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INTRODUCTION

127.1 Our Terms of Reference require us to cxamine the existing
pension structure and death-cum-retirement benefits with a view to having a proper
pension structure for "pensioners” and make recommendations relating thereto
which may be desirable and feasible. This gives us a broad enough canvas and we
have tried to fulfil our mandate. We have not allowed the deletion of the phrase
"pensioners, both past and present”, which had been used in the Terms of
Reference for the Fourth CPC, to constrict our vision and have included past
pensioners within the ambit of our consideration.

DEFINITION OF PENSION

127.2 - As per Article 366 (17) of the Constitution of India, pension
means a pension, whether contributory or not, of any kind whatsoever payable to
or in respect of any person, and includes retired pay so payable, a gratuity so
payable and any sum or sums so payable by way of the return, with or without
interest thereon or any other addition thereto, of subscriptions to a provident fund.

THE GOALS OF PENSION SCHEMES

127.3 Pension is an area where clarity of vision is often obscured by ill-

~ considered notions. However, the Supreme Court of India has, in the landmark

judgement of D.S. Nakara and others vs. Union of India (AIR 1983, SC 130)

- clarified all the issues connected to pension. While examining the goals that a

pension scheme should seek to subserve, the Apex Court held that :

“A pensior. scheme consistent with available resources must provide that the
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(1) free from want, with decency. independence and sclf-respect. and
(n) at a standard cquivalent at the pre-retirement level”
1274 The Court felt that as determining the minimum amount required

for living decently was difficult, sclecting the pereentage represcnting the proper
ratio between carnings and the retirement income was harder. We owe it to the
pensioners that they live, not merely cxist.

127.5 The Court held that pension is neither a bounty nor a matter of
grace depending upon the sweet will of the emplayer. It is not an ex gratia
payment, but a payment for past services rendered. It is a social welfare measure,
rendering socto-cconomic justice o those who in the heyday of their life ceaselessly
toiled for the employer on an assurance that in their old age, they would not be left
in the lurch.

127.6 We would like, thereforc, to state at the outset that we respect the
observations of the Hon'ble Court in the Nakara case. It necds to be averred
cmphatically that pension 1s not in the nature of alms being doled out to beggars.
The senior citizens need to be treated with dignity and courtesy befitting their age.
Pension is their statutory, inalienable, legally enforceable right and it has been
earned by the sweat of their brow. As such 1t should be fixed, revised, modified
and changed 1n ways not entirely dissimilar to the salaries granted to serving
employees.

1277 Having said so, we would hasten to add that we are not advocating
a complete parity between pay and pension. Such a parity is neither justified nor
affordable. All we are saying.is that, in certain respects and within the limits of
financial feasibility, certain limited linkages need to be incorporated.

127.8 We started to build these bridges when for the first time i the
history of the services, we suggested in our Report submitted in October, 1994,
that an interim relief be granted to pensioners. When no action was taken on the
same, we followed it up in our Report presented in May, 1995 and suggested
another instalment of interim relief to pensioners. Fortunately, this time the
Government relented and granted both the installments of interim relief to
pensioners. This established a principle and the grant of a third instalment to
pensioners consequent upon our Report of August, 1996 evoked no surprise. We
hope and trust that this nexus between the serving employees and pensioners
with regard to grant of interim relief is now firmly established and will
subsist.

QUANTUM OF PENSION

127.9 With regard to the quantum of pension, there is nor can there be,
a universally acceptable formula. Different countrics give pensions ranging
between 50 and 100% of last pay drawn. Our Consultants have suggested that
67% of last pay drawn should suffice. We realise that it would not be possible for
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Government to fund this sudden increasc in the quantum of pension from 50% to
67%. It is. therefore, being suggested that, while retaining the Government's
contribution at 50%, the balance should be funded by employee's contributions.
Even so, the figurc of 67% cannot be reached overmght for thosc retiring within the
mext few years.

12710 This will involve the constitution of a Pension Fund, in which both
Government's share and the employcc's contribution will be deposited, outside the
Public Account, to providc the possibility cf higher income by a judicious
investment of the trust funds.

127.11 There would be somc relief to pensioners by the reduction of
the period over which emoluments are averaged towards the end of the
career from ten to six months. Pcnsioncrs who have served the Government for.
morc than 33 ycars would also benefit from our suggestion that 0.5% additional
pension be granted for every 6 months of additional service over and above
33 years.

127.12 With regard to family pensions, we have retained the quantum of
30% of reckonable emoluments as at present but this has been made uni® - = for
all categoriec of employces. The ceiling has also been removed.

127.13 We have similarly found no justification for a differential
neutralisation of the cost of living and have, therefore, allowed full neutralisation
to all.

GRATUITY

127.14 There is a lot of loose thinking on gratuity. There are no fixed
schedules for treatment of a portion of Deamness Allowance as Dearness Pay for:
purpose of computation of gratuity. Resultantly, there have been great differences
between the amounts drawn by two colleagues who might have died or retired
within one day of each other. This naturally caused tremendous resentment.

127.15 Gratuity has also been unnecessarily subjected to three kinds of
ccilings. First is the rate of gratuity which is half-a-month's emoluments for every
year of service put in. This is subject to a second ceiling of 16.5 months,
irrespective of number of years of service. There 1s also a cash ceiling on top of the
other two. We have tried to bring about greater equity in the system between past
and present retirees, by making two suggestions - removal of the cash ceiling and
computation of gratuity on pay plus Dearness Allowance on the date of
retirement.

| PARITY BETWEEN PAST AND PRESENT PENSIONERS

127.16 The most controversial subject in the field of pensions has been
the glaring disparity between persons of equivalent rank and status drawing vastly
unequal pensions if they retired at different points of time. Government had tried
to solve the problem partially for the armed forces by adopting the One Time
Increase formula, but this had not met their demand for One Rank One Pension.
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The iniquity among the civilian pensioners has continucd over the decades with
scant relief to the older of the scnior citizens.

12717 We have attempted a major policy thrust, by suggesting a
complete parity between past and present pensioners at the time of the
Fourth CPC, while recommending a modified parity between pre-1996 and
post-1996 pensioners. The formula will ensurc total cquity as between persons
who retired before 1986 and those who retired later. It also gives all pensioners at
lcast the minimum pension appurtenant to the post- 1996 revised scale of pay of the
post they held at retirement. '

DEATH

127.18 We found considerable ad hocism in the treatment of employces
dying whilc in service, cven to the extent of diffcrent departments treating their
cmployeces through varying formulac. We have tried to bring some uniformity
in the ex gratia rewards according to the nature of death in five different sets
of circumstances, with the amount ranging upto Rs.7.5 lakhs.

MEDICAL ALLOWANCE

127:19 For pensioners not covered by CGHS, we are suggesting a
medical allowance of Rs.100 per month. We have also recommended a
comprehensive medical scheme, providing complete health insurance both to
employees and pensioners in non-CGHS areas.

CONCLUSION

127.20 " Thus the Commussion has tried, within the constraints of
resources, to rationalize the various retirement benefits, in accordance with an
overall strategy as outlined above. Much morc could possibly have been
attempted, but we have proceeded slowly and steadily in a particular direction, with

the hope that further improvements would be brought about by future Pay
Commissions.
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| VIEWS OF PREVIOUS PAY COMMISSIONS

INTRODUCT ION—}

1281 Age of retirement is one of the conditions of service of
Government employces irrespective of whether they are in the Central or State
Government. In fixing of the retirement age of employees, some of the most
important factors which arc taken into account arc: life expectancy, health and
morbidity, labour market conditions, stage of cconomic development, financial
implications, soctal dimensions, etc. The age at which the productivity, efficiency
and health of an employce begins to decline can be considered as the appropriate
age for retirement.

HISTORICAL BACKGROUND

128.2 Till 31st March, 1938, the normal age of retirement of Central
Government employees was 55 years. Employees could, however, be retained in
scrvice up to 60 years, depending on their being physically fit and mentally alert.
From 1.4.1938, the age of retirement was uniformly fixed as 55 years for all Central
Government employees and it continued to be so till 30th November, 1962.

1283 The Fust CPC recommended the age of 58 vyears for
superannuation. It was, however, decided in 1949 not to change the age of
retirement on the ground that a majority of the employees retiring at the age of 55
years were not capable of rendering efficient service and their replacement by
vounger persons was in the interest of maintaining efficiency in Government. This
question was again considered in 1953. While it was decided not to change the age
of retirement in consideration of its adverse impact on public opinion, hberal
extension of service, particularly in case of scientific and technical personnel was
rccommended in the context of shortage of trained manpower.
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128 4 The Second CPC also considered the question aid recommended
that raising the age of retirement to 58 years was fully justificd duc to improvement
in lifc cxpectancy, physical fitness and the need for trained manpower. The
recommendation was considered in 1959 and again in 1962, when it was decided to
raisc the age of superannuation to 58 years. The decision was based mainly on the
consideration that reduction in cmployment opportunitics in the cvent of an
incrcasc in the age of retirement would be a nominal 1% of the total additional
cmployment needed for the educated uncmployed during the 3rd Plan and that there
was an urgent nced for traincd technical manpower.  Orders were issucd 1n
November 1962 making the decision to increase the age of retirement from 535 to
58 years cffective from 112.1962. The age of retirement for Group *D* employces
and workshop cmployvees in the Central Government was maintained at 60 years,

128.5 The Third and Fourth CPCs examined the question of incrcasing
the age of retirement further to 60 years. While conceding that such increase was
justified in the context of the risc in lifc expectancy at birth, they did not, however,
finally recommend any increase having regard to its likcly adverse impact on fresh
recruitment, as they felt that induction of fresh blood and fresh knowledge was
cssential for efficient working in government.

PRESENT POSITION

128.6 Presently the age of retirement is 58 years for different categorics
of Central Government employees other than workmen, ministerial Government
servants who entered service on or before 31.3.1938 and Group "D’ employees, in
whose cases the age of retirement is 60 years. Provision also exists for
extension/re-employment in service of non-technical/ non-scientific personnel up

to the age of 60 years and of Scientific/Technical personnel up to 62 years in public
interest.

128.7 The age of retirement of technical and scientific personnel engaged
in research mstitutions like CSIR, ICMR, [ITs etc. and of university teachers i1s 60

years. However, in many universitics there is a practice of re-employing personnel
up to 62-65 years.

128 8 In Central Police Organisations, the age of retirement of personnel
up to the rank of Commandant is 55 years in BSF, ITBP and CRPF, and 58 years
in Assam Rifles, CISF and RPF. In the Coast Guard, officers below the rank of
Commandant, Subordinates afid Sailors retire at the age of 55 years. In the Armed
Forces, the age of superannuation differs from rank to rank and from category to

-category and ranges between 40 and 60 vears.

COMPARATIVE POSITION IN OTHER SECTORS

1289 Most of the State Governments follow the Central Government

*pattemn in regard to the age of retirement. In Kerala, however, it continues to be 55

years for all categories of employees. Officers of the State Judicial Services retire
at 60 ycars on the basis of a judgement of the Supreme Cou¢ dchivered on
November 13,1991 in the case of All India Judges Association versus Union of
India and others 1992 SCC(L&S) 9. Teachers retire at 60 years, and are also
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12810 Public scctor undertakings follow the retirement pattern of the
Ccentral Government. In the case of autonomous organisations supportcd by the
Government of India, a higher age of retirement of 60 years has been prescribed,
but the age of retircment for ministerial staff continucs to be 58 ycars in many of
them.

128 11 The age of rctirement in the private sector differs from
organisation to organisation and generally ranges from 60 to 65 ycars. In some

- smallcr organisations, there is no age of rctirement at all and employecs continuc

to work till they arc able to.

POSITION IN OTHER COUNTRIES

128.12 The global trend is to increase the age of retirement further in view
of demographic changes. In most of the western countries, age of supcerannuation
s alrcady 65 years. In U.S.A., it has been recently increased to 67 years. In Italy
and Argentina, an incrcase is proposed from 60 years to 65 years. In Denmark and
Norway, the age of retirement is 67 years and 70 years respectively. In the Asian
rcgion, the age of retircment in Japan and Hong Kong is 65 years. In China,
Pakistan and Phillipines, it is 60 years. Upward revision of the age of retirement
is, therefore, a global phenomenon.

CONSULTANCY REPORT

128.13 In the context of a large number of demands received from
individuals, associations of employees, eminent persons, etc. relating to increase
in the age of superannuation of Central Government employees, the Commission
entrusted a study to the Institute of Applied Manpower Research (IAMR) to
cxamine the retirement pattern of Central Government employees including
scientific, technical and educational categories, Central Police Orgamsations and
the Armed Forces and'to make suitable recommendations about their desirable ages
of superannuation.

128.14 The IAMR in its report recommended raising of the age of
superannuation on the following considerations:-

(a) Life expectancy

(b) Span of service

(©) Old age dependency ratio

(d) Physical health and mental capabilities
(e) Productivity in old age

(f) Expert opinion

MAIN ISSUES AND OUR RECOMMENDATIONS THEREON

128.15 It has been urged that the age of retirement may be increased from
58 years to 60-65 years taking into account the increase in longevity, availability
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of better health carc facilitics, improved health standards of citizens, need for
utihisation of expericnee and wisdom of scruor cmplovees. need for umif{ormity in
the age of rctirement between industrial and non-industrial categorics. the
possibility of taking full advantage of the vast potential of qualificd doctors,
scientists, enginecrs, technologists, and other professionals, the resultant reduction
in the cxpenditure on pensions, the scope for protecting the interests of
unprivileged sections of socicty and highly qualificd persons who join service at
higher ages and who arc unable to render 33 years of serviee required for full
pension.

128.16 After considering various aspects of the matter and the
recommendations of JAMR, we recommend an increase in the age of retirement
for all Central Government employees (except those in the Armed Forces and
Central Police Organisations) to 60 years on the following considerations:-

(1) Life expectancy at birth has increased by 19.5 years over 1961.
Life expectancy at the age of 50 years has incrcased from 14.81
years in 1950 to 27 vears.

(1) All over the world, the trend is to raise the age of superannuation
to around 65 years. China Pakistan and Phillipines have already
raised it to 60 years.

()  Many persons join Government employment at a late age. These
arc mainly the disadvantaged sections of socicty like scheduled
castes, scheduled tribes, other backward classes etc. They arc
unable to draw full pension because they do not complete 33
years of qualifying service. Addition of two more years {o service
would bring thousands of such employees to a higher rate of
pension.

(1v) A large percentage of employees already superannuate at 60
years. Extending the same benefit to others removes a major
irritant. It also does away with the anomalous situation of a
Group 'D' employec under promotion to a Group "C' post
debating within himself as to whether he should refuse the
promotion and continug till 60 years or accept the promotion and
retire at 58 vears.

) There 1s a tendency on the part of senior officials to seck
extension of service up to the age of 60 years. Very often, they
arc prepared to do anything for obtaining such an extension of
scrvice. A general increase in the age of superannuation, coupled
with a total ban on extension of service except for scientists and
medical specialists who could be granted extension in service on
a casc to case basis up to the age of 64 years, recommended
scparately, will lead to an enhanced level of objectivity and
impartiality among senior administrators.

(v1) The impact on employment situation is rather marginal, cspecially
as there is a freeze in fresh recruitment for the last 15 vears or so.
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(vin)  Therc 15 a massive saving of more than Rs 3000 crores on
account of postponcment of retirement benefits for two years.

12817 The recommendation for cxtending the age of superannuation
to 60 years should have only prospective cffect from such date as Government
may specify and shall be applicable only to those employees who are to retire
at the normal age of superannuation on or after the date on which the
Government orders come into effect.

12818 It has been urged that the age of superannuation for personnel of
Central Police Organisations should be (1) at par with other organisations; (11) 60
vears; () 58 years for all instead of 55 years up to the rank of Commandant and
58 ycears for others; and (iv) on the pattern of armed forces.

128.19 We have given carcful consideration to the suggestions and are
of the view that the ages of superannuation in different organisations have
been evolved over the years in accordance with their specific individual
requirements and any tampering with the existing ages of superannuation
may not be very conducive to the gverall interest of the organisations and
may ultimately prove to be counter-productive. We have also noticed that the
conditions of service of the armed forces and personnel of the CPOs arc different
and there is no provision for rehabilitation of personnel of CPOs after retirement
at par with ex-servicemen. The existing practice of maintaining the differcnce
between the two forces may continue notwithstanding the need for some relief to
the personnel of the CPOs for their early retirement.

12820 In ordér to compensate the loss partially that employecs in CPOs
may suffer due to non-extension of the proposed gencral increasc in the age of
superannuation in their case, we recommend that a benefit of three added years
of service for the purpose of computation of pensionary benefits may be given
to .ali employees in CPOs to whom the proposal for increasc in the age of
superannuation would not apply. The benefit of added years of service shall be
extended in case of superannuation pension alone and would be limited to the
extent of shortfall in qualifying service subject to maximum of three years so that
the qualifying service plus the weightage allowed does not exceed 33 years of
service. We are making a similar suggestion for armed forces personnel separately.

12821 Suggestions have also been made for reducing the age of
retyement 1o 55 years so as to overcome the problem of unemployment.

128.22 We have given careful consideration to these suggestions. Our
consultants (JAMR) have referred that the Central Government accounts for just
one per cent of total employment opportunities in the country. In most of the
western countries, the age of superannuation is 65 years. In the Asian Region also,
the age of retirement varies between 60 and 65 years. In the European Region, a
further increase in the retirement age is round the corner. We consider it to be bad’
economic policy to remove unemployment by retiring people before they cease to
be productive. Any attempt at reduction of age of retirement will not only be
uneconomical but is likely to be viewed as a retrograde step. Data furnished by the
IAMR supports the view that there has been a marked improvement in hie
expectancy not only at birth but also at higher ages. The survey conducted by them
and various WHO studies reveal that there 1s no dechine in physical health and
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mental abilities up to 62 years of age and there is a higher participation ratc of
older workers in the labour market. In the light of the above information and in
keeping with the global trends, we do not find any merit in the suggestions to
reduce the age of superannuation to 55 years.

12823 It has been urged before us that all the cmployees should be retired
on 3lst December irrespective of the month in which they were bomn.  Another
suggestion is that the employees born on the first day of a month should be retired
on the last day of the same month instead of the last day of the preceding month.

128.24 We have considered the suggestions in the light of the opinion
expressed by the official side that retiring all employees on 3lst December
irrespective of their month of birth or on the last day of the month for employees
bom on first of a month, would amount 1o retention of such cmployees beyond the
age of superannuation. We have also been informed that there are several court
rulings about persons whose date of birth falls on the first day of a month, in which
courts have held that such persons should retire from service on the afternoon of
the last day of the preceding month on attaining the age of superannuation. In view
of the above position, we do not recommend any change in the existing
procedure and practice betng followed.

128.25 The Department of Personnel and Training made a specific
reference to the Commission to examine and consider (i) substituting the words
“regular employees” for "monthly rate of pay" appearing in Rule 56(b) of the
Fundamental Rules because the use of the words "monthly rate of pay' was slightly
anachronistic, in as much as even casual workers with temporary status were in
receipt of pay on monthly basis; (i1) the scope of the term "workmen”, their age of
retirement and categories of persons who could be covered under Note below FR

56(b).

128.26 The staff unions of various organisations having fully or partially
commercial, semi-commercial or service functions have demanded that the age of
retirement of their employees be treated as 60 years as they belong to the category
of "workman' and the benefit of Note below FR 56(b) should be extended to them.
Certain categories of employees such as Drivers, Despatch Riders and Gestetner
Operators have also demanded the benefit of superannuation at the age of 60 years.

128.27 We have considered the proposals made by the Department of
Personnel and Training and the demands raised by certain categories of employees
in the light of several Court/Tribunal rulings. Courts and Tribunals have been
adopting a hiberal interpretation of the terms 'industry’ and "workman',with the
result that a large number of employees who would ordinarily not qualify as
"workmen' are getting the benefit of retirement at the age of 60 years.

128.28 The scope of the term ‘workman' has been examined and widely
interpreted by the Supreme Court in diverse judgements. In Prithpal Singh versus
UOI, 1991 Supp (1) SCC 32, driver of a staff car has been held to be an "artisan".
In Des Raj versus State of Punjab, (1988) 2 SCC 537, Irrigation Department of the
State of Punjab has been held to be an “industry". Following a judgement in a case

of Bangalore Water Supply versus A. Rajappa (1978)-2 SCC 213, the definition of
“industry' has been enlarged.
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128.29 In vicw of our gencral recommendation to increasc the age of
superannuation 1o 60 years for all Central Government employces regardicss of the
category to which they belong the questions posed to us by the DOP&T have
lost their relevance. :

12830 . The present age of supcrannuation of Central Government
cmployces has acted in the past as a benchmark against which the ages of
supcrannuation of other catcgorics of employecs, judicial officers, tcachers,
constitutional authoritics ctc. were fixed. It is expected that our
recommendations will lead to suitable readjustments elsewhere in order to
maintain the present relativities.
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INTRODUCTION

129.1 Currently, we already have a procedurc for voluntary retirement.
In the context of economic liberalisation and the need for rightsizing the
Government machinery, the question of liberalising the provisions of the present
Voluntary Retirement Scheme (VRS) arose. After considerable thought, and
considenng the report of M/s Noble & Hewitt, our consultants on the subject, the
Commission has evolved a two-pronged strategy on voluntary retirement as
under:

(a) Retain the existing VRS as it is, on a regular year-round
basis to take care of those who want to leave Government
service of their own volition. Here the assumption is that they
have weighed the pros and cons of their decision and have already
lined up a job in all probability. For them, the normal provisions
would be adequate.

(b) Evolve a new special short-term Golden Handshake Scheme
only for those who are identified by Government as surplus.
Here 1t 1s the Government which is taking the painful decision of
sending such employecs home, although there may be no fault of
theirs. To easc the position, special provisions are necessary.

129.2 We first consider the present provisions relating to Voluntary
Retirement and the demands and 1ssues pertaining thereto.

HISTORICAL BACKGROUND

1293 The scheme of Voluntary Retirement for Central Government
employees was first introduced in 1977 through executive instructions. It was given
a statutory backing by the introduction of Rule 48-A in the CCS (Pension) Rules
in Nevember, 1978. Under the Scheme, a Government servant who has completed
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not lcss than 20 ycars of qualifying scrvice may seck voluntary retirement by giving
a notice of not less than 3 months in writing to the appomting authority.
Retirement under this rulc is on a voluntary basis, the initiative resting with the
cmployee. The Governiment docs not have the right to retire the cmployee at this
stage.

129.4 Provisions providing for premature retirement arc also contained
in Rule 48(1)(a) of Central Civil Scrvices (Pension) Rules. A Government servant
can under this Rule, scck retirement at any time after completion of 30 years of
qualifying service. Rule 56(k) of Fundamental Rules provides for premature
rctircment by a Group "A’ or "B’ officer on: his attaining the age of 50 years,
provided he had entered Government scrvice before attaining the age of 35 ycars
and in all other cases afier attainment of the age of 55 years. The Government also
has a corresponding right to retire a Government servant in public interest under
Rule 48 (I)(b) and FR 56(j), but this is a kind of punishment and we have dealt with
compulsory retirement in our Chapter on Service Matters.

129.5 Initially, a weightage of five years in qualifying service was
admissible in cases of voluntary retirement under Rule 48-A. This was subject to
the condition that the total qualifying scrvice after. the weightage did not exceed 30
years and it did not take an employec beyond the normal datc of his
superannuation. Subsequently, however, the position was liberalised and the
weightage of five years has been given in all cases of voluntary retirement covered
by Rule 48(1)(a) and Rule 48-A of CCS(Pension) Rules and Rule 56(k) of the
Fundamental Rules. The limit of 30 years was also raised to 33 years. The benefit
of weightage is, however, not admissible in cases where a Government employee
1s retired compulsorily by the Government in public interest.

MAJOR ISSUES AND OUR RECOMMENDATIONS

129.6 [t has been urged before the Commission that the qualifying
service for seeking voluntary retirement should be reduced from the existing 20
years to 15 or 10 years. Some employces have pleaded that they be permitted to
retire after 15 years of service or on completion of 50 years of age irrespective of
the fact that they had entered Government scrvice before attaining the age of 35
vears.

129.7 Similar requests had been examined by the first three Pay
Commissions, who chose not to recommend any special provisions for early
retirement. The existing rules which permit voluntary retirement after 20 years of
service or on attaining 50/55 years of age already provide an opportunity to those
who do not wish to continue in service. Any further reduction in the period of
service for voluntary retirement is likely to create difficulties in the retention of
trained manpower in Government, besides casting upon Government the liability
to pay a life-long pension to the employee and his family after his death. Any
employer, including the Government, expects an employee to render service for a
reasonable period before entering into a commitment for the payment of a life-long
pension and family pension on a liberal scale. There is also no justification for
allowing different periods of qualifying service for seeking voluntary retirement in
case of outstanding sportsmen, women employees, Groups "A' and 'B' officers or
employees posted in remote areas as has been demanded. Taking an overall view
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of the matter, the existing provisions providing for voluntary retirement are
adequate and do not call for any modification. -

129.8 It has been urged that the weightage in qualifying service on
voluntary retircment should be raised from 5 years o 10 or 15 years. Also that the
weightagce of 5 years in qualifying scrvice may be allowed to thosc who sought
voluntary retirement prior to 10.9.1983.

129.9 The present provisions relating to voluntary retirement arc
considered to be quite reasonable and adequately compensate those desirous of
quitting government service for whatever reasons. Any further liberalisation of
these provisions would not appear to be justified. As regards the extension of
weightage of S years in qualifying service to thosc who retired prior to 10.9.1983,
benefits improving the conditions of service of government employees should
logically be extended only prospectively from a date to be specified for the
purpose. Under the circumstances, it would not be desirable to reopen past cases
already decided.

129.10 Another demand received by us is that an additional benefit in the
form of five advance increments should be extended to those secking voluntary
retirement for the purpose of calculation of their pension and other benefits.

129.11 An increment is granted after an employee renders service for 12
months. Since an employee ceases to render any service on voluntary retirement,
the question of granting any further increments would not obviously arise.
No change is recommended in the existing procedure.

129.12 It has been urged that Rule 10 of the CCS (Pension) Rules which
requires a pensioner to seek the previous sanction of the Government before
accepting any commercial employment within a period of two years of his
superannuation should be deleted or madified slightly to provide that the request
of an employee seeking permission to accept such employment should be decided
before the expiry of the notice period. This has been justified on the ground that
the rule places unnecessary restrictions on pensioners.

129.13 Rule 10 of the CCS (Pension) Rules would not appear to be very
relevant in the context of the circumstances prevailing after the liberalisation of the
economy. It could, in fact, be considered an anachronism. There is, therefore,
much force in the argument that the existing provisions place unnecessary
restrictions on pensioners. We, recommend deletion of Rule 10 of the CCS
(Pension) Rules subject to other liabilities of Government employees for acts
committed by them while in service continuing to remain in force as per the
existing rules. It may also be clarified that if it turns out later that a
government employee had obtained a post-retirement job from an individual
or a company in lieu of certain undue favours extended by him during service,
he shall be proceeded against under the Prevention of Corrpution Act and
other legal provisions. '

129.14 * It has been represented by some of the associations and employees

that a dependant child or other dependants of an employee opting for voluntary
retirement should be employed in government service on compassionate grounds.
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129.15 In this context, it would be quite appropriate 1o make reference (o
a decision of the Supreme Court in Auditor General of India and other Vs. Shri G.
Anantha Rajeswara Raj, 1994 SCC(L&S) 500. In that case, the question poscd for
consideration was whcther the compassionalc appointment of ncar rclations
tantamounted to appointment on the basis of descent and was, therefore, violative
of Article 16(2) of the Constitution. The Supreme Court held as under:-

“If the appointments arc confined to the son/daughter or widow
of the deccased Government employee who nceds immediate
appointment on grounds of immediate nced of assistance in the
cvent of there béing no other carning member in the family to
supplement the loss of income from the breadwinner to relicve the
cconomic distress of thc members of the family, it 1s
unexceptionable. But in other cases, it cannot be a rule to take
advantage of the memorandum to appoint the persons to these
posts on the ground of compassion."”

129.16 In view of the above, no change is called for in the existing
provisions. '
129.17 It has been urged that employees seeking voluntary retirement

should be given the option to commute even 100% of their pension. It has also
been suggested that such persons should be paid a lump sum amount in lieu of
monthly pension.

129.18 At present employees seeking voluntary retirement are treated at
par with employees retiring on superannuation and are allowed to commute up to -
one-third of their pension. The facility of commutation of one's entire pension
which was available to employees permanently absorbed in public sector
undertakinigs and autonomous bodies has been withdrawn w.e.f. 31.3.1995. Pension
is primarily intended to provide a regular income to an employce after his
retirement. It also ensures that he leads an independent life without having to rely
on others for support and sustenance. This has been rendered even more necessary
after the breakdown of the joint family system. Commutation of the entire pension
would not meet the desired objectives. On the contrary, it is not unlikely that the
lump sum amount received in lieu of pension may be frittered away in speculative
ventures to the detriment of a pensioner's interests. Having regard to all relevant
factors, we recommend that the employees seeking voluntary retirement should
be allowed to commute pension upto the same percentage as is allowed to

.employees on superannuation.

GOLDEN HANDSHAKE SCHEME

129.19 While any further liberalisation of the existing scheme of
voluntary retirement as contained in Rule 48-A of the CCS (Pension) Rules is not
considered justified, it is felt that a more attractive "golden handshake scheme"
needs to be formulated in respect of employees who are identified as being
surplus to requirements in the context of right-sizing the machinery of
Government. . At present employees who are declared surplus are given a
weightage of five years' service under Rule 29 of the CCS (Pension) Rules,

provided they had rendered a service of not less than 15 years. With a view to

1759



Weightage in
service

protccting the interests of an employce declared to be surplus duc to abolition of
posts or reduction in cstablishment, the provisions of Rule 29 of the Pension Rules
nced to be revised. The following guidclines arc proposcd to be incorporated in
Rule 29 of the Pension Rulcs in substitution of the cxisting provisions. Some of the
suggestions contained here have been taken {rom the Report of M/s Noble &
Hewitt, our consultants on the subject.

129.20 A Government scrvant who is declared surplus to the
cstablishment in which he is scrving shall be entitled to an addition of five years
to the qualifying service rendered by him provided that the qualifying scrvice
rendered by him is not less than 15 years on the date on which he excercises an
option to retire and the qualifying length of service after taking into account the
aforesaid addition is not more than the service he could have rendered had he
retired on the date of his normal superannuation, and the option to retre is
exercised and is communicated to the authority competent to sanction pension
within the period specificd by the competent authority.

129.21 With a view to effecting an across-the-board reduction in the staff
strength to the extent specified by the Commission in its recommendations on
reducing the size of the government machincry, a spectal task force consisting of
scnior officers not below the rank of Joint Secretary may be constituted under the
Secretary of each administrative ministry, to identify the surplus catcgories of
employees and their numbers. Every department will have to carry out this exercise
on a continuing basis. The scheme being proposed will be applicable to persons
within the age group of 35-50 years. The scheme shall be opened for a limited
period of 3 months at a time, during which period options will be invited from the
categories of staff identified as surplus. If the staff identified as surplus apply for
voluntary retirement, they shall be relieved from service and if they do not exercise
the option to retire in response to the scheme, action shall be taken to discharge
them from service under the existing provisions of various Service Rules. With a
view to ensuring that only those persons are discharged from service who are
sought to be discharged and not others who are to be retained, the final decision to
accept the notice of retirement would rest with the special task force. The posts
vacated by the incumbents shall be abolished. The persons identified as
surplus would be entitled to the following benefits:-

a) Full commutation of pension by surrender of the right to receive
monthly pension with an option to avail, instead, of commutation
up to the hmit prescribed for employees retiring on
supcrannuation and to receive monthly pension.

b) Ex-gratia amount equivalent to 1.5 months emoluments (Pay+
DA) for each completed year of service or the remaining
years of service left before the normal date of retirement,
whichever is lower. The weightage allowed in qualifying service
shall not count for the purpose of computation of ex-gratia
amount. The employee shall be given an option to receive the
amount of ex-gratia and retirement gratuity either in lump sum or
in the shape of a Monthly Protection Allowance, equivalent to the
ex-gratia, gratuity and interest thereon at the rate applicable to
GPF accumulations, spread over 60 months. This Allowance
could help the employee to pull on during the period of transition,
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by providing him with a substantial monthly income sufficicnt to
cater to his basic needs at least.

c) Computation of pension and retirement gratuity by allowing a
weightage of five years to the qualifying service on the date of
relicf.

d) Encashment of Earned Leave accumulated on the date of relicf.

¢) Payment of accumulations in the General Provident Fund.

1)) Payment of savings element with interest in the CGEGIS.

g) TA/DA as on transfer for self and family for settling
anywhere in India.

h) Exemption of pensionary benefits including ex-gratia amount
from Income Tax and Wealth Tax.

CONCLUSION

129.22

It is our firm belief that Government can, by a judicious mix of the

normal Voluntary Retirement Scheme and the special Golden Handshake Scheme
be able to achicve its objective of rightsizing the Government machinery within a
recasonable time-frame.
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INTRODUCTION

130.1 One of our terms of reference relates to an examination of the
existing pension structure for Central Government employees, including death-
cum-retirement benefits, having regard, among other relevant factors, to the
prevailing pay structure and retirement benefits avaiiable in other sectors. It was,
therefore, necessary for us to ascertain the retirement benefits available to
employees of the State Governments. A specific questionnaire for the purpose was
designed and sent to the State Governments. Replies were received from 21 States.

130.2 Analysis of these responses reveals that a majonity of the States
have generally adopted the Central Government pattern for grant of pensionary
benefits. Like Central Government employees, those working under State
Governments are entitled to pension and gratuity on superannuation and are
eligible to commute their pension and encash leave. Provisions for payment of
family pension and gratuity also exist in the event of their death. Improvements
effected by the Central Government from time to time in the pensionary benefits
of its employees and the changes in the Pension Rules have also been extended to
the employees of the State Governments. There are, however, certain departures
which are discussed in the succeeding paragraphs.

