service certain
emplovees even after superannuation have recently been modified and government have consolidated
the same under Central Civil Services (Fixation of Pay of Re-employed Pensioners) Orders, 1986.*
The pensioners have been broadly classified into two categories for the purpose of fixation of pay
on re-employment, namely-

(i) employees in B, C and D categories who relired before altaining the age of 35 vears. and (i)
other retired employees.  Foremployees in category (i) the pay on  re-employment is fixed at the
minimum of the scale of pay of the post ignoring the pension and/or pension equivalent of retirement
benefits to which they are eligible.  In other cases pay on re-employment is fixed under the relevant
orders and from this pay, pension and pension equivalent of retirement beneflits are deducted,  How-
ever, in the case of pensioners who have retired from group ‘A’ posts before attaining the age of 55
years, the first Rs. 500 of pension and pension equivalent of retirement benefits is not adjusted. In
such cases, pension and pension equivalent of retirement beneflits are not allowed to exceed Rs. 3500
per month.

16.3 Government have considered 1t necessary to place certain restrictions on aceeptance ol
commercial employment by retired employees within (wo years after retirement.  This is being re-
vulated under the provisions of rule 10 of Central Civil Services (Pension) Rules and the All India
Services (Death-cum-retirement) Rules 1958 in respect of oflicers belonging to All India services,
These restrictions apply to group A oflicers, No such restrictions have been placed on employees of
groups B, C and D with a few exceptions,

6.4 Suggestions have been made for liberalising the existing rules for grant of permijssion to
those seeking commercial employment after retirement. It has also been urged that instead of re-
quiring all group A oflicers to obtain prior permission, it would be adequate if certain specific sensitive
posts in ministries/departments are identified for such purpose.  In other cases it should be sullicient
for the employee o intimate details ol his commercial employment o the ministry/department
concerned with a declaration to the effect that he has had no previous oflicial contact with the orga-
nisation with which he proposes to take up employment.  Violation of this could be  dealtl  with
under the pension rules for withholding/curlailing of pension. We suggest that government may
review the existing rules and procedures so as to enable the concerned Ministries to deal with these
cases as well as identity specific posts for which such prior permission should be necessary.

* Vide Government ol India, Department of Personnel and Tratining NG Noo 270085 B (P, dated July 31, 1936
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16.5  As regards fixation of pay on re-emplovment it has been suggested that since gratuity and
pension are received for services rendered in the past by the employee, these should not be deducted
while fixing pay on re-=employment.  Suggestion has also been made that the existing methods of
determining pension equivalent of gratuity for the purpose of fixation of pay on re-emplovment needs
to be reviewed.

16.6 The procedure adopted for caleulation of pension equivalent of gratuity had comein for
view in a case® decided by Supreme Court,

e
Axs the retirement benefits of the employees will improve
with the revised scales of pay, we suggest that government may resiew the entire question ol lixation
of pay oo re-employment, including the amount of pensionary benelils which  should be ignored
on such re-emplovment and issve revised guidelines,

(Y Governmenr employvees absorbed in Pubdlic Sector Undertak ings

16.7 Under the existing rules, a central government employee absorbed in public sector undertaking
wholly or substantially owned or controlled by government is deemed to have retired from govern-
ment service and becomes eligible Tor retirement benelits.  For this purpose, the employce is given
option (o choose between retirement bznefits, including the facility of commutation of /3 of his
pension or to receive commuted valuc of one-third of his pension and terminal benefits equal 1o the
commuted value of the balance amount of pension.  [n the case of a central government emplayee
who pets absorbed in the public sector undertaking and elects o commute only 1/3rd of his pension,
dearness relief as admissible on full pension is available to him after he finally retires from the public
sector undertaking. During the period of his emplovment in the organisation, the payment ol dear-
ness relief is suspended. However, us he continues (0 he a government pensianer, he oets  the
benefits of liberalisations in relief and pension from time to lime . In the case of a government em-
plovee who has opted for a Jump sum pavment in the form of “terminal beneiits” no dearness relief
is allowed even after he retires from the public sector undertaking,

16,8 We have received suggestions for grant of dearness relief to those employees who have availed
of *terminal benelits’ after ”]L‘..\’ have retired [rom the PUb”i‘ geeLor llﬂdi'l'lil](iﬂg__'. Th(.‘_\" hitve also
l-t-f|Uc\I:(,‘d for extending the benefit of family pension to them as available ro central government
cmplovees.

