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CHART SHOWING TYPICAL CASES OF CONTRIBUTION

WEIGHTAGIJ

EMPLOYEE| AGEASOF |  PAST REMAINING| QUALIFYING | PENSION
1992 SERVICE | FOR PAST PENSIONABLE | AS % OF
SERVICIE | SERVICE SERVICE | (BASIC+D
(1.25% P.A
(YRS.) (YRS.) (YRS.) (YRS.)
A 20 0 0 38 38 41.50
B 25 5 4.25 33 37 46.25
c 30 10 3 28 36 45.00
D 35 15 11.25 23 34 42.50
E 40 20 14 18 32 40.00
F 45 25 16.25 13 29 36.25
G s0 30 18 8 2% 32.50
H 55 35 19.25 3 22 27.50
J 58 38 1976 0 20 25.00
\
!
NOTE: Besidesdirect contributions fromBasic + DA (P.F.Gross), employees

to make up a total of 60 monthly instalments, and employees retiring

have to make certain indirect contribution from fringe benefits.

!



ANNEXURE ‘A’
) PENSION FUND & PENSION PAYABLE ON RETIREMENT

BASIC & DA DIRECT DIRECT MONTHLY PENSION | YEAROF
(P.F. GROSS) CONTN. % CONTRIBUTION PAYABLE RET.,
ON AT
BASIC DA THE TIME
AT . AT AT AT OF RET,,
RESENT | RETIREMENT PRESENT | RETIREMENT P.M.
RS. RS. RS. RS. RS.
2,400 34,917 2 48 698 16,585 2030
2,500 25,279 2 50 506 11,692 2025
| 2.800 19,742 3 84 592 8,884 2020
3,000 14,725 3 90 442 6,258 2015
i 3,000 10,250 4 120 a0 4,100 2010
. 3,100 7,385 4 124 295 2,677 2005
| 3,300 5475 6 198 329 1,779 2000
‘ 3,400 3,929 6 204 236 1,080 1995
. 3,500 3,500 6 210 210 875 1992
1

ess than § years of service left, have to contribute in lumpsum the balance instalments
year A.D.2000 have to deposit the existing retirement benefit. Further all employees



THE (DRAFT) PENSION SCHEME
-What it is Now & What it can Become

(Circular letter- il from the President)

Dear Comrades,

1.

In the printed Circular letter dated 7.5.92 | have explained the
background and certain developments relating tothe introduc-
tion of pension scheme for industrial workers in general and for
Ashok Leyland workers in particular.

The REFERENDUM to be held on 16.5.92 will decide whether
the ALEU should proceed with the introduction. of a pension
scheme immediately or postpone the issue. | must emphasize
that, including me, all Office-Bearers and all Executive Commit-
tee Members of ALEU want a pension scheme in which the AL
management also should make a reasonable contribution cor-
respording to the employees’ contribution, Therefore all will
agres that the Referendum need not find out whether we want

a pension scheme with or without Management’s contribution.

In the pension scheme that is now possible, the AL Manage-
ment is not prepared to make a matching or similar contribu-
tion. However | am confident, as already stated in my earlier
Circular, that the AL Management's contribution.gan be
achieved during the next wage revision). Since the rate of direct
contributions by the employees from their salary is kept at a
relatively low level, and since deaths, permanent total disable-
ment and past service have to be taken care of, additional
indirect contributions have to be also made by employees for
some time depending on the position of the Pension Fund that
will be set up.

The pension scheme that is now being evolved cannot be said
to be hundred percent perfect. It will have to-be improved and
perfected as we go along with actual experience of running it,
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as is the case with any scheme. However the money that goes
into the pension Fund cannot be taken away by the AL Manage-
ment and has to be used through a Trust only for providing
pension to the members. To avail of income tax exemption etc.,
and to satisfy rules relating to the formation of a Trust, the
pension will have to be given by purchasing annuities from the
LIC alone. The-pension scheme should also be approved by
the Income Tax Department.

‘ A Trust wm be formed to run the pension scheme and to take

appropriate decisions from time to time subject to the rules and
requirements of the Income Tax Department or any other
connected Authority. The Trustees can be only persons who

are employed in the Company.