PENSIONARY BENEFITS

1303 - As inthe Centr_ﬁl Govemment, only such of the State Government
employees as have rendered a minimum qualifying service of ten years are eligible
to receive pension. Full pension is admissible on completion of qualifying service
of 33 years and any service rendered in excess of 33 years is ignored for
computation of pensionary benefits. In Tamil Nadu, however, full pensioh is
admissible on rendering a qualifying service of 30 years in consideration of the ffact
that the maximum age limit for entry into government service is 28 years.
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130.4 Whilc pension is calculated with reference to the average
cmoluments drawn during the ten months preceding supcrannuation by a majority
of the Statcs, the pay last drawn, however, forms the basis in Karnataka, Orissa,
Tripura and West Bengal. The concept of reckonable cmoluments for pension,
which include only the basic pay in the Central Government, has also been adopted
by States other than Mcghalaya, Rajasthan, Tamil Nadu, West Bengal and Punjab
where special pay and personal pay arc also included in the definition of the term
‘cmoluments’.

130.5 The minimum pension presently admissible in the Central
Governnment and most of the States is Rs.375 per month; this is, however,
restricted to Rs.300 in Onissa and Rajasthan and to Rs.370 in Andhra Pradesh: On
the other hand, a higher minimum monthly pension has been approved by the State
Governments of Karnataka (Rs 390), Tripura and West Bengal (Rs.400) and
Assam (Rs 450). While there is no ceiling on pension in Andhra Pradesh, Madhya
Pradesh, Orissa, Rajasthan, Tamil Nadu and Tripura, the ceiling ranges between
Rs 3,000 and Rs.4,500 in other States.

130.6 With a view to maintaining the real value of pension and family
pension, the concept of payment of Dearness Relief is followed by the State
Governments as at the Centre. The pension of past pensioners is also updated in
the same way as is done in respect of Central Government pensioners. )

130.7 The State Government of Punjab grants a special allowance equal
to 5 per cent and 10 per cent of the basic pension to its pensioners and family
pensioners on their attatning the age of 70 and 80 years respectively to compensate
them for the higher expenses attendant with old age. No Dearness Relief is,
however, payable on the special allowance.

130.8 Provisions relating to commutation of pension are similar in the
Central and State Governments and the commutation table in force in the Central
Government has also been adopted for the purpose by the States. However, the
Government of Tamil Nadu permits its employees to commute their pension on
more than one occasion whenever this is increased or revised. While most of State
Governments permit restoration of the commuted portion of pension on expiry of
a period of 15 years, the State Governments of Kerala, Madhya Pradesh and Orissa
permit this after 12 years. On the other hand, restoration is permitted after 14 years
in Arunachal Pradesh and Assam. In Punjab, restoration on expiry of 12 years is -
applicable only in those cases where the pension is commuted before one attains
the age of 59 years. If this is done between the ages of 59 and 65 years or between
65 and 70 years, restoration takes place on expiry of a period of twelve months and
nine months respectively after the entire lumpsum amount paid as the commuted
value is adjusted by means of drawal of a reduced pension. Pensioners in
Kamataka who retired prior to July |, 1986 are entitled to the restoration of their full
pension on the expiry of 14 years or on their attaining 70 years of age. The position
is somewhat similar in Rajasthan except that restoration in all cases is permissible
on completion of 14 years or on the employee attaining the age of 70 years,
whichever is later. The Haryana Government permits restoration on the employee
attaining the age of 70 years or when the entire amount commuted is recovered
along with notional interest thereon, whichever is later. In Himachal Pradesh, on
the other hand, restoration is permissible after the lapse of 138 months or on
attainment of 70 years of age, whichever is later.
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GRATUITY

1309 State Governments also pay retircment gratuity to their cmploycecs
who retirc voluntarily or supcrannuate on attaining the age of compulsory
retircment, service gratuity to thosc who supcrannuate after having rendered less
than 10 vears of scrvice and death gratuity to the families of thosc cmployecs who
die in harness. The chgibility conditions governing these benefits, thetr quantum
and mcthod of their computation arc similar to those applicable to Central
Government cmployees. While the ceiling on gratuity/death gratuity was cnhanced
to Rs 2.5 lakhs by Government with effect from April 1, 1995 in pursuance of the
rccommendation containcd in our Second Interim Report (May 1995), the carlier
ceiling of Rupees one lakh continues to be applicable in many States other than the
following:

Andhra Pradesh 15 times the emoluments, subject to an
overall ceiling of Rs 60,000.

Assam and Meghalaya Rs 72,000
Kerala Rs 80,000
Rajasthan and West
Bengal Rs 85,000
Sikkim Rs 65,000
FAMILY PENSION
130.10 Most of the State Governments have generally adopted the Central

Family Pension Scheme. However, while the rates of family pension in Central
Government vary with reference to three distinct pay ranges, employees of the
Govemments of Andhra Pradesh and Tamil Nadu are entitled to family pension at
a uniform rate of 30 per cent of the pay. The slab system is consequently not in
force in these two States. The rates of Family Pension are also somewhat different
in Punjab for the same pay ranges as in the Central Government and are 40 per
cent, 30 per cent and 20 per cent of the pay respectively for the three pay ranges.
A maximum family pension of Rs 1,500 is also admissible as against the ceiling of
Rs 1,250 prescribed by the Central Government. The minimum and maximum
family pension admissibie in different States also vary and are as follows:

State Government Family Pension Entitlement
Minimum Maximum
Rs Rs
Assam 450 900
Haryana 300
Karnataka 390 1,250
Orissa 300 75
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Rajasthan 300 750
Sikkim 325 1,000
West Bengal 400 1.000

Statc Government cmploycees in Rajasthan and Tamil Nadu arc cligible for family
pension ‘on completion of not less than a ycar's qualifying scrvice, whercas a
minimum scrvice of not less than three years is necessary in Sikkim.  Apart from
the spousc, minor sons up to I8 years of age and unmarricd daughters up to 21 ycars
of age arc cligible for family pension in Assam and Mcghalaya. In Rajasthan,
however, only minor sons and unmarricd minor daughters arc cligible.

OTHER BENEFITS

130.11 There is a considerablc variation in medical and other bencfits
admissible to pensioncrs of different State Governments. In Kcrala, pensioners
above 65 years are catitled to a monthly medical allowance of Rs 25, while all
pensioners in Jammu & Kashmir and Meghalaya receive an allowance of Rs50 and
Rs200 per month respectively. The Tamil Nadu Government also pays a monthly
medical allowance of Rs 50 to its pensioners.

130.12 Employees of West Bengal Government who retired prior to
September 30, 1993 as well as those who retired or died between October 1,1993
and December 31, 1993 and were not cligible to receive ad hoc bonus arc paid an
annual ex gratia grant of Rs.400. Ex gratia payment of Rs.100 is also paid by the
Tamil Nadu Government tq its pensioncrs. Besides, pensioners in the State arc
also entitled annually to a festival advance cqual to their monthly pension or
Rs.500, whichever is lower.

130.13 Pensioners in Punjab rcceive, once in a block of two years, a
month's basic pension as a grant to meet expenditure on travel. This is n licu of
the Leave Travel Concession admissible to serving employces.

130.14 It would be observed that retired cmployees in certain States have
an edge over their counterparts in the Central Government in certain respects, while
they are less favourably placed in certain others. Quite naturally, in urging the
cxtension of additional benefits and facilitics, associations representing Central
Government pensioners have drawn our attention to the more favourable aspects
of the retirement benefits admissible to cmployces of State Governments. We have
given due’consideration to the position prevailing in different States in formylating
our recommendations on the package of benefits for Central Government
pensioners.

13015 Based on available information presented by the Department of
Pension and Pensioners' Welfare at the Chief Ministers' Conference on Pension
Administration (November 1995), statistical data on pensioners and family
pensioners in different States and expenditure on pensions during 1990-95 have
been presented in Annexe 130.1.

130.16 Our information on State Governments being based on their
replies to questionnaires, which were received quite some time back, some of the

data could be out of date.
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ANNEXE - 130.1
(REFER PARA L30.L5)

STATEMENT OF STATE GOVERNMENT PENSIONERS (INCLUDING FAMILY PENSIONERS)
IN THE LAST FIVE YEARS AND EXPENDITURE INCURRED ON PAYMENT OF PENSION

NUMBER OF PENSIONERS (IN LAKHS) TOTAL EXPENDITURE (In Crores of Rupees)
gg'ﬁf& g:f: 31.03.90 31.03.91 31.03.92 31.03.93 31.03.94 1990-91 1991-92 1992-93 1993-94 1994-95
Andhra Pradesh 191 2.05 230 23l 2.59 30416 39118 423411 510,10 563
Assam 0.65 0.89 4935 83.32 71.20 o8
Bihar 175 : Not

j reported

Gujarat 125 134 1.50 160 1.66 182.37 20635 288.55 262.08 25
Haryana 84 70.39 83.52 106.98 119.65 1314
Himachal Pradesh .30 830
Jammu & Kashmir 0.49 0.52 0.55 0.60 0.64 34.62 5386 56.96 77.65 776
Kecrala 163 1.80 2.00 224 24l 293.13 338.95 371.86 43756 5509
Karnataka 224 237 2.50 266 277 23230 239.65 247.60 315.48 3483
Madhya Pradesh 135 145 157 167 167 165.22 20397 2539 309.00 3338
Maharashtra 3.11 323 3.36 3.48 3.64 176.34 203.43 276.57 361.77 4444
Orissa 0.85 0.89 0.96 1.02 1.08 5235 66.40 8Ll 88.58 1073
Punjab i ‘ 107.60
Rajasthan 0.83 135 1.46 1.56 1.65 96.02 118.90 172.00 1840
Tamil Nadu 2.02 208 226 222 2.62 370.29 460.18 548.98 637.30 6995
West Bengal 1.00 184.42 217.98 252.97 170.40 2360
Uttar Pradesh 130.26 175.67 226.51 4135 354.50
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Retinement Benefits in the Public
Sector

INTRODUCTION

1311 Although a comparison with Public Sector Undertakings (PSUs)
has not been specifically menttoned in our Terms of Reference, we thought it
proper to collect information not only from PSUs but also from -financial
institutions and insurance corporations. A questionaire was sent to the various
organisations and we received information from 63 of them.

CONTRIBUTORY PROVIDENT FUND

1312 On analysis of the information, it was noticed that employees in
PSUs are mostly governed by the Employees Provident Funds and Miscellaneous
Provisions Act, 1952 (Act 19 of 1952), as amended from time to time which
provides for institution of compulsory provident fund, family pension {und and
deposit-linked insurance fund for the benefit of employees in factories and other
establishments employing twenty or more persons. The Emplovees' Provident
Fund scheme framed under the provisions of this Act stipulates that a contribution
varying from 8.33 per cent to 10 per cent of the monthly salary (basic wages plus
dearness allowance) together with a matching contnbution from the employer shall
be deposited in a public fund to be operated by the Central Government. The rates
of contribution to Contributory Provident Fund (CPF) by both employces and
employers are either 8.33 per cent or 10 per cent of the monthly salary. The
accumulations in the CPF earn interest @ 12 per cent per annum.

RETIREMENT BENEFITS

1313 The retirement benefits available to the employeces of PSUs are
mostly in the form of employer's contribution to the provident fund. gratuity and
leave encashment. An Employees' Family Pension Scheme has also becn adepted
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by most of thc PSUs since 1971 under the provisions of Employces' Provident
Fund and Misccllancous Provisions Act. This scheme is quite distinct from the
family pension scheme applicable to Central Government cmployccs.

1314 There arc a few PSUs wherc staff origmally camc on
deputation/transfer from Central Government Departments and was later absorbed.
Such absorbed employces have been permitted to retain their pensionary benefits.
These PSUs include Food Corporation of India, Mahanagar Telephone Nigam Ltd.,
Hindustan Petroleum Corporation Limited, Nuclear Power Corporation of India
Limited, Central Coalficlds Limited. Hindustan Salts Limited; ctc.

1315 A few PSUs such as Madras Fertiliscrs Limited, Indian Ol

Corporation, Hindustan Pctroleum Corporation, Gujarat State Fertilisers Company
Limited have limited superannuation benefit fund scheirics which are managed out
of cmployces' contributions.

131.6 The gratuity schemes in PSUs are framed under the Payment of
Gratuity Act, 1972, as amended from time to time. Gratuity 1s payablc on
complction of five ycars' service on (a) supcrannuation (b) retirement (c)
resignation and (d) death while in service. It is calculated at the rate of fifteen days'
wages for the last month for every year of service or a part thereof in excess of six
months. A month is trcated as consisting of 26 days. The maximum gratuity
payable 1s limited to 20 months' salary (basic pay plus decamess allowance).
However, in the event of death while in scrvice, the condition of five years' service
for chigibility docs not apply. The method of calculation of death gratuity. rates of
dcath gratuity and the ceiling on death gratuity are the same as for Central
Government employees. A few PSUs follow the Central Government pattern for
payment of gratuity where the amount of gratuity is restricted to 16-1/2 months'
salary. These PSUs are: Bharat Electronics Ltd., Cement Corporation of India,
Engincers India Ltd., Indian Railway Construction Company, Indian Telephone
Industries Ltd., Mazagon Dock Limited, Mica Trading Corporation of India Ltd,

ctc. An overall ceiling of Rs. one lakh is being observed on the payment of
gratuity by all the PSUs.

PENSIONS

131.7 On the basis of a settlement signed by the Indian Banks'
Association and the All India Workmen's Unions on 29.10.1993, a pension
schemc, as a sccond retiral benefit, in licu of contributory provident fund was
introduced with effect from 1.11.1993. The scheme was compulsory for employees
who joined service of a bank on or after 1.11.1993 and optional for those who were
in service of a bank as on 3I. 101993, The pension scheme is patterned on the
scheme applicable to Central Government employees. A similar scheme has also
been introduced with effect from 1.11.93 for employees in the Insurance Sector.

131.8 The Delhi Transport Corporation has introduced a pension scheme
for its cmployces. Mahanagar Telephone Nigam Limited has also adopted the
pension scheme as available to Central Government employees, because 99% of
its cmployces are reported to be on deputation from the Department of
Telecommunications. For the employees recruited directly, benefits of CPF have
been extended. The Air India has introduced a superannuation pension scheme for
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its full-time regular emplovees on Indian pay-roli as on 1.4.1994. To be chigible for
pension, a minimum of continuous fifteen years' service is required. Pension is
calculated on salary last drawn consisting of basic pay, dcarncss allowance and
personal pav. For the existing employecs, pension is payable @, 40% of salary last
drawn for the first ten ycars which is stepped up by 0.5% for cach complcted year
of scrvice subject to a maximum of 50% of salary. For the new employecs. pension
shall be payable @ 1.25% for cach ycar of scrvice subject to maximum of 50% of
salan'. No dcarness rclicf is payable on pension. No other PSU has introduced a
pension scheme as per information reccived by the Commuission.

1319 The Employces' Provident Fund Scheme lacked survivorship
coverage on death of the member or providing required support in the unfortunate
cvent of his becoming invalid. To mect this objective partially, the Employces'
Family Pension Scheme, 1971 (EFP) was added to the provident fund. According
to the scheme, from and out of contributions payable by the cmployer and the
employce to the CPF, a part representing 1-1/6th per cent of the cmplovee's pay
(basic plus DA) along with an cquivalent amount from and out of cmployer's
contribution was remitted to the Family Pension Fund (FPF) account maintained
as a public account by the Central Government. The Central Government also
contributed @, 1-1/6th per cent of the pay of the members of the fund to this
account. The famly pension scheme provided for coverage of widow pension and
in the event of death or remarriage of the widow, such pension passed on to the
cldest minor children.  The need for penstonary support for the member during his
old age and to the family .upon his death, other than while in service, remained
unfulfilled.

131.10 With a view to bridging the aforesaid gap for thc workers in
industnial and commercial sectors, an Employees’ Pension Scheme has been
introduced by the Govemment with effect from 16.11.1995. The scheme has been
designed to provide old-age benefit to the member and survivorship coverage to the
family upon his death. No scparate contribution is payable additionally for this
pension scheme. It operates in an integratcd manner with the EPF Scheme and
denves its finance by way of diversion from EPF Contribution besides the Central
Government's contributions. The new pension scheme is an enlargement of the
crstwhile family pension scheme, 1971 which stands merged with the ncw scheme
on its introduction. -The benefit and entiticments under the old scheme have been
sccured and will be continued to be payable under the new scheme.

13111 The Employees' Pension Scheme, 1995 (EPS) is compulsory for
all members of the existing Family Pension Scheme, 1971 and who become
subscribers of provident fund scheme from 16.11.1995 onwards. 1t is optional for
those Provident Fund members who are not members of the Family Pension

Scheme, 1971 and those Family Pension Fund members who retired between
1.4.1993 and 15.11.1995.

131.12 8.33 per cent of wages out of employcr's sharc have been diverted
to the Pension Fund with effect from 16.11.1995. Balance or 1.67% (if ratc of
contribution is 10%) of employer's share remains in the Provident Fund. Entire
employer's share up to 15.11.1995 also gets deposited in the Provident Fund
account of the subscriber.
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13013 A mimmum of 10 vears' service (onc month n casc of total
disablement and death) is cssential for chigibility to pension.

13114 Supcrannuation/retircment pension is payvable on completing a
nminimum ‘10 vears of scrvice and attaining the age of 538 vears. Pension can be
availed of by the member at his option before attaining the age of 58 years but not
below 30 vears  Such carly pension is subjected to a reduction factor of 3% per
vear. On lcaving cmplovment before ten years' pensionable service, the member
has the option to retain the mcchrship until attaining the age of 58 yecars and
cnlarge his entitlement with subsequent employment if any, or quit the scheme by
availing withdrawal benef(it. 1f the member retains the membership, he remains
covered for death risk throughout, thereby providing assured family pension
coverage without incurring any cxtra cost.

131.15 Supecrannuation pension @) 50% of average salary (basic plus DA)
during the last 12 months is payablc for 33 years of service. 1f service is morc than
33 vears, pension shall be incrcased and can go up to 60%. Pension is calculated
at the rate of 1/70th of pensionable salary for cach year of service.

131.16 If the age of the member is 48 years and above but below 53 years
or 53 vcars and above as on 16.1:1.1995, minimum pension for 24 years of past
scrvice shall be Rs 600 pm. or Rs.500 p.m. respectively. If the past service 1s
less than 24 vears. pension shall be reduced proportionately but it shall be not Icss
than Rs.325 and Rs.265 pm. respectively. For service bevond 16111995, pension
shall be calculated @ 1/70th of pensionable salary for cach year of service.
131.17 Full pension is pavable as per formula, according to pensionable
salary and service. subject to 2 minimum of Rs.250 per month even if the employce
has paid only onc month's contribution.

131.18 Pension is payable to the widow and children in the event of death
of thc member n service or after leaving service or after his death while drawing
pension. In case of death while in service, the pension payable will be cqual to
admissiblc pension as if the member had retired on the day of death or Rs.450 or
the amount worked out according to a table, whichever 1s more. In case of death
after datc of exit but before attaining the age of 58 years, it is cqual to admissible
pension which would have accrued if the member had retired on the date of exit or
Rs.250 pm. or the amount worked out according to a table, whichever is more.
In casc of death after superannuation, it would be 50% of the member's pension
subject to a minimum of Rs.250 pim.

131.19 Orphan pension is payable cqual to 25% of widow/widower
pension, subject to a minimum of Rs. 115 p.m., until the children attain the age of
25 vears, for a maximum of two children. If the deceased member is not survived
by a widow but 1s survived by children, orphan pension shall be 75% of widow's
pension subject to a minimum of Rs. 170 p.m. It is available for a maximum of two
orphans and runs from the oldest to the youngest.
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131.22

13120 If a member is not married on the date of death but has nomimated
a person Lo receive the benefit. pension cqual to widow's pension s payable.

131.21 Pension can be commuted up to enc-third of pension after three
vears from the introduction of the scheme. 1.c. from 16.11.1998.

Provision has been made for incrcasc in the benefits cvery vear
after valuation of the Pension Fund.

131.23 If a pensioncr opts for 10% less pension during life-time or opts
for 12.5% less pension for a fixed period of 20 years, 100 times the original
pension is pavable at death in the first casc and whether a member lives or dics.
after 20 years. in the sccond casc:

OTHER RETIREMENT BENEFITS |

131.24 An Employees' Deposit-linked Insurance Scheme was introduced
in 1976.10 provide insurance cover to the workers in the unfortunate cvent of death
of thc worker. The scheme provides additional social sccurity benefits cqual to the
average balance in provident fund account of the deccased employvees up to a
maximum of Rs.35.000.

131.25 A few PSUs have cxtended post-retircment medical facilitics on
a contributory basis.

131.26 Most of the PSUs allow their retiring cmployees to scttle
anywhere in India by allowing reimbursement of farc as per cntitlement. Except
this, no travel facilities arc provided after retircment.

13127 Facility of leave encashment is available to the employees in PSUs
on the same scale as is permitted for Central Government employces.

131.28 !nfonnation collected in this chapter has been utilized by us for

making a comparative analysis whilc deciding various issues relating to the
retirement benefits of Central Government cmplovees.
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1324 In most of the countrics. public servants are subject to a special
scheme of social sccurity/ protection against old age. disability and death and such
a scheme generally differs from other social sccurity schemes meant for the gencral
population or for other workers. Both in developed and developing countries.
public authoritics have generally tended to provide a preferential scheme for
government emplovees. In some developing countries, public servants are still the
only categorics of workers who draw pensions, while other workers cither avail
themselves of accumulated compulsory savings in a National Provident Fund or
have no protection whatsoever.  Entitlements to pensionary bencfits arc often
recognised as onc of the conditions of service of public servants and these benefits
arc generally pard in full from the public exchequer. In certain cases, where public
scrvants have to pav a contribution. the bencefits are comparatively higher.

DETAILS OF RETIREMENT BENEFITS

1322 Entitlement 10 pension 1n case of public servants 1s dependent on
a prescribed age and on certain length of service. The age of supcrannuation for
pensionary purposcs ranges from 50 to 70 years. In some countrics, pension is also
duc after a certain length of service, which usually ranges between 30 and 35 years.

The minimum period of service which entitles onc to pension varics between 10
and 15 vears.

1323 Pension in most countrics s in the form of a periodical pavment
based on the average salary in the last vear or last 3 to 3 vears or on the highest
salary achieved in onc's carcer. Generally, the quantum of pension is fixed as a
percentage of the reference salary. The basic rate in such cascs is stipulated for a
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specificd number of vears and it is incrcased by 1 or 2 per cent of the reference

salary for every additional vear of service bevond the specificd number of vears,

In certain cases. a fined pereentage of the reference salary is paid for cvery year of
scrvice. Somic countrics usc a weighted pension formula, in which the lowest paid
public employces reccive a higher percentage of their previous salary than their
better paid counterparts.  Most schemces also contain provisions limiting the
amount of pension. in many cascs. this is donc by subjecting the reference salary
to a ceiling. Somce countrics have also introduced a minimum pension.

1324 Dctails about agc of rctircment, maximum pension, ratc of
contribution as pereentage of salary by the individual, and the government as
prcvalent in some countrics, arc given in the following Table. This has been
prepared on the basis of information contained in Report-Ii1 of the Joint Committee
on the Public Service of the International Labour Organisation (Fourth Scssion,
Geneva, 1988) on social sceurity.

PENSION SCHEMES IN OTHER COUNTRIES

Age of Maximum Contribution rate as
retire- pension %age of salary
ment
Individual Government
Bangladesh 57 60% 0% Total cost.
Belgium 65 67% - Total cost
Canada 63 70% 6. 5%(normal) 6.5%(normal)
: +1% (for +1% (for
supplementary supplement-
benefits) ary benefits)
France 65 75-80% 6% Remainder
Germany 65 75% 0% Total cost
India 58 50% 0% Total cost
Indonesia 55 75% 4.75%  Remainder
Malavsia 55 50% 0% Total cost
Mexico 55 95% 6% 6%
Morocco 63 100% 7% 0%
Myanmar 60 60% 0% Total cost
Pakistan 60 70% 0% Total cost
Sn Lanka 55 80-90% 4% Remainder
Sweden 65 65% 945%  25%
- (cmplover)
UK 65 50% 9% 13%
(individual)
+ 10.5%(employer)
USA. 62 40% 7% 6.06%
1325 In almost all countrics, the pension schemes also entitle public

servants to an Invalidity benefit, cven if the disability is not attributable to the
performance of dutics. Similarly, survivor's benefit in case of death of an
employee or pensioner is also provided. In many countrics, a survivor's pension
is also payable to a dependent widower. The quantum of widow or widower's
pension is less than 30 and 60 per cent of the amount of the deceased person's
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pension. Pension schemes also provide for orphan's pension and it 1s normally paid
unttl the children come of age. However. in many cascs. a higher age hnnt 1s fixed
for such pensions in cascs where an orphan 1s undergoing scholastic or vocational |
traming,

FINANCING OF PENSION SCHEMES

132.6 In a comparatively large number of countries, the Pension
Schemes for public servants are unfunded 1.c. bascd on the pay-as-you-go
principle (PAYG). Under this principle. workers today pay pensions to retirees
expecting that their pension will be paid by future workers. The main source of
financing is, therefore, the government and payment 1s made out of its current
budget. ‘Thus, there 1s no saving or contribution from the current budget to pay
future pensions.

132.7 In a funded scheme, a stock of capital accumulates to pay the
{uturc obligations, so that thc aggregate contribution plus investment returns arc
sufficient at any time to cover the present value of the cntire $tream of future
obligations. The current gencration of workers supports itsclf through wages and
saves part of its output for support after retircment.

1328 Increased system dependency rates 1.e. the ratio of number of
pensioners to the number of workers, have put pressure on the viability of PAYG
schemes. As such, rapid increase in this rate has caused pressure on public pension
systems, resulting in a situation where most of countries of Eastern Europe and
South America have made their pension plans more sustainable by converting
part of the pension obligation into a funded contributory scheme. Current
regulations in most of the OECD countries, ¢.g Australia, Austria, France,
Germany, ltaly, Japan, Sweden, UK, ctc. requirc that the occupational pension
plans be {ully funded. In case of U.S.A | the Public Employecs Retirement Systems
(PERS), which manage such funded pension schemes have become powerful
financial institutions, and therc arc approximateh 2,400 public pension schemes
covering around 10 muillion full-time cmplovees and 3 million pension
beneficiaries. Large funds have accumulated under occupational pension plans
amounting to 133% of GDP in Switzerland, 117% in Netherland, 105% in UK and
72% in USA. In Chule, which represents an example of successful pension reform,
the funded pension schemes are government-mandated but are privately managed
by specialised fund management companies. The funds have accumulated

resources which arc equal to 30% of GDP and achicved a real rate of retum of 13%
per annum.

1329 Pure public pay-as-you-go systems or privatc funded pension
systems can be thought of as being at the opposite ends of a spectrum of pension
types and many countries operate some sort of a hybrid system. Many pay-as-you-
g0 pubkic pension schemes combine earning-related pensions with a provision for
a minimum pension. The concept of minimum pension is scen as a part of poverty:
prevention after retircment, while providing scopc for a degree of income
replacement relative to worker's former earnings. Since poverty prevention is scen
as a government function, there is no provision for minimum pcnslon in jcasc of
pnivate funded pension schemes. However, public funded pension systems as i
casc of Chile, do provide minimum pension entitlements for contributors whose
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own capital funds arc insufficicat to purchasc a minimum pension annually. This,
howcever, involves a charge on government revenuc, as well,

OTHER MATTERS

132.10 Public service pension schemes arc well coordinated, so as to
cnsurc that in case of mobility of a public scrvant {from onc organisation to another,
his pensionary rights are also transferred. Such coordination is cnsured cven where
the transfer is to a private occupational scheme. Thus a sum corresponding to the
actuarial value of the rights of a public servant in a scheme is transferred to another
scheme to which a worker is admitted. In Canada, such facility is ensured betwecn
the Federal Public Serviee Pension Scheme and Private Occupational Schemes with
which transfer agreements have been concluded. In case of Switzerland, this
rclationship has been established between public service pension schemes and
private occupational schemcs, which have all had to conform to the requircments
of Occupational Pension Act, 1982.

132.11 In many countrics, old-age, invalidity and survivors' benefits are
either indexed to variations in current salaries for public servants in thc same
grade, or periodically adjusted to variations in the cost-of-living index.

132.12 The Commission tried to collect data from 26 important countries
through our missions abroad. A summary of the information relating to retirement
benefits available to Government employees in 10 countries has been tabulated at
Annexe 132.1
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Retirement benefits to the Governaent Employees in different Countries Annexes 132.1

----------------------------------------------------------------- {see Purn 132.13)

........ 4-p—--—--—--n-.—-.._--..--—-—--_-_—-—_..._..~_-.—~-_--_-_-------_-_-_-—_---_-_----_-——--v-—---..._-_-_--_—————————--—----—---'----—--’ -

Cquptry Average Quantua of Pengion paid Relief Terminal benefits Quantum Medical Schenss of
age of pension as out of Pension to payable on super- of femily facilities Voluntary
super- X of last Fund or Public Pensioners annuation pension as to retired retirvement/
annuation  pay drawn Fund against Y of last employees  golden hand-

inflation pav drawn shake and
ﬁxperlence
1. 2. 3. 4. 3. 6. 7. 8. 3.
1. Australia 65 vears -Lump sum Not available Not Benefits payable as Amount as a Not Not available
(maxinua} benefit provided lunpsumg, however, X of employe  Avail-
“35 years {(part aor it can be exchanged pension able
{(ainiaun) full) partly or entirely entitlement:~
divided by for an indexed
a conversion Pensgion Benelit Spouse 67X
factor conglsts of & member Spouse & one
deflned by component, productiv- Child 78%
age at ity component and an Spouse & two
retirement. epployer financed Children 89%
component *% Spouse and 3
or more chil-
dren 100X
2. Canada No fixed Not on the N.A. Penslon linked Pension 30 of H.A. Yes
Age basis of to CPI employees :
last pay bagic pension
drawn to spouss;
10X of
employaes
basic to
ench of the
suryiving
child of
under 8 years
{(maximum of
four child)

. Franck N.A. 50X of Pension fund Pension, supplementary N.A. N.A. farly retiremsn
the average : grants made in the for those above
salary of cage of insufficient 60 vears of age
11 best pension
career
years of
an individual

{. Sweden 65 years N.A. Out of public Pensaloners Only Penslon No family Full Does not

fund 'rrotected pensicn medical exist
againat beneflits
inflation
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9. Malaysia
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Retirement benefits to the Government Emplovees in different Countries

Annexe-132.1
(sew Parag3a.(2)

Average
age of
super-
anpuation

53 years
(women)
60 years
(men)

60 vears

56 vears
{in general
60 years

{JS & above
63 vehrs

(Judges etc

60 years
to 63 years

35 vears

D vesrs

Quantua of Pension paid Relief
pension a3 out of Pension to

Terminal benefits
payable on super-

X of last Fund or Public Pensioners annuation
pay drawn  Fund against
i inflatfon
3 i, 5. 6.
75 to 100X out of pudblie N.A. Penslion
of last pay Fund
drawn
1/678 for No, paid Pension linked Annual
each month froa general to average Pension
of pensio~ revenue, of CPI
nable
service is
taken as
pensionable
factor.
Maximua
Pension is
2/3rd of the
highest
pensionable
emoluments
drawn
during the
service.
N.A. Qut of Indireztly Pension, lumsp sum
) social linked to payment, medical
Insurance cost of facilities
) {pension) living
Plans index
+)

N.A. Partly Pension Retlirement Aliowance
out of {ndexed to and pengion
pension CPI '
fund

Maximsum Out of N.A. Gratuity and
limit 30¥  Public Fund Pension

~of Jastr .
pay Jdrawn
R0 to 90X N.A. Pensieners Pengion only
of last pay’ not. p;otbnﬁéd
drawn against

inflation

Quantua Medical Schemes of
of (amily facilities Voluntary
pension as to retired retirement/
X of last employees golden hand-
- pay drawn shuke and
experience
7. 8. 9,

N.A. Full VRS includes
medical full pension,
cover retaining, soft

loans etc.
¥idows and N.A. VRS applicable
orphans tor enployvees
pension between the ages
gcheme, and of 45 vears and
spouses 34 years.
and children
pension
scheme
exist,
on the basis Medicars No VRS
of farmula facilities

provided
Not Medical N.A
applicable facilities
(fixed sum available
p.a. paid 8.t certain
as SBP) conditions .
N.A. Fres VRS includas

galden hand
Widow A Not previded
Orphan’s
pension




Retirement benefits to the Government Emplovees . §itferent Countries Annexe.}32.! -

--------------------------------------------------------------------- (see Parnl32-11)
R YRS b Lok Mkt o e e e e i , i d T S g AT M BT T T U e Fatab o i it Yoyt rets A rtetued gty itttk by
Cauptry Average - Quantum of Pension paid Relief Terminal benefit Quantum Schemas of
age of pension us out of Pension to i . pavable on super- of familty fucilitias Voluntary
super- %L of last Fund or Public Pensioners annuation pEnsion ns Lo retired petirement/
annnagtion  pay drawn  Fund . against % of iast  emplovess  golden haiel-
inflation pay drawn shake and
Experience
. = ————— e - - - o e - - e - - - - - T W T . " T D e e B T e o e W e T - - - =
i, 2. 3. i, 5. 6. 7. 8 9.
......... o o e - > T TP S " T R R e P B o e = A o = T o S Y e P o vt A T b i s v ot b o o e fm B Y 8 e P A 4 - -
Ht Thaildnd 60 vears on the Out of publie N.A. Pension 20 tines Full VRS after
basis of fund , . of last medical 25 vears
foraula : pay derawn  cover of complate
as ohe time service
payment upon
the death of
employee
12. India 58 vears 50X of last out of Pensjon .Gratuity, Leave On the basis C.G.H.S. VRS after
{in gerier- ten months' consolf- linked ~ salary, commutation of Formula facility 20 years
al) average dated fund to AICPI payable as one time of qualifyving
60 years  basic pay payment, Pension . service. No
(class V) o - payable on monthly schea: of
‘basis. golden hand-
shake,
e :::::::::::::::::::::::::::::::::=:::::::::::::::::::::::::::::::::E:::::::::::===:========:::::===:===:=:==::=::==::::::==::::::::

(P(/itatistical linit
Seurce: Data colleéted by the Fifth Central Pav Commisuioﬁ.
* Monthly Pension = Last pay drawn X Years of sarvice/3i0
SBP = Survivors Baslic Pension
€ Death befure retirement, FP = 1,35 X Annual gross salary last drawn X Nos. of years of serviee

Desth after retirement, FP = 0,9375 X Annual gross salary last drawn X Nos. of vears of service

#t Member component ig the contributions paid by the employees plus interest
thereon. Productivity component is the fortnightly superannuation productivity
contribution made by-the employer plus interest .thereou.