16,9 Al present, wherever the public sector undertaking has a separate Family pension scheme for-
mulated for its employees, (he central government employees absorbed in sueh publie sector under-
takings are governed hy those provisions and noi by the Family pension scheme applicable to govern-
ment employees.  In case the public sector undertaking has no separate family pension scheme or
the employee is nol ¢ligible to join such a scheme, he continues to be governed by the family pension
scheme applicahle (o government employees.

16,10 We have carelully considered the suggestions. We note that these government employees
abhsorbed in public sector undertakings are deemed to have retired from government service [rom the
date of their absorptiov.  Since they have received lump sum amount in lieu ol full pension.  they
cease (o be government pensioners. Persons who are not actually in receipt o any pension cannaol be
treated as pensioners and considered Tor relief on pension. We however understand (that there arc
only a lmited number of such employees.  As recommended [or CPE retirees in Chapter 9, govern-
ment may consider the feasibility of giving an option to these employees to come over to the pension
scheme subject to their refunding the entire amount ol terminal benelits received by them at the timwe
of absorption.  We do not suggest any change in the existing rules governing grant of family pension
lo government emplovees getting absorbed in public sector undertakings,

FOAIR 1986, SC 240 Shiveshwar Prasad Sinha s, Union ol India and Others.
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(111 Forin for Pensioners

16.11 Tt has been suggested that the interests of pensioners should be looked a fter by a body similay
to those under Joint Consultative Machinery (JCM/Permanent Negotiating Machinery (PNM) -
schemes. Recently, this aspect has received attention of the government and the Depariment of Pep-
sion and Pensioners” Welfare has constituted a Standing Committee of Voluntary Agencies (SCOVA)
under the department with the following objectives,-

(i) To provide a feedback on programme implementation of the department ;
(i) to discuss and critically examine new policy initiatives; and

(i) to mobilise voluntary elfort to supplement the government action.
A copy of the Resolution issued by the government in this regard is at Annexe 16.1.

(6.12 In our view pensioners represent manpower rich in experience and tafent which should beé
properly used in the nation building activities. Constitution of SCOVA therefore Assumes signi- ”
ficance. We would, however, suggest (hat government may examine broad-basing the. objectives
(i) and (331) referred to above so at to highlight the various problerns of pensioners, like medical and
housing needs, their utilisation in social welfare schemes like adult education, rural develppment,
urban improvement, etc. While doing so, Secretaries of the concerned ministries/departments, reps
resentatives of some of the State governments by rofation may also be included in the Commitice.
The Committee should be presided over either by the Cabinet Secretary or Secretary, Departmen
of Pension and Pensioners” Welfare. This will serve as a forom to deal with all the problems of

pensioners.
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ANNEXURE 16.1

(See Paragraph 16.11)
(FO BE PUBLISHED IN THE GAZETTE OF INDIA PART I SECTION I)
GOVERNMENT OF INDIA
Ministry of Personnel, Public Grievances & Pensions
(Department of Pension & Pensioners” Welfare)
RESOLUTION
New Delhi, the 31st July 1980

No. 41/24/86-P&PW. The President has been pleased to decide that a Standing Committee of
Voluntary Agencies for the Department of Pension & Pensioners’ Welfare should be constituted with
immediate effect,

1. The composition of this Committee will be as under :—

1. Dr. Bool Chand,
President,
Bharat Pensioners Samayj,
New Delhi.

2

Shri Ripudaman Singh,
Senior Vice President,
Bharat Pensioners Samaj.
New Delhi.

3. Shri S.S. Ramachandran.
Secretary General,
All India Central Council of Pensioners” Associations.
New Delhi.

4, Shri B.G, Vaze,
General Secretary,
All India P&T & Other Central
Government Pensioners” Association,
(Main Centre).
Pune,

5. Shri M.S, Hinge,
General Secretary,
All India Retired Railwaymen’s,
Federation,
Bhusaval.
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6. Brig. Ram Singh (Retd.),
President,
Indian Ex-Services League,
New Delhi.