~n arnvmg at the various accounting figures relatlng to the

pension fund and benefits, an actuary has to play an important
role by studying insurance risks and by calculating the rates of
contribution and pension, etc., based on available data and
standard rate of escalation and so on. His certificates will also

' become necessary for certain purposes in running the pension

stheme. The financial position of the Pension Fund has to be

' reviewed periodically, apart from the annual audit. Based on

such review, the Trustees may make changes in the rates of

»centribution and penswn ‘

The salient points. of the Draft Pension Scheme now under
., consideration are given below. However suitable or necessary

changes may have to be made if required by the Income Tax

‘Department or LIC. Until the Trust is formed, all these changes
‘are bound to be discussed in the Union Executive Committee

for finalising the same.

GONTRIBUTIONS

Direct monthly contrubutlons from emplayees will be as fol-

lows:«. -



AGE GROUP %of (Basic & D.A.) P.F. Gross

Upto 28 years 2
29,t6,38years 3
- 39 to 48years 4
49 to 58 years 6

"~ NOTE: The above percentage rate will be as at the time of entry
into the pension scheme and will not change thereafter for any
member.

7.1.2. Aminimum of § years' or 60 monthly contributions are compul-
sory. Employees with less than 5 years’ service after the
pension Scheme is started will be required to pay the balance
contribution in a lumpsum. Employees retiring upto the year
AD 2,000, will also deposit in the Pension Found their existing
Retirement Benefit under Clauses 2.13.1 and 2.13.2 of the
Agreement dated 21.7.1989 (Approximately Rs.7,200 +
3,500).

7.1.3. Additional indirect contribution (about Rs.85 lakhs per year) will
be made to the Pension Fund by diverting the Uniform, milk
allowance, gbggles, gada cloth, etc., with-an escalation of 5 per
cent per annum. This is necessary because the direct con-
tributions alone are not enough to take care of pension, death
and disablement etc. The management is however prepared
to provide all or part of this requirement (of about Rs.85 lakhs
per year) by changing certain work practices including full-day
work by ALEU Executive Committee members.

7.1.4. The Management will make a nominal contribution of Rs.100
per year, to the Pension Fund. This will enable the formation of
a Trust and also the approval of the pension Scheme and
Income Tax relief.

7.2. Eligibility Etc.



7.2.1.Normally 15 years of membership of the Pension Fund is

required to be eligible for pension. For employees already in

service, the past years,of services will be given weightage -
calculated as (90-s) S/100, Where S stands for past service.

The qualifying service for pension (or membership of the

Pension Fund) Will therefore be the weightage for past service

plus service after introduction of the pension Scheme. For

employees recruited after the age of 43 years, for example,

ex-servicemen, pension will be worked out on a proportionate

basis.

7.2.2. Pension will be normally payable on attaining the age of 58

years. However in cases of permanent total disablement or
upon death, while in service the pension benefits can be availed
of immediately or later on by exercising suitable options avail-

_able for the purpose. (The exact nature of the option will be

decided when finalising the Pension Scheme).

7.2.3.In case of resignation after 15 years of membership, the

available amount can be transferred to another approved
pension scheme, or pension paid after 58 years of age, or the
amount returned according to the rules made in this regard. In
case of resignation before 15 years of membership, the avail-
able amount can be transferred to another approved pension
fund, or returned according to rules made in this regard.

Suitable rules can also be made to cover cases coming under
- voluntary retirement.

7.2.4.In cases of dismissal or abandonment of service, eligible

7.3.

amount can be refunded according to rules made in this
regard.

- Benefits:-

Based on certain guide - lines of LIC found in some pensior
schemes and according to some actual calcutations with avail-
able data for Ashok Leyland employees, the following benefits



are proposed. This may undergo revision depending upon the
income of the Pension Fund from time to time.

7.3.1.A monthly pension at the rate of 1.25% per year of qualifying
pensionable service (weightage service plus future service), will
be paid after attaining the age of 58 years. This will mean that
for those who are already in service and are due to retire soon,
about 25% of their Basic and DA at the time of retirement will
be paid as pension. For those who have just joined and have
38 years of service left, 47.5% of their Basic and DA at the time
of retirement, will be paid as pension. For all other employees
it will range from 25% to 47.5% of their Basic and DA at the time
of their retirement, and according to their pensionable service.
In cases of death/total permanent disablement, while in ser-
- vice pension will be paid according to their options. -

7.3.2. The pension is for life for the member and in case of death while
in service, for the widow for her life. Different periods of guaran-
teed years (5,10,15) are also allowed by LIC according to the
‘option made by individual members/Beneficiaries (Nominees)

~ atthe time of purchasing the annuities. According to the option
made, pension can be of a higher amount, with no return of
capital to the Beneficiary, or of a lower amount to the member,
and return of capital to the beneficiary according to the
prescribed rules of LIC.