Eaplover financed component is a defined amount, the size of which depends
on a nunber of factors inclyding the length of membership, salary and rate of contribution.
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INTRODUCTION

133.1 Central Government employees on retircment are cntitled to
supcranmiation or retiring pension, retirement gratuity, encashment of carned leave
and the facility to commute upto onc-third of their pension. The significant
features of retiring or superannuation pension are that it is non-contributory and 1s
subject to future good conduct of the pensioner. Pension can also be withheld under
certain circumstances. Employees who have opted for the CPF scheme are paid
CPF accumulations, gratuity and cash equivalent of eamed leave.

133.2 Pension is computed on the basis of length of qualifying service,
rcckonable emoluments and the pension formula. There are also orders prescribing
a minimum and maximum pension. The rules and regulations governing the above
aspects are contained in the Central Civil Services (Pension) Rules, 1972 (hereafter
referred to as Pension Rules) which have been modified from time to time with a
view to bringing about improvements in the pensionary benefits of the employees.

QUALIFYING SERVICE

1333 One of the elements taken into account for computation of pension
i1s the length of qualifying service rendered by an employee. It is reckoned from the
date a government servant assumes charge of the post to which he is appointed in
-a permanent capacity. Temporary service followed by confirmation without
interruption also qualifies for pension provided the duties and pay are regulated by
the Central Government.

133.4 Prior to 17.4.1950, full pension was equal to 30/60 of emoluments

on completion of 30 vears of service. From 22.4.1960, pension was computed in
terms of completed six monthly periods of scrvice, instead of completed years of
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service. Accordingly, pension was computed @ 1/160 of average cmoluments {or
cvery completed six monthly period of scrvice, subject to a maximum of 60/160
of the average emoluments. With cffect from 111973 maxunum pension was raised
to 66/160 of average cmoluments. At present full pension is admissible on
complction of 33 vcars of qualifving scrvice.

QUALIFYING SERVICE FOR FULL PENSION

1335 Suggestions have been made that full pension should be allowed
on completion of 10-30 ycars of scrvice because of increasce in the age of
recruitment up to 28 vears for general candidates and 33 vears for reserved
catcgory candidates. It has also been suggested that the period of minimum
qualifying scrvice for cligibility to pension should be reduced to five years.

1336 We understand that the ages of 28 and 33 yecars mentioned by the
memorandists arc the upper ages up to which persons belonging to general and
reserved categorics can cater into Government service.  The normal age of
recruitment for Groups 'B', 'C' and "D’ posts continucs to be between 18 and 25
vears, whereas for Group 'A’, the age is between 21 and 28 years. It is not logical
to assume the upper ages as the normal age of entry into Government service.
However, taking into account the plight of late entrants to service, specially thosc
of our brethren belonging to SCs/STs/OBCs, we have recommended an increasc
in the age of supcrannuation to 60 ycars uniformly for all cmployees other than
personncl of Central Police Organisations and defence forces. This would cnable
even those employecs who join service late to render two more years of service and
draw more pension than at present. Taking the above factors into consideration, we
arc unablc to recommend a reduction in the period of qualifying service for
cligibility to full pension.

337 We have also considered the other suggestion in the light of
obscrvations of the Fourth CPC that 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 the Government for a rcasonably long period. The Commission did not
favour any reduction in the requirement of 10 years' qualifying service for grant of
pension. We also do not recommend any reduction.

ADDITION TO QUALIFYING SERVICE

133 8 A weightage up to a maximum of 5 vears is added to qualifying
service when an employee retires on (a) completion of 30 years” qualifving service
at the option of employec, (b) attamning the age of 50 years (for Groups "A' and 'B')
and 55 years (for Groups "C' and 'D") at the option of employee, (c) completion of
20 years' qualifying service, (d) being retrenched on account of abolition of post
if the employee opts to retire within two months of being declared surplus provided
he has completed 15 years' qualifying service, and (e) appointment to a service or
post for which a post graduate research or specialised qualification or expericnce
in scientific, technological or professional field is cssential to which candidates of
more than 25 years of age are normally recruited. Provisions to this cffect are
contained in Rule 48 of Pension Rules, Rule 56(k) of Fundamental Rules and Rules
29, 30 and 38 of the Pension Rules. '
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133.9 Suggestions have been made that those who arc initially appointed
in rclaxation of age should be allowed the benefit of added years of service to the
extent of such relaxation.  Also, that the benefit of added years of scrvice be
extended to scheduled castes, scheduled tribes. physically handicapped, bhind, deaf
and sportsmen.

133.10 As per existing rules, there arc 27 categories to whom age
concession is allowed for the purposc of appointment to scrvices/posts in the
Government of India.  Age concession to 20 categorics 1s related to previous
government scrvice and for that rcason the question of addition to qualifving
scrvice docs not scem to be appropriate. In other cases, the concession has been
cxtended on compassionate grounds. Keeping in view the fact that the benefit of
added years of service is presently extended irrespective of the fact whether a
person had obtained employment by availing himsclf of age concession or
otherwisc and is essentially service/post-specific for which specific provision is
madec in the Recruitment Rules in consultation with the UPSC, grant of a
concession based on caste, creed or language is not called for. We do not find any
merit in the suggestion and recommend maintaining the status quo.

133.11 It has been suggested that Central Government ecmployecs who at
the time of retirement on supcrannuation had rendered service of less than 33 years,
may be allowed the benefit of addition to service the difference between 33 years
and the actual service rendered subject to a maximum of 3 years, on the analogy of
provisions availabic in Andhra Pradesh Government Pension Rules, 1960.

133.12 The suggestion implies grant of full pension on completion of 30
vears of service. For the reasons mentioned earlier, we do not accept the
suggestion and recommend accordingly.

133.13 It has been urged that the benefit of five years addition to service
should be allowed when an employce 1s rctired prematurely, which is not a
punishment and the denial of weightage in qualifying service amounts to inflicting
a punishment indirectly.

133.14 Retiring a government servant prematurcly is a condition of
service and the prerogative of the Government. Such an action is taken by the
Government in the interest of public service when the retention of the government
scrvant is considered to be undesirable. In such cases, extension of the benefit
of*addition to qualifying service is not called for and, in our view, amounts to
rewarding inefficiency. We do not find any merit in the suggestion and
recommend maintaining the status quo.

133.15 It has been suggested that professionally qualified pcople who join
at the age of 40-45 years with a higher start should be allowed the benefit of
addition to service which could either be the number of advance increments granted
or a notional figure based on the length of service in the private sector, whichever
1S more.

133.16 Having regard to the fact that the bencfit of notional addition to
qualifying service in case of services rcquiring persons with scientific,
technological and professional qualifications ts already admissible subject to
certain conditions specified in Rule 30 of the Pension Rules, we do not find any
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justification in relating the benefit of notional addition to qualifying service
to the number of advance increments granted at the time of appointment or
to the length of expericnce gained in the private sector and recommend
accordingly. '

133.17 Personncl belonging to BSF, CRPF, ITBP, ctc. who retire at the
age of 55 vcars do not get full pensionary benefits. A weightage of three years to
the quahifving scrvice has been suggested.

133.18 With our recommending an incrcase in the age of supcrannuation
to 60 vcars for all Central Government cmployces other than personnel of CPOs
and dcfence forees, the existing differcnce of 3 years in the age of retirement
between Central Government employees and personnel of CPOs would widen to
five vears. W are of the view that they need to be compensated partially for the
loss of pay and allowances for thesc five years. We accordingly recommend that
the benefit of addition to qualifying service to the extent of shortfall and up
to a maximum of 3 years may be extended to such of the CPOs' personnel
whose service falls short of 33 years.

133.19 1t has been urged that periods of Extra Ordinary Leave whether

on medical grounds or ctherwise should be taken into account for pensionary
benefits.

133.20 Extra Ordinary Leave (EOL) on medical certificate and without
Medical Certificate taken for prosecuting higher scientific/technical studies or duc
to inability to join or rejoin duty on account of civil commotion is already treated
as dutv and counts for qualifying service. EOL for other purposes is taken by the
cmployce of his own volition and we do not find any merit in the suggestion to
treat the same as qualifying service for pension.

COUNTING OF PAST SERVICE FOR PENSION

133.21 Suggestions have been made that service rendered in Government
rccognised schools should be counted for computation of pensionary benefits.
Another suggestion made relates to counting of service rendered by scientific
officers, doctors and others in institutions, run by voluntary organisations or local
bodies. It has also been suggested that service rendered as Railway apprentice
prior to 15.8.1947 be counted in respect of officers who retired prior to 22.12.1983

on the ground that such service has been counted in respect of officers who retired
after 22.12.1983.

133.22 Counting of past service rendered in recognised schools, colleges,
local bodies and charitable institutions on absorption in Government service
implics taking over pension liability, which is not in keeping with pronounced
policy of the Government. Keeping in view the financial implications and
recurring nature of liability which the Government will have to assume in the
event of acceptance of the suggestion, we are not inclined to agree to the
suggestion and recommend accordingly. In view of the judgement of the
Supreme Court upholding the right of the Government to prescribe a cut-off date
for a ncw service bencfit, we are not inclined to recommend reopening of the
past cases decided otherwise relating to counting of service rendered as
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13323 It has been represented that the scrvice rendered by casua
fabourcrs should be counted as qualifying service for computation of pensionan
benefits, irrespective of whether they arc regularised or not. Another suggestior
madc relates to counting of full scrvice instcad of half service of casual labourer:
cmploved by the Railway's who were subscquently regularised, on the ground tha
such a facilitv was extended to similarly placed Raitway Canteen employecs.

133.24 We have considered the suggestions and noted that the
Department of Personnel and Tramming have already taken a decision to count 50%
of the service rendered after grant of temporary status, which s generally afier ¢
castal labourer has been cngaged for a period of at least 240 days (206 days in the
casc of offices observing five-day week). With a view to maintaining uniformity
about counting of service rendercd by cagual workers on attainment of temporary
status followed by regularisation, we ark of the view that the guidelines issued
by the DOP&T in its O.M. dated 10.9.1993 in regard to counting of service
of casual labourers are adequate and no change therein is recommended.

133.25 It has becn urged by the cantcen employees that the service
rendered by them prior t0 26.9.1983 should be counted because they were declared
holders of civil posts we.f. 110.1979. A suggestion has also been made that
service rendered by government employees on re-employment after superannuation
should count towards pensionary benefits and their pension enhanced suitably on
the ground that such a facility is available to those who arc appointed to Central
Admunistrative Tribunal.

133.26 In view of the fact that the Supreme Court of India have already
decided about a specific date from which service had to be counted for
determination of pension and have also ordered counting of quahfying service to
the extent of shortfall even prior to the specificd date i.c. 26.9.1983, we are not
inclined to recommend counting of entire service rendered by canteen
employees for calculation of pension. As for the other suggestion, since on re-
employment after superannuation, benefits of Contributory Provident Fund are
extended, there is no case for counting the service rendered on re-employment
for cothputation of pensionary benefits and we recommend accordingly.

RECKONABLE EMOLUMENTS

133.27 Reckonable emoluments which are taken into account for
computation of pension have two aspects viz. (a) the period over which the
average ts worked out, and (b) the elements of pay which form part of the
emoluments.  Earlier, pension was determined with reference to average
emoluments drawn during the last 36 months of the employee's service. The
position was liberalised w.e.f. 29.2.1976 when the period was reduced to 10
months. As regards the cléments of pay to be included in emoluments, Liberalised
Pension Rules, 1950 provided that only pay drawn against a substantive post shall
be treated as emoluments. However, the rules in this regard were liberalised twice,
orice from 22.4.1960 when substantive pay plus half of the difference between
substantive pay and the pay actually drawn in officiating or temporary capacity was
reckoned as emoluments, and again from 15.6.1968 when all types of pay as
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defined in FR 9(21) (including officiating pay) were reckoned as emoluments

13328 At present, the average cmoluments for the purposc of
rctiring/superannuation pension are calculated over a period of ten months
immediatchy preceding retirement. The expression "emoluments” means the basic
pay ds defined in Rule 9(2 1)(a)(1) of the Fundamental Rules which a government
scrvant was receiving imnicdiately before his retirement or on the date of his death
and also includcs the Non-Practising Allowance admissible to Medical Officers as
compensation for their having to forcgo private practice. Stagnation increments arc
also treated as cmoluments for calculation of retirement benefits.

DEFINITION OF EMOLUMENTS

133.29 Various suggcstions have been received by us from a large number
of cmplovcees that the expression "emoluments” in the Pension Rules should be
redefined as mdicated below:

(a) "Emoluments” should include the pay actually drawn at the time of
retirement and the notional pay that an employec is likely to be entitled to
as a result of fixation of pay in the revised scales of pay recommended by
successive Pay Commissions.

(b) Pension should be related to the average emoluments of the last ten
months or to thc pay last drawn by an employee, whichever 1s more
beneficial.

(c) Avcrage emoluments for pension should be calculatcd-on the maximum of
the scale of pay of the post held by an employee at the time of his
supcrannuation.

133.30 Such revised scales of pay as may be recommended by Pay

Commussions are normally extended only to those employees actually in scrvice at
the time the scales arc introduced. However, as we have conceded the demand of
past pensioners for complete parity in pension with reference to pension of 111986
retirces and modified panity, with reference o pension admissible on the minimum
payv of the pay scale of the post held by the retiree at the time of retirement, as
revised by us cffective from 111996, we recommend that the words."or notional
pay that an employee is likely to be entitled to as a result of fixation of pay

recommended by the Pay Commission" may be included in the definition of
emoluments.

13331 It is only in the casc of Defence personnel below officer rank that
pensionary benefits are computed with reference to the maximum of the scale of
pay of the post from which they retire. This special dispensation has been extended
in consideration of the fact that the age of superannuation of these personnel is
substantially lower than that of civilian employees and is rclated to the rank held
by them. For civilian employces cstablishing, a relationship between pension and
the maximum of the scale of pay would be neither rational nor logical. We are,
therefore, not inclined to accept this demand.

133.32 As regards the suggestion that pension should be related to the pay
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last drawn by an ecmployce, the Fourth Pay Commission, which also considered this
1ssuc, camc to the conclusion that this may not be beneficial to the emplovees in all
cascs and rccommended continuance of the existing provisions.

13333 We are of the view that the employees would be benefited to
some extent if the pensionary benefits are computed with reference to the
average emoluments drawn by them during the last six months of service.
Such a proposition would not also burden the Gavernment exchequer unduly,
and we recommend accordingly.

INCLUSION OF ALLOWANCES IN EMOLUMENTS

133.34 A number of employces have represented that all additions to pay,
such as personal pay, deputation pay, special allowance, interim relicf| ctc., as well
as all normal allowances like dearness allowance, housc rent allowance, city
compensatory allowance, ctc. should be included in the term "emoluments” for
calculation of pensionary benefits.

133.35 Long-term benefits like pension should be related only to the basic
pay of an employee, as has already been held by the Fourth Pay Commussion.
There are no circumstances which might warrant a review of this principle. We
are, therefore, not in a position to accept these demands. Dearness allowance
would, however, form part of the emoluments in the normal course whenever
it is merged, either fully or partially, in the pay for the purpose of pensionary
benefits. '

RUNNING ALLOWANCE

133.36 Railway employecs have urged before us that the benefit of
addition of Running Allowance to their basic pay for pensionary benefits should
also be extended to other than running staff. It has also been represented that Loco
Inspectors who perform Foot Plate duty should be treated at par with Running Staff
in regard to pensionary benefits.

133.37 Yet another section of the Kanway employees have pointed out
that the present practice of including various allowances, such as Night Duty:
Allowance, Running Allowance, etc. in the emoluments of specified categories of
emplovees fesults in such employees recciving a higher pension in relation cven to
Group 'B' Officers. This, according to them, lacks justification and is anomalous.
They have, therefore, demanded payment of a lump sum amount as a one-time
relief to employeés not entitled to thesc concessions.

133.38 The concept of Running Allowance is peculiar only to those
Railway employees who have been specifically categorised as "Running Staff"
based on the dutics performed by them.

133.39 Decisions relating to the Running Allowance Scheme have been

arrived at only after a very detailed examination over a period of time by various
committees and commissions.
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133.40 It 1s logical that the arduousncss and uncertain hours of work
cntailed in the performance of running dutics over long periods of time should be
properly reflected in the quantum of pension admissiblc.  While a special
dispensation would, therefore, be justified in the case of those employees
specifically categorised as Running Staff, it will, however, not be rational to
extend this concession to those not directly responsible or involved in actual
train movement or to the stationary staff who are, in any case, not entitled to
any Running allowance. Similarly, in view of the distinguishing features in
the duties and service conditions of Loco Inspectors (who are also
supervisors) in relation to Running Staff, there is no merit in the demand that
Loco Inspectors who perform Foot Plate duty should be treated at par with
the Running Staff in regard to pensionary benefits. On the same analogy, the
question of paying a lump sum amount as a one-time relief to employees not
entitled to the Running Allowance does not also arise.

133.41 Night Duty Allowance is paid to almost all the non-gazetted stafl
on the Railways, including supcrvisory personncl, for performing dutics between
10.00 pm. and 6.00 am. It has been clarificd by the Railway Board that this
allowance is not reckoned as pay for pensionary bencfits.. The contention in this
regard is, therefore, not tenable.

133.42 Prior t0 1973, 75 per cent of the basic pay of Running Staff was
added to their actual basic pay for computation of pensionary benefits, in lieu of
the higher scales of pay to which they would otherwise have been entitled. The
Third Pav Commission had recommended that this be reduced to 45 per cent. The
Railway Board, however, enhanced it to 55 per cent in consultation with the Stafl
Sidc, and this decision was initially notified through administrative instructions.
The amendment of a statutory provision by an administrative order not notified in
the Garette of India was challenged by certain employccs before the Supreme
Court. A formal notification amending the relevant codal provisions
retrospectively from 1973 was thereafter 1ssued only on December 5, 1988. 1t has,
therefore, been demanded that the pensionary benefits of such of those Running
Staff who retired between 1973 and December 5, 1988 should be computed only
after the addition of 75 per cent, and not 45 per cent, of the basic pay.

133.43 We have been informed by the Railway Board that this issue had
been agitated by some of the retired employees before various Benches of the
Central  Admimistrative Tribunal, which had given differing judgements.
Government had, therefore, filed a Special Leave Petition in the Supreme Court,

which had stayed the orders of the Tribunal in these cases. The matter is presently
sub judice.

133 44 We are of the view that the demand is not justified because
delay in the issue of a formal notification reducing the pay element for
pensionary benefits retrospectively would not by itself confer a right on a

retired employee to claim the benefit at the higher rate earlier in force,

particularly when the decision had been arrived at only after consultation
with and obtaining the concurrence of the representatives of the employees
and had also been duly notified in the form of administrative instructions.
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NOTIONAL ADDITION TO EMOLUMENTS

i133.45 It has been represented that (1) the pension of those cmployces
who supcrannuate without being promoted cven once in their entire career should
be computed afier the notional addition of an increment for cvery five years' service
rendered by them and (1) the terminal benefits of those who superannuate after
having rendered service in excess of six months after the drawal of the previous
increment should be determined afier giving them the benefit notionally of the next
increment.

133.46  We have now 'mtroduc?d thc ACP Scheme to take care of financial
stagnation. Further, we have to preserve the sanctity of annual increments. We
are, therefore, unable to accept both the demands.

133.47 Under extant rulcs, employces arc authorised their annual
increments on the first day of the month in which it falls duc. Employees whosc
birthday falls on the first of the month arc required to retire in the afternoon of the
last day of the preeeding month. A number of employees have, therefore, urged
that the benefit of the next increment should be allowed in such cases for
computation of pensionary benefits so as to remedy an anomalous situation.

133.48 A somcwhat similar proposal that persons born on the first of a
month should superannuate only on the last day of the relevant month instead of
on the last day of the preceding month has been considered by us clsewhere where
we have recommended that the status quo should be maintained in the context of
several court rulings on the subject. In the circumstances, it may not be
appropriate to extend any additional benefit in the form of an increment to
such employees born on the first of a month and we recommend accordingly.

PENSION FORMULA

133.49 The third element which goes into computation of pension is the
pension formula.

133.50 With effect from 1.1.1986, slab formula of calculation of pension
was replaced by a uniform formula of 50% of average emoluments for full

qualifying service of 33 years (pro rata less when the qualifying service was less
than 33 years).

REVISION OF RATE OF PENSION

133.51 We have received a large number of demands from individuals and
associations of employees and pensioners for raising the quantum of non-
contributory pension from the existing 50% to amounts ranging from 60% to 100%
of the salary last drawn. Before arriving at any decision on the question, the -
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Commission considered it appropriate to cotrust a study aimed at asscssing the
post-rctircment income requircments after taking into account the position
obtaming in the private, public and international scctors, and identifying ways and
mecans for payment of pension at higher rates than at present. This study was
cntrusted to Tata Economic Consultancy Scrvices (TECS).

133.52 After considering factors such as the finding of the World Bank
(1994) that 100% of the net éx'cragc lifetime wage may be a rcasonable target
pension level for houscholds, the low per capita income, the fact that 95% of the
cmplovees were members of Groups "C' and "D, rapid incrcase in proportion of
pensioners to the workers (system dependency rate), unsustainability of bencfits
offered by developing countrics at rates higher than industrial countrics, drain on
Government resources cic., the Consultants have calculated that the post
retirement income requirement would be about 65% of the pre-vetirement
gross income. TECS arc also of the vicw that any incrcase in the pension
replacement rate of the current non-contributory pension scheme will be financially
unsustamnable. In the circumstances, a supplementary pension scheme, which
could be contributory in nature, has been held to be a viable means of
increasing post-retirement incomes.

13333 Old age sccurity systems all over the world have proved over-
ambitious and have had to be restructured and scaled down because of the heavy
drain on Government resources. In India also, the expenditure on pensions has
been steadily on the increase from Rs. 1218 crores in 1986-87 to Rs. 5,864 28

Crores mn 1994-95. The expenditure 1s cxpected to increase further in view of the
following:

(a) increased life expectancy both at birth and at higher ages;

(b) higher rate of retirement in the next 10 years because of 57% increasc in
cmployment over the period 1957-71;

{c) decreasc in spread of salaries by successive Pay Commussions resuiting in

Increasc in average pension;

(d) increase in promotion avenues leading to incrcasc in final salaries and
hence in pensions;

(©) updating of pension of past pcns‘ioncrs;
&) indexation of pension against inflation; and
(g)v cent per cent neutralisation of the increase in cost of living in respect of all
emplovees irrespective of their pay range.
NATIONAL PENSION FUND
133.54 The cfforts of the Commission aimed at granting some kind of

parity in pension between past and future retirces, allowing of commutation of
pension at a higher rate than at present, reducing the period for restoration of the
commutcd portion of pension, inclusion of D.A. “in the definition of emoluments
for the purposc of computatian of gratuity/dcath gratuity, payment of a higher
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amount of death gratuity to the familics of thosc who dic aficr 12 ycars of scrvice,
payment of family pension at a uniform rate, cte. arc likely to give much needed
rclicl to penstoners. [t may nevertheless be necessary to ensurc a post-retirement
income cqual to about 65% of the gross salary received by an employcc at the time
of retirement. In order to achicve this objective without any additional burden on
Government resources, the constitution of a Pension Fund to which employees
should contributc regularly through monthly deductions from their salary, has been
considered, as recommended by the Consultants.

133.55 TECS have indicated two separate and distinct pension plans. The
first is the Defined Benefit Plan (DBP) in which the pension entitlement is
specified as a component of salary per year of service and the second the Defined
Contribution Plan (DCP) in which the size of cmployer's/cmploycc's contribution
is specificd as a percentage of salary but the quantum of pension benefit is not
specificd. While the investment risk is borne by the employer in the DBP, the
inflation and the interest rate risk is borne by the employee/employer in the DCP.
In view of the world-wide preference for DBP, we would recommend its
adoption. We would also like to add that the higher returns accruing on
account of better management of the Fund may be accumulated and
distributed to the subscribers at the end of their workmg life after making
necessary provision for capital reserve.

133.56 TECS have formulated two schemes which provide for indexed
pension and nominal (unindexed) pension. Under the indexed pension scheme, a
contribution of 5.85% of the salary ( pay + DA) would entitle a new entrant to a
pension of 0.5% for every year of contribution for a working life of 33 years and
a rctirement life of 16 years. If the age of retirement is raised to 60 years, the
contribution required would be 5.31%. Under the nominal pension scheme, a 5.14%
contribution would entitie a new entrant to a pension of 0.75% of the final salary-
for cvery year of contribution for a working life of 33 years. If the working life is
35 years, the contribution required would bc 4.89%. Indexed Pension is a
preferable alternative to increase in the pension benefit rate. We, therefore,
recommend adoption of the indexed pension plan.

133.57 At present, pension obligations are being discharged by the
Government on a Pay As You Go (PAYG) basis out of current revenues. Switch
over to a Funded Plan, though desirable, would greatly affect the ways and means
position of the Government because in addition to meeting its-current liabilitics, &
provision will have to be made in the budget for reducing its PAYG liability. We
arc, however, of the firm view that a beginning has to be made right now to switch
over to the funded plan before the situation becomes irretrievable as a result of the
stcep increase in pension expenditure. We would, therefore, recommend that
Government may set apart 17.73% of the salary of every new entrant in
service from the financial year 1997-98 so that their pension liability is wholly
met out of the proposed Pension Fund.

133.58 Contributory Pension plans are often mandatory because
individuals may be myopic and not save for their retirement years. We, therefore,
recommend that while enrolment of new entrants to the Pension Fund may be
made mandatory, the existing mid-career employees may be given an option
to join the Fund. Such of those mid+carcer employees who exercise the option
would be required to contributc at a uniform rate of 6.5% of their salary (pay
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DA) and a lump sum amount depending upon the length of their remaming service
and on whether they opt for additional pension of 10% or 15% or 16.5% of the final
salary.

133.59 For the armed forces, for a 16.5% additional indexed pension, the
contribution would be 18.6% of the salary for Personncl Below Officers Rank
(PBOR) and 8.19% for Officers. The reason for the high ratc of contribution is that
the period over which they contribute 1s shorter than the civilians and the period
over which they would draw pension 1s much longer. [t is cstimated that agatnst
the working lifc of 17 years in the Army, 15 years in the Navy and 20 vears in the
Air Force, PBOR draw pension for 37 ycars, on an average, in the Army, 39 vears
in the Navy and 35 years in the Air Force. The officers have a working lifc of
about 30 ycars and they draw pension for about 23 ycars on an average. In view
of the higher rate of contribution, TECS have suggested adoption of the
unindexed pension plan for the armed forces personnel. We agree with their
suggestion and recommend accordingly.

133.60 TECS have recommended constitution of a scparate Fund for
those scrving in the Armed Forces because they have a structure and practices
different from thosc of civilian employces. They have also recommended two
Pénston Funds for civihan employees - onc for Ratlway employces because they
constitute about 50% of the civilian cmployecs and 54.5% of the total expenditure
is incurred on Railway pensions - and another for other civilian employees. We
agree with the above suggestions.

13361 Contributions to the proposed Fund should be entirely
exempted from Income Tax. The returns to the Fund should also be made
non-taxable in line with the tax-exemption provided to other pension schemes,
mutual funds, etc. The benefits to the pensioner would be taxable as it is like

any other pension; unless of course our recommendation that pensions should
be paid net of tax is accepted.

133.62 Government may initiate necessary action to introduce an
enabling Act in Parliament for creation of the Pension Funds, amendment to
the Income Tax Rules and Insurance Act.

133.63 In order to enable the Fund to operate cfficiently and profitably,
it should be kept outside the Government and managed by a Trust comprising
trustees who would be representatives of the contributors and the sponsor. 50%
representation is common for employees. Each category of contributors such as
current employecs, pensioners, and women employecs should be represented. The
Central Government being the sponsor, will have the right to appoint its
representatives who should be selected from the Ministrics of Law, HRD, Finance
and Economics.

133.64 . While working out the rate of contribution and the benefits
payable, TECS have assumed an 8% inflation rate and a 4% rate of real return,
which implies a nominal return of 12.32%. This appears to be on the lower side,
given the present rate of return of more than 16% on bonds floated by PSUs/non-
banking financial institutions. We fecl that with better management of funds,
the employees can reasonably aspire for 20% addltlonalipenswn from their
contributions made to the Fund over a period of 33 years besides 50% non-
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contnbutory penston from the Government thus making a total penston of 70% of
thcir cmoluments last drawn.

133.65 Suggestions have been made that additional pension should be
paid at the ratc of two per cent of cmoluments last drawn for cach year of service
rendered in exceess of 33 years, which has been prescribed for full pension. We have
given our carcful consideration to the suggestion and noted the rates of pension per
vear of scrvice prevalent in other countrics and under the recently introduced
Employccs' Pension Scheme where full scrvice rendered is counted for computation
of pensionary bencefits subject to a maximum of 60% . The cxisting scheme in
terms of which pension is reduced proportionatcly if scrvice rendered is less than
33 ycars but no increasc is allowed for service rendered in excess of 33 years.
appcars to us to be anomalous and unjustifiéd prima facic. With a view to
rcmoving this anomalous situation and providing incentive for the long ycars of
‘meritorious servicc, we recommend that additional pension at the rate of 0.5
per cent of emoluments for each completed six-monthly period of service or
one per cent of emoluments for each year of service in excess of 33 years may
be paid to Central Government employees. '

OTHER DEMANDS

133.66 - Suggestions relating to replacement of the pension scheme by a
lump sum payment of retiral benefits equal to 150 times the last pay plus Deamess

* Allowance, re-introduction of the slab system of calculation of pension so as to

securc a higher percentage of pension for employees in lower pay slabs,
ntroduction of a pension scale with provision for annual increase, grant of pension
at a higher rate initially and its gradual reduction, and additional pension on
attaining specified ages on the pattern of Punjab Government have also been made.

133.67 We have carefully considered the above suggestions. The first
suggestion virtually amounts to having a one-time settlement on retirement and is
not substantially different from the CPF scheme under which the entire amount is
disbursed to the employees at the time of retirement. The employees governed by
the CPF scheme have, however, been brought on to the pension scheme unless they
opted out of the scheme and those who have alrecady retired have represented for
giving them an option to switch over to the pension scheme. In view of the
changed circumstances and desirability of maintaining a regular income to the

. pensioners for their subsistence and other members dependent on them, we do not

Differential rates
of pension

recommend replacement of the pension scheme by any other scheme

Aproviding for payment of retirement benefits in lump sum.

133.68 The pension structure having been rationalised over a period of
time to bring about uniformity in the computation of pensibn of all categories of
cmployees, the suggestion to introduce differential rates of pension for employees
in different pay ranges-appears to us to be a retrograde step and does not merit
acceptance. Simuilarly, introduction of scal¢ of pension providing for annual
incrernent appears neither practical nor justificd. The other suggestion that pension

21791 ¢



Liberalisation of
pension with age

Historical
background

Present position

Our Recommend-

ations

should be paid at higher ratcs in the initial years of superannuation and be reduced
progressively is devoid of merit and we are unable to recommend acceptance of

these suggestions.

133.69 In view of our rccommendations in the chapter on medical and
other facilitics for pensioners relating to provision of medical facilitics for indoor
trcatment and payment of a fixed medical allowance for day-to-day trcatment, we
feel that thesc measures would be adequate (o cater to the enhanced medical
requircments of aged pensioncrs and any liberalisation of the rates of pension
with reference to the age is not called for. We recommend accordingly.

MINIMUM PENSION -

133.70 Prior to 1.1.1964, there was no concept of minimum pension.
With effect from the above date, the payment of pension was made subject to a
minimum of Rs.25 per month. This was raised to Rs.40 per month w.e.f. 1.3.1970
and again to Rs.60 per month w.ef. 1.1.1980. From 1.4.1982 onwards, pcnsion
plus dearncss rclief was to be not Iess than Rs. 150 which was raised to Rs. 160 per
month wel 141983

133.71 Although the Fourth Pay Commission had recommended the
minmimum pension of Rs 300 per month, the Government fixed the same at Rs.375
per month with cffect from 1.1 1986,

133.72 We have recommended a minimum salary of Rs.2440 per month
for the lowest functionary in the Government of India. We feel that 50 per cent of
the minimum salary of the lowest post would be a reasonable amount to be
prescribed as the minimum pension. We accordingly recommend that the
minimum pension should be fixed at Rs.1,220 per month,

MAXIMUM PENSION

133.73 The amounts of maximum pension fixed from time to time by the
Government are as under:-

Date of effect Maximum amount of pension
Priorto 17.4.1950 6,000 per annum

17.4.1950 6,750 per annum

17.4.1956 8,100 per annum

01.1.1973 12,000 per annum

3131979 1,500 per month

31.3.1985 Ceiling removed

01.1.1986 4,500 per month
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REMOVAL OF CEILING ON PENSION

133.74 A suggestion has been made that the ceiling on pension be
removed. We have taken note of the fact that the existing ceiling on pension is in
anv casc rclated to the pay (Rs.9,000) of the highest functionarics in Government.
We are not in favour of having any ceiling on the amount of pension and
accordingly recommend its abolition.

PENSION ON DISMISSAL/REMOVAL/RESIGNATION

133.75 - Dismissal or removal from scrvice cntails forfeiture of past service
and conscquent loss of pensionary-benefits. Resignation from scrvice also entails
forfeiture of past scrvice.