7. Col. B.S. Panwar (Retd.),
Senior Vice President,
Indian Ex-Scrvices League,
New Delhi.

8. Maj Gen. Budh Singh MC (Regt.),
President,
Haryana State Ex-Services League,

9. Air Comdre M.S. Dandeker (Retd.),

President,

Maharashtra State Ex-Service League.
10. Brig. Nandagopal (Retd.),

Presicent,

Tamil Nadu State Ex-Services League.
11. Brig. B.R. Upadhyay PYSM (Retd.),

President,

Bihar State Ex-Services League,

1he Additional Secretary in the Department of Pension and Pensioners’Welfere will functi
on as the Convenor and Member Seerctaxy of this Committee., The Government will have the
power to associate such official members as may be considered necessary from time to time with
with the work of this Committee.

2. The term ol oflice of the non-official member will be for a period of one year.
3. The Committee shall 'unction to promote the following objectives:
(i) To provide a feedback on program me implementation of the Department.
(i) To discuss and critically examine new policty initintives.
(iii) To mobilise voluniary cITm!'t to supplement the Government action.

4. The Committee will hold its mectings as often as may be necessary.

5. TA and DA to non-official members for attending the mectings of the Committee shall be reou
[ 14 o -

lated in accordance with the provisions of 8.R. 190 and orders of the Government of India thereunder
as issued from time to time,

6. The expenditure involved will be met from within the sanctioned budgel grant under the Major
Head of Account 252, A-Secretariat General Services, A-1-Secretariat, A-I(I)-Department of
Per.sonnel &l raining, A-I(1)(3)-Travel Expenses under Grant No. 75-Ministry of Personnei. Public
Grievances and Pensions for the year 1986-87. ’ ’

Sd /-
(I. K. Rasgotra)

Additional Seeretary to the Government of India
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CHAPTER [/

DATL OF EFFECT AND FINANCIAL IMPLICATIONS OF RECOMMENDATIONS

(I) Date of Effect

17.1 1In Part I of our report we had suggested that the bensfit of the scales of pay recommanded by
us may be given from the beginning of the current {inancial year. This recommendation was modi-
fied by the government and the revised scales of pay for groups ‘B, ‘C” and ‘D’ employees have been
given from January 1, 1986. The matter regarding group A’ employcees is still under consideration.

17.2 The pay structure proposed by us is based on idex average 605, Wa therefore recommend
that decath-cam-retirement benelits for central government emplovees including employees of union
territories, personngl belonging to all India services and armed forces personnel and the rationalised
pension structure for pensioners prosed by us may be made applicable with effect from January I, 1986.

17.3 In the case of employees retiving during the period Jannary 1, 1986 to Seplember 30, 1986,
government may consider treating the entire dearness allowance drawn by them up to December 31,
1985 as pay for pensionary benelits.

17.4 We have suggested improvements in death-cum-retirement benefits and retionalisation of
pension structure. If in the implementation of our recommendations there are any hard cases requir-
ing special consideration, they may be dealt with on merits by the government.

17.5 The improvements in some of the exisiing pensionary benefits have been suggested to be exten-
ded to past pensioners also. Any other bencfits requiring similar consideration may be decided by go-
government taking into account all relevant factors.

(I1) Financial Implications

17.6 We had indicated in Part T of our report that the estimated additional cost i respect of the
pension structure for pensioners-both past and (uture-and the death-cum-retirement benefits will
be covered in Pact 1T dealing with these matters. We have tried to estimale the additional cost involved
in our recommendations on pensionary matters. It is diflicult to indicate the additional cost i respect
of improvements in the rates of family pension. extraordinary pension, ferminal benefits (o temporary
employees, etc. as some of these pensions aré admissible under special circumstances only and the
requised information is also not available under the existing system. We have, therefore, attempted
to indicate the additional cost in respect of some of the major items where some information is avai-
lable. Tn estimating the additional cost, we have taken into account the revised scales of pay recom-
mended in Part I of our report and the decisions taken by government thereon. The  immediale
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additional expenditure on our recommendations relating to retirement benefits on this basis is indcated
below i—

" Ttem Estimated expenditure per anoum
(Rupees in crore)
Civilian Armed Total
employees  Forces
including personnel
U.T.
1. Retiring pension and gratuity . : ; ; . 10 15 25
2. Ex-gratia payment to retirees under contributory provi-
dent fund scheme. . . . . : : : 27 ., 27
3. Rationalisation of pension structure
(1) for pensioners . . ’ . ; : ¢ 13 114 187
¢i1) for family pensioners . : ; . : : 21 14 35
4. Improvement in the disability element and constant atten-
dant allowance.. : : ; : . : . e 24 24
TOTAL . 2 .. ‘ ; . ; ; [31 167 2908

Say Rs. 300 crore

17.7 It may be seen that of the estimated annual expenditure, improvements in retirement bene-
fits for future pensioners will cost about Rs. 25 crore. The remaining expenditure representing more
than 90 per cent is in respect of rationalisation of the existing pension structure and much needed
relief for past pensioners and retirees. We have discussed in detail the economic background in Part I
of our report. The estimate additional expenditure of Rs. 300 crore per annum is justified for meecting
the genuine needs of pensioners.



CHAPTER 18
SUMMARY OF MAIN RECOMMENDATIONS AND CONCL USIONS

1. Pensions to former members of the armed forces and civilian employces of central government
is not by way of charity or an ex-gratia payment, or a purely social welfare measure, It is in the nature
of a “right”” which is enforceable by law. (2.3)

2. The existing Act, the rules and regulations do not contain a definition of the ter mi pension which
explains its meaning, concept or content. (2.11)

3. The concept of ‘pension’ always had the latent desire to provide for the cventuality of old
age and disability by disease or accident or death. Tts real purpose was  security. (2.13)

4. The basic idea earlier was to give a sense of economic sccurity and independence to a civil ser-
vant so as to make his functioning more efficient.  The meaning changed over the years and became
more and more gencrous. (2.15)

5. A pension is a series of periodic paymernts to a person usually payable monthly, for fife, for past
services of himself or another. (2.16)

6. The concept of “pension”™ carcies within it the germ of certainty, periodicity and “adequacy”.
(2.17)

7. While the capacity or financial resources of the employer is a factor to determine adequacy, we
should continue the efforts to provide adequate pénsions to government employees. (2.17)

8. Aim should be to provide that even in retircinent, if’ the employee has been careful and prudent,
he may maintain his residuary family in a way and at a standard considered reasonable by the socicty
where he belongs, making cost of living adjustments as and when necessary.  (2.17)

9.  Aim of pension is to provde economic security in the fall of life. Since prices undergo change, it
should also be the aim to maintain the level of pension. (2.21)

10, There should also be a fair and just system of pension adjustments to provide for unforeseen
socio-economic changes., (2.23).

11. “Content’” of pension is variable according to the conditions of the service, the reasonable ex-
peetions arising ouf of it and the resources of the employer, The content of social security ‘pension’
is ever widening,  (2.27)

12.  Broadly speaking, there are two methods fo meet the financial commitment for pensions: the
current disbursenient approach, and the “funded’ plan approach. In most developed countries, the
funded plans are contributory. (2.28)

13, We subscribe to the objectives stated in pgencral terms, that a retivement plan should provide an
orderly means ol retirement for older employees. (2.30)

14. The age of the employee. state of health, length of service and his pay are some of the factors
to be taken into consideration in defermining peusion, (2.32), (2.33), (2.34) and (2. 35)
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15. Economy of the state is another factor which bears on determination of pensions and connected
with this is the other factor whether the employee is entitled to any other social benefit in addition

to pension. (2.36)

16. Existence of separate schemes of pensions like contributory scheme, may be a relevant factor
in determining what will be a proper or a suitable scheme of pensions. (2.38)

[7. Any benefit, like coneessional medical treatment, that may be available in addition to retirement
is also of relevance to take into consideration, (2.39)