133.76 Suggestions have been made that retirement benefits should not
be denied on dismissal or removal {from service because pension has been held to
be a deferred wage. It has also been suggested that forfeiturc of pension should be
limited to the cases of dismissal from service and: in cases of removal from service,
the employee should be granted 75% or 50% of pension to maintain himself and
members of his family.

133.77 We have considered the suggestions. The penalty of dismissal or
rcmoval from service has been introduced to provide for cases in which the
continuance of a government servant in service 1s considered to be undesirable and
is imposed on an employee only after holding an enquiry as provided for in the
Central Civil Services(Classification, Control & Appeal) Rules, 1965 in which a
government servant is afforded all opportunities to defend himself There. is,
thercfore, no case for the grant of retirement benefits to such employees at par with
those who retire honourably. Besides, provisions also exist in the CCS (Pension)
Rules, 1972 for the grant of a compassionate Allowance not exceeding two-thirds
of pension or gratuity or both in deserving cases: In view of the existence of the
above said enabling provisions in the Pension Rules, we are not in favour of
any further liberalisation in regard to payment of retirement benefits to
employees who have been dismissed or removed from service and recommend -
accordingly.

133.78 It has been urged before us to make provision for payment of
some pensionary bencfits to those employees who quit government service on
rcsignation.

133.79 We have given our careful consideration to the suggestion and
noted that resignation from a service or post entails forfeiture of past service and
the claim to both pension and retirement gratuity. While the Government can insist
that pension be granted only subject to fulfilment of certain conditions such as
reasonable length of service, etc., this does not appear to hold good in so far as
retirement gratuily is concerned.  We have noted that under the Payment of
Gratuity Act, an employee who rgsigns is entitled to gratuity provided he has
rendered at least five years' service. Persons appointed by the Government on
contract are also extended the benefit of contributory Provident Fund to which both
the employees and employers contribute @ 10% of employees' emoluments. We
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fecl that cmpioyees (wnetner permanent, quasi-permancnt or temporary) who
resign from scrvice should be provided some compensation as a onc-timc payment
for the service rendered under the Government. We accordingly recommend the
following compensation:

Length of Service Compensation payable

(a) Less than Sycars  Terminal gratwity at the ratc of half a month's
cmoluments for cach six monthly period of qualifying
SCIVICC. :

(b) 5 ycars and morc ~ Termunal Gratuity at the rate of
but less than 3/4 of a month's emoluments for
20 years cach six monthly period of qualifying service(1/2 in licu
of scrvice gratuity and 1/4 in lieu of rctirement gratuity).

(c) 20 years and morc  Retirgment benefits as on Voluntary Retircment.

SERVICE GRATUITY

133.80 Pension is not payable to an employee who retires from service
before completion of ten years' qualifying service. Instead, a lump sum payment
1s made as service gratuity at the rate of half a month's emoluments for each
completed six-monthly period of qualifying service. It has been suggested that the
rate of Service Gratuity should be raised from one-half of emoluments to two-thirds
of emoluments for each completed six-monthly period of qualifying service.

133.81 We have considered the suggestion. Permanent employees retiring
with less than ten years' qualifying service are paid service gratuity at the rate of
half a month's emoluments for each completed six monthly period of qualifying
service. The service gratuity is in lieu of pension. Such employees are also paid
retirement gratuity at the rate of 1/4th of emoluments for each completed six-
monthly period of qualifying service, provided they have rendered not less than five
years' service. The amount receivable by such employees shall increase
substantially because of introduction of revised pay scales and the calculation of
service and retirement gratuity on the basis of pay plus D.A., for which suitable
recommendation has been made in this chapter. Accordingly, we do not
recommend any change in the rate of service gratuity.

RETIREMENT GRATUITY

133.82 Prior to introduction of Liberalised Pension Rules, there was no
proyision for death-cum-retirement gratuity (DCRG). With effect from 17th April,
1950 gratuity at the rate of 9/20 of emoluments for each completed year of
qualifying service, subject to a maximum of )5 times the emoluments, was
introduced. The rate of gratuity was improved with effect from 22nd April, 1960
and was made one-fourth of emoluments for cach completed six months' period of
qualifying service. From 1.1.1973, the ceiling of 15 months' emoluments was
raised to 16-1/2 times emoluments. The maximum emoluments for calculation of
gratuity were Rs.4,000/- per month and the gratuity was subject to a ceiling of
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Rs.50.000/- (maximum). Though the Fourth Pay Commission did not recommend
any increase in the maximum himit of gratuity, the Government decided to increase
the same from Rs.50,000/- to Rs.onc lakh with effect from 1.1.1986.

13383 Subscquently, in respect of Government scrvants who retired or
dicd on or after 16th September, 1993, 20% of the basic pay was allowed to be
trcated as dearness pay for the purpose of reckoning cmoluments for calculating
rctirement gratuity and death gratuity. On the basis of our Interim Report, 97% of
basic pay (which was linked to average Consumer Price Index 1201.66 obtaining
as on st July, 1993) was trcated as Deamess Pay for the purposc of death and
rctirement gratuity in the casc of Central Government employces who retired or
dicd on or after April 1, 1995. The ceiling on retirement and death gratuity was
raiscd from Rs. 1 lakh to Rs.2.5 lakhs with effect from the same date.

133.84 Retirement Gratuity is admisstble to a government servant who
retires from service after completion of qualifying scrvice of S years. Earlicr, the
basic condition for grant of ‘Retirement Gratuity' (and Pension) was that the
retiring Government servant should have held a post in a substantive capacity
under Government at the time of his retirement. However, based on the
rccommendation of the Fourth CPC, provisions have been made by the
Government for grant of pension and retirement gratuity to those Government
scrvants who retire from service on superannuation or invalidation after rendering
a continuous temporary or quasi-permanent service of ten years or more. As such,
there 1s even now a difference in the entitlement to retirement gratuity for
pcrmanent and temporary government servants as the former is eligible for it at the
time of retirement, if he has rendered 5 years of qualifying service, while in the case
of the latter, this would be admissible on rendering 10 years of qualifving service.

133.85 The main demands raised by various associations relating to
retirement gratuity are (i) that it should be calculated at the rate of half of
emoluments for each completed six-monthly period of service instead of 1/4th as
at present, (ii) that the full service rendered by an employee should be taken into
account instead of restricting it to 33 years, (ii1) that the ceiling on the amount of
gratuity should be removed, (iv) that Dearness Allowance should be taken into
account for computation of gratuity, (v) that the benefit of merger of DA should be
extended from the date at which a particular index was reached and not
subsequently, (vi) that the interim recommendation of the Fifth CPC
recommending merger of DA as linked to index average 1201.66 should be made
cffective from 16.9.1993 when the constitution of the Commission was announced
or from 9.4.1994 when the notification was issued, and (vii) that the merger of DA
should have been recommended from the last day of the month instead of first day
of the month as no one retires on the first of a month.

133.86 We have considered the above demands and suggestions carefully
and taken note of the improvements made in the amount of gratuity over a period
of time since 1ts inception in 1950. Government have been merging a portion of
DA with pay for the purpose of retirement and other benefits from time to time.
Such merger has always been given effect from a date later than the date on which
that particular level of Consumer Price Index (CPI) was reached. The difference in
these two dates has ranged between 3 and 5 years earlier, but the Fifth CPC, while
recommending merger of 97% DA w.e.f. 1.4.1995 in its interim report, reduced
this period to 18 months. The practice of merging DA on ad hoc basis has led to
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denial of benefit to thousands of cmployees who retired between the date of last
revision of pay scales and the date of merger: Adoption of such a practice docs not
appear to be a satisfactory arrangement. We arc of the view that the ad hoc policy
followed so far nceds to be discontinucd. Considering the fact that gratuity 1s a
onc-time payment for services rendered, and the system of calculation of gratuity
on-the basis of pay plus DA 1s in voguc in the public and private scctor. we
recommend that the definition of emoluments may be revised to include DA
on the date of retirement for calculation of all kinds of gratuities (retirement,
death, service, terminal).

133.87 With the introduction of revised pay scales and inclusion of DA
in the definition of cmoluments, the amount of gratuity shall be increascd
substantially. We are, therefore, not inclined to recommend any change in the

rate of grautity or counting of service beyond 33 years for payment of
gratuity.

133.88 With the inclusion of DA in the definition of ecmoluments for
calculation of gratuity, the amount of gratuity reccivable shall undergo a change
cvery six months when the rates of DA arc revised. Any ceiling fixed now shall
become unrealistic and would only deprive the retiring cmployecs of their rightful
duc. We, therefore, recommend removal of ceiling on all kinds of gratuities.

133.89 For the grant of any benefit, prescription of a cut-off date 15
cssential. In view of Supreme Court's judgement upholding the right of the
Government to prescribe a cut-off date and a policy decision of this Commission
that all our recommendations shall have prospective effect, we do not recommend
any change in our earlier recommendations of merger of 97% DA for
computation of gratuity w.e.f. 1.4.1995 and its applicability to those who
retired or died on or after 1.4.1995.

TERMINAL BENEFITS FOR TEMPORARY/QUASI-PERMANENT
EMPLOYEES

133.90 Temporary and Quasi Pcrmanent Govermnment servants other than
thosc retiring on superannuation/invalid pension/voluntary retirement with less
than 20 years of qualifying service are governed by the provisions of Central Civil
Service (Temporary Service) Rules, 1965 and are eligible to the payment of only
Terminal Gratuity at the following rates:-

Length of Service Terminal Gratuity

(a) Below S years Nil

(b) 5 years and above Half a month's pay for each completed year of
but less than 10 years service

(c) 10 years and above One month's pay for each completed vear of

service subjoct to 2 maximum of 15 months pay
or Rs. 15,000, whichever is less.
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133.91 The above rates of Terminal Gratuity arc in force prior to Fourth
Pav Commission. The Fourth CPC did not recommend ary change in the above
rates of Terminal Gratuity,

133.92 The Department of Penston and Pensioners' Weliare made a
reference o us sceking our recommendation whether temporary/quasi-pemnancnt
cmplovees who had rendered not iess than 10 vears’ service in Government prior
to their absorption in a Public Sector Undertaking (PSUs)/Autonomous Body
(ABs) before 1:4:1988 should be extended the benefit of pension at par with
permanent Government employees and thosce with less than 10 years' qualifying
scrvice should be given pro-rata service gratuity and retircment gratuity.

$33.93 Wettave considered the matter carcfully in the light of information
fienished by fhed Gotvernment. Confirmation was delinked from availability of
permanént posts we.f 1.4.1988. The temporary/quasi-permancnt cmpiovees who
got absorbed in PSUs/ABs prior to 1.4.1988 did not get this benefit retrospectively
becausc of serious implications involved in the matfer of scniority which was
carlicr linked to confirmation. and réopéniig of 4 large number of past cascs.
Keeping in view the sarictity of thie cut-off date and the sérious implications
involved in the acceptance of the suggestion, we do net recommend reopening
of the past cases..

13394 As  the: distinction between  temporary/quasi  permancnt
government scrvants having rendered a qualifying service of not less than 10 ycars
for cligibility o pensionary :bencfits. on retirement. on supcrannuation/
invalidment/absorption n:PSUs/ABs has alrcady becn rémboved, we recommend
tha¢ such a distinction-should also be done away witli in regard to payment
of terminal benefits to those with:less than 10-years qualifying service. The
terminal benefits payable to such employees should be at par with permanent
employees because employées remain temporary due to administrative
delays:
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HISTORICAL BACKGROUND

134.1 A Family Pcnsion Scheme was notificd by the Government of
India in April. 1950 in terms of which the family of an cmployce who had rendered
25 years of scrvice was entitled to family pension cqual to 50% of the pension
cntitlement. The family pension was admissiblc for a total period of 10 years,
subject 10 a maximum of S years beyond the date of retircment.  The period of
service for cligibility to family pension was reduced from 25 years to 20 years with
cffect from 1.4.1957 - After their confirmation, the cmployees had the facility to
nominate the recipients of the Family Pension.

134.2 This scheme was replaced by a new Family Pension Scheme in
1964 and was made applicable to all regularly appointcd employees who were in
service on 31.12.1963 and had opted for the scheme and to all Government
scrvants who cntered service thereafter. The scheme was also extended from

22.9.1977 to pre-1.1.1964 retirees, to implcment a judgement of the Supreme
Court.

1343 Initially, the scheme was contributory and all cligible cmployees
were required (o surrender two months' gratuity in order to avail themsclves of the
benefits. No contribution was, however, requircd to be made by those unmarried

.employces who retired or died without leaving a surviving family. The Family

Pcnsion Scheme was made non-contributory with cffect from 22.9.1977 and the
rcquirement of having to surrender a part of the gratuity was dispensed with.

PRESENT POSITION

134 4 ~ Presently, the benefits of the Family Pension Scheme, 1964 as
incorporated in the Central Civil Services (Pension) Rules, 1972 are admissible
only to the spouse for life and children up to the age of 25 ycars. Children suffcring
from a disability of the mind or those who are physically crippled or disabled are,
however, cntitled to family pension for life. The condition that the ichildren should
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be dependent on the cmplovee so as to be cligible to the famuly pension was”
dispenscd with in 1993, which means that cven if an cligible child starts carning,
he or she would still be entitled 1o family pension up to the age of 25 years. Inthe
casc of a girl child alonc; the cligibility to fanily pension ccascs on her attaining
the age of 25 years or on her marriage, whichever is carlicr. The benefit of fanuly
pension is also extended to a spousc marricd to the pensioner after his retircment.

EXISTING RATES

1345 The Fourth Pay Commission had rccommended a minimum
monthty family pension of Rs’300, which was raised to Rs. 375 by the Government.
The Commission had also rccommended payment of family pension cqual to 15%
oi the basic pay in:the casc of thosc whosc basic pay was abovc Rs.1,500 per
month. This was, however, raiscd t0 20% by the;Government for thosce w hosc pay
was bétween Rs.1,501 and Rs.3,000 per monin.  The rates of family pension
effective from 1.1.1986 are as follows:-

~ Pay of Govt. Servant  Amount of Family Family

Pension Pension
computed
as a %age of

_Pension
(@) UptoRs.1.500 pm.  30% of pay subject 60
‘ to a minimum of
Rs. 375 p.m.
(b)  Rs.1,501-3,000p.m.  20% of pay Subject 40
to a minimum of
Rs. 450 p.m.
(¢)  AboveRs3000pm  15% of pay subject 30
' to a minimum of

Rs. 600 and maximum
of Rs. 1,250 p.m.

HIGHER RATES OF FAMILY PENSION |

1346 A higher rate of family pension is admissible if the deceased
cmployee/pmsnoncr had rendered not less than seven years' continuous service. The
famiily pension at the cnhanced rate is payable from the date following the date of
death while in service or after retirement for a period of seven years or for a period
up to the date on which he/she would have attained the age of 65 years had he/she
survived, whichever is earlier. The family pension at higher rate is not admissible
if a pensioner dics after attaining the age of 65 ycars The higher rates arc:-

(a) In case of death in service : Twice the amount of normal rate of
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fanuly pension or fifty per cent of the pay last drawn, whichever
is lower. :

{b) In the casc of dcath allcr retircment - Twice the amount of
nonmal ratc of fanuly pension or ﬁﬁ) per cent of pay drawn at the
timc of rctircment or the amount of pension authoriscd on
retircment. whichever is the least.

Flz\TES OF FAMILY PENSION

1347 Almost all the pensioncrs' associations and-unions of cmployces
have complained to the Commission that the existing rates of {amily pension arc
grossly inadcquatc 10 maintain cven a single person and have urged that the rates -
should be revised upwards, between 50% and 100% of pay last drawn.

1348 ~ Thc cxisting ratcs of family penston which arc linked to the pay
drawn by an cmployce at the time of death whilc in service or retircment would
appear to be inadequate to cater te the nceds of the family of the deccascd
cmploy cc/pensioner. Revision thereof is justificd becausc there are certain fixed
costs of an cstablishment w hich do not get halved and the family continucs to incur
them cven after the demisc of a pensioner.  Thérc would also appear to be no

* rationale for prescribing different pereentages of family pension with reference to

different pay slabs becausc all familics suffer cqual hardships on the death of a
Bicad winncr. Taking the above and other relevant factors into consideration,
we recommend that the existing varying rates of family pension (30%, 20%

and 15%) may be replaced by a uniform rate of 30% of pay for all categories
of employees.

LINKAGE OF FAMILY PENSION TO PENSION

1349 Suggestions have been made that the quantum of family pension
should be related to the amount of pension and it should be paid between 50% and
100% of pension drawn or admissible in casc of death whilc in service.

134.10 The suggestion for linkage of family pension with the amount of
pension was considered by the Fourth CPC. It was obscrved by the Commission
that the acccptance of the suggestion would, in a large number of cascs, place the
family of an cmplovec with a shorter span of scrvicc at a considerable
disadvantage. It would also cntail cvolution of a different formula for computation
of thc amount of family pension for employces not cntitled to pension i.c. thosc
who dic without completing ten ycars' service necessary for eligibility to pension.
We arc inclined to agree with the obscrvations of our predecessor. In this view of
the matter and our cmphasis being on s’implif ication of procedurcs, we recommend
that the family pension should contmue to be related to the pay last drawn by
the deceased employee.

‘MINIMUM FAMILY PENSION

134 1 ~ A minimum family pension ranging between Rs 1,000 and
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Rs.3.000 has been demanded. 1t has also been suggested that the amount of
minimum pension should be not Iess than the mmimum pay of the lowest post in
the Governmetit of India or the minimum wages.

134.12 ‘We have tried our best to ascertain the data taken into account by
the Government or the pnncnplcs foliowed by the prcvnous Pay Commissions whilc
determining the quantum of minimum pcnsnon/famil\ pension for the purposc of
arnwing al a-suitable amount to be rccommended by us as minimiim pension/fanily
pension but without any success. An inference could pcrhaps ‘be drawn that the
Government had consndcrod 50% of thc mmlmum pa\ of lhc low:st posl as a
against the amount of Rs.300 rocommcndcd by the Fourth Pay Commnssnon Smcc
we have recommended retention of the rate of pcn:.non at 50%, we fecl that 50% of
the minimum pav of thic lowest posi would be a rcasonable amount of minimum -
family pension. As we have rccommended Rs.2,440 as the minimum pay for the
lowest post, we recommend Rs.1,220 as the minimum family pension. This
would apply to past family peasioners aiso. This formula could possibly be
accepted as a reasonable one for estabhshmg some nexus between minimum

pay and minimum pension.

CEILING oN FAMILY PENSION

~134:13 ~ Removal t)f ccllmg of Rs 1,250 on the famnly pension has been

urged before us on the' ground that the ccllmg opcratcd harshly against scnior -

R ofﬁccrs and thc family pcnsnoncrs were bcmg dcpnvcd of their lc*,mmatc duc.

l34 14 The ceilings on pension, famlly pension and gratuity arc unusual
features of civil service retirement benefits and there is a very big drop in income
when, for mstance, a civil servint drawmg a pcnsnon of Rs.4,500 per mensem
expives. “The family of thc same civil scryant is pmd a famlly pension of just
Rs.1,250 per month. It is one of‘ fundamcntal tenets of a social sceurity scheme
that the beneficiary should have the assurancc that in the. cvent of his death, his
widow and children would have the nccessary whercwathal to live in rcasonable
comfort. However, with the meagre amount of family pension, this last desirc of
adeccased cployec can hardly bic met. Thie ol assumption-that civil scrvants in
highct. gradcs-could save a great dceal 1s no longer valid, with the substantial
increasc in the cost of living. Considering the fact that the number of employees
aigainst whom the existing cenllng operates ‘Tharshly is not very significant, we
aré inclined to accept the suggestion for removal of ceiling on family pensions
and recommend accordingly.

FAMILY, PENSION AT ENHANCED RATES

134.15 It has been suggested that the period for payment of family
pension at enhanced rates may be raised from 7 to 15 vears or “tll the life-time of
the family pensioncr.

134.16 Prity to the Fhird CPCT, the period 4f'seveh years was restricted

till the cmployce -would -have -attained ‘the ‘age of supcrannuation. By this
restriction, the familics of those who dicd just before their normal datc of
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retirement. were deprived of fanuly pension at enhanced rates for {ull seven years.

This anomaly was removed on the rccommcnd'mon of thc Third CPC and the
benefit was extended for a period of scven vears or till the cmploy ce/pensioner
would have attained the age of 65 vears, whichever was carlier. The penod of.
scven vears for entitlement to family pension at chhanced rates is considered to be
an adcquate period for a family to get adjusted to the changed circumstances.
There is, thercfore, no strong justification for granting family pension at enhanced
rates cither for 15 ycars or for the life-time of the spousc. Accordingly, we do not
recommend any change in the existing condition of eligibility of seven years'
service or in period of seven years for entitlement to family pension at
cnhanced rates. However, in view of our recommendation to increase the age
of superannuation to 60 years, the family pension at enhanced rates should
be admissible for a period of seven years or till the employee/pensioner would
have attained the age of 67 years, had he survived.

DEFINITION OF FAMILY |

134.17 It has been urged before us that the restriction on payment of
family pension to married daughters of a deccased cmployee/pensioner be removed.

134.18 Currently, family pensioniis payable to sons up to 25 ycars of age,
wurcspective of marital status and gainful cmployment, whereas in case of
daughters, it is payablc up to 25 years of agc or up to the date of marriage,
whichever is carlier. This dxstmmon smacks of gender bias against daughters. We
recommend that family pension should be payable to.both sons and daughters
up to 25 years of age or up to the date of their marriage, whichever is earlier.

134.19 Further, consxdcrmg the nan-conmbutory nature of family pension
and the fact that it is paid ex gratia for sustenance of the dependents, we are of the
view that payment of family pension should be dlscontmued when the eligible

-son/daughter starts earning a sum of Rs.2,440 from employment in

Gavernment, the prlvate sector, self employment etc. :and we recommend
accordingly

FAMILY PENSION TO WIDOWED/DIVORCED PAUGHTER

13420 Suggcstions have also been made for cxtension of the benefit of
family pension to the widowed/divoréed daughters of a deceased cmployee.

13421 We have considered the suggestion and are of the view that
widowed and divorced daughters need to-be provided some relicf. 'We recommend
that they be included in the definition:of family foi’payment of family pension
up to 25 years of age or up to the date of their remarriage or till they start
earning a minimum wage of Rs.2,440, whichever is earlier.

| FAMILYPENSION ON REMARRIAGE
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134.22 1t has been urged before us that the existing condition in terms off
which pavment of family pension is terminated on the re-marnage of a widow
should be removed.

134.23 Having rcgard 4o the fact that cligibihty for family pension passcs
to the next cligible child of the deccascd cmployce, we are unable to agree to the
suggestion for continuance of family pension to the widow on remarriage.
However, if the widow undertakes to maintain the dependent children on her
re-marriage, family pension should continue to be paid. In the latter casc,
family pension shall be payable to the widow till the last eligibic son/daughter of
the deccased cmployec attains the age of 25 ycars or starts carning a minimum

‘wagc of Rs.2,440 from any sourcc including self-cmployment or gets marricd,

whichever is carlier.

| FAMILY PENSION TO PARENTS, BROTHERS AND SISTERS

134.24 Sevcral pensioners’ asgocialions have suggested that parents,

 dependent brothers and sisters may be mc"ud0d in the definition of "family" for the

purpose of chglbthty to family pension.

13425 “We have noticed that a provision exists in the CCS (Extraordinary

Pension) Rules and Liberalised Pensionary Awards for grant of dependent pension
to parents in those casés where the deccased govcmmcnt servant had left behind
ncither a widow nor a child, With a vicw io bringing abouit uniformity in the matter

"of dependent pension in the CCS (Pension) Rules, Extraordinary Pension Rules and

Liberalised Pensionary Awards, we recommend that only those parents who
were wholly dependent on the Government servant when he was alive, may
be inciuded in the definition of family where the deceased emiployee had left
behind neither a widow nor a child. Such parents shall be-eligible for family
pension at ordinary rate, i.e. 30% of the pay of the deceased employee.

134.26 As for inclusion of brolhers sisters and other relatives in the
deﬁmuon of “family", an cmploycc s desire to discharge wider family obligations
is no doubt admnrable but it is hardly fair that such obligation should be discharged
at pubhc cost. In view of the non- contnbutory nature of family pension, we
are not mchned to recommend inclusion of brothers, sisters and other
relatives in the deﬁmtlon of “family" for ehgab:hty to family pension.

?lMPL_EME&TATioNor RECOMMENDATION OF FOURTH PAY
| compussion

13427 ~'While dealmg with a largc number of demands from several
quarters for WIdemng the definition of “family" for chg;blllty to family pension, we
cdrhe across a classlc w(amplc ol‘ lack of "uniformity in the definition of family in

“various Service fules & analysed by the Fourth Pay Commission in Paragraph 6.15

ot‘Part-II of its reporf and the mcommcndatnons made in Paragraph Nos. 6.16 and
617 rafsmg certain vital qutsuom “As per our mfonnauon the remedial measurcs

‘are yet to be taken by the Govemment. In view of the relcvance and importance of
' the questions m§e¢ we would like to reiterate their recommengdations as mentioncd

above and urge ipon the Goveniment to consider the issues as carly as possible and
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take remedhal measures.

UPDATING OF FAMILY PENSION OF PAST FAMILY
PENSIONERS

13428 All pensioncrs' associations which submitted their memoranda and
which appeared betore the Commission to tender oral cvidence brought to our
noticc the glanng disparitics in the amount of familv pension being drawn by
family pensioners belonging to diffcrent Pay commission periods and urged that
there should be complcte panty in the amounl of famnl\ penston, irrespective of the
datc of retirement/death of the Government scrvant.  They also suggested the
application of revised rates of family pension in respect of pre-111986 family
pensioncrs as introduced w.c.f. 111986 before updating their pension on the basis
of a formula to be recommended by the Commission* fer the post-Fifth Pay
Commission retirecs.

134.29 We have given our carcful consideration to lhc submxssnons madc
by the pensioncers' associations on behalf of ﬁmllv pcnsnoncrs and taken notc of the
fact that family pension, except 1n cases of dcath whilc in service, is authorised by
the pension sanctioning authoritics in the Pension Payment Order issued to the
pensioner at the rates prev alent at the time of authorisation, whereas it is actually
disbursed several vears thereafier on the death of the, pensioncr, by which time rates
of family pension undcrg.,o a change. The dlsparxtxcs in the amount of family
pension cxist because of (i) prevalence of diffcrent rates of family pension at
different points of time, (ii) demal of benefits of improved rates of family pension
to past pensioners, (iii) imposition of artificial ceilings on the amount of family
pension. (1v) denial of benefits of refixation of family pension on the basis of pay
in the revised scales of pav. (v) different rates of neutralisatign for the risc in the
cost of hving index clc. :

13430 While we arc in favour of imparting a greater cquity between past
and present {amily pénsnoncrs it may not be ad\ isable to go in for complete parity
at this junctire becatisc of the ﬁnancml 1mphcauons ‘With a vicw to achicvi ing this
objective, we would recomimend that all the. pre-l 11986 famxly pensioners may
be brought to the level of 111986 (Fourth CPC) by notional fixation of pay of
the deceased employee from one Pay Commission to the subsequent Pay
Commission in the same way as was done for serving employees and then
apply the rates of family pension as may be introduced on implementation of

Fifth-CP€'s recommendations; Once the past faririly pensioners are brought

on to the level of Fourth CPC, they should be giventhe same treatment in
regard to quantum ef fitment weightage as may be given to the serving
employees. If the amount of family pension fixed in the manner indicated
abave, falls short of 30% of the minimum pay of the post held by the deceased
employee, as revised by the Fifth CPC, the family pension would be stepped
up to 30% of the minimum pay of the post held by the deceased. Thc family
pension of post-111986 famly pensioners shall be revised in the manner indicated
in the next paragraph without notional fixation of pay of the deccased emplovee in
the Fifth CPC's pav scales. Except notional fixation, the post-1.11986 family
pensioncrs shall be entitled to all the benefits which have been:extended to pre-
111986 famify pchsioners. The methodology suggested above would cnsure total
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panty between fanuly pensioners of pre-1986 and post-1986 periods and modified

~ panty therealier. which is intended to do away with the uncqual treatment meted

out (o the family pensioncrs all these vears.

13431 Whlc the work rclating to grant of total panty up to L1I986 by
notional (ixation of pay of the deccased emplovee and modificd panty thercafter
shall have to be undertaken by the pension sanctioning authontics, which may take
somc timg, it would be desirable to grant immediate relief to the family
peasioners. To achicve this objoctive. pension disbursing authoritics may be
authonscd to consolidate the pension by adding (a) cxisting basic fanuly pension:
(b) Deamcss Rclicf as on 1.11996; (c) Interim Rclicfs 1 and H; (d) 20% of basic

famyly pension. The total is to be stepped-up to 30% of the minimum pay of the

post held by the deceased employee, as révised by the Fith CPC. wherever
consolidatod pension falls short of the above pereentage. The consohidated pension
shall be the basis for grant of Deamess Relief in future.

13432 There may be cases where it may not be possible for the pension
sanctionng authontics to fix the pay of the deccased cmployees notionally, because
of non-availability of records duc to such gccords having been weeded out or other
admunistrabive problems. In such cases the family pension may be revised with
reference to the minimum pay of the post held by the deceased, as revised by
the Gevernment on our recommendations

DEATH GRATUITY

13433 In addition to family pension, familics of Government employces
who dic while n service, arc cntitled to death gratwity which is calculated with
rcference to the number of ycars of qualifying service rendered by the deccased
cmplovee at the me of his/her death.  Prior to 1.1.1986, only permancnt
Govemment cmployecs werc cntitled to gratuity. But on the recommendations of
Fourth CPC, dcath gratuity has becn made admissible with cffect from 111986 at
the following scale inrespective of whether the deccased employce was permancnt,
tcmporary or quasi-pcrmancnt;

Qualifying service Amount of death gratuity
{(a) Less than onc ycar Two times the pay
(b)  One year and above Six tfmes the pay
but less than five years
(c) Five years and above Twelve times the pay
but lcss than 20 years
(d) Twenty vears and above Half of the pay for each completed six

‘moml_lly)pcriodgf service subject to a
maximum of 33.umes the pay and
_monctary ceiling of Rs.2.5 Lakhs.
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134.34 1t has boen submitted that the family of a Government servant who
dics in harncss with a scrvice-of five years or morce but fess than 20 ycars, is paid
12 times the cmoluments as dcath gratuity, whereas the family of another
Government scrvant who dics after rendering service of 20 years or more is paid
gratuity at the ratc of half the emoluments for cach complcted six monthly period
of service which works out to onc month's cmoluments for cach ycar of scrvice. In
the cvent of a Govemment scrvant dving just before completing 20 years of service,
his family is put to a loss becawse of the restriction of 12 times the emoluments.
It has, therefore, been urged that this anomaly may be rectificd.

134.35 W have considered the submission and taken notc of the fact that
prior to Fourth- CPC, there were three slabs-namcly, (a) Less than onc year, (b) onc
ycar or morc-but less than five years, and (c) five vears and above. On the
rccommcndations of Fourth CPC, the third slab was modificd to five years and
abovc but lcss than 20 years' and the fourth slab of 20 ycars and above' was
introduced on the ground that the family of an cmployec who died aftcr complction
of 20 ycars or more service was at a disadvantage as compared to the family of an
cmployce who dicd afier taking voluntary rctircment. We have noted that in the
existing scheme;, the family of an employec who dies with scrvice just short of 20
years is placed at par with'the family of an employec whodics afier more than five
years scrvice, which does not seem to'be appropriate. Wé are, therefore, convinced
of the nccd to revise the existing slabs which may be modificd as under:-

Qualifying service “Amount of death gratuity
(a) Less than one vear Two times thec cmoluments
(b) One year or more but Six times the emoluments

lgss than five ycars

(c) Five ycars and morc Twelve times the emoluments
but up to 12 years

(d) Above twelve years ~ Half of cmoluments for cach
completed six monthly period of
qualifying scrvice subject to a
maximum of 33 times the emoluments.

OTHER BENEFITS

134.36 Apart from family pension and death gratuity, the families of the
deceased employees also get other benefits such as the insurance cover available
under the Central Govemment Employees' Group Insurance Scheme (CGEGIS)
and Deposit Linked Insurance Scheme. We have separately recommended in the
relevant chapter doubling of the rate of contribution and corresponding increasc in
the insurance cover in case of death. We have also recommended in the chapter on
General Provident Fund for raising the benefit under Deposit Linked insurance
Scheme from the existing Rs.30,000 to Rs. one Lakh.- We have tried our best to
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improve the condition of famuly pensioncrs within the availabic resources by
making suitablc recommendations in this chapter with the hope that they would be
ablc 1o lcad a more decent hife. :

CONCLUSION

13437 The principles cnunciated by the Commuission for futurc revision
of pension arc contained in our chapter on Pension Structure. Thosc principles
shall apply cqually for revision of family pensions in future.
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Stecial Benefite in case of Death

Death due 10
natural causes

Death and
disability
attributable 1o
service

PRESENT PROVISIONS

135.1 Cases of death of Central Government cmployees dving in hamness
duc to natural causes not attributable to government service arc covered under the
Central Civil Services (Pension) Rules, 1972, and their families are entitled to the
normal family penston and dcath gratuity, in addition to the accumulations 1n the
Provident Fund accounts, compensation admissible under the Central Government
Emplovees Group Insurance Scheme and the Deposit-linked Insurance Scheme.