18.  Benefits of a pension for widows, or for the family, is an attractive benefit by itself and deserves
to be taken into consideration. (2.40)

19, Traditionally, pensions were unalterable, but that was because the value of money was stable.
Now, there is no escape from the concept of adjustment in view of the persistent rise in the cost of
living. A person may be willing to accept a somewhat lower rate of pension calculation if he is assured
that its value will not decline appreciably. (2.41)

20, 1t has been declared as the law of the land in Nakara's case that pensioners form a class by them-
selves and this class is not divisible for purpose of entitlement and payment of pension into those who
retire ‘before’ and those who retire ‘after’ a certain date arbitrarily fixed for the purpose.
This being the law, it is a factor to reckon that any changed formula for computation of pension will
work back all pensioners who retired earlier also, (2.43)

21. The scheme of pension should not act as a disincentive to savings or breed waste or extravag-
ance or undermine the incentive to work, The state should explore the possibility of utilising the experi-
ence and expertise of its good and able pensioners as best as possible. Pensioners should look on such
opportunitics as means for serving their country even in retirement, (2.44)

22. Good pensions, like any thing good, should be earned during working life and valued during
retired life. (2.45)

23, Most of the State governments have generally been following the central government pattern for
grant of pensionary benefits to their employees. Even changes made from time to time in various
rules with regard to these benefits by the State governments appear to have been influenced by the
improvements made by the central government. (3.2)

24, 'The retirement benefits in different States are generally on the existing ceniral government
pattern except in regard to the restoration of commuted value of pension, (3.9)

25. The benefits available to emiployees of Public Sector Undertakings (PSU) at the time of retire-
ment are mostly in the form of employers’ contribution to provident fund, gratuity and facilities for
leave encashment, Family pension scheme has also been adoptd by soine of the PSU under the
provisions of the Employees’ Provident Fund and Miscellaneous Provisions Act, 1952, This scheme
is different from the family pension scheme applicable to  central government employees. (4.1)

26. No reduction is favoured in the existing requircment of 10 vears qualifying srvice for grant
of pension to civilian employees. (5.12)

27. 'The calculation of pension with reference to the pay last drawn may not be beneficial to
employees in all cases. The cxisting scheme under which pension is caleulated with reference to pay

drawn during the last 10 months of service may continue, (5.15)
28, To simplify and rationalise matiers pension may be calculated at 50 per cent of pay for all
categorivs of central governmeni employees, (5.19)
29. Basic pension {or government employees may not exceed Rs, 4500 per mensem. (5.20)
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30. The pay for purposes of retirement henefits should be the basic pay in the revised pay struc-
ture. (5.21)

31. In evolving a scheme based on pension fund the government will have to consider if the fund
should cover only the fresh entrants to government service or also the existing employees. The
insi..utional arrangements for management of the pension fund by way of creation of special trust,
employees response to the proposed scheme and all other related aspects will also have to be
considered, (5.22)

32. To rationalise matiers service gratuity may be allowed at a uniform rate  of 1/2 month's
pay for cach completed six monthly period of qualifying service below 10 years, (5.23)

33. No change is recommended in the existing rules governing payments of Death-cum-Retirerent
Gratuity, DCRG may be treated as retirement gratuity. (5.27)

34. Temporary employees who have rendered continuous satisfactory service for long periods
should be given the benelits of pension and DCRG as available to permanent employees on super-
annuation. The required period of service may be reduced from 20 fo 10 vears in such cases. In
the case ol cmployees whose total temporary service is fess  than 10 years at the time of retire-
ment terminal gratuity mav continue to be admissible as at present, (5.30)

35. The basic rates of family pension should be different from the normal pension rates,

(6.06)
36. The existing rates for grant of family pension may be revised as follows —
Basic pay in the revised scales Rate of family pension per mensem
(a) Rs. 1500/~ and below 30 per cent of pay subject to a minimum of Rs, 300.
(b) Above Rs. 1500 15 per cent of pay subject to a mininium of Rs, 450

and a maximum of Rs. 1000

No change is necessary in the existing provisions for payment of family pension at higher rate for
a period of 7 years or upfo the age of 65 years, whichever is less. Family pensioners should
continue to be eligible for grant of relief on pension in case of increase in prices to the same extent
as other pensioners. (6.8

37. A better way of providing relief to the family of an employee who dies while in service after
20 years of service would be to increase the rates of death gratuity. (6.11)

38. The rates of death gratuity may be revised as follows.—

Qualifying service Amount of death gratuity
Less than one year 2 times of pay
One year and above but less than 5 years 6 times of pay
5 years and above but less than 20 years 12 times of pay.
20 years and above. 1/2 of pay for each completed 6 monthly period of

qualifyinig service subject to a maximum of 33
times the pay and monetary limit of Rs, 1,00 lakh.
(6.11)
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39, In all cases of death in harness (whether the employees are permanent, quasi-permanent or
temporary, death gratuity may be paid to the families at rates recommended. (6.12)

40, There should be uniformity with regard to the age limits applicable to children of deceased

employees in the matter of grant of pensionary benefits under the various rules. [t may be examined
by government whether a uniform age limit could be prescribed both for sons and daughters, Once
a uniform age limit has been prescribed, the condition under the existing rules that the family pen-
sion payable to « son or a daughter shall be stopped if he or she starts earning his/her livelihood
may be removed. (6.13)

41, Modification in the definition of family for grant of benefits under the different service rules
the several implications and should be considered by government in all its aspeets, keeping in view
the repercussions on employees working in various organised sectors. Government may also con-
sider the larger question of the responsibility which it should assume at this stage for the families and
other dependents of deceased government employees only. (6.17)

42, In the family pension scheme under the pension rules no separate pension is payable to child-
ren, If the wife/husband of the deceased employee is alive family pension is paid only to her/him,
Where the deceased employee does not have a livin wife/husband that pension is payable to children
npto specified age. The same principle should apply to family pension under EOP rules also and
the additional pension admissible to children should be merged and consolidated family pension

given, (7.10)

43, The rules for payment of education allowance to children are cumbersome as they involve
verification of annual income of decesased employees family from time to time before the allowance
is paid. The present procedure needs to be simplified and brought in line with the provisions of
family pension under pension rules, (7.11)

44. Rates of consolidated family pension inclusive of children’s pension and education allowance
where applicable in different sets of circumstances will be as given in 7.11. (7.11)

45, At present the monthly amount of disability pension for 100 per cent loss in the earning capa-

city is equal to the ordinary family pension admissible under the pension rules. This may continue,
(7.12)

46. In cases where an employee has suffered disability attributable to government service and
has been granted disability pension under the EOP rules and needs some artificial aids under medical
advice he should be provided such aids initially and their replacement subsequently should  also
be provided by government, (7.13)

47, The existing pay limit of Rs. 700 per mensem for grant of family pension under liberalised pen-

sionary awards may be raised to Rs. 2200 per mensem. These awards need to be rationalised,

48, No change recommended in the existing limits on commutation of pension. The whole sys-
tem of commutation of pension requires a de nove examination. Government may e¢xamine the
feasibility of introducing scheme under  which pension  will  be restored after a short  period of
about 7 years or so for both civil and defence pensioners. (8.7), (8.8) and (8.9)

49, Contributory Provident Fund beneficiaries who have retired prior to March 31, 1985 with a
basic pay upto Rs. 500 per mensem may be given an ex gratia payment of s, 300 per mensem in addi-
tion to the benefits already received by them under the CPF scheme. The ex gratia payments and
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(he periodic inereases already received by those who retired on pay upto Rs 500/- may be so adjusted
that the tofal amount of ex gratia payment is not less than Rs. 300/-. The ex gratia amount of Rs. 300
per mensem may be reviewed as and when dearness relief is sanctioned to pensioners. (9.6)

50. Widows and dependent children of deceased CPF beneficiaries getting pay upto Rs. 500/- per
mensem may be sanctioned ex gratia pavment of SO per cent of the rate. (9.7)