135.2 Emplovees who sustain injurics or contract discases or dic or arc
disabled or incapacitated on account of causcs which arc accepted as attributable
to or aggravated by government service are, however, chgible for certain special
benefits under the Ceniral Civil Services (Extraordinary Pension) Rules. The
benefits available under thesce rules. which are applicable to all persons paid from
Civil Estimates, other than those to whom the Workmen's Compensation Act
applics, have been amended and hiberahised from time to time. In terms of the rules
currcntly in force, apart from the death gratuity and other cntitlements under the
Provident Fund Rules and Group Insurance Scheme, a consolidated Extraordinary
Famuly Pension i1s admissible to the extent indicated below, in the cvent of death
of an emplovee who holds a pensionable post, irrespective of whether the deceased
cmploycc had completed seven years' service or not:

Basic Pay of employce Monthly Extraordinary
at time of death Family Pension

Government servant holding a pensionable post

a) If the widow of the deceased employee is childless:
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Death int air
accidents

Not exeeeding Rs. 1,500 50% of basic pav

Exceeding Rs.1.500 but 40% of basic pay subject to a

not exceeding Rs.3.000 minimum of Rs.750

Exceeding Rs. 3,000 30% of basic payv., subject to a

: g miriimum of Rs. 1,200 and maximum of
Rs.2,500
b) If the widow of the deccased emplovee has a child or children:

-{n all cascs 60% of basic pay, subject to a
minimum of Rs.750 and maximum of
Rs.2.500

Employecs not holding a pensionable post and dving in harness arce also entitled to
the Extraordinary Family Pension under these Rulcs, but at reduced rates ranging
from 15 per cent to 30 per cent of the basic pay depending on the pay drawn by
them at the time of death #f the surviving widows arc childless and at a fixed rate
of 40 per cent of the basic pay 1f the surviving widows have children, subject to a
mmimum of Rs.500 and maximum of Rs. ;300.

1353 Similarly, employccs who arc disabled or incapacitated duc to
causcs not-attnbutable to government scrvice and-arc discharged from service are
covered under the Central Civil Services (Pension) Rules, 1972, and are entitled to
service pension for the aciual service rendered up to the date of invalidation. if
such service is Icss than ten vears, scrvice gratuity is paid in licu of pension at the
ratc of half a month's emoluments for cvery completed half-yearly period of
service.  If, however, the disability lcading to discharge is cstablished as

_attributable to government service, the provisions contained 1n the Central Civil

Services, (Extraordinary. Pension) Rules apply, and a Disability Pension at the
prescribed rates is admissible. This consists of two clements, the service element
and the disability element. The former compensates for the scrvice rendered up to
the date of invalidation and the latter for the functional incapacity suffered by the
cmployce as assessed by a medical board. In the case of cent per cent disability,

the Disabilitv. Pension admissiblc is cqual o the normal rates of family pension, i.c.

30%, 20% or 13% depending on-the basic pay drawn by the employce at the time
of his inyalidation. For lowes percentages of disability, the monthly disability
pension is proportionately lower, subject to the conditions prescribed in this regard.
If. however, the cmployee is retained in scrvice notwithstanding his disability, he
i1s entitled to.receave. the capitalised valuc of the disability clement calculated on the
basis of thc commutation table.

1354 Dcath of a government scrvant as a result of an accident, “while
travelling by air on duty, is also trcated as being duc to “special risk of office’ for
the purposc of the Central Civil Services (Extraordinary Pension) Rules: If-the
dcath occurs while travelling on duty by commercial {lights operated by Indian

Airlines and other carriers, compensation would be: pavable by the airline

concerned in terms of international conventions:, If, however, the journcy on duty
is performed by service aircraft, the. family. of the deccased employee would also
be entitled to an ex gratia payment cqual to the compensation available to familics
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of smlar personncl travelling by Indian Airlines as farc paying passcngcrs.
However. the compensation, which is presently Rs. 3 lakhs, has to be approved
and sanctioned, in cach individual casc, with the concurrence of the Finance
Ministny. :

Liberalisea 1355 Scparatc orders have been issued by Government to provide for
pensionary the grant of Libcraliscd Penstonary Awards in cascs of death or disability arising
as a result of (a) attack by or duning action against cxtremists, anti-social clements,
ctc. and (b) cnemy action in intcrnational war or border skirmishes. The benefits
admissibic to the family 1 the cvent of death of an ecmploycc arc as {ollows:-

awards

a) If the employee is survived by his widow, she will be entitled to
family pension, for life or until hier remarmage, cqual to the pay
last drawn by him.

b) In the cvent of remarnage of the widow, the family pension wall
be reduced and will be equal to that admissiblc normally under
the Central Civil Scrvices (Pension) Rules, 1972

c) If therc is no surviving widow, but the cmployee has lcft behind
a child or children, all children together shall be entitled to family
pension at rates ranging from 30 to 50-per cent prescribed in this
‘regard with reference to the basic pay of the employee at the time
of death. The family pension to the children is to be regulated as
in the case of normal family pension admissible under the Central
Civil Services (Pension) Rules, 1972

d) On remarnage of the surviving widow or when there .1s no
surviving widow and the family pension is paid only to the
children, each child shall also be entitled to receive, in addition,

- a Children's Allowance of Rs.100 p.m. in cases wherc the
deceased employee was in receipt of pay less than Rs.2,200 and
of Rs.150 p.m. in cases where the pay at the time of death was
Rs.2.200 and above.

c) If the government servant dies as a bachelor or widower without
_ children, a dependant pension equal to 75% or 56.25% of the pay
last drawn depending on whether both the parents arc alive or
only one of them, is admissible to the parcnts without reference
to the pecuniary circumstances.

) Where family pension or dependant pension is paid in terms of
these orders, no other family pension or dependant pension will
be admissible under any other orders or rules in consideration of
the death of the same deceased government servant.

Disabiliky benefits 135.6 If the government servant is discharged from service on account

of injuries sustained in these operations, he will be paid a disability pension, which
will consist of a service clement and a disability element. The former will be equal
to an amount of the retiring pension, including the pension equivalent of retirement
gratuity which he would have been entitled to on the basis of his pay on the date of
injury but counting service up to the date on which he would have retired in the
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normal course. The disability clement for 100 per cent disabihity will be cqual n
amount 1o the pay last drawn by the government scrvant minus the service clement,
and be subject to a maximum of Rs.1.000 p.m.. The disability clement will be
proportionately reduced for fower percentages of disabtlity.

1337 In the absence of specific provisions in the rules for pavment of
compcensation to familics of Central Government cmployces killed in acts of
terrorist violence, various departments had adopted different schemes for
compcensating their cmployees. Whercas some of them paid compensation under
Workmen's Compcensation Act, certain others had resorted to ex gratia payments
on a casc by casc basis. On considcration of this qucstion by thc Committce of
Sccrctarics in the context of cscalating terrorist activitics in Punjab, orders were
issucd in November 1988 to the cffect that, while the then existing procedures
folloived by different departments might be continucd, they should, however,
cnsurc that an amount of at lcast Rs.50,000 was paid to the famihes, after
excluding any payments ordinanly made in cases of death not attributable to
scrvice but including any amount payable in cascs of death attributable to service.
Al such cascs of ex gratia payments werc also 1o be referred to the Department of
Pcnsion and Pensioncrs' Welfare for prior clearance to ensure consistency in
approach in deciding the quantum of compensation. Subsequently in May 1990,
these orders were also cxtended to the familics.of Central Government empiovees
killed in terrorist violcnce in Jammu & Kashmir.

1358 On the other hand, familics of personncl of the Central Police
Organisations killed in the course of performance of their duties duc to violence by
armed hostiles, extremists, terrorists, c¢tc. arc paid ex gratia grants in terms of
separate orders issued by the Ministry of Home Affairs,. which have also been
rcviewed and amended from time to time. The ex gratia payment presently
admissible 1s Rs. 2 lakhs and any compensation payable under the Central
Govemment Employees’ Group Insurance Scheme or ex gratia payments madé by
the State Govemments concerned (which were taken into account in computing the
nct compensation prior 10 1993) arc to be excluded.

1359 Families of members of thc Amed Forces killed in similar
circumstances are, however, not entitled 1o any ex gratia payments. but only to the
liberalised pensionary benefits similar to those admissible to civilian employees in
terms of the Liberalised Pensionary Awards. In addition, they are also covered by
the contnbutory Army Group Insurance Scheme, which provides death benefit of
Rs.3.85 lakhs for Officers and Rs.1.65 lakhs for personnel Below Officers Ranks.

135.10 Subscquent to May 1990, Government also separately approved
the (a) enhancement of cailing on ex gratia payment to families of employees killed
as a result of terrorist acts or encounters with anti-social clements to Rs. 5 lakhs;
and (b) payment of further compensation of up to Rs.5 lakhs, on a case by case
basis from sundry government sources, such as Prime Minister's Reliel Fund, Chiel
Minister's Relief Fund, etc., the total compensation and ex gratia being restricted
to Rs. 10 lakhs, only in respect of the employces of the Ministry of Information and
Broadcasting.
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DEMANDS AND SUGGESTIONS RECEIVED

13511 We have reccived a large number of demands and suggestions.
particularly from the Central Police Organisations. that the benefits admissible
under the schemes for the payment of cxtraordinary pension. Liberahised
Pensionany Awards and cx gratia shold be substanuially liberalised. These mawly
relate to increasc in the quantum of benefits. removal of present distinctions and
disparitics in payment of extraordinany pension to the surviving dependants of
diffcrent catcgories of cmplovecs, pavment of full pension to employees discharged
from duty without reference to the actual scrivice rendered by him, pavment of
disability pension cqual to the pay last drawn, removal of disparitics in the rates of
Children's Allowance under the Liberalised Pensionary Awards scheme, removal
ol restriction on grait of liberaliscd pensionary awards to disabled personncl who
scck voluntary retirement, cnlargement of the scope of Liberalised Pensionary
Awards, cxtension of the provisions of the Liberaliscd Pensionary Awards scheme
to personncl who arc killed in accidents whnlc performing official dutics, cxtension
of the scheme of ex gratia payments cven to thosc who suffer cent per cent
disability in actual opcrations at par with thosc who arc killed, ctc.

135.12 Apart from thésc demands and suggcestions, the Department of
Pension and Pensioncrs'' Welfare has “also’ made a scparate reference 1o us
rcquesting recommendations on a comprchensive policy that could be adopted in
regard to ex gratia payments in cascs of dcath in various circumstances in any pact
of the country, which could replace all isolated decisions that might have been
taken in the past b\ various individual ministrics or by government for differcnt
disturbed regions in the country.

[ OUR VIEWS AND SUGGESTIONS

135.13 We have considered these demands and suggestions very carcfully.
As a gencral rule, it would be appropniate to retain the present distinction in the
bencfits admiSsib!c to cmployees who sustain injurics or contract discascs or dic
or are disabled or incapacitated on account of causcs which arc accepted as
attributable to or aggravated by govemment service and to those who dic in hamness
only duc to natural causcs not attributablc to government service. In the context.

however, of the pereeptible increase in violence-related incidents over the vears,

involving the usc of explosive devices in public places, kidnapping for ransom
resulting in the death of the victim, ctc. government cmployees could become
unwitting viciims of such incidents, though they may strictly not be on government
duty or busincss at the relcvant time. Considening the fact that the employeces arc
in no way responsible for the death or injuries suffered in such incidents, we are of
the view that it may not be inappropriate, from a humanttarian angle. to make an
cxception only in such cascs though there may be no causal conncction, as
prescribed 1n the rules, between the death or disability and government scrvice so
that the principle of attributability could be conceded. We recommend accordingly.

135.14 We observe that benefits in the cvent of death, disability or
discharge from scrvice arc prescntly regulated in terms of three different scts of
rules or administrative instructions, depending on the circumstances. Centain
mumistrics and departments hike the Mmnistry of Information and Broadcasting have
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recommendations

also securcd additional benefits which have not been extended uniformiv to all
emplovees. Whereas the rules and orders relating to Extraordinary Family Pension
and Liberahsed Pensionary Awards arce fairly explicit, though complex, it would
appear that decisions on the question of ex gratia payments had been arrived at m
the past only in 1solation as and when certain situations arose, and this fact has also
been acoepted by the Department of Pension and Pensioners' Welfare themselves.
There ts, therefore, the likelthood of an clement of ad-hocism and cven of decisions
being influcnced by subjective considerations, particularly when these arc taken on
a casc to casc basis. Recgulation of benefits under different scts of rules or
instructions could also result in avoidable confusion. There is, therefore, clearly
a need for a comprchensive policy and a single sct of rules to regulate the quantum
of compensation in cascs of death or disability under different circumstances,
which should be clearly spelt-out so as to remove any confusion which might lcad
to delays in disbursement of the admissibic benefits.  This would also cnsure
rationalisation and simplification.

135.15 Further, as has been pointed by the Department of Pension and
Pensioners' Welfare, there is always an unfortunate possibility that acts of tcrrorism
can take place or disturbed conditions prevail in any part of the country. Central
Government employees could also be unwitting victims of such acts even if they
may not be actively engaged in the discharge of their official duties at the relevant
time. There is, thereforc, also a case for enlarging the scope and applicability of
various bencfits presently available under the three different schemes, so as to cater
to certain other unnatural situations not presently envisaged.

135.16 For determining the compensation payable for death or

disability under different circumstances, these could be broadly categorised
as follows -

Category ‘A' Death or disability due to natural causes not attributable to
government service. Examples would be chronic ailments
like heart and renal diseases, prolonged illness, accidents
while not on duty, etc.

Category 'B' Death or disability due to causes which are accepted as
attributable to or aggravated by government secvice.
Diseases contracted because of continued exposure to a
hostile work environment, subjected to extreme weather
conditions or occupational hazards resulting in death or
disability would be examples.

Category 'C' Death or disability due to accidents in the performance of
duties. Some examples are accidents while travelling on duty
in government vehicles or public transport, a journey on duty
is performed by service aircraft, mishaps at sea,
electrocution while on duty, etc.

Category ‘D' Death or disability attributable to acts of violence by
terrorists, anti-social elements, etc.,, whether in the
performance of duties or otherwise. Apart from cases of
death or injury sustained by personnel of the Central Police
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Category 'E'

135.17

Organisations while employed in aid of the civil
administration in quelling agitation, riots or revolt by
demonstrators, other public servants, including police
personnel, ctc., bomb blasts in public places or transport,
indiscriminate shooting incidents in public, ctc. would be
covered under dhis category.

Death or disability arising as a result of (a) attack by or
during action against exiremists, anti-social elements, etc.
and (b) enemy action in international war or border
skirmishes and war-like situations, including cases which are
attributable to (i) extremist acts, exploding mines, etc. while
on way to an operational area; (i) kidnapping by extremists;
and (iii) battle inoculation as part of training exercises with
live ammunition,

As a measure of rationalisation, and based on our

recommendations on Family Pensions, we recommend that compensation for
death and disability under the different circumstances enumerated above may
be regulated as follows:-

Category Benefit/Compensation recommended
I Cascs of Dcath

A) Normal Family Pension admissible under the Central Civil
Services (Pension} Rules, 1972, cqual to 30% of the basic pay of
the deceased cmployce.

B) Extraordinary Family Pension admissible under the Central Civil
Services (Extraordinary Pension) Rules, cqual to 60% of the
basic pay of the deceased employee.

) Extraordinary Family Pension admissible under the Central Civil
Services (Extraordinary Pension) Rules, cqual to 60% of the
basic pay of the deccased employee plus ex gratia of Rs.5 lakhs.

D) Family Pension admissible under the Liberalised Pensionary
Awards Scheme, cqual to the pay last drawn by the deccased
cmployee plus ex gratia of Rs.5 lakhs.

E) Farnmly Pension admissible under the Liberalised Pensionary
Awards Scheme, equal to the pay last drawn by the dececased
cmployee plus ex gratia of Rs.7.5 lakhs.

I Cascs of Disability (100%) resulting in discharge from service
A) Normal Retiring Pension and gratuity admissible for the

actual service rendered under the Central Civil Services
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(Pension) Rules, 1972 equal to 50% of the average
emoluments during the last six months.

B) Normal pension and gratuity admissible under the Central
Civil Services (Pension) Rules, 1972, without insisting on the
requirement of minimum service of ten years plus Disability
Pension equal to the normal Family Pension, i.e. 30% of the
basic pay.

G Normal Pension and gratuity admissible under the Central
Civil Services (Pension) Rules, 1972, without insisting on the
requirement of minimum service of ten years pluas Disability
Pension equal to the normal Family Pension, i.e. 30% of the
basic pay.

D) Disability pension, comprising a service element equal to the
retiring pension and gratuity to which the employee would
have been entitled to on the basis of his pay on the date of
invalidation but counting service up to the date on which he
would have retired in'the normal course and a disability
element equal in amount to normal family pension, subject to
the condition that the aggregate of the service and disability
elements shall not be less than 80% of the pay last drawn.

E) Disability pension, comprising a service element equal to the
retiring pension and gratuity to which the employee would
have been entitled to on the basis of his pay on the date of
invalidation but counting service upto the date on which he
would have retired in the normal course and a disability
element equal in amount to the pay last drawn subject to the
condition that the aggregate of the service and disability
elements shall not exceed the pay last drawn.

135.18 A graded structure of compensation has been proposed by us
keeping in view the hardships and risks involved in certain assignments, the
intensity and magnitude of the tragedy and deprivation that familics of government
cmployees experience on the demise of the bread-winner 1n different circumstances,
the expectations of the employer from the cmplovees to work in extreme
circumstances, ctc. The benefits now proposed will provide an additional
security and insurance to employees who are required to function under
trying circumstances and are exposed to different kinds of risks in the
performance of their duties and will be mutually exclusive of such other
benefits as may be admissible under other schemes, such as the Group
Insurance Scheme, General Provident Fund, etc. It is also only appropriate
that such compensation as has been now recommended should be financed
wholly by the Government without any contribution from the employees.

135.19 The benefits proposed in cases of invalidation from service relate
to 100 per cent disability. For lower percentages of disability, the benefits shall be
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proportionatcly lower as at present. We, however recommend, as a measure of
further rationalisation and simplification, that the extent of disability or
functional incapacity may be’ determined in the following manner for
purposes of computing the disability element forming part of the benefits:

Percentage of Disability as Percentage to be reckoned for
assessed by Medical Board computation of Disability Element
Less than 50 50

Between 50 and 75 75

Between 76 and 100 100

13520 We do not recommend any changes in the benefits admissible

to those employees who are disabled or incapacitated but nevertheless
continue to be retained in government service.

13521 On consideration of the other demands submitted to us, we
rccommend the following:-

a) {n consideration of the fact that family pension at a uniform rate
1s admissible to all widows in terms of the Central Civil Services
(Pension) Rules regardless of whether they have children or not,
the present distinction between widows without children and
those with children for determining the quantum of
Extraordinary Family Pension may be removed.

b) Bencefits at higher rates are presently admissible to employees
holding pensionable posts in rclation to the holders of non-
pensionable posts, who arc covered under the Contributory
Provident Fund Scheme. The Fourth CPC had recommended that
all emplovees who were in service as on January 1, 1986 and
were governed by the Contributory Provident Fund Scheme
should be deemed to have come over to the pension scheme,
unless they specifically opted to continue under the Contributory
Provident Fund Scheme.  There is also an increasing trend
towards introduction of pension schemes for their employecs even
by organisations and enterprises where the Contributory
Provident Fund Scheme 1s presently applicable. In the
circumstances, and also given the fact that there may not be many
cmployees in government who may still be governed by the
Contributory Provident Fund Scheme, the present distinction
between holders of pensionable and non-pensionable posts
may be removed and families of holders of non-pensionable
posts who die in harness may be extended the same benefits
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as have now been recommended, subject to the condition that
the employer's contribution to the Provident Fund is
surrendered to Government.

The Central Civil Services (Extraordinary Pension) Rules
presently provide that if a deceased government servant
leaves behind neither a widow nor a child, the award under
the Rules may be made to the father and mother individually
or jointly and in the absence of the father and mother to
minor brothers and sisters, individually or collectively, if they
are largely dependent on the government servant for support
and are in pecuniary need. The Extraordinary Family
Pension shall now, however, exceed half of the pension that
would have been admissible to a childless widow. On the
other hand, in terms of the Liberalised Pension Awards
Scheme, if the government servant dies as a bachelor or widower
without children, a dependant pension cqual to 75 per cent or
56.25 per cent of the pay last drawn is admissible to the parents
without reference to their pecumiary circumstances, depending on
whether both of then: arc or only one of them is alive. In order
to bring about a measure of uniformity between these two
sets of rules and orders, the Dependant Pension may be paid
at the rate of 75 per cent of the pay last drawn if both
parents are alive and at the rate of 60 per cent if only one of
them is alive.

In the context of the proposed enhancement of the rate of family
pension admissible under the Liberalised Pensionary Awards to
60 per cent of the basic pav, the present practice of payment of
a Children's Allowance in addition to the admissible family
pension to the children on the remarriage of the surviving
widow or when there is no surviving widow may be
discontinued.

We are unable to accept the demand that there should be no
restriction on grant of liberalised pensionary awards to
disabled personnel who seek voluntary retirement having
regard to the fact that thc emphasis of government is on
rchabilitation of disabled employees and providing them suitable
employment,

It has been brought to our notice that findings of medical boards

constituted to determine the extent of disability are often modified by sanctioning
authorities on the advice of non-medical functionaries. It has, therefore, been urged
that 1f there are any reservations in accepting the recommendations of medical
boards, another board should be constituted for a final determination of the extent
of disability, which should be binding. We are of the view that the findings of
medical boards on the extent of disability should be treated as final and
binding unless the employee himself seeks a review, by preferring an appeal
to an authority immediately superior to the one which constituted the board.
In case the appeal is accepted and a review medical board is constituted, the
findings of that board should be binding on all parties. Further, the extent of
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disability as determined and accepted should be treated as final and the
employee should not be required, as at present, to appear before medical
boards periodically merely for the purpose of obtaining a certificate that the
disability continues to persist to the same extent as initially assessed to enable
the continued drawal of the disability peusion.

13523 The Border Sccurity Force have suggested that the Dircctor
General of the Foree should be delegated powers to issuc sanctions under the
Liberalised Pensionary Awards in consultation with the Financial Adviser in
respect of his personnel. Now that we have rationalised the benefits admissible
under different schemes, which would be uniformly applicable to all
employees, and in order to ensure timely relief to the bereaved families and
employees who may be invalidated from service, detailed guidelines and
instructions based on our recommendations may be issued by Government
and powers to grant all kinds of pensions in terms of these instructions
delegated to the Heads of Departments and Offices to be exercised, where
necessary, in consultation with the Financial Advisers.
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130.1 The provisions in the Pension Rules permitting Central
Government ecmployces to commute a portion of their pension and receive a lump
sum amount cquivalent to the commuted valuc at the time of superannuation have
been in force for a long time, though these have been modified from time to time.
Commutation of pension enables cmployces to mect major commitments arising
at the twilight of their career, such as acquisition of a house, marriage of children,
ctc.

EXTENT OF COMMUTATION

136.2 The commuted value of pension is calculated with reference to a
commutation table based on the mortality ratcs among government pensioners and
a concessional rate of interest of 4.75 per cent per annum. The table, which has
been revised on three occasions in November 1963, November 1967 and March
1971 after the promulgation of the Liberalised Pension Rules, indicates the
commutation values for a pension of Rupce onc per annum cxpressed as the
number of vears' purchase with reference to the age of the pensioner on his next
birthday. Based on the commutation table currently in force, the commuted value
of pension receivable by an employec retiring at the normal age of 58 years is equal
to 10.46 years' purchase. The commuted value decreases as the age of the
pensioner increases. The maximum portion of the pension that can be commuted
has been revised periodically and a government servant can presently commute, in
cxchange for a lump sum payment, a fraction not exceeding one-third of the
pension, Based on the portion actually commuted, his monthly pension is
correspondingly reduced.

136.3 We have received a large number of suggestions that (a)

commutation of up to 50 per cent of one's pension may be permitted; (b) the
percentage of pension to be commuted may be related to an employce's length of
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service. those with longer vears of scrvice bemg permitied to commute a
proportionatehy higher portion of their pension; and (c) the facility of commutation
mav not be extended to those employees who retire after having rendered less than
taentyvears' service

136 4 Apart {rom cnabling cmplovees to mect their major domestic
commitments. rcturns {rom the investment of the lump sum amount received on
commutation of a portion of the pension supplement the income of those employees
who rctire on superannuation or invalid pension after having rendered lesser years
of qualifving service and arc, therefore, not entitled to full pension. In our view,
withdrawal of the facility of commutation in respect of such employces would be
a harsh mcasurc and cven a retrograde step.  Commutation has also been
traditionalty linked to the quantum of pension, which is determined with reference
to the length of qualifying scrvice rendered by an cmployee. Conscquently, the
fength of service rendered by an cmployee is already reflected in the amount of
pension to which he is entitied. In the circumstances, we are unable to accept
the suggestions that the facility of commutation should not be extended to
those employees who retire after having rendered less than tweaty years'
service and that those with longer years of service should be permitted to
commute a proportionately higher portion of their pension.

136.5 Prior to April 1950, thc maximum pecnsion that could be
commuted by a civilian Central Government employee was 50 per cent. This was
reduced to onc-third of the pension with effect from April 17, 1950 {ollowing the
incorporation of provisions in the Liberalised Pension Rules for the payment of
Dcath-cum-Retirement Gratuity. We have been informed by the Department of
Pension and Pensioners' Welfare that Government had also received
representations from time to time for raising the ceiling on commutation to 50 per
cent, and that no changes in the existing scheme of commutation were
contemplated at present. Considering the present trends of late marnages and the
fact that opportunitics are presently available for entry into government service at
a comparatively higher age than was the position carlier, major responsibulitics
remain to be discharged cven after retirement in many casces. Even at present,

- Officers and Personnel Below Officers Ranks in the Armed Forces are permitted

to commutc up to 43 per cent and 45 per cent of their pension respectively. Judges
of the Supreme Court and High Courts have also been provided the facility to
commute up to 50 per cent of their pension. In the circumstances, and also having
regard to the fact that the ceiling on commutation has remained unchanged for

ncarly five decades now, therc is, unarguably, a casc for a review of the present
provisions in this regard.

136.6 We are, however, not in favour of increasing the ceiling to 50 per
cent, as suggested. Apart from the fact that the pensionary benefits of Central
Government cmplovees, including the commuted value of their pension, would
increase substantially on acceptance of our recommendations on revised scales of
pay, it would also be necessary to ensure that retired government servants receive
a rcgular and reasonable amount as pension for their sustenance. This would be
particularly essential in the context of the break-up of the joint family system, the
trend towards dispersal of famulics and the disquicting changes in social mores and
attitudes. After taking all relevant factors into account, we recommend that

civilian employees in Central Government may be permitted to commute up
to 40 per cent of their pension.
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RESTORATION

136.7 Till April 1985, the reduction 1n the monthly pension on account
of commutation was a lifctime commitment and a pensioner was entitled to draw
only the reduced pension during his cntire retired life. In 1983, writ petitions (nos.
3958-61 of 1983) werc filed in the Supremc Court by "Common Causc", a
registered socicty espousing issucs of public interest, and three retired government
scrvants praving, inter alia, for issuc of a dircction that an appropriatc scheme
rationalising the provisions relating to commutation to facilitate the restoration of
the commuted value of pension after the commutation amount paid in lump sum,
along with the interest clement was fully adjusted by that portion of pension which
was not drawn monthly, be brought into force. In pursuance of the judgement
{December 1986) of the Supreme Court on these writ petitions, orders werce issued,
to be effective from April 1, 1985, providing for the restoration of that portion of
pension commuted by civilian and defence pensioners after a period of 15 years.
The decision was based, inter alia, on the consideration that scveral State
Governments had amended the rules relating to commutation to enable restoration,
after a similar period of 15 years, the full pension of those who had commuted a
part of their pension. It has been represented to us by a large section of employees
that the full pension should instead be restored after a period of ten to twelve vears.
Other suggestions are that the commuted portion of pension should be restored (a)
after a shorter period of seven years as recommended by the Fourth CPC, (b)
progressively in three equated instalments after the lapse of 5, 10 and 15 vears;
and (c) on the pensioner attaining the average age of survival assumed in the
computations and not after the entirc lump sum amount paid as the commuted
valuc along with interest thercon is fully rccovered, as at present.

136.8 We find that the Fourth CPC had not specifically recommended
the restoration of the commuted portion after seven years. It had only suggested
that government may examine the feasibility of introducing a scheme which would
cnablec restoration after a short period of seven years or so, both for civilian and
defence pensioners. We have been informed by the Department of Pension and
Pensioners’ Welfare that, in pursuance of this recommendation, two commutation
plans, providing for restoration after 7 years and 14 years, were proposed to be
offered to the emplovees. The scheme is stated to have been shelved and a decision
taken to maintain the status quo because application of the revised commutation
factors resulted in a loss to the civilian personnel other than those in Group "D’ as
well as the defence personnel, this being more pronounced and of the order of 2 to
28 per cent in the case of Defence Officers and of 12 to 40 per cent in respect of
Personnel Below officers' Ranks.

136.9 We are also unable to accept the suggestions that the commuted
portion of the pension should be progressively restored in three equated instalments
sprcad over 15 years or on a pensioner attaining the average age of survival
assumed in the computations because it would be contrary to the basic-principles
governing the scheme of commutation. Apart from the fact that the commuted
value s not fully adjusted in five or ten years, it would be incorrect, in our view, to
restorc the commuted portion without taking into account the element of interest,
which, in any case, is levied only at the concessional ratc of 4.75 per cent per
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annum The following obscrvation of the Supreme Court in the Common Causc
case would also be of relevance m this context:

" dealing with a matter of this naturc, 1t 1s not appropriate
to be guided by the example of Iife insurance. cqually unjust it
would be to adopt the interest basts. On the other hand. the
conclusion should be cvolved by relating it to the “vears of
purchasc' basis and an addition of two ycars necessary for the
rccoveny of terest”,

136.10 As mentioned carlicr, the commuted value of pension reccivable
currently by an cmplovee retiring at the normal age of 58 years 1s cqual to 10.46
vears' purchasc. We have, however, separately recommended that the age of
supcrannuation-be raised from 58 to 60 vears. Conscquently, the commutation
value i respect of employecs superannuating at the age of 60 years and commuting
a portion of pension within a period of onc ycar would be equal to 9.81 years'
purchasc. Aficr adding thereto a further period of two years for recovery of interest
in terms of the observations of the Supreme Court, it would be reasonable to
restore the commuted portion of the pension after 12 years, instead of 15
years as at present. We recommend accordingly. In arriving at this decision.
we have also taken note of the fact that scveral Statc Governments, such as Kerala,
Madhya Pradesh, Orissa and Punjab, now permit restoration after a similar period
of 12 years.

136.11 A related issue 1s whether the period on expiry of which the
commuted portion should be restored 1s to be reckoned from the date (a) of
retirement in terms of the judgement of the Supreme Court, (b) of submission of
the application, or (¢) from which the commutation commences after processing the
application. It has been submitted that it would be more appropriate to reckon the
period from the date of submission of the application because the commutation
becomes absolute and the pensioner becomes entitled to receive the commuted
valuc as soon as this is done. Yet another suggestion received by us i1s that,
because the payment of commuted valuc is delayed on account of administrative
reasons, the commuted amount payable for the period of such delay should be
deducted from the lump sum amount due to the pensioner, and the full pension
restored on expiry of the prescribed period reckoned from the date of retirement.

136.12 We have carcfully considercd these suggestions. The decision of
the Supreme Court that the commuted portion should be restored 15 years after the
date of retirement was based on the assumption that commutation is applied for at
the time of retirement itself and not subscquently. Apart from the fact that
commutation can be applied for any time after onc's retircment, a pensioner
continues to draw the full pension till such time as the commuted valuc is disbursed
to him and the reduction in pension commences only on payment thercof. In the
circumstances, it is but logical that, when the commutation itself is applied for only
subsequent to retirement, the period for restoration should be reckoned from actual
date of commutation and not from the date of retirement.  Besides since the
commutation value is computed with reference to the age of the pensioner on his
next birthday, the commutation factor remains constant for a ycar and changes only
after the birth anniversary. In the context of our general cmphasis on simplifying
and rationalising procedurcs, we are also unable to accept the suggestion that the
commuted amount payable for the period of any administrative delays should be

S 1822



Revison of
Commutation

Table

Qur

rq;cnmmenda!ions

deducted from the lump sum amount duc to the pensioner and the full pension
restored on expiry of the preseribed period reckoned from the date of retirement
Having regard to all relevant factors, we recommend that the commuted
portion of pension should be restored after a period of 12 years reckoned
from the actual date of commutation. We would, however, urge Government
to ensure that the commuted value is disbursed promptly to the pensioners,
and in any case not later than 90 days from the date of submission of the
necessary application.

COMMUTATION TABLE

136.13 The commutation table having been last revised more than two
decades ago in March 1971, it has been represented that it should be reviewed and
revised, taking into account factors such as incrcasc in longevity, improvements in
pay structure, risc in consumer price index and devaluation of the rupee. It has also
been suggested that the table should be revised to cnable payment of the commuted
value at twice the present number of vears of purchase without levying any notional
interest on the commuted vaiuc. While improvements in the pay structure
suggested by us, inter alia, take into account the changes in the consumer price
index during the period intervening between two pay revisions, their impact would
in any case be reflected in the commuted value payable with reference to the revised
scalcs of pay suggested by us. The suggestion that the commuted valuc should be
paid at twice the number of ycars of purchase, waiving the interest element, would
not also appear to be logical. The rate of interest assumed for the purpose 1s also
substantially lower than the rate of interest of 12 per cent paid by Government on
employces' subscriptions to the Provident Fund and that paid on its own
borrowings.

136.14 we have been informed by the Department of Pension and
Pensioners' Welfare that the question of revision of the current commutation table
was considered on three occasions in the years 1975, 1978 and 1982. The reviews
then undertaken revealed that whercas there had been little improvement in the
mortality rates, the rates of interest had increased significantly and the former was
found to be not adequate enough to compensate for the latter. According to the
Department, revision of the commutation table would consequently have resulted
in a net reduction in the commutation value, which would have put pensioncrs to
loss. The Department has further informed us that determination of the commuted
value with reference to variable multiplier factors had ceased to be relevant after
the Supreme Court judgement providing for restoration of the commuted portion
after 15 vears and because of the commutation factors were no longer linked to the
prevailing interest rates. They have therefore, suggested adoption of a common
multiplier of 10 or 12 for all civilian Central Government employecs irrespective
of their age at the time of submission of the application for commutation and
exclusion of members of the Armed Forces from this dispensation.