51, The Contributory Provident IFund benefliciaries still in service on January 1, 1986 should be
deemed to have come over to the pension scheme on that date unless they specifically opt out fo
confinue under the CPF scheme. Government may extend  the benefit of DCRG to CPF benefi~
ciarics  in departments other than Railways on the same lines as in Railways. (9.8)

52, Department of Railways may consider the feasibilily of giving opfion to other CPF retirees
to come over to the pension scheme with effect from January 1, 1986 subject to their refunding
{o government the entire amount of government confribution inclusive of interest thereon credited
to their provident fund account at the time of their retirement, (9.9)

53. Based on the recommendations of pay commissions, government has been making improve-
ments in the pensionary benelits of various categoies ol povernment emplayees. The benefits of
such improvements were from a prospective date, | ‘ (10.1)

54. The Nakara judgement is a fandmark in the evolution of pension structure for past pensioners
and has laid down the law of the land in this regard. In terms of this judgement some improvements
in pensionary benelits have already been extendedby government to pensioners, including those
who retired prior to the date from which the improvements became effective, (10.2)

55, Government has also extended in the past the benelits of minimum pension (o existing pen-
SI0NCTS., (10.3)

56, Apart from improvements made by government in the pensionary entitfements based on the
reccommendations of pay commissions or on its own, merger of full dearness allowance with pay
has been done from time to time since the pay scales recommended by the First Pay Commission
came into force. ‘ (10.4)

57. Personal pension was introduced for the first time for a number of employees who retired
after March 31, 1985, Tt does not qualify for grant of any graded relief. (10.4)

58.  In Department of Pension and Pensioners” Welfare Ofliece Memorandum No. 42(4)-P&PW/86
dated March 3, 1986 while grimting graded reliel to pensioners with reference to index average 608
with efeet from January 1, 1986 it has been stipulated that the amount of pension plus graded reliel
in the case of those governed by tubles I and 1T will nol exceed Rs. 1938 and in the case ol those
g()\'g_‘ri\cd by table HIE it will not exceed Rs, 1863, (10.7)

59,  Employees retiring from broadly comparable posts at different points of time are receiving
diflerent amounts of pension on account of merger of dearness allowance with pay and due  to
gmé!cd relief gr:mtcd from lime (o lime. (10.8)
60. I?cn;@‘.ioners’ associations and individual pensioners have drawn attention to the disparitics in
pension of broadly comparabie retires and suggested that a method should he devised for equalisa-
tion ‘of pensions. Retirees from armed forces have suggested that they should get the same rank
pension as would be admissible o future relirees. (10.9)
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61. The amount of pension undergoes changes as and when the pay scales are revised. An'y attempt
to cqualise pension with reference to the revised scales of pay wo‘uld z‘“unounl; to 1'9[1'ospcctwc_ a pplf'--
cation of these scales of pay. It is difliucult to accept the suggestion for equalisation of pension with
reference to that admissibe in the revised scales of pay. (10.10)

62. The application of any one formula is not likely to benefit all categorics ol past pensioners,
The matter is to be viewed from a perspective which not only confers benefits to the pensioners who
deserve it but is also simple and easy to administer. Whatever relief is to be provided it should be
such that it is easily given to those who retired long ago by the pension disbursing authorities with-
out requiring any detailed recalculation of pension by the pension sanctioning authorities and
processing through various channels. (10.11)

63. The scheme recommended for grant of relief to pensioners for price rise over index average
608 is to apply both to existing pensioners and those who retire in future. It is necessary that]the

pension structure for existing pensioners is rationalised and simplified. Under the existing govern-
ment orders there are four tables presently being used by all pension disbursing authorities for

determination of graded relief on the pensions being disbursed by them. Any additional relief to
the existing pensioners should therefore be based on these fables with which the disbursing
authoritie sare fully conversant, (10.12)

04. As a result of pegging the amount of graded relief to pension of Rs. 500, those drawing pen-
sion above Rs. 500 have not been given adequate relief against price rise in the past. This situation
needs to be rectified while evolving a proper pension structure for existing pensioners. (10, 13)

65. Both civil and defence pensioners drawing pension upto Rs. 500 per mensem including family
pensioners and persons in receipt of extra-ordinary pension may be granted additional relief at rates
recommended, (10.14)

66. The relief in the case of both civil and defence pensioners drawing pension above Rs. 500, may
be recalculated in the manner indicated. (10.15)

67. The recommendation for recalculating pension at 50 per cent of pay instead ol the slab sys-
tem should apply to all existing pensioners and the ceiling on pension plus graded relief should
not apply to those who retired prior to March, 13 1985. (10.17)

68. The benefit arising out of recalculation of pension at 50 per cent should not be counted
for computation of additional relief recommended. (10.17)

09. Minimum pension for pensioners including family pensioners may be fixed at Rs. 300 per
mensem. In case of existing pensioners, where the total amount of existing pension plus relief plus
additional relief recommended falls short of Rs. 300, the same may be raised to Rs. 300 per mensem.
This minimum shall also apply to future pensioners. (10.18)

70. The relicfs now admissible and those recommended should be consolidated with the pension
in every case and the total amount so arrived at should be deemed as pension in the rationalized
structure proposed with effect from Jaouary 1, 1986. The consolidated amount of pension  should
be the basis for grant of future relicf. (10.19)

71. The additions to pensions recommended in Chapter 10, will not qualify for any additional
commutation for existing pensioners. (10.19)
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72. Government may consider paying a lump sum amount in lieu of the personal pension on a
basis considercd appropriate so that this does not continue as a scparate element in the rationalised
pension structure. (10.20)

73. Dearness relief in future should provided full neutralisation of price rise to pensioners draw-
ing pension upto Rs. 1750 per mensem, 75 per cent to those getting pension between Rs. 1751 and
Rs. 3000 and 65 per cent to those getting pension above Rs. 3000. The price rise for purposes of
grant of relief to pensioners in future should be worked out in the same manner as recommended
for serving employees in Part I of report may be given twice a year. (11.7)

74. So far as the existing pensioners are concerned their pensions may be rationalised at index
average 008 (1960 — 100) in the manner recommended. Relief at the revised rate recommended

may be given on the consoidated pensions in future for price rise over index average 608,
(11.8)

75. It is not desirable to encourage the present tendency to continue provisional pension to re-
ticing cmployees. Government should adopt suitable measures to tone up the administration and
ensurc that every retriing employee gets his  pension payment order on the day of his retirement.
Appropriate interest should be paid to the pensioner for any delay in sanctioning pension  beyond
three months {from the date of his retirement. (12.3)

76. The Department of Pension and Pensioners’ Welfare should try to build up a detailed and
easily accessible dala bank about pensioners of various categories in different organisations of
the Government of India. (12.4)

The governnient, should cvolve a simple system of payment ol pension through banks all over
the country, paricularly for members of all India Services. (12.5)

77. Government may examine the feasibility of introducing a pension book for pensiomers. A
beginning towards mechanisation can also be made by infroducing modern {illing and indexing
systems and by use of electronic calcultors.  Suitable facilities should also be provided to pensioners
while they wait at pension disbursing olflice to draw their pension, (12.0)

78. A change of attitude on the part of bank personnel is also required and pension disbursement
showld not be treated by the banks as a routine activty.  This work should be viewed as an obli-
gation which the banks discharge on behalf of the government. Pensioners should be treated as
respected senior citizens,  Special counters should be opened for them to expedite payment of
pension. (12.7)
79.  JU may be examined if pensioners could be allotted identilication numbers so as to facilitate
computerisation of data. This will be a first step towards computerisation. The Department of
Pension and Pensioners’ Welfare should set up an expert body Lo study pension disbursement system
and strcamline all the existing procedure Tor disbursement.  This should be a countinuiag cllort
50 as Lo provide maximum satisfaction to the pensioncrs, (12.8)
80. The existing system of standard rate of pension for commissioned oflicers may be modilied

and the retiring pension calculated for cach officer based on his pay and the actual qualifying service
rendered by him after adding the weightage of service presently admissible. (13.8)
81. In case of personnel below oflicer rank, the existing system of standard rate of pension separate-
ly for cach rank in the various pay groups may continue with the existing weightage of 5 years.
(13.9)
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