136.15 On careful consideration, we are unable to accept the suggestion

_because it is not based on any actuarial studics and can best be considered to be an

ad hoc solution. Besides, the exclusion of the Armed Forces personnel, as
proposed, would be contrary to the views cxpressed by the Apex Court in the
Common Cause casc that the same benefits as were applicable to the civilian
pensioners should also be extended to the members of the Armed Forces. As we
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have pointed out carlicr in the chapter on "Central Government Employces’ Group
Insurancc Scheme", based on various studics and such statistics ol hfe expectancy

-and mortality as arc availablc as well as the improvements in health delivery

svstems, it would not be unrcasonable for us to assume that life expectancy would
have improved further during the Eightics and carly Nincties, with a corresponding
decline v mortality rate. The question of revision of the commutation table
having been last considered as early as 1982, there would appear to be a case
for a detailed review of the mortality rates with a view to devising a
commutation scheme based on current data, which would be more
representative and closer to ground realities. Till such time as this is done,
we would recommend that the status quo may be maintained.

FAMILY PENSION

136.16 It has also been urged that commutation of family pension should
be permitted: We feel that a clear distinction ought to be made between pension
and family pension. Pension is considered to be a property and deferred wage, and
the basic concept of the commutation scheme is that the amount paid as lump sum
should be rccovered over a period of time by a reduction in the monthly pension.
On the other hand, family pension 1s cssentially a social security scheme devised
by govermment for the welfare of the familics of deccased government servants and
pensioners. The right to receive family pension also passes from the spouse to the
children, all of whom have an interest in the family pension. We do not,
therefore, recommend commutation of family pension.
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INTRODUCTION

137.1 We are required to examine the existing pension structure for
pensioners including death-cum-rctirement benefits.  Though the words "past
penstoners” have not been mentioned in para 2(c) of our Terms of Reference, yet
we have included them in the scope of our enquiry because we are of the opinion:
that pensioners both past and future arc a homogencous class. This view has also
been held by the Supreme Court in its judgement dated 17.12.1982 in the case of
D.S. Nakara and others versus Union of India. The death-cum-retirement benefits
for civilian employees have been considered by the previous four CPCs. For the
personnel of the armed forcees, these benefits were considered for the first ime by
the Third CPC, followed by the Fourth CPC.

POPULATION OF PENSIONERS

137.2 According to the information contained in the brochure of the
Central Pension Accounting Office entitled "CPAQO Highlights 1994-95", therce
were 32.33 lakh pensioners, including family pensioners, as on April 1,1995, of
which 16.66 lakhs were defence pensioners. The number of family pensioners in
the vear 1993-94 as inuimated by the Department of Pension and Pensioners'
Welfare was estimated to be 4.5 Lakhs (both civil and defence). The
Ministry/Department-wisc break-up of pensioners for the period 1990-91 to
1994-95 1s given in the following Table.
Department-wise Distribution of Pensioners
(including Family Pensioners)
_ (Number in Lakhs)

Ministry/
Department  1990-91  1991-92  1992-93  1993-94  1994-95

Defence 15.74 15.85 16.00 16.13 16.66
(including the
armed forces)
Railways 06.86 07.26 08.19 08.63 09.00
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Department-wise Distribution of Pensioners
(including Family Pensioners)
(Number in Lakhs)

Postal 0151 01.58 01.65 0172 02.09
Tclecom 0043 0047 0051 00.58  00.66
Other Civil 0279 03.06 0337 03.64 0392
Departments*

Total 27.33 28.22 29.72 30.70 32.33
*

Includes Freedom Fighters numbering 1.62 Lakhs (approximately) upto
the year 1994-95.

1373 Slab-wisc break-up of thosc civil pensioners who retired during
the financial years 1993-94 and 1994-95 is given in the following Table.

Slabwise Distribution of Pensioners (including
Family Pensioners) who retired during the
financial years 1993-94 and 1994-95

Basic pension Superannuation pension Family pension
1993-94 1994-95 1993-94  1994-95
Upto Rs 500 5374 3976 1,562 1705
501-1,000 9,763 9,477 2,051 2456
1,001-1,500 4,502 4,558 350 336
1,501-2,000 2,332 2,207 12 21
2.001-2,500 792 808 5 7
2,501-3.500 298 353 - -
3,501-4,500 117 122 - -
Total 23,178 21,501 3,980 4525
PENSION EXPENDITURE
137.4 The expenditure on pensions has been increasing over the vears.

The details of Central Government pension expenditure as per appropriation
accounts and as contained in the brochure of Central Pension Accounting Office
"CPAO Highlights 1994-95" for the period 1990-91 to 1995-96 are as under.



Nakara case

Department-wise Break-up of Expenditure on all
Pensioners, 1990-1996.
Ministry/  1990-91 1991-92  1992-93  1993-94 1994-95  1995-96
Department (RE)
(Expenditure in crores of Rupeces)

Defence  1.670.12 1.840.07 231277  2,530.76  2.730.83 3.200.00
Railways ~ 902.10 105071 126096 148785  1.686.00 209000
Civil # 533.70 66297 785 24 908.42 103777 110865
Postal 150.27 18223 203.59 22743 25341 31384
Telecom 60.46 72.27 85.66 105.02 15627 19944
Total 3,316.65 3,808.25 4,648.22 525948 5864.28 6911.93
# Includes Rs.103.86 crores towards pension to Freedom Fighters
LANDMARKS IN DEVELOPMENT
137.5 The general practice in the past was to give the benefit of

improvements in pension structure from a prospective date. 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 came
up for consideration before the Supreme Court. The Apex Court i its judgement
dated 17.12 1982 1n the case of D.S. Nakara versus Union of India (AIR 1983, SC
130) held that all Central Government pensioners were entitled to pension w.c.f.
1.4.1979 as computed under the slab system, irrespective of the date of their
rctircment. This was the first time that the benefit of improvements in the
pension structure was extended to pensioners who had retired prior to the
date from which improvements became effective. The following improvements
in pensionary benefits were extended to past pensioners in terms of Nakara
Judgement: -

(a) Application of slab system for calculation of pension;

(b) Calculation of average emoluments over the preceding ten months instcad
of thirty six months;

© Benefit of qualifying scrvice up to 33 years instead of 30 vears;
(d) Raising the ceiling on pension to Rs.1,500 per mensem;
(c) Extension of benefit of minimum pension.
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RECOMMENDATIONS OF FOURTH PAY COMMISSION

1376 On the recommendations of Fourth Pav Comnussion, the benefit
of the following improvements in pensionany benefits was also extended to all
eNISling pensioners

1) Additional rehef ranging between 10% and 153% of the amount of pension
plus graded rehict 1o those in receipt of pension upto Rs.500 per mensem,

) Stepping up of graded relicf to about 75% of pensioners in receipt of
pension above Rs 500 per mensem without any ceiling,

m) Difference between amount of pension calculated at 50% of average
cmoluments and the slab sysiem;

) Consolidation of pension by merging basic pension, graded relicf.
additional rchief and difference between pension calculated at 50% and
slab svsteim and treating the consolidated amount of pension as the basis
for the grant of relicf in future;,

v) Extension of benefit of minimum pension.

Vi) Pavment of Deamcss Rehief at the same rates as admissiblc to serving
cmployces after index average 608.

CONCEPT OF PARITY IN PENSION/EQUALISATION OF
PENSION/ONE RANK ONE PENSION

1377 The concept of panty, which 1s also known by the term
Equahsation of Pension, means that past pensioners should get the same amount
of pension which their counterparts retiring on or after 1.1.1996 from the same
post will get urrespective of the date of retiretent or the cmoluments drawn at the
umc of retircment of the past pensioncrs. The concept of parity in pension pre-
supposcs the existence of a uiversally acceptable systcni by which comparison can
be drawn between past and current retirecs.  The only possible manner in which
thus can be made possible is by introducing the system of Rank Pension or onc
pension for onc grade. At present the system of Rank Pension is 1in voguc only for
personncl below officer rank 1n the armed forces. Under this system, if the person
has held the rank, from which he retires for ten months or more, his pension is
calculated with reference 1o emoluments at the maximum of the scalc of pay
attached to the rank irrespective of the actual pay drawn by him. If he has not held
the said rank for the minimum period of tcn months, his pension is computed with
reference to maximum pay of the next lower rank which he held for ten months.

137 8 The demand for One Rank Onc Pension for the Ex-Servicemen
was considered by the high-level empowered Committee under the Chairmanship
of Defence Minister. with which some Members of Parliament and retired armed
forces officers were also associated. The Committee did not recommend
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acceptance of the demand of One-Rank-One-Pension.  However. on s
rccommendations, the Government sanctioned Jnc Tume Increase in pension to
pre-1 [ 1986 ex-servicemen

REASONS FOR DISPARITY IN PENSIONS

1379 Apart from making ad hoc improvements in pensionary benefits,
there has also been a practice of merging the full dearness allowance or a part
thereof in the pay. for working out the reckonable cmoluments for computation of
pension. The merger of DA has been done from time to time sincc the pay scalces
rccommended by the First Pay Commission camg into force. Government servants
who fetire after revision of pay scales get more pensionary benefits This 1s duc to
the rcason that revised pay scales arc higher than the pre-revised scalcs on account
of merger of DA in pay and also other benefits in fixation of pay in the reviscd
scalcs of pav. The other reasons responsible for disparity in pensions arc:

1 Lack of a regular scheme of DA to scrving cmployces or DR to pensioners
priorto 1.1.1973. They werc grantcd DA/DR on ad hoc basis from time
to time and these were also confined to low-paid cmplovees/pensioners
only.

1) Latent anomalies created by the scheme of D.A. itself introduced on the
recommendations of Third Pay Commjssion.

m) Lack of corclation bctween DA to serving cmployces and DR to
pensioncrs.
) Grant of Interim Relief to scrving employees at various points and these

were counted as emoluments for pension.

v) Grant of DR on additional pension which became admissible on the
merger of DA at index averages 272, 320 and 568, resulting in over
compensation against risc in the cost of living.

PRESENT POSITION

37.10 Mainly becausc of thc reasons mentioned in the preceding
paragraph, past pensioncrs are in rcccipt of varving amounts of pension though
they had retired from broadly comparable posts vith the same length of qualifving
service. The difference in the amount of basic pension alone between pre-
1.1.1986 and post 111986 retirees up to the level of Director works out to
Rs.500 and more, whereas in respect of officer's of the rank of Joint Secretary
and above, the difference ranges between Rs.850 and Rs.1240. If the deamess
retic{ and interim relicfs are added to the basic pension, the difference would range
between miore than two-and-a-half times and more than two times of the above
amounts respectively, because of varying percentages of neutralisation.

137.11 All the pensioners' associations and unions of cmployecs which
appeared before us to tender oral evidence made a forceful plea to grant absolute
panty in pensions of past and future retirees on the ground that such a principle had
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alrcady been conceded n the casc of Judges of Supreme Court, High Courts.
Comptrollcr and Auditor General of Indsa and to a great extent mn respect of

personnel of armed forces up 1o certamn levels by the grant of One Time Increasc
(OThH

13712 We have given our most syaipathctic consideration to the
subnussions made and also taken note of the fact that at the time of grant of OVl
pension of all the pre-1973 defence pensioners was brought up to the level of
post-1.1 1973 retirees.  In the casc of Scpoy pensioncers. pension of pre-1986
rctirces was stepped up to 95% differential with reference to pension of
post-1.1.1986 retirecs. In the casc of the other personnel below officer rank, their
pension was stepped up with reference to the pension admissibic on 1 1 1986 but
with a shght reduction in a graded manner by Rs. 10 per month if the length of
scrvice was 15 years and by an additional Rs.2 p.m. for cvery additional year of
scrvice up to 24 years of service. 1t is thus clear that the principle of ncar parity in
pension has already been accepted between pre and post-1986 retizees for ranks up
to N/Subcdar with 24 vears of scrvice. but pension of officers has been depressed
considerablv. There is complcte panty in pension among Judges of the Supreme
Court. High Court and Comptroller and Auditor Gencral of India, irrespective of
the datc of their retirement.

13713 While it is desirable to grant complete parity in pension to all past
pensioners irrespective of the date of their retircment, this may not be feasible
straightaway as the financial implications would be considerable. The process of
bridging thc gap in pension of past pensioners has alrcady been sct in motion by
the Fourth CPC when past pensioncrs were granted additional relief in addition to
consohidation of their pension. This process of attainment of rcasonablc panity
nceds to be continued so as to achicve complcte panty over a period of time.

137.14 As a follow up of our basic objective of parity, we would
recommend that the pension of all the pre-1986 retirees may be updated by
notional fixation of their pay as on 1.1.1986 by adopting the same formula as
for the serving employees. This step would bring all the past pensioners to
a common platform or on to the Fourth CPC pay scales as on 1.1.1986.
Thereafter, ail the pensioners who have been brought on to the Fourth CPC
pay scales by notional fixation of their pay and those who have retired on or
after 1.1.1986 can be treated alike in regard to consolidation of their pension
as on 1.1.1996 by allowing the same fitment weightage as may be allowed to
the serving employees. However, the consolidated pension shall be not less
than 50% of the minimum pay of the post, as revised by Fifth CPC, held by
the pensioner at the time of retirement. This consolidated amount of pension
should be the basis for grant of dearness relief in future. The additions to
pension as a result of our recommendations in this chapter shall not. however,
qualify for any additional commutation for existing pensioners.

137.15 While the work rclating to revision of pension of pre 111986
rctirces by notional fixation of their pay shall have to be undertaken by the pension
sanctioning authorities to be completed in a time-bound manncr, we suggest that
the pensioners should be provided some relief immediately on implementation
of our recommendations. The pension disbursing authorities may be
authorised to consolidate the pension by adding (a) basic pension; (b)
personal pension, wherever admissible; (c) dearness relief as on L1.1996 on
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basic pension only; (d) Interim Relief (I and 11) and () 20% of basic pension.
The consolidated pension shall be not less than 50% of the minimum pay, as
revised by the Fifth CPC, of the post held by the pensioner at the time of
retirement. This may be stepped up by the pension disbursing authorities,
wherever feasible, to the level of 50% of the minimum pay of the post held by
the pensioner at the time of retirement.

13716 There may be cascs whicre it may not be possible for the pension
sanctioning authoritics to fix the pay of the very old retirces notionally becausc of
non-avatlability of rccords duc to such records having been weeded out or other
adnunistrative problems  In such cascs the pension may be revised with reference
to thc mimimum pay of the post held by the pensioner, as revised by the
Govermment on our rccommendations.

ONE-RANK-ONE-PENSION

137 17 It has been suggested that the principle of onc-rank-onc-pension,
irrcspective of the date of retrement, should be implemented in respect of all
Central Government cmployees.

137.18 We have considered the suggestion and find that the system of
rank pension 1s in vogue only for personncl below officer rank in the armed forces.
We have also noticed that the concept of one-rank-one-pension is being used by the
dcfence pensioners as a slogan for bringing about parity in pensions of past and
futurc retirces. In the case of civilian pensioncrs, the concept of rank is not very
well defined, as there has been a large number of pay scales and hence
designations. Moreover. pension of civilian employees has always been a function
of emoluments drawn and qualifving scrvice rendered at the time of retirement. As
such grant of one pension for all those who rctired in a particular pav scale is not
considered justified. We do not find any merit in the suggestion and
recommend continuance of the existing procedure of determining pension on
the basis of emoluments and qualifying service.

REVISION OF PENSION WITH REFERENCE TO
MINIMUM/MAXIMUM OF THE REVISED PAY SCALES

137.19 Some of the pensioners' associations have suggested that pension
of past retirecs should be revised with reference to the maximum pay of the post
held by the pensioncr at the time of retirement, as revised by the Fifth CPC on the
ground that pension of personnel below officers rank is determined with reference
to the maximum pay of rank held by them for a minimum period of ten months
before retirement. Some other association has suggested revision of pension of
past pensioncrs by following the same formula as applicd for revision of pay of the
scrving employees subject to the condition that the pension should not be less than
that admissible on the minimum pay of the post. as revised by Fifth CPC, held by
the pensioner at the time of retirement.

13720 We have given our careful consideration to the suggestions. While

we do not find any merit in the suggestion to revise the pension of past retirecs with
rcference to maximum pay of the post held at the time of retircment, as revised by
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the Fifth CPC. there is foree in the argument that the revised pension should be not
less than that adnussible on the muimum pay of the post held by the retiree at the
timc of rcurcment, as reviscd by the Fifth CPC We have no hesitation in
conceding the argument advanced by pensioners that they should receive a
pension at least based on the minimum pay of the post as revised by Fifth Pay
Commission in the same way as an employee normally gets the minimum
revisced pay of the post he holds. We recommend acceptance of this principle
which is based on reasonable considerations.

137.21 The Commission has decided to cnunciate a principle for the
{uturc revision of pensions to the cffcct that complete parity should normally be
conceded up to the date of last pay revision and modified parity (with pension
cquated at lcast to the minimum of the revised pay scale) be accepted at the
time of each fresh pay revision This guiding principlc which we have accepted
would assurc that past pensioncrs will obtain complete parity between the pre-'86
and post-'86 penstoncrs but there will be only a modificd parity between the pre-'96
and post-'96 pensioners.  The enunciation of the principle would imply that at the
time of the next pay revision, say, in the ycar 2006, complete parity should be
given to past pensioncrs as between pre-1996 and post-1996 and modified panity
be given between the pre-2006 and post-2006 pensioners.

|
RETROSPECTIVE EFFECT TO THE PRINCIPLE FOR REMOVAL
OF DISPARITY IN PENSION OF PRE-1986 AND POST-1986
PENSIONERS/FAMILY PENSIONERS

137.22 The All india Central Scrvices Pensioners' Association,
Thiruvananthapuram has requested the Commussion for giving retrospective effect
to the formula which mayv be reccommended by us for removal of dispanty in
pension/family pension of pre-1986 and post-1986 pensioncers/family pensioners.
The Association has also rcquested that pension/family pension of past
pensioners/family: pensioners may be revised in such a way that it is not less than
the pension/family pension based on the minimum pay of the post held by the
penstoner. as revised by the Fifth CPC.

137.23 We have considered the prayers made by the Association and
taken note of the obscrvations of the Supreme Court made in its order dated 19.9.95
in Writ Petition No 1026 of 1988. The Apex Court dirccted the Association to
represent before the Government, in case the recommendations of the Commission
werc in favour of the Association, for making thosc recommendations applicable
with rcasonable retrospectuvity. The Apex Court said so because the Writ Petitions
were pending in the Court for the last about onc decadc.

137.24 The Commussion would invite the attention of the Government to
its Demi-ofTicial communication No.50/4/94-PC(Coord) dated 17.1.1996 addresscd
to all the Sccretaries and Heads of Departments clarifying that the Fifth CPC had
no ntention of re-opening past cases or in making any recommendation with
respect to rectification of anomalics with retrospective cffect and that all our
rccommendations will have prospective cffect from our recommended date only.
The Administrative Ministries were requested to scttle the past cases at their level
and clanfy' to the concemned judicial authoritics the restriction on the scope of
Junisdiction of the Commission whencver such matters came up for hearing. In this
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view of thc matter. it would not be desirable for us to make any
recommendation for giving retrospective cffect to the formula for removal of
disparity in pension/family pension of pre-1986 pensioners/family pensioners
now recommended by us This aspect of the matter may be decided by the
Government

137 25 As for the other part of the praver made by the Association. we
have alrcady madc in this Chapter a suitablc reccommendation that the revised
pension/family pension shall be not less than that admissible on the mimimum pay
of the post held by the pensioner at the time of rétirement or death, as the casc may
be. as revised by the Government on our recommendations.

MINIMUM PENSION

137.26 Wc have not been abic to obtam the basis for fixing the mimimum
pension from time to time. The minimum penston fixed frem time to time was as
under:

Date of effect Rupees per mensem

January 1, 1964 25

March 1, 1970 40

March 1, 1980 60

April 1, 1982 Pension plus relicf to be
not less than Rs. 150.

Apnl 1, 1983 Pension plus relief 1o be
not less than Rs.160.

January 1, 1986 375

The benefit of minimum pension fixed from March 1, 1970 and onwards was
extended to past pensioners also.

137 27 As on 1.1.1996, the minimum pension plus Dcamess Rchef plus
Interim Reliefs I and 11 works out to Rs.1030. We are of the view that minimum
pension necds to be raised. We have scparately recommended the minimum salary
of Rs.2,440 for the lowest post in the Government. We feel that 50% of minimum
salary would be a rcasonable amount to be fixed as minimum pension. We
accordingly recommend that wherever the existing pension together with
dearness relief admissible at index average 1510, first two interim reliefs and
the fitment weightage recommended by us works out to less than Rs.1,220, the
same should be raised to Rs.1,220 per merisem. This minimum shall also
apply to future pensioners.

BENIFITS TO EMPLOYEES NOT GOVERNED BY PENSION
SCHEME

137.28 With the exception of a few specified categories of cmployees in
certain departments, Central Government employees arc, by and large, governed
by the Pension Schemec. Persons appointed on contract for specificd periods,
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superannuated cmplovees who are reemploved i government, and some of the
personncl n saientific and techmeal orgamsations who cntered service at a
comparatively advanced age were carlier entitled nstead to the benefits of the
Contributonn Provident Fund (CPF) Scheme  In pursuance, however, ol the
reccommendations of the Fourth CPC, all CPF bencficiaries sull in scryvice on
Januan: 1.1986 were decuied to have come over to the Pension Scheme on that date
unlcss they spectfically exerciscd an option to continue to be governed only by the
provisions of the CPF Scheme

13729 Prior 1o November 16, 1957, Railway cmiplovecs werc also not
covered by the Pension Schen ¢ but by the State Rarlways Provident Fund (SRPF)
Scheme, sinular in scope and content to the CPF Scheme. Following the extension
of the Pension Scheme applicable to other Central Government cmployceces to them
with cffect from November 16, 1937, only such of those cmployees as did not opt
to switch over to the Pension Scheme continued to be covered by the SRPF
Scheme

137.30 The present position, therefore, is that the large majority of
Central Government employecs arc governcd only by the provisions of the Central
Civil Services (Pension) Rules. 1972, Apart from thosc who supcrannuated prior
to January 1. 1986 and opted to continuc to be governed cather by the CPF Scheme
or thc SRPF Schemc, the provistons of these schemes are now applicable only to
thosc appointed on contract for specified periods, superannuated employcees who
arc rcemployved 1in government, and thosc employcecs in regular service as on

Januany 1. 1986 who had spcctfically opted to continuc under the contributory
scheme

137 31 The Pension Scheme has been periodically liberalised conferring
additional benefits on Central Government pensioncrs.  Those covered by the
contributory provident fund schemes. however, arc entitled to reccive from
Govemment at the time of their superannuation only the matching contribution of
8 33 per cent along with interest at the applicable rate, which has progressively
nercased from 7 per cent in 1974 to 12 per cent during 1985-86 Dearness Relief
sanctioncd to peusioncers from time to time 1s also not extended to them. It has,
therefore. been a long-standing demand of the CPF/SRPF beneficiaries that the
benefits which had accrued to the pensioners as a result of the periodical
hbcralisation of the Pension Scheme should also be appropriately extended to them.

137 32 The Fourth CPC had cons:idered this question in some detail and
had obscrved that since the pension and contributory provident fund schemes were
structurally-different. cquahity of benefits Gnder the two schemes was not feasible.
Recogising. however. that the CPF/SRPF beneficiarics who had superannuatcd
on comparatively lower scales of pay descrved some relicf, the Commission had
rccommended, inter ahia, that (a) all CPF/SRPF bencficiaries who had retired prior
to March 31, 1985 on a basic pay of up to Rs. 500 per month may be paid an ex
gratia of Rs.300 per month, which would be in addition to the benefits alrcady
received by them under the contributory scheme, and of Rs. 150 per month to the
widows and dependant children of deccased beneficiarics, (b) the ex gratia amount
may be reviewed as and when deamess relief is sanctioned to pensioners; (c) those
who opted 1o continue to be governed by the contributory scheme even after
January 1. 1986, should not be cligible on their supcrannuation to the cx gratia
pavment rccommended for the rctired CPF/SRPF beneficiarics; and (d)
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Govemment may consider the feasibility of giving an option to all other CPF/SRPF
beneficiancs to come over 10 the Pension Schemie with cffect from January 1, 1986,
subject to their refunding the entirc Government contribution received by them at
the tnic of supcrannuation. wnclusive of interest therecon. Government., however,
accepted only the reccommendation in regard to payment of cx gratia of Rs. 150 per
month to the widows and dependant children of deccased beneficiarics.

13733 Wc have received a very large number of representations from
mdividuals (particularly Railway ecmployces), the All India Retired Railwaymen's
Federation, the All India Retired Railwaymen (PF Terms) Association and a host
of other associations urging that thc rccommendation of the Fourth CPC on
pavment of ex gratia to the surviving CPF/SRPF beneficiarics should be
implemented retrospectively with cffect from January 1, 1986 and that its quantum
should also be increased so as (o be cqual to the minimum pension. Other demands
arc that the cx gratia amount admissible to the widows and dependent children of
dcccased employees should be enhanced and CPE/SRPF beneficiarics should be
given another option to switch over to the Pension Scheme on their refunding the
contribution made by Government. Somc beneficiarics have also suggested that
the fresh option should be cxtended without insisting upon the rcfund of the
Government contribution but subject to adjustment of the ex gratia that should
have been paid to them with cffect from January 1, 1986 in tcrms of the
rccommendation of the Fourth CPC.

13734 | We have been informed by the Department of Pension and
Pensioners' Welfare that the reccommendations of the Fourth CPC rclating to the
payment of ex gratia to the surviving CPF/SRPF beneficiaries and extension of a
fresh option to them to switch over to the pension scheme were not accepted by
Government. mainly in consideration of the additional financial burden that this
would cntail and the likcly repercussions in other sectors which had adopted the
CPF Scheme.

137.35 In 1986 and 1989. a batch of writ pctitions and a special leave
petition had also been filed in the Supreme Court by the All India Retired
Railwaymen (PF Terms) Association and a number of other individuals praying for
rchef on this account. In their submissions, the petitioners had largely relied upon
decision of the court in the Nakara Casc on treatment of past and futurc pensioners
alike, whenever the pensionary benefits were liberalised leading to the pension
structurc itsclf being altered. Dismissing this analogous cluster of petitions, in its
judgement of July 1990 {(1990) 4 SCC 207}, the Supreme Court had held inter
alia that those who did not opt for the Pension Scheme had ample opportunity to
choosc between this scheme and the SRPF scheme and that the cut-off dates
prescribed from time to time for exercising an option were not arbitrarily chosen
but had a nexus with the purpose for which the option was given. The Court had
observed that those who retired on a pension alone were treated as a homogencous
class in the Nakara casc, and it was never held that those who were governed by the
Contributory Provident Fund scheme also formed a homogeneous class along with
those governed by the Pension Scheme.

137 36 According to the Apex Court, the government's legal obligation
under the Railway Contributory Provident Fund ended on the retircment of an
cmployee, whereas it began on retirement under the Pension Scheme. The rules
governing the Provident Fund Scheme being entirely different from thosc goveming
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the Pension Scheme. the legal pasition enunciated by the Court was that the nghts
of cach mdividual emplovee governed by the former finally crystalliscd on his
retirerent whercafler no continuing obligation remained while. on the other hand.
the obhigation contimued tll the death of cmployces governed by the latter The
Court had. therefore. held that it would not be reasonablc to argue that what was
applicable to thosc covered by the Penston Scheme must also be equally apphicable
to thosc governed by the Provident Funds Scheme and that to say fegally that the
Statc's obhgation towards employees governed by the CPF Scheme is the same as
that towards thosc who rcured on 2 pension would amount to legislation by
cnlarging the circumference of the obligation and converting a moral obligation into
a lcgal onc  Refernng to the view of the Fourth CPC in rccommending only e
gratia benefits 1o the CPF/SRPF beneficiarics was that the pension and provident
fund schemes were structurally different. the Apex Court had, however, observed
that the ex gratia may be suitably increascd

137.37 According 10 the information made available to us by the Ministry
of Railways. a proposal initiated by them in 1992 for the grant of cx gratia pension
10 the prc-1986G SRPF benceficiarics on a graded scale ranging from Rs 375 to
Rs 750 per month had been under consideration since then in consultation with the
Department of Pension and Pensioners’ Welfare and the Department of Expenditure
and a dccision had been taken recently by the Prime Mimister that our
rccommendations on this question should be awaited. We have also been informed
that. apart from the option given to them in 1957 to switch over to the Pension
Scheme. the SRPF bencficiaries were cxtended similar options whenever
substantial changes were effected in the pension structure for Central Government
cmplovces. In all. such options were made available on twelve occasions in the
past. the last bemg in May. 1987,

137 38 Whilc agrecing with the proposal submitted by the Ministry of
Railways m this regard in 1992, the Department of Pension and Pensioners’
Welfarc had. however. suggested that (a) the payment proposcd being ex gratia in
naturc, 1t should not bc described as pension so as to avoid possible legal
complications; (b) 1t should be only prospcctive; (c) the benefit should be
confined only to thosec who had completed at lcast twenty years of continuous
service prior to supcrannuation so as Lo avoid any discrimination against temporary
cmplovees in the pensionable cstablishment who had retired without any pension;
(d) the ex gratia may be sanctioncd at a flat rate instead of on a graded scale.

137.39 In so far as the question of cnhancement of the quantum of ex
gratia pavment to the widows and dependants of deccased CPF/SRPF beneficiarics
1s concerned. the Department 1s of the view that though there is no corrclation
between the quantum of ex gratia payment and the minimum family pension
admussible to the familics of thosc deceased cmployces governed by the Pension
Scheme. some relativity between the two shall have to be maintained. Any increase
in the mmimum family pension should, thercfore, be reflected in the ex gratia
payment as well. According to the Department, in the context of the fact that the
outgo on account of cx gratia payments would decrease progressively over a period
of ime becausc the Contributory Provident Fund Scheme has been abolished for
Central Government cmployces with effect from January 1, 1986 and that the
famihics of those cmployecs who opted to continuc under the scheme cven after this
date arc in anv casc not cntitled to the ex gratia payments, there may not be a strong
casc. cven from the budgetary angle, to maintain too much of a differential betwecn
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the ex grata payment 1o the widows and dependant chuldren oft CPF/SRPF
benceliciaries and the nunimum fanuly pension.

13740 The proposal of the Ministry of Railways had not. however, found
favour with the Mimistry of Finance (Dcpartment of Expenditurce) primaniy on the
ground that the financial imphcations of payment of cx gratia ranging from Rs.
37510 Rs 750 per month to the 1 20 lakh CPF/SRPF bencficiarics would be in
the rcgion of about Rs. 125 crores per annum and that acceptance of the proposal
would also lcad to similar demands from the CPF beneficiarics in the public scctor
undertakings and autonomous bodics.

13741 We have considered this question carcfully. In terns of the
unambiguous judgement of the Supreme Court, the CPF/SRPF bencficiarics, being
a distinct catcgory, cannot obviously claim, legally and technscally, such benefits
as have been extended to the pensioners. Further, an option having been given to
thc SRPF benceficiarics on as many as twclve occasions to switch over to the
Pcnsion Scheme, it cannot also be argucd that they were not given a reasonable
opportunity to do so. It 1s, howcver, a fact that cmployees governed by the Pension
Scheme, including past pensioners, have been extended substantial bencfits in
pursuance of the recommendations of successive Pay Commissions and in the light
of the judgement of the Suprcme Court 1n the Nakara casc. On the other hand,
thosc covercd by the CPF Scheme have had to remain content with the lumpsum
amounts reccived by them at the time of supcrannuation. The gap between the
CPF/SRPF bencficiarics and the employccs covered by the Pension Scheme would
widen further and the differences would be accentuated as a result of the substantial
improvements that we have proposed in the pension structure It is also somewhat
anachronistic that while the payment of an ex gratia has becn agreed o in the casc
of fanulics of deccased CPF/SRPF benceficiarics, this should have been denied to
the surviving cmployees who are cxposed as much to the impact of inflation. In the
circumstances, we are of the considered vicw that a sympathctic and humanitanan
approach is called for in this casc. Though it would be inappropriate to accept the
principle of parity between the surviving CPF/SRPF beneficiaries and pensioners.
ex gratia pavments could, however, be extended to the former.

137.42 We have also taken note of the rescrvations of the Department of
Expenditurc on the Railway Ministry's proposal. The financial implications of the
proposal computed by the Department are based on the assumption that there are
about | 20 lakh CPF/SRPF beneficiaries. This was, however, an estimation made
by the Fourth CPC as far back as in 1986. A dccade having clapsed since then, the
number of beneficiaries would not have remained static and is likely to be
significantly lower. According to an asscssment made by the Ministry of Railways,
the number of surviving SRPF beneficiarics in 1991 was only 60,000 and this is
likely to have dwindled further between 1991 and 1996. While data on the number
of surviving CPF beneficiarics is not rcadily available, it would not be
unrcasonable to assume that there would have been a corresponding reduction in
their numbers as well since 1986. As regards the apprehension of the Department
that acceptance of the proposal would lead to similar demands from the CPF
beneficiarics in the public enterprises and autonomous bodics, the present trend in
the public, and cven in the private, sector is to introduce pension schemes for the
cmployees in replacement of the CPF Scheme and, following the launching of the
Employees' Pension Scheme in November 1995, a large number of public sector
employces have switched over to the Pension Scheme, which has the inhcrent
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(h)

After carelul consideration of all relevant factors. we make the

following rccommendations :-

Having duc regard to the fact that the pension scheme and the
contributory provident fund scheme were structurally different, we
do not concede the demand of the CPF/SRPF beneficiaries for total
parity with employees governed by the pension scheme. The Apex
court has also held (1990) 4 SCC 207) that the rules governing the
provident fund and its contribution are entirely different from the
rules governing pension. It would not thereforc, be reasonable to
argue that what is applicable to the pension retirees must also equally
be applicable to PF retirees

The ex gratia may be sanctioned at a flat rate because more than 98
per cent of CPF/SRPF retirees who are sought to be extended the
benefit of ex gratia payment belong to Groups "C' and "D’ who had
retired on comparatively lower scales of pay.

The benefit may be confined only to those who had rendered at least
twenty years of continuous service prior to their superannuation, so
as to avoid any discrimination against temporary employees in the
pensionable establishments who had retired without aay pension

An ex gratia amount may be sanctioned @ Rs. 600 per month, which
is approximately 50% of the amount of minimum pension
recommended by us separately for those covered by Pension Rules.
Dearness Relief payable from time to time shall also be admissible.

The ex gratia payment, Dearness Relief and Interim Reliefs [ and 11
already received by those who had retired on pay of upto Rs. 500 per
month may be so adjusted that the total ex gratia amount is not less
than Rs. 600 per month.

With a view to maintaining some relativity between family pension
and ex gratia to the widows and dependants of the CPF/SRPF
retirees, we recommend that the ex gratia payment to the surviving
widows and dependant children of CPF/SRPF beneficiaries may be

enhanced to Rs. 600 per month plus Dearness Relief as admissible
from time to time.

The benefits now proposed will not be admissible to those CPF/SRPF
beneficiaries who. were in service on January, 1986 and specifically
opted to continue to be governed by the CPF/SRPF scheme.

In view of the fact that CPF/SRPF retirees had already been given

adequate number of options to switch over to the pension scheme as
and when substantial improvements were made in the pensior scheme
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and the practical difficultics involved in retrieval of records and
adjustments to be made, the demands for another option to switch
over to the pension scheme on their refunding the contribution made
by the Government or without insisting upon the refund of the
Government contribution subject to adjustment of the ex gratia that
should have been paid to them with effect from January 1, 1986 in
terms of recommendation of the Fourth CPC, are not accepted.

The payment proposed being ex gratia in nature, it should not be
described as "pension”

All our recommendations shall have prospcctive effect.
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DEARNESS RELIEF

138.1 Prior to August 1, 1973, there was no regular scheme for
compcnsating penstoncers for crosion in the rcal value of their pensions duc to
increase n prices. However. on four occasions between April 1, 1958 and January.
1973. certain temporan/ad hoc increascs were sanctioned by the Government as
a compensation against price risc which was considered to be a temporary
phenomenon. as the prices were expected to stabilise  Having this aspect in mind,
the - various Commussions and Commuttecs appointed by thc Govermnment
rccommended compensation mainly to low paid employecs/pensioners, who
according to them were likely to be more affected by the price nise.

1382 The first temporary increase, ranging between Rs.10 and
Rs.12.50, was sanctioned in April, 1958. The sccond ad hoc increasc ranging
between Rs 3 and Rs.10 was sanctioned in October, 1963. The third adhoc
increase (@, Rs. 10 per mensem with an overall ceiling of Rs.220 on pension plus ad
hoc increase was sanctioned in Scptember, 1969. The fourth ad hoc relicf ranging
between Rs. 15 and Rs.35 was sanctioned in January, 1973.

1383 The Third CPC conceded the demand of pensioners for protecting
their pension from erosion on account of possible increascs in the cost of living. It
however, did not accept the suggestion that relief to the pensioners should be
allowed at the same rate as was applicable to the serving employees, as the family
and other responsibilitics of a pensioner were not considered to be of the same
order as of a serving employee. Having regard to the above considerations, they
recominended that all future pensioners, irrespective of the amount of pension
drawn by them should be given a relicf at the rate of 5% of their pension subject
to a minimum of Rs.5 and a maximum of Rs.25 per mensem for every 16 point risc

in the 12 monthly average of the All India Working Class Consumer Price Index
(1960=100).
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1384 The above recommendation of the Third CPC was implemented
by the Government - A modification in the scheme was made from December 1.
1980 when Government decided to give Deamess Relief (DR) to pensioncrs for
cvery & point increase in index average (@; 2.5% of pension subject to a mimmum
of Rs 2.50 and a maximum of Rs.12.50 pcr mensem.

138 5 The above scheme provided for ncutralisation of about 62 per cent
to pensioncrs drawing pension upto Rs. 500 per mensem. With the merger of DA
up to index average 272 with pay for penstonary benefits with effect from
Sceptember 30, 1977, the ncutralisation went up to 85 percent for the pensioncrs
who retired thercafier because no change was made in the formula for the grant of
DR in the casc of thosc retiring on or after Scptember 30, 1977 and they got the
benefit of DR cven on additional pension which became admissible on the merged
DA  Two morc mergers of DA with pay upto index average 320 and 568 took
placc on January 31, 1982 and March 31, 1985, raising the ncutralisation to 100
and 178 per cent respectively because of no change in the formula for the grant of
DR. 1t would thus be scen that pensioners drawing pension up to Rs. 500 and
rctinng on or after the dates of merger were over-compensated with cvery merger
of DA with pay for the purposc of pensionary bencfits ranging between 85 and 178
per cent, whereas the DR to pensioners drawing pension above Rs. 500 per
mcnsem was pegged to Rs.12.50 for cvery 8 point increase n index average
providing a neutralisation of 62 per cent.

138.6 Between 1.1.1973 and 31 12,1985 (the intervening peniod
between Third and Fourth Central Pay Commissions), the index avcrage rosc from
200 to 608 points resulting in the grant of 51 instalment of DA to the scrving
employecs and an cqual number of instalments of DR to pensioners. While the
serving employees drawing pay upto Rs. 400 got 4% of their pay for cvery 8 point
increase (total 51x4=204%), thc pensioners irrespective of the amount of pension
got 2.5% for cvery 8 point incrcasc (total 51x2.5=127.5%). Thus, there was a gap
of 76 5% in the quantum of neutralisation, thercby croding the real value of the
pension. The percentage of ncutralisation provided to the serving employces vis-a-
vis pensioners as per scheme of the Third Central Pay Commission is indicated
below :-

Serving Employees Pensioners
Pay(Rs) percentage Pension Percentage of
of neutra- neutralisation
lisation
(a) Upto Rs. 400 100 (a) upto Rs.500 62(beforc
merger)
(b) Rs. 401-1000 75 uptoRs 500 85(Aftcrmerger

upto Index
Average 272)
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Serving Famployees Pensioners

Pay(Rs) percentage Pension Percentage of
of neutra- neutralisation
lisation

{(c)Rs 1001-2750 45 upto Rs.500 100 (Afier

merger up (o
Index Average
320)

(d) Rs. 2751-3500 35 upto Rs.500 178 (After
: merger up to
Index Average

568)
{bYAbove 62
Rs.500
138.7 Prior to 1.1.1986, there was no corrclation between the scheme of

DA 1o scrving employees and the scheme of DR to pensioners, resulting in many
anomalics in as much as progressivc merger of DA in pay for computation of
retircment benefits not only brought in uncven benefits between past and future
pensioners but also resulled in some cascs in futurc pensioners drawing less
pension as compared 1o their counterparts who had retired carlier  To reduce the
impact of such anomalous situations, the Fourth CPC while rccommending
additional rclief for past pensioners, aimed at reducing the gap 1n amount of
pension of past and future pensioners, also rccommended upgradation of DR to the
level of 75% for those who were in receipt of pension above Rs.500 per mensem.

138.8 Another methodology followed by thc Government to lesscn the
impact of uncven benefits between past and futurc pensioners was to allow the
pensioners retiring on or after 30.9.1977 and 31.1.1982 to exercise an option to
avail themselves of the merger at index average 272 and 320. At the time of
merger of DA at index average 568 with cffect from 31.3.1985, no option was
allowed but a new system of grant of personal pension representing the diffcrence
between pension calculated at CP1 320 plus DR between CPI 320 and 568 on the
one hand and pension calculated at CPl 568 on the other was introduced.

138.9 To overcome further anomalies, the Fourth CPC rationaliscd the
scheme of DR to pensioners and related the same to the scheme of DA to serving
employees. It reccommended adoption of slabs for regulating DR to pensioners at
50% of the slabs prescribed for regulating DA to serving employces and
calculation of DR/DA at the same percentage. This was donc with a view to
ensuring that while pension was 50% of pay, pension plus DR thercon should be
50% of pay plus DA. This system ensured that in the event of any portion of DA
being treatcd as Deamness Pay in future, the pension of future retirees with reference

to pay plus DP would be exactly equal to the pension plus DR of a pensioncr who
retircd before merger.

138.10 All pensioners associations which appeared before us have urged
that the concept of cent per cent neutralisation against increase in prices shouid be
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recommended, because price merease affects them much more than serving
cmplovees. The mcome of pensioncers 1s alrcady less than 50% of what they drew
at the ume of retircment and all perquisites such as subsichsed residential
accommodation, residential telephone, Icave travel concession, medical facilitics.
transportation, ncws papers/magazncs ctc  have also disappearcd

138 11 We have considered ihe submissions and taken note of the fact
that while recommending the grant of DA to scrving employecs. the First and
Sccond CPCs generally proceeded on the assumption that DA was an expedicnt
intended to deal with a temporary phenomenon of rising prices. Subscquent cvents
havc shown a continuous upward trend 1n prices Icading to the reccommendation of
a rcgular scheme of DA to scrving cmployees and DR to pensioners by the Third
CPC From thc very beginming, the cmployces 1in higher pay brackets and
pensioners drawing pension above Rs.500 have received the benefit of only partial
ncutralisation, resulting in tremendous crosion of their pay/pension It would be
unrcalistic to assume that the personncl in higher pay brackets have any cushion
left in their salarics in the face of continucd sharp risc in prices. Similar is the case
of pensioners who are being deprived of cent per cent ncutralisation against risc in
prices for no substantive rcason. The crosion in the valuc of pension of past
pensioners has been a matter of great concern and a large number of pensioners
have urged us to fully protect the purchasing power of their pension by accepting
the concept of cent per cent neutrabisation. Having regard to the fact that the long
term aim of a pension policy should be to provide a rcasonable standard of fiving
which could be dcemed to be sausfactory, we recommend that the
pensioners/family pensioners should be given relief against price rise on the
same scale as is being recommended for serving employees. 1n other words,
they should receive the benefit of full neutralisation of cost of living.

ADDITIONAL RELIEF TO PAST PENSIONERS

138.12 With a vicw to equalising their pension with reference to the
pension of post-1.1.1986 retirecs, pre-1986 pensioners have suggested the grant of
graded rclicf on the pattern of Tamil Nadu Government, which has sanctioned
varying percentages of graded relief for pensioners who retired at different points
of time. Since we have conceded the demand for complete parity in pension
of past retirees with reference to pension of post-1.1.1986 retirees by notional
fixation of their pay, the need for grant of graded relief has become
unnecessary.

MERGER OF PERSONAL PENSION WITH PENSION FOR DR

138.13 Pensioners who reured between 31.3.1985 and 31.12 1985 and who
were granted personal pension have requested for merger of their personal pension
with pension so as to become cntitled for drawal of Dearness Relief which is
presently being paid on basic pension only. We have given our sympathetic
consideration to the demand made by this section of pensioners who retired
between 31.3.1985 and 31.12.1985. We have taken note of the fact that personal
pension was granted to the above retirees whose pension plus D.R. between
CPI 320 and 568 worked out to be more than pension at CPI 568. This was
done to ensure that future retirees drawing the same emoluments and having
rendered the same length of setvice did not draw pension which was less than
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that of their counterparts who had retired earlier. Though the Fourth CPC
had recommended the payment of a lump sum amount in licu of personal
pension so that this did not continue as a separate clemeat in the rationalised
pensinn structure, the Government decided not to accept the recommendation
on the ground of financial implications and the personal pension continues to
be paid as a separate element without any D.R. thereon.

138 14 The Department of Pension and Pensioners’ Welfare have referred
this matter to the Commission vide their D.O. No 38/4/96-P&PW(A) datcd
2151996 n pursuance of an order dated 15 3 1996 made by the Bombay Bench of
the Central Adminstrative Tribunal in O.A. No.643/95 in the casc of LG
Vaishampayan versus UOL

138 15 Since we have canceded the principle of complete parity in
pension of past pensioncrs up to 1.1.1986 and modificd/rcasonable parity
thereafier, the pension of all the past pensioncrs who retired up to 31.12.1985 shall
be refixed by notional fixation of their pay without taking into account the clement
of DA whichwas treated as D P and the element of personal pension would
automatically go away. All thc past pensioners shall get the same amount of
pension as adimissible to a post-1.1.1986 retirce, provided they had the samc length
of quahifyving scrvice and cmoluments.

FUTURE MERGER OF DEARNESS RELIEF WITH PENSION

138.16 Suggcstions have been made for removal of anomalics arising out
of merger of DA with pay aftcr the recommendations of the Third CPC and also
duc 1o 1ts restriction to low paid cmployces. Another suggestion made relates to
maintcnance of complete panity between pensioners and serving cmployees in
rcgard-to merger of DA or a portion thercof with basic pay and merger of DR and
corresponding portion thereof with pension.

138.17 We have given our careful consideration to the suggestions. Since
we have recommended recomputation of pension of past pensioners by notional
fixation of their pay 1n the revised scales of pay as on 1.1.1986, in the same way as
was done for serving employces, the anomaties which had crept in duc to (a)
adoption of diffcrent rates of ncutralisation for scrving cmployces and pensioners.
(b) merger of DA with pay for the purposc of computation of pensionary benefits
without changing the formula for grant of D.R, ctc., would be removed. As for the
other submission, in view of the correlation established between DA and DR,
we would recommend that DR on pension should be merged with pension
simultaneously, whenever DA is merged with pay for the purpose of
computation of retirement benefits for serving employees and further DR
allowed on the consolidated pension (pension plus merged DR).

PERIODICITY OF PAYMENT OF DEARNESS RELIEF

138.18 It has been urged before us that the periodicity for grant of DR
should be reduced from the cxisting six months to two months and the 12-mohthly
index average should also be reduced to six months.

138.19 Having regard to the fact that there is a correlation between the
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scheme of DA for serving cmplovees and DR for pensioners. we would
recommend that whatever changes are made in futurc in time and points
factors in sanction of DA, the same should equally apply to DR. No special
dispensation is considered necessary for pensioners alone

DR TO RE-EMPLOYED PENSIONERS/FAMILY PENSIONERS

138 20 Suggestions have been made that DR should continuc to be paid
to re-cmploved pensioners and cmployed family pensioners so as to maintain the
rcal valuc of pension

138.21 We have considered the suggestions and are of the view that
D.R. should be paid to employed family pensioners and re-employed
pensioners, where their pay is fixed at the minimum of the pay scale of the
post of re-employment, ignoring the entire pension. In other cases of re-
cmployment, DR shall be payable on pay plus non-ignorable portion of
pension as is the case at present and we recommend accordingly

INTERIM RELIEF TO PENSIONERS

138 22 The practice of sanctioning Interim Relicf to scrving cmplovecs
has been in vogue since 1957. The Second CPC had recommended Interim Relief

of Rs.5 per month wef st July, 1957 to all cmployces drawing basic pay not

excceding Rs.250 per month. The Third CPC had also recommended three
instalments of Interim Relief wef 1.3.1970, 1.10.1971 and 1.8 1972. The
amount of all the three instalments of Interim Relief ranged between Rs.29 and
Rs.70 and its pavment was restricted to cmployees drawing basic pay not
exceeding Rs.1250. [n the case of the Fourth CPC, Government sanctioned the
first instalment of Intenm Relicf ranging between Rs.50 per month and Rs 100 per
monthwef 1.6.1983. Another instalment of Interim Relicf equal to 10% of basic
pay. subject to a minimum of Rs.50 per month, was sanctioned w.c.f. 1.3.1985
Bcefore the appointment of the Fifth CPC, Central Government employces were
sanctioned Intenim Relicf at a uniform rate of Rs.100 per month w.e.f September
16, 1993. On an interim reccommendation by us, another instalment of relicf equal
10 10% of basic pay subject to a minimum of Rs.100 was sanctioned w ¢.f
1.4.1995. The third instalment of relicf equal to 10% of basic pay subject to a
minimum of Rs.100 was sanctioned w.e.f. 1.4 1996 on our rccommendations

138.23 While the practice of granting Intenim Relief to scrving cmployecs
has been in existence for about four decadces, it was for the first time that we
rccommended the grant of Interim Relief to pensioners in October, 1994 at a
uniform rate of Rs.50 per month in the light of Intcrim Relicf of Rs. 100 per month
sanctioned to scrving employees we.f 16993 On the same analogy, we
recommended a further instalment of Interim Relief equal to 10% of the basic
pension/family pension, subject to a minimum of Rs.SO pcr month, for the
pensioners/family pensioners. Thc pensioners were actually granted the first and
second instalment by the Government with cffect from 1.4.1995. On our
rccommendation made in the Third Intenim Report, the third instalment of Interim
Relief equal to 10% of basic pension subject to a minimum of Rs. 100 per month
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was also sanctioned to all the pensioners and family penstoners with cffect from
1.4.1996

13824 The nature and scope of Interim Relief was considered in detail
by the Third CPC which held that it would be inappropriate to treat Interim Rehief
as though 1t were a Deamness Allowance because the two concepts differcd. While
the Deamess Allowance was determined almost solely by the cost of living, it could
not be treated as pay also. The CPC was of the view that Interim Relief should be
trcated sui generis and it would be termed ncither as pay nor allowance nor as
wage.

138.25 In para 7 of our sccond Interim Report, we had also held that
Interim Relief only represented a provisional arrangement during an
intervening period and was primarily intended to provide some relief to
employees pending a comprehensive determination of their salary structure
and other benefits. [t was, therefore, necessarily ad hoc in character. The same
analogy which was applicablc for serving cmployces was applied to pensioners as
well and recommendations were made to the Government accordingly.

DATE OF EFFECT’l

138.26 We received several thousand representations from individual
pensioners and their associations urging us to make an interim recommendation to
the Government to modify the date of effect of grant of first instalment of interim
rclicf to pensioncrs at a uniform rate of Rs.50 per month from 16.9.1993, as also
for maintaining the rationality of the formula for sanction of DA/DR which is

necessary to avoid anomalics mn the pension of retirees retiring at different potnts
of time.

138.27 The rationalisation in regard to payment of Dearness Relief on
pension based on the same formula as evolved for the payment of Dearness
Allowance to serving employces after 1.1.1986 de-facto established the nexus
between wages and pension in the context of the general fecling and persistent
demand by pensioners that disparities in the pensions of the retirees retiring at
different points of time needed to be minimised. In the circumstances and in order
to avoid any anomalies that may result, once it was accepted that payment of
Interim Relicf to pensioners was justified, it would not be appropriate to extend this
from a date different from that applicable to scrving employecs. However, in view
of the fact that the first instalment of 1.R. was sanctioned suo motto by the
Government to serving employees w.c.f. 16.9.1993 prior to the appointment of the
Commission, we had, while recommending in October, 1994 an interim relicf of
Rs.50 per month for pensioncrs/family pensioners, taken a conscious decision not
to specify the date from which this was to be paid but decided to leave this to the
Government. In the circumstances, we do not consider it desirable to re-open
the issue at this stage. We arc also of the view that it would not be appropriate
for us to make a suo motto recommendation on this issue. We would, however,
urge upon the Government to ensure in future that benefits intended both for
serving employees and pensioners are extended uniformly from a common
date. We hope and trust that the nexus between serving cmployecs and pensioners
with regard to grant of [ R. is now firmly established and shall subsist.
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INTRODUCTION

139.1 The pension cases of Central Government Civilian employecs are
processed in accordance with the instructions contained in Central Civil Services
(Pension) Rules, 1972, which stipulate that preparation of pension papers should
start two years before the date of retirement on attaining the age of superannuation.
The work is undertaken in three stages. The first stage covers verification of
service, the second involves making good of omissions in the service book and the
third consists of obtaining the application form for pension from the Government
employee. In order to ensure that a retirce gets his pension as early as possible,
Govemnment of India has evolved a simplified pension payment procedure and the
Central Pension Accouniing Office has been created by relieving Comptroller and
Auditor General of India of the responsibility of payment and accounting of central
civil pensions. A data-bank on computer has also been created to cnable post-
payment check of pension payments.

1392 ~ The scheme for payment of pension to Central Government Civil
Pensioners through Public Sector Banks is already in operation since 1977
Supervision over pension disbursement in a district is carried out by one nominated
branch of a bank, which is known as the Link Brach. The Pension Payment Order
(PPO) is despatched to Cential Pension Accounting Office (CPAQ), on the last
working day of the month preceding the month of retirement of an employce. After
countersigning, CPAQO despatches it to the Link Branch by 20th of the month and
by 23rd of the month, it reaches the paying branch. The pensioners who are not
covered under the scheme of payment of pension through banks can switch over to
this scheme and an elaborate procedure for this purpose has been laid down.

139.3 For receiving payment of pension, a pensioner/family pensioner
1s required to furnish three certificates namely (i) non-employment/re-employment
certificate, (i1) life certificate and (iit) remarriage/marriage certificate. These
certificates are required to be furnished each year and crediting of pension is
discontinued for the month of November and onwards in the cases of non-
production of certificates. Only basic pension is paid and payment of DR on
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pension is withheld if only life certificate 1s furnished but non-cmployment/re-
employment certificate is not furnished. Although demands were made that life
certificate should not be insisted upon, and a certificate issued by a
Registered Medical Practitioner or an office bearer of a pensioners’
association should be accepted for the purpose, but we feel that the existing
procedure is reasonable.

1394 Facilitics cxist and procedure has also been laid down for
cxpeditious transfer of pension payment from onc branch/bank to another. Such
applications fall under three categorics, namely (i) transfer from onc branch to
another of the same bank at same station or at different station, (i1) transfer from
onc bank to another at the same station and (in) transfer {from onc bank {o another
at different stations. CPAO has already strcamlined the procedure, concerning

-transfer of PPOs, in 1994 and in cases where transfers involve two branches of the

samc public sector bank, a mere intimation to CPAO now suffices. The CPAO 1s
also strcamlining the procedure of transfer where it 1s sought from onc pension
disbursing branch to another branch of a different Public Sector Bank. 1t is
contemplated that even in such cases, the transfer may be cffected by the paying
branch, without waiting for the prior approval of CPAO. Since {or the purposc of
accounting and reimbursement of commission, sanction of CPAO for such transfer
will be necessary, the process is proposed to be completed within a period of three
months. The proposed changes will meet the problem of delays in transfer ot
pension.

EXPEDITIOUS SETTLEMENT OF PENSIONARY BENEFITS

139.5 If existing provisions are followed scrupulously by the pension
sanctioning authoritics, there can be no occasion for any delay in the sanction of a
pension. Since we have received memoranda complaining about delay requesting
for settlement of pension within three months of retirement, there is a need to

reiterate the existing instructions to pension sanctioring authorities, CPAQ
and Pension Disbursing Authorities.

139.6 In spitc of adequate provisions for timely finalisation of
final/provisional pension, complaints about delay in finalisation of pension
continue. The Government should, therefore, not only hold the Heads of
Offices personally accountable for any delay in the sanction of pensions, but
should also make provisions for payment of interest on delayed payments.
This interest should be paid when the delay caused is not attributable to the
retired employee and in cases where some period of delay is attributable to
the retired employee himself, that period could be deducted from the total
period of delay on which interest is to be paid. Where delay is attributable
to the negligence of some government employee, the interest paid to the
pensioner should be deductible from the salary of such employee(s).

139.7 Detailed procedure has not been formulated in cases of retirement
other than on superannuation, in the absence of which it becomes difficult to
pinpoint delay on a particular authority. A need has, therefore, been felt that in
other cases of retirement like voluntary retirement, detailed procedure should be
laid down by the Government so that pension is finalised within a reasonable time.
In casc of voluntary retirement, the processing of pension papers could be started
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mmmediately on receipt of the notice for voluntary retirement.  Inthating the pension
sanctioning procedure only after the actual date of voluntary retirement delays the
cntirc process.  Even if an employce subscquently withdraws his notice for
voluntary retirement, the work dong {or processing his pension papers will not be
a wastc. We recommend that the process of sanctioning of pension should
commence immediately when the notice for veluntary retirement is accepted
by the competent authority. The Department of Pension and Pensioners' Welfare
should also prepare a time frame for processing pension papers in such cascs, as
has bcen done in case of retircments on superannuation.

139.8 A demand has been made that disciplinary proceedings against
retiring Government scrvants should be completed expeditiously within a period
of six months. While we feel that it may not be possible to complete
disciplinary proceedings within six months of retirement in all cases, but ali
out efforts need to be made to complete such proceedings within this period.

PENSION PAYMENTS

1399 It has been represented that PPO should contain the names of the
children also, so that family pension could be commenced on the death of the
family member. We have examined the format of the PPO prescribed at present.
The PPOs issued prior to 1.1.90 did not contain many details which are considered
essential for sanction of Family Pension to children and also for revision of pension
when necessary. The Department of Pension and Pensioners' Welfare and
CPAO should take initiative to have all such pre-1.1.90 PPOs revised. Even
in case of post-1.1.90 PPOs, the scale of post last held by the pensioner needs
to be indicated. The existing column in the present PPO form which shows
"post/grade/rank last held--------- " needs to be modified to provide for a
specific mention of scale of pay.

139.10 It has been demanded that Dcarness Relief (DR) to pensioners
should be sanctioned on the basis of announcement in the newspapers, without
waiting for a copy of the orders. It has been brought to our notice that Indian
Banks Association issues an advertisement through newspapers, whenever
Dearness Relief is sanctioned to pensioners and this gives full details about DR to
oe paid to different types of pensioners in different pension ranges. The demand
that DR should be paid without waiting for a copy of the orders indicates that
paying branches do npt always act on the basis of this advertisement. This
situation can be improved if the copy of the orders of the Government on DR
and its rates is printed in the newspaper directly by the Government, with a
clear direction to paying branches that DR should be sanctioned without
awaiting further official communications. We recommend accordingly.

139.11 A special treatment by the banks has been demanded by
pensioners in the shape of higher rate of interest, removing the requirement of
minimum balance, etc. However, we feel that such demands cannot be considered
because for the banks, a pensioner's account is like any other saving bank account.
As such, all the rules and regulations applicable in the case of Saving Bank
accounts will equally apply to pensioners. The facilities that banks normally
give to its Saving bank account holders e.g. cheque book, minimum amount,
multiple withdrawal, withdrawal by messengers, etc. arc also available to
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pensioners There 1s no case for a higher ratc of interest.

139 12 CCS(Penston) Rules provide for withholdmg of 10% of DCRG
subjcet to a maximum of Rs 1000 out of the gratwity amount and four months'
advance hcence fee for the official accommodation of a retinng Government
servant Normally, retention of Govemment accommeodation is permutted for a
period of four months from the date of retirement. Licence Fec 1s also recoverable
out of DR on penston  Inspite of these provisions, Government has been facing a
lot of difficulty in getting the official accommodation vacated by the retired
cmplovees  Railways have, therefore, prescribed other measures like withholding
of DCRG and Complimentary Passcs, imposition of penal rent ctc. 1o ensure that
the accommodation is vacated within the stipulated time. Since these measures
have been very useful, it is felt that similar provisions need to be made for
other departments of Government as well, to ensure prompt vacation of the
official accommodation immediately after completion of the prescribed period
after retirement.

MISCELLANEQUS DEMANDS

139 13 It has been demanded that definition of “Disbursing Authority’
should includc Post Offices as well. In this regard, we fec! that the procedure for
pavment of pension through banks has been streamlined and delay in payment of
pension climinated.  Switching back to Post Offices or Treasurics may not be
advisable 1n the interest of the smooth payment of pension. It will increase the
paper work. accounting difficultics will be tremendous and it will involve a greater
cost to thc Government as the scrvice charges of the Department of Posts for
disburscment arc considerably higher in companson to the Banks The proposal
is, therefore, not favoured

139.14 Pensioncrs. who arc unable to be present at the treasury. Bank or
Post Office to collect their pension are paid their pension through service money

.orders, but a ceiling of Rs.500 per month as pension is prescribed for this purpose.

A dcmand has been made to incrcase this ceiling. The ceiling was fixed long back
and cven the minimum pension including DR has risen to around Rs. 1130 which
is likely to be increascd further afier implementation of our recommendations. The
ceiling should, therefore, be revised so as to cover those employees who are
in receipt of minimum pension and are living in remote rural areas which are
inaccessible to Banks. A ceiling of Rs.1500 would be justified.

139.15 As per pavment of Arrcars of Pension (Nomination) Rulces, 1983,
a pensioncr. to whom any pension is payable by the Government may nominate any
person 1o receive the hfe-ume arrears of his pension after his death. A suggestion
has been made that such nomination facility should also be extended in case
of family pensioners. We do not consider the demand to be justified.

139.16 A demand has been made {or establishment of Pension Adalat in
cach Statc or constitution of scparatc benches in all the administrative tribunals and
High Courts and in the Supreme Court to deal with cascs of pensioncrs The
Department of Pension and Pensioners' Welfare, however, feel that scrvice
gricvances of Central Government penstoners arc alrcady being looked into by
benchces of the CAT who are pronouncing their judgement, within a reasonable
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time  The establishment of separate benches for pensioners has. thercfore not been
lavoured

13917 We feel that the system of Pension Adalat is very effective in
finalising disputed cases of pensions and should be introduced for Central
Civil Pensioners as well. Existence of CAT to deal with pension disputes is
not considered as a substitute for Pension Adalats. The Pension Adalats
should be constituted as an effective measure for redressal of the grievances
of pensioners. Such Adalats should also function for settling the cases of field
formations and meet at least once in a quarter. Pensioners should be allowed
to present their cases before such Adalats through any other
person/representative of Pension Association, as they themselves may not be
conversant with the rules.
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MEDICAL FACILITIES

140.1 All Central Government Pensioners are extended CGHS facilitics
through its dispensarics. Even those pensioners who are residing in arcas/citics not
covered by CGHS are allowed to sclect any dispensary for availing themsclves of
OPD facilitics. In case of indoor treatment, they are referred to Central
Government hospitals, recognised private hospitals/fCGHS-referral hospitals and
the expenditure incurred on their indoor treatment is reimbursed by the CGHS.
Pensioners arc allowed to make a onetime lump sum payment equal to 10 vears'

“contribution for getting a CGHS card issucd for their whole life. Scnior citizens

of the age group of 60 and above are allowed to take treatment in the dispensarics
on out-of-turn basis.

140.2 The rate of contribution for the pensioners is the samc as in casc
of serving cmployecs. However, pensioners have an option to pay contribution
based on the last pay drawn at the time of retirement or the amount of their
pension. in case they opt for the latter, certain facilitics like direct consultation by
Specialists, Nursing Home, etc. are regulated in accordance with their pension and
not on their pre-retirement pay.

140.3 Pensioners are, however, not covered under Central Secrvices
(Medical Attendance) Rules, 1944 and All India Services (Medical) Rules, 1954,
Thus, pensioners who are not living in a CGHS covered area/city face tremendous
difficulties in getting proper medical attendance. Fourth CPC had considered this
difficulty and recommended that medical facilities, including domiciliary treatment,
be made available to all pensioners. It suggested that the Government may
examine the modalitics of introducing a special comprehensive medicare scheme

for pensioners, which should provide facilities similar to those available under
CGHS.
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1404 In an attempt to implement the recommendations of the Fourth
CPC, the Deparunent of Pension and Pensioners’ Welfare constituted a comnuttee
1o review the medicare facilities available to pensioners  The commuttee. nter aha.
examincd a tentative scheme prepared by General Insurance Corporation of India
However, the scheme was not recommended for adoption duc to the high rate of
prenuium, non-coverage of domuciliary out-door trcatment, exclusion of existing
pensioncrs, possibility of misusc, ctc.  The commuttce reccommended a cash
allowancc of Rs 30 pm  to cover the cost of medicines for the trcatment of nunor
ailments. along with payment of 50% of thc annual premium to be paid by
pensioncrs for obtaiming a medical msurance pohicy for themschves and the
members of their famihics

140.5 The Ministry of Hcalth and Family Welfarc proposed a fixed
medical allowance of Rs.50 p.m. to pensioncrs for taking care of their day-to-day
expenditure on medicines and consultations for out-door trcatment

140.6 The Standing Committee of Voluntary Agencics (SCOVA) also
constituted a sub-committee for considering the question of medical faciliuies to
pensioners.  The report of the sub-committce was discusscd in the mectings of
SCOVA held in December, 1993 and September, 1994. The considered view of
the sub-committce was that the CGHS facilitics were the best and should be
extended to cover more arcas. It made the following important iccommendations -

1 There should be a compulsory linkage of pensioners
living in arcas not covered by CGHS facilitics, with the
CGHS. They should have themsclves registered with the
ncarcst CGHS dispensary for treatment rcquiring
hospitalisation for major surgerics. For domicihiary
trcatment of pensioncrs living in arcas not coverced by
CGHS. a fixed medical allowance should be considered

1. Extension of the Central Services (Medical Attendance)
Rules to pensioners would involve administrative and
financial problems. An analogy with the Statc
Governments may not be applicable because of the
diversity in distribution of the pensioners' population.

il The possibility of pooling of medical facilitics in various
Departments of the Government such as Railways,
Defence and Telccommunications should be considered.

Iv. The Government should cxplore the possibility of
utilisation of thc medical facilities made available by the
State Governments to their pensioners and vice-versa on
a reciprocal basis.

140.7 Government of India in the Ministry of Finance, considered
various reccommendations including payment of medical allowance and
rcimbursement of a portion (50%) of the premium paid on medical policy, but
could not come to any conclusion. Department of Pension and Pensioners' Welfare,
therefore, referred the matter to us.
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(40 % Vanious State Governments i the country have alrcady tahen
steps to improve medical facihitics to pensioners . Monthhy medical allowancc at
van mg rates has been sanctioned by the State Governments of Kerala, Tamil Nadu
and West Bengal The State Government of Rajasthan has evolved a Pensioncers’
Medical Coneession Scheme  Under the schemie. out-patient and mdoor treatment
facthiies arc provided in Government hospitals and climes In casc of outdoor
trcaument, allopathic medicings. vaccines cic - which arc ordinarily not avatlable in
Government hospitals. are provided to the pensioners {ree of charge from the
mcdical shops or stores recogmsed under the scheme  The supply of medicines 1s
however, restricted to Rs 1500 in a financial vear. but thus may be mcrcased up to
Rs 3000 under special circumstances

1409 Various Public Enterpriscs have alrcady introduced schemes of
mcdical carc for cmplovees retiring from their organisations One such scheme
introduced by the Mincrals and Mctals Trading Corporation Limited provides
moedical facihties to all categones of emplovees (and thair spouscs) retired from the
orgamsation, provided they arc not gainfully employed afi® their retirement. The
scheme 1s extended on the basis of annual contribution at varying rates for different
catcgorics of cmployces ranging from Rs.30 for cmployces retired on fast basic pav
lcss than Rs 500, to Rs. 150 for thosc who retired with last basic pay of Rs 3000
or morc Rcimbursement of both indoor and outpatient treatment 1s given by the
orgamsation on production of bills, rcecipts/cash memos cie. For OPD trcatment,
the cmplovee 1s required to nominate the Mcedical Practitioner from where the
mediczl treatment 1s proposed to be taken on a regular basis. A total annual ceiling
of Rs 1200 1s imposed on outdoor treatment, which is reduced to Rs.600 on the
dcath of the retired emplovee or the spouse  For indoor trcatment. full
rambursement 1s given if the trcatment 1s obtamed from Government
hospital/Public Sector Undertaking hospital I the trcatment 1s received in private
nursing homes. the reimbursement 1s restricted to the rate applicable in a local
Government hospital

140 10 A large number of demands have been made and these can be
grouped mto threc broad categorics. (i) pensioncrs covered under CGHS (1)
Pensioners not covered under CGHS and (11) Penstoners covercd under the
Railway Employees Health Scheme

PENSIONERS COVERED UNDER CGHS

14011 Demands have been made for a massive expansion of the CGHS
nctwork, so as to cover all district headquarters in the country and be able to extend
CGHS facilities to all pensioners not covered by the scheme  The Ministry of
Health have indicated that large scalc expansion may not be possible duc to
resource constraints, but have agreed to cover all the State Capitals in a phased
manner. While realising the difficultics of the government, we recommend that
expansion of CGHS facilities should ensure coverage of all State Capitals in
a very short period. Since CGHS is already recognising more and more
private hospitals and nursing homes for indoor treatment, such recognition
should not be confined to cities where CGHS exists, but should cover all State
Headquarters and gradually all the District Headquarters. Such recognised
hospitals should be authorised by CGHS to directly accept the pensioners
enrolled with CGHS for indoor treatment/hospitalisation.
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140 12 It has been represented that the subscription under CGHS 1s on
the lugh side and that it should be completely waived of M 1in the case of pensioners
A demand has also been madc that a life-long CGHS card should be provided on
pavinent of 7 years' contribution instcad of 10 vears. However, considering the
fact that the rate of CGHS subscription has been revised from Ist April, 1994
after a gap of 40 years and taking into account the rising cost of medicare, we
do not feel that any change in the rate of contribution for pensioners is
necessary. Similarly, no reduction in quantum of contribution for a life long
CGHS card is recommended.

140.13 Pensioncers would like to be allowed to take treatment in any of the
CGHS dispensarics of their choice and convenience, irrespective of their place of
residence. Although pensioners should be given a choice to register themselves
in any one of the CGHS dispensaries depending on their convenience, they
should, therefore, be entitled to visit only that dispensary in the country, as
has been demanded.

140.14 A demand has becen made for regular medical check-ups and

supply of medicines at the residence of the pensioncer, once he attains the age of 68

vears. It has also been demanded that CGHS doctors should respond to emergencey

calls on telephone in such cases. Pensioners are alrcady being given prionty in

CGHS dispcnsarics and the card provided to them is of a different type/colour.

This may be more of a hindrance than help. We feel that pensioners should not

be provided a card of different colour. All required information about the
entitlements of a pensioner should be indicated on his CGHS card, so that he

does not face any difficulty about his entitlements like nursing home facility,

direct consultation with specialists, etc.

140 15 P&T pensioners arc not being provided indoor treatment facilitics.
as is the case with those covered by CGHS. P&T pensioners registercd with a
P&T dispensary arc not able to avail themsclves of indoor facilitics as the P&T
department has decided not to extend indoor trecatment faciliies in their
dispensarics. P&T Pensioners are, however, given an option in the beginning itsclf
to register themsclves with CGHS.  Once they enrol themsclves with P&T
dispensaries, no shifting to CGHS 1s allowed. We feel that the facilities provided
to pensioners under P&T dispensaries should be at par with those provided
in a CGHS dispensary. In case it is not possible for the P&T department to
do so, its dispensaries should not register the P&T pensioners from the
beginning itself and the CGHS dispensaries should take care of P&T
pensioners in the same manner as in case of other civil pensioners.

PENSIONERS NOT COVERED UNDER CGHS

140.16 At present a pensioner can have himself enrolled with the CGHS
dispensary even if he 1s not residing in an arca covered by onc. However, this
facility is not beneficial to them, as it is not possible for a pensioner to take OPD
facilities from such a dispensary on day-to-day basis, if he is not residing in the
vicinity. This facility is beneficial only tn case of indoor trcatment, as the
pensioner registered with a CGHS dispensary 1s entitled to take indoor treatment
in any Government hospital or privatc hospital recogniscd by CGHS for this
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purposc Delegations arc alrcady available to CMO Incharge of the dispensary to
accord permusston for hospitalisation w such cascs. Reunbursement cascs of such
hospitalisation are referred to CGHS headquarters - Sull, pensioners fecl difficulty
i gettng door treatment through a CGHS dispensary. f the dispensary to which
he 1s registered 1s situated at a different station. Difficultics arc also beng faced
by the pensioners n scttiement of their reimbursement claums from CGHS.

14017 In vicw of the difficulues experienced by pensioners in getting
appropriatc medical atiention and carc, as 1t 1s restricted at present through CGHS
nctwork alonc, the question of giving a fixed medical allowance to the pensioners
and 1o provide facilitics for indoor trcatment te them has been under consideration
of the Government for a long time. The Ministry of Health and Family Wellfare
had proposed a fixed medical allowance of Rs.50 p.m. to pensioncrs for day-to-
dav cxpenscs on medicines and consultation for OPD treatment. Department of
Pcnsion and Pensioncrs' Welfarc recommended a lump sum payment of Rs.250
p.m for ailments not requiring hospitalisation in casc of thosc pensioncrs who
were residing m a non-CGHS arca. They also recommended the reimbursement of
Rs.3.000 per person (pensioner and his/her dependants) subject to an upper ceiling
of Rs 7,000 per vear towards cost of insurance for covering hospitalisation.
Various suggestions have aiso been received by the Commission for payment of
medical allowance to pensioners as a percentage of the pension subject to minimum
of Rs 30 for cach dcpendant and further subject to a maximum of Rs.250.

140 18 We have given due consideration to the various suggestions
made to us in this regard and recommend that pensioners residing in an area
not covered by CGHS, should be given a fixed amount of medical allowance
@ Rs.100 p.m. for meeting the expenditure on day-to-day medical expenses
that do not require hospitalisation. In addition, CS(MA) Rules, 1944 should
be extended to pensioners, in a restricted manner so as to facilitate
reimbursement of expenditure on hospitalisation in a Government
hospital/private hospital recognised under CGHS or under CS(MA) Rules for
the purpose. Such reimbursement claim should be settled in full by the

respective Ministry/department of the pensioner under the provisions of
CS(MA) Rules.

HEALTH SCHEME FOR RAILWAY PENSIONERS

14019 A liberalised health scheme for retired railway emplovees has been
wintroduced 1n September, 1988. Under this scheme, retired railway ecmployees can
avail themselves of medicare facilitics from 122 Railway hospitals and 670 Health
Units throughout the country. Free outdoor and indoor trcatment in any of the
railway hospitals/health units is provided to the rctircd employee, his/her spousc
and dependent parents on the same scale and terms and conditions as are applicable
to scrving employces. However, in case of indoor trcatment and special
investigation for dependent children, a charge equal to 10% of the prescribed
schedule charges for outsiders is levied. Reimbursement to pensioners is restricted
to the extent of 50% of the expenditure incurred on admissible items by the
pensioners. Retinng railwaymen are required to pay a one-time contribution equal

to the basic pay last drawn by them in order to avail themselves of the liberalised
medical facilitics.
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140 20 We have received a number of demands about the inadequacy of
the Railway Emplovees’ Health Scheme  The scheme is linited to rathway hospitals
and health umts, winch arc not available at all stations. The demand has been made
that railway pensioners should be allowed to avail themselves of medical aid from
anv rallway hospital in any part of the country on production of medical card. They
also want Railway Travcl Passcs to the ncarest raiiway hospital/unit for availing
themsclves of medical facilitics if they arc living at a place where no hospital/unit
cxists. We, do not recommend any concessional travelling facilities to railway
pensioners for getting medical facilities of primary nature in
dispensaries/units on a day-to-day basis. Passes can be given to pensioners
only in cases where a reference is made by the Doctor of the local unit for
inpatient treatment/hospitalisation or for any specialised treatment of a
chronic ailment. The facility of passes to pensioners for this purpose should
be at par with serving railwaymen.

140.21 A demand has been made for removal of the differences in the
ratcs of contribution between CGHS and Liberalised Pension Scheme for retired
railway cmployces. It has been suggested that since serving railwaymen arc
excmpted from making any contribution for availing themsclves of the medical
facilitics in railways, cx-railwaymen should also be given similar exemption from
making any contribution for the medical facilitics provided to them. We have
considered this demand and feel that since serving railwaymen are not
required to pay any contribution, it has become a source of grievance for
other Central Government employees and even retired railwaymen. We,
therefore, strongly recommend that the serving railwaymen should be asked
to pay contribution at the same rate at which it is charged under the Central
Government Health Scheme. In case of Railway pensioners, the contribution
under Liberalised Health Scheme is slightly lower in comparison to the rates
in case of CGHS. We recommend that a uniform rate of contribution at par
with CGHS rates be enforced. With such enforcement of a uniform rate of
contribution for all serving railwaymen and ex-railwaymen, the differences
in the facilities provided to the two categories should also be removed. Thus,
reimbursement in case of ex-railwaymen which is restricted to 50% of the
expenditure on admissible items should be raised tp 100% reimbursement.
as in case of serving railwaymen. '

140.22 Better facilitics have becen demanded in railway medical
units’hospitals. It has been suggested that family pensioners should be allowed to
avail themsclves of all medical facilities in railway hospitals in the cvent of dcath
of the pensioner. We recommend the extension of medical facilities to family
pensioners after the death of the pensioners. This should be allowed even in

cases where the pensioner had not joined the health scheme during his
lifetime.

POOLING OF EXISTING MEDICAL FACILITIES

140.23 Apart from CGHS, Railways and P&T medical schemes, facilitics
are also being provided by the Armed Forces, Ordnance Factories, Central Police
Organisations ctc. A demand about the pooling of these facilitics for Central
Government employees has been made. Central Government pensioners have also
been demanding pooling of these facilitics for pensioners. None of the
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140 24 in this rcgard. we recommend that pooling of the facilities
provided by different Central Government departments can be considered
for the restricted purpose of providing health care to Central Government
pensioners alone. Oncc the medical allowance recommended by us 1s sanctioned,
pressure on existing infrastructure for day to day ailments will not be there.
However, for the purposc of reference for hosprtalisation and reimbursement of
medical expenditure thercon, it is felt that the doctors/Medical Officers working
in dispensaries of different Central Government departments should be
recognised as Authorised Medical Attendants (AMAs) under the CS(MA)
Rules, in addition to the existing AMASs alrcady recognised under the said Rules.
These AMASs can work as referral doctors for hospitalisation/in-door treatment.
Morcover payment of medical reimbursement bills for such hospitalisation can be
made by the respective departments on the referral recommendations and scrutiny
of bills by thesc AMAs. Thus, medical officers of all the Central Government
departments mcluding thosc in CPOs, Armed Forces, Ra:lwa‘;vs. ctc. shall nced to
be directed and authoriscd to accept this additional responsibility for the sake of’
Ceniral Government peasioners.

OTHER FACILITIES

140.25 A large number of demands have been reccived by us on different
wclfare aspects of Central Government pensioners like establishment of a
Pensioners’ Welfarc Fund, provision of old age homes, library and Reading Room
facilitics, Travel concessions, HRA/CCA, ctc. We recommend that pensioners
should be encouraged to form voluntary organisations of their own and then
avail themselves of benefits under existing welfare schemes of the Ministry of
Welfare and other departments. Establishment of Old Age Homes, opcning of
libraries/rcading rooms, etc. arc facilitics that can be created in this manner.
Membership of the Central Government Libraries which is exclusively restricted
1o serving Central Government Employees should also be opened up to pensioners.

140.26 We have received representations for increasing the extent of
concession available to senior citizens in railway fares from the existing 25% to
50%. Sumilarly, extension of this concession to all pensioners or at least those who
arc of the age of 60 yecars and above has also been demanded. There is a
suggestion that LTC be extended to pensioners. In the casce of Railway pensioners,

there is a demand for increasing the number of PTOs and redefining the term
‘Attendant’.

140.27 We do not find any merit in the demand for extending travel
concessions to pensioners. We, however, feel that the age of 65 years currently
used to define a senior citizen seems to be arbitrary. Now that Government
is likely to approve of 60 years as the age of superannuation, that could be
taken as the cut off point for defining old age. The existing 25% concession
in railway fare should, therefore, be allowed to persons above 60 years of age,
instead of 65 years as at present.
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14028 The demand for pavment of HRA and CCA to pensioncers. was
considered by Department of Pension and Pensioners” Welfare who did not agree
to the demand i principle and also in view of the huge expenditure involved We
cndorse this view  Since pensioners arc {rec to stay in any part of the country and

Goverument have no nght to utilize therr services, they have no claim for payment
of HRA/CCA

140 29 A demand has been made for a "National Housing Policy for
Pcnsioners”, including provisions for subsidized housing schemes and out-of-tumn
allotment of houscs to supcrannuating cmplovees on hire purchasc basis. Bascd
on thc rccommendation of Fourth CPC, Munistry of Urban Affars and
Employment issucd dircctions to States/UTs for protecting the interests of
penstoners while allotting plots/flats through Housing Boards, etc. In this regard,
we fecl that governmental cfforts should be directed to ensure that a government
scrvant acquires a housc dunng his scrvice period itsclf. For this purposc, we have
rccommended simplification of procedurc for grant of HBA, incrcasing the
quantum of advance and linking it with the cost of construction. We, therefore. do
not fecl any need for a separate housing policy for pensioners.

140 30 A demand has been made for cffective legal provisions to ensurc
vacation of houscs of pensioncrs occupicd by tenants. Rent and tenancy being a
statc subject. the Ministry of Urban Affairs and Employment has formulated a
Modecl Rent Control Legislation (MRCL), which inter alia incorporates a provision
for rccovery and immediate posscssion to certain specified categories of peoplc.
The Department of Pension and Pensioners' Welfare should take up the matter with
the Statc Govemment to ensure that each State passes a legislation on the lines of
MRCL. Immediate possession of the residential accommodation of a retiring

employee should be ensured by prompt summary action within a stipulated
time frame,

MISCELLANEOUS DEMANDS‘I

140 31 A demand has been made for permutting pensioners 1n
Departmental meets at par with serving cmplovees. We recommend that
wherever possible, the retirees should be encouraged to participate in the
socio-cultural activities of the department. In fact, Departments should
themselves devise certain programmes like sports events, veterans' meets ctc.
especially for old retirees of the department.

140 32 Extension of Children Education Allowance to pensioncrs'
children has been demanded. At present, the payment of the Allowance is
admissible only up to the cnd of the academic session in which the cvent of
rctirement takes place. We do not regard it as a general problem of pensioners, as
those retiring on attaining the age of supcrannuation will not gencrally have
children in the age group of 5-20 years. In so far as voluntary retircment cascs arc
concerned, the Government servants themselves opt for it knowing fully well the
details of benefits available under the scheme. We, therefore, do not find any
merit in the demand.

140.33 A demand has been made that pensioners should be given a
parting gift up to a cost of Rs 1,000. We feel that retiring employees should
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always be given a warm send-off, cven 1f 1t entails some contingent expenditure
on the pant of the departiment - A sutable farewell function should be organiscd and
1t should be presided over by the Head of the Department/officc  The retirmg
cmplovee should be given an opportumity to express s scntiments at that crucial
moment of his lifc. The occasion should also be uscd to reiterate the continued
concern of the department towards its retining cmployvees

140.34 Demands have also been madc for payment of loans, special pay
for adopting small family norms and funcral grant, age rclaxation to children of
pensioners in matter of cmployment, allotment of gas agencics, ration shops, petrol
pumps. public tclephonc booths cic. to pensioncrs, provision of tclecphone
conncctions on prionty basis, car allowance, ctc. We do not find merit behind such

demands and, therefore, do not rccommend these for consideration by the
government.

140.35 In conclusion, we recommend that the Department of Pension
and Pensioners' Welfare should print a brochure every year, incorporating
all the changes brought in the rules about pensions and pensioners' welfare.
Such a brochure should be given wide circulation and may be priced
reasonably.

}géo



47

Other mattens (onconing Pensioners

Removal of
reStriclions on
commercial
employment

Views of Fourth
CcrPC

QOur Recommend-
ations -

Deduction of
Pension from last
pay drawn

1411 Central Goverinent pensioners have raised scveral issues for
consideration of thc Commission which can appropnately be discussed in this
chapter.

1412 Suggestions have been made for removal of restrictions on
acceptance of commercial cmplovment within two years of retirement. it has been
urged that instcad of requiring all Group A’ officers to oblan prior permission,
sensitive posts could be identificd in cach Ministrv/Department and that merc
intimation of acceptanceof employment should suffice in other cases. Instances of
any violation could instcad be appropriatcly dealt with undcr the cnabling
provisions of the Pension Rulcs.

1413 This question was also considcred by the Fourth CPC, which
suggested a review of the existing rules and proccdurcs. No changes were,
however, made in the rclevant rules by government in pursuance of this
rccommendation.

1414 The suggestion that Rule 10 of the CCS (Pension) Rules, 1972
should be repealed has been considered by us in the context of the Voluntary
Retirement Scheme. Our recommendations made in the aforesaid Chapter would
be cqually applicable in cascs of rctircment on superannuation.

1415 It has been urged that pension should not be deducted from the
pay fixed on re-employment sincc this is paid for services rendered in the past by
the employec and that the pay last drawn before retirement should be protected. We
have considered the suggestion carefully and do not find any merit in thc suggestion
that on rc-employment of a pensioner pay last drawn bcfore retircment should be
protected and pension should also be allowed to be drawn scparately. The existing
instructions regulating pay fixation on re-employment appear to to be quite
satisfactory and may be continucd. However, ignorable portion of pension for
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pav fixaton, wherever apphcable. may be raised to Rs.1.500 from the existing
amount of Rs.500. Sinularly. the existing ceiling of Rs 8.000 pm on pay and
gross pension/pension cquivalent of retirement benefits may be revised to the
maximum salary pavable to a Sceretary to the Government of India in the revised
pav scales. recommended by us

1416 The practice of granting extension in scrvice to persons who have
attamed the age of superannuation creates a class of public scrvants who are
prepared to compromisc their integrity 10 any extent for the purposc of carning an
extenston m service. Since the extensions are granted in short spells, the official
concemed works cssentially "on daily wages” and is willing to do anything to
pleasc his superiors. Such behavior 1s especially pernicious at very senior levels
where the entire burcaucracy can be mamipulated by a clever politician by kecping
cvery crucial official on extension. No fearless and independent advice can be
rendered by such civil servants. In order to restorc the dignity of the officers and
10 prevent the abuse of their lugh office. it is recommended that the provision
relating to grant of extension in service be deleted from the Rules. No one in
Government should have the power to grant such extension under any
circumstances whatsoever. This single recommendation will, more than
anything else, build up the morale of the civil services to a high point. We
recommend it in the strongest terms possible for Government's consideration

1417 Rc-employment of pensioners as Consultants only may be
considered for a penod not exceeding one year. for work which is considered to be
of a timc-bound nature, such as review and revision of manuals, departmental
iquirics. ctc. on which adcquate and undivided attention cannot be paid by the
serving officcrs because of their other preoccupations. No other kind of re-

cmployment should be permutted. except that of cx-scrvicemen, for which the
status-quo mav continuc.

141 & Suggestions have been made for gainful utilisation by Government
of services of expericnced pensioners on payment of honorarium and provision of
ncentives. such as preferential allotment of petrol pumps, gas agencics, fair price
shops ctc 1o them. It 1s an adnutted fact that pensioners have rich and varied
expenénce and are very talented in various sphercs becausce of their exposure to
diverse and complex problemss dealt with in Government Departments.  Their
experience should be utilised to the extent possible by enlisting their services
in handling court cases, departmental enquiries, adult education
programmes.etc. Bccausc of their intimate knowledge about the department's
functions, pensioncrs can better project a department’s casc before a judicial body
than a standing counscl who 1s always hard pressed for timc and may not alway's
appreciate the complexitics involved.  Similarly, pensioners can, if they arc
properly organised, motivated and financed, launch a major offensive against
illitcracy especially w the rural areas where most of them tgnd to scttle down. But
we are not in favour of preferential allotment of petrol pumps, gas agencies,
fair price shops, etc. to them.
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1419 Central Government ecmplovees are often sent on deputation in
public nterest to Central Public Sector Undertakings. on their own volition
applving in responsc to advertisements. and get permanently absorbed there  Such
cmiplovees arc deemed to have retired from service from the date of abserption

14110 Suggcestions have been madc for restoration of full pension aficr
15 vears from the datc of absorption and grant of Dearncss Relicf, Interim Rehef
ctc . on rcstoration of pension.

141 The question of restoration of 1/3rd portion of the fully commuted
pcnsion was considered by the Supreme Court 1n°*Writ Petition (C) No 11855 of
1985. The Apex Court in its judgement dated 15th December, 1995 held that a
clcar-cut distinction was made in Rulc 37-A of the CCS (Pcnsion) Rules itsclf
between 1/3rd portion of pension to be commuted without any condition attached
and 2/3rd portion to be reccived as terminal bénefits subject to the condition that
the Govemnnicnt servant will surrender his right of drawing 2/3rd of his pension.
The Court held that in so far ag commutation of 1/3rd of pension was concerned,
the petitioncrs as well as the petitioners in the Common Causc casc stood on a
similar footing with no diffcrence. That being the position, the demal of benefit
given to the Common Cause petitioners to the present petitioners (absorbed
cmployces) violated Articles 14 and 16 of thc Constitution. The rcasoning for
restoration of 1/3rd commuted portion in the casc of Common Causc petitioners
cqually applied to the restoration of 1/3rd commuted pension in the casc of
absorbed employees as well. In view of the fact that the absorbed cmployces had
recctved the commuted value (terminal benefits) on the condition of surrendering
of their right of drawing 2/3rd of thcir pension, there was no justification for
restoring the full commuted pension. The judgement of the Apex Court has

been implemented by the Government by issuc of O.M. No.4/3/86-P&PW(D)
dated 30.9.1996.

141.12 The payment of Dcamcss Rclicf is suspended if the
penstoner/family pensioner is employed/re-cmployed under the Centrai/State
Govemment or re-employed/cmploycd/permancntly absorbed in a Central or State
Govemment company, corporation, undertaking or autonomous body or in the RBI
or any public sector bank or in GIC, LIC ctc. Dcamcss Rcelicf is revived after the
spell of such re-cmployment/employment. Having regard to the fact that Dcarness
Relief on pension is paid to restore the pension to its original value which is croded
by the nise in the cost of living, the demand appcars to be logical. If the Dearness
Rclicf is not paid. the person concerned gets a diminished pension in terms of real
valuc. In the casc of absorbed cmployces who had commuted their full pension,
onlv I/3rd will be restored in implementation of the Judgement of the Apex Court
dated December 15, 1995. In their casc, 1/3rd of their pension will be trcated as full
pension which should be taken into account for payment of Dcarness Relief. With
a view to maintaining the original value of the pension, we are of the view that
payment of DR/IR should not be suspended where pay is fixed at the
minimum of the pay scale during employment/re-employment of a
pensioner/family pensioner.
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14113 It has also been urged that the absorbed employvees mav be given
an option 1o come over 1o the pension scheme, subject to their refunding the 2/3rd
commuted value of pension with simple miterest at the rate of 6% per annum The
Fourth CPC had recommended that the feastbthty of giving such an option to the
absorbed craplovees mav be considered. A simular recommendation was made by
the Comnussion for the CPF retirees in Chapter 9 of its Report The CPF
beneficianics who were still in scrvice on L1 1986 were deemed 10 have come over
to the pension scheme on that day unless they specifically opted to continue under:
the CPF scheme. The Government did not accept the recommendation of the
Comnussion because of admimistrauive problems. In view of the practical
difficultics involved in allowing an option to switch over to the pension
scheme at such a distant date, we are not inclined to recommend giving an
option to CPF retirees and the absorbed employees to switch over to pension
scheme

[41 14 Suggestions have been made that the past service rendered in a

* PSU prior to appointment in the Central Government should be taken mito account

for pensionany benefits. which should be determined on the basis of the combined
scrvice rendered in the PSU and the Government.

14113 After liberalisation of the cconomy, there 1s a gr ..er need for
exchange of experience among Govermment, private and public scctors. We are
of the considered view that mobility between various sectors needs to be
encouraged despitc wide dispantics in pay and pension structurcs between
Government and  Public Scctor Undertakings and among different PSUs
themsclves With a view to attracting suitable manpower from the PSUs, we feel
that such of the public sector employees who opt to be absorbed permanently
in Central Government departments may be allowed to count their past
service rendered in the PSU before absorption for the purpose of computation of
penstonany benefits on their retirement on superannuation from Government
service. provided the concermed PSU discharges its hability of pension and other
pensionary benefits for the services rendered in the PSU. We. however, do not
rccommend rcopening of past cascs

14116 On the same analogy, Government employees who join PSUs
should also be allowed to have their past service in Government counted in
the PSUs for the purposc of computation of retirement benefits. For this purposc.
Government could cnter into a reciprocal agreement with its PSUs.

141 17 Suggestions have been made to permit a retiring officer to retamn
Government accommodation for a period of 2 vears or till such time as he is ablc
to make altermative arrangements.

141 18 in view of the fact that the present concession of retention of
residential accommodation has been extended as a welfare measure and that there
ts alrcady an acutc shortage of government accommodation for allotment 1o ¢ligibic
and scrving employcees. acceptance of the suggestion would only further aggravate
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the existing shortages  The date of retircment on supcrannuation 1s known to ¢ven
Govermment emplovee well in advance and it 1s desirable that he finalises his plans
well i time so that he does not continuc m the accommaodation allotted by
Government whilc in service  We do not find any merit in the suggestion and
do not recommend any change in the existing practice being followed

14119 Suggcestions have also been made to relax Rule 3 of the Central
Government Employees Welfare Housing Organisationn terms of wiich
penstoners who had retired not morc than 5 vears carhicr than the date of
announcement of a scheme are also cligible to be considered for allotment of
houscs/flats along with thosc about to supcrannuate. It has been suggested that
pensioncrs should be cligible for allotment regardicss of the date of therr
supcrannpation and of the fact whether they were alrcady in posscssion of
restdential accommodation alloticd by the Delhi Development Authority and other
similar housing bodics.

141 20 Army Welfarc Housing Organisation and Indian Railway Welfare
Orgamsation, which construct houscs for thc Armed Forecs personnel and ratlway
cmployces respectively, cnrol the serving emplovecs and pensioners as members
wrcspective of the daic of their retirement subject to fulfillment of other cligibility
conditions such as not owning a housc at a placc where dwelling units arc proposcd
to be constructed. In the casc of IRWO, a minimum of 20 vears' scrvice beforc
rctircment 1s insisted upon. Since CGEWHO is also pattemced on the hines of
AWHO and IRWO which confcr membership on a pensioncr irrespective of his
date of retirement, there is.no justification for restricting thc membership only to
pensioners who retircd not more than five vears carlicr. It would, therefore, be
desirable to remove the restriction of 5 years for conferment of membership
in case of CGEWHO. We are, however, not in favour of removing or
relaxing the other conditions of eligibility.

141 21 A deposit scheme for retiring employees of Government and
Public Sector undertakings was introduced in the ycar 1989. Under this scheme, a
rcurcd cmployee can deposit a minimum amount of Rs.1,000 and thereafter i
multiples thercof which' should not exceed the total amount reccived as retiral
benefits. Interest 1s paid half-ycarly on 30th Junc and 3lst December at the rate of
10% per annum which is totally excmpt from Income Tax. The account under the
scheme can be opencd within 3 months of receipt of retirement bencfits. Part or
full withdrawal in multiples of Rs.1,000, and on a single occasion in a calendar vear
is permissible 3 vears after opening the account. Premature withdrawal on
completion of one year but before the expiry of 3 years is also permissiblc; intcrest
in such an cvent is payable at the rate of 4%. If intcrest has alrcady been paid 4
10%, the difference is adjustablc.

141.22 Suggestions have been made to revise the rate of intcrest under
this scheme to at lcast 24%. We have given careful consideration to the suggestion
made by pensioners and their associations. We have also taken notc of the fact that
serving employees who subscribe to the General Provident Fund are paid interest
@ 12% per annum which is totally exempt from Income-Tax. They are also
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allowed withdrawals liberally from the fund  Wath a view to ensuning that the
retired emplovees arc freed from the botheration of obtaiing certificates of mtcrest
accrued on their investments from different agencics and claiming refunds of the
taxn deducted at source. we feel that the rate of interest on special
savings/deposit scheme for retiring employces of the Government needs to be
raised to the same rate which is allowed on General Provident Fund No other
change 1s recommendcd n the schenic

14123 Suggestions have been made for creation of a Pensioners’ Welfare
Fund on the pattem of the Compassionate Fund of the Government of India under
which rclicf is provided to the surviving familics for financing welfarc schemes for
pensioners  In view of the Government's precarious financial position, it is
proposed that whatever facilities already exist for the serving employees may
be allowed to be shared by the pensioners, without creating a separate
welfare fund for the pensioners.

141 24 It has been urged that pensioncrs' associations should be allowed
the same facilitics as arc allowed to associations of scrving cmployces. We have
considered the suggestion and feel that the number of associations representing
pensioners needs to be reduced drastically so that they can function cffectively.
Unless this 1s donc it may not be possiblc for the Government to extend facilities
to thousands of associations. Wc arc, therefore, of the view that a mechanism
needs to be evolved to grant some sort of a recognition to the pensioners’
associations who arc capable of cgpouéing their cause. ‘Such of the associations
which are granted recognition may be provided facilities to the extent possible,
including provision of accommodation for housing their offices.

141.25 Suggestions have been made by vanous associations of pensioners
that the judgements granting relief in individual cascs should be extended to other
similarly placed pensioners without requiring them to approach the courts for
simular rchief. Tt has also been suggested that the Government should be restrained
from filing appcals against judgements pronounced in favour of pensioncrs.

141.26 While we do not endorsc the idca of placing fetters on the
discretion of the Government to file appeals before the appropriate Court, we fecl
there 1s some scope for avoiding litigation by a judicious application of mind. We
arc of the view that court judgements. when delivered on merits, should not only
be implemented invanably but their benefits should also be extended to similarly
placed persons without requiring them to resort to litigation. However, in
thosc cascs where judgements have been delivered in favour of an aggricved party
on technical grounds but not on merits, and thc Government is of the opinion that
the judgement is against the pronounced policy of the Government or its
implementation would have adverse cffect on the cconomy of the country because
of enormous financial implications which the public cxchequer cannot absorb, it
should have the discretion to file an appcal before the appropriate Court. The
above recommendations arc being made kecping in vicw the limited resources
which are at the disposal of the Government.
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14127 A Standing Commuttee of Voluntary Agencics (SCOVA) wa,
constituted in July 1986 under the Department of Pension & Pensioners’ Wellare
with the following objectives:-

1) To provide a feedback on programme implementation of the Department,
2) to discuss and critically cxamine new policy imtiatives. and

3) to mobihisc voluntary cffort to supplement the Government action.
141.28 The Additional Sccretary in the Dcpartment of Pension &

Pensioners' Welfare functions as the Convener and Member Sccretary of SCOVA.
The Fourth CPC had suggested broad-basing of the objcctives listed at SI.No. (2)
and (3) above so as 1o highlight various problcms of pensioncrs.

14129 The pensioncrs' associations which appcarcd  before the
Conunission expressed their satisfaction at the functioning of the SCOVA but fclt
that it should mect more frequently than at present to discuss problems afflicting
the pensioners. The Commission had reccived the maximum number of
memoranda from the pensioncrs and their associations and it became difficult for
it to decide which associations should be called to tender oral evidence. With a
vicw to providing an cffective forum to the pensioners and their associations for
redressal of their gricvances, we fecl that SCOVA should meet more frequently
and 2t least once in three months. We are also of the view that SCOVA
should be a multi-tier institution and it shou!d have the same machinery for
implementation of the decisions taken as in the case of JCM including that of
reference to Board of Arbitration wherever a disagreement is recorded, and
the recquirement of going to Parliament where a particular Award is not to be
implemented by Government  Unless the SCOVA becomes an effective
institution for providing redressal of disputes and complaints with respect to
pensionary matters, courts would continue to be flooded with petitions. The
Department of Pension and Pensioners’ Welfare may cvolve a suitable mechanism
to regulate the number of pensioncrs’ associations and identify cffcctive ones which
should only be consulted on policy matters concerning the pensioner community.

14130 There should also be a well-considered policy for nominating
representatives of pensioners on various committees and other fora of
Government where issucs relating to the welfarc of pensioners arc likely to be
discussed and debated. This will give them a fecling of involvement in decision
making.

153 31 While most of the State Governments adopt the recommendations
of the Central Pay Commissions in rcgard to pensionary benefits, others sct up
their own Pay Commissions for determination of the pensionary benefits of their
employees. Suggestions have been made by a number of pensioncrs' associz.ions
that there should be complete panity in retiral benefits among employees of Central
and Statc Governments and autonomous organisations which are financed wholly
or partly by the Central or Statc Governments. While there can be little doubt
about the uscfulness and advantage of having a uniform pattern of rctircment:
benefits for the employces of Central and Statc Governments and autonomous
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organisations, we feel it would not be appropriate for us to put {etters on the
discretion and authority of State Governments or autonomous organisations
to detemunc the conditions of scrvice and quantum of pensionary benefits to their
cmplovees. taking into account their own financial posttion and the pecuhar
circumstances of cach State.
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