7.3.3. Members who desire to receive a part of their pension in

- lumpsum (by commuting it), can receive upto 1/3 of the value

of the annuity, as allowed by LIC. However, their monthly
pension will be reduced accordingly.

Review of the Pension Scheme:- If any statutory Pension
Scheme is introduced in future, it will be open to the ALEU to
review the present scheme and decide afresh about which of
" the two schemes should be adopted thereafter, with such
modifications as may be permissible and/or necessary.
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The actuarial calculations have been made on the basis of
existing data regarding salary, past service, remaining service,
recruitment, death rate, interest on investments, etc. For calcu-
lating salary for future years, escalation at 7.5% per year has
been adopted (as per LIC norm) for 38 years. The Trust is

‘therefore empowered to review the Pension Fund position
_periodically and revise the rate of contributions to the Pension

Fund and the rate of pension to the members.

Presently investments of Provident Fund or Pension Fund
amounts are controlled by the Government through the
Reserve Bank of India, and the interest earned by these Funds
is such that for purposes of actuarial calculations only 12% is
possible. However, in the recent Budget, the Government has
announced that in future pension funds will be allowed to be
invested in Mutual Funds approved by the Securities and the

- Exchange Board of India (SEBI) while the rules in this regard
are perhaps yet tO be framed, there are indications that the

interest earned by investing in Mutual Funds may be more than
15% since the Trust managing the Pension Scheme will be
reviewing the position of the Pension Funds from time to time
and taking appropriate and wise investment decisions, the
following three possibilities can arise:-

i) Reducing the rate of direct monthly contribution to the
Pension Fund,

ii) . Reducing indirect contribution by restoring some or
all of the fringe benefits, and

iy Enhancing the rate of pension.

QObtaining the Management’s Contribution to the Pension Fund
is our unanimous goal,.and as stated in my Circular dated
7.5.92, it wilt be easier to achieve this goal in the next wage
revision by introducing the present Draft Pension Scheme
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before the next wage revision itself. When this goal is achieved,
the same three possibilities stated in para 9 above will also
arise. A combination of both these events (better investment
and the Management'’s contribution) can improve the pension
benefits for the employees in coming years.

It is not possible to work out and publish the exact picture for

- each and everyone of the over 7,000 employees. However nine

typical examples, covering all the four age groups, have been
worked out actuarially and a chart (Annexure ‘A’) showing the
same for your information. The present salary in these typical

' cases is based on their existing actual salary, and the salary at

retirement is worked out with an escalation of 7.5% per year. It
can be seen from the chart that an employee who has just
joined in 1992 at the age of 20 will contribute at 2% of his Basic
and DA for the next 38 years. His monthly contribution this year
will be.at Rs.48 from Basic and DA of Rs.2,400 per month, and
during the year of retirement (AD 2030) it will be Rs.698 from
an escalated Basic and DA of Rs.34,917 per month. At 47.5%
of his Basic and DA his pension will be Rs.16,585 per month.
Similarly, an employee who joined 35 years ago and is today
55 years old, will contribute 6% of Basic and DA for the
remaining 3 years. His monthly contribution this year will be
Rs.204 from a Basic and DA of Rs.3,400 per month, and during
the year of retirement (1995) it will be Rs.236 from an escalated
Basic and DA of Rs.3,929 per month. At 27.5% of his Basic and

- DA his pension will be Rs. 1,080 per month. (This employee will

however also have to contribute the balance of monthly instal-
ments and their existing retirement benefits as stated in para
7.1.2 above). In addition to the direct monthly contributions, all
the employees have also to make additional indirect contribu-
tions until further notice, as stated under para 7.1.3 above. it
must be appreciated that individual workers would find it too
difficult to invest any savings into any private money schemes
or banks etc., to draw pensions. Further, such individual ap-



proach will in most cases not provide income tax relief either
for the deposits or for the interest and benefits earned from
those deposits.

12. The limited question to be decided through the Refrendum on
16.5.92 is whether ALEU members will authorise the Union to
. enter into an agreement with the Management immediately on
the Draft Pension Scheme described above, more particularly
at Paras 3, 4, 5 & 7. If the members also authorise it, the
Executive Committee can thereafter discuss and finalise further
details and also decide on which of the fringe benefits can be
diverted into the Pension Fund and/or what working practices
can be modified to provide the additional indirect contribution,
as stated in para 7.1.3 above. The exact question or questions
to be entered in the ballot paper for the Referendum, will be
decided in the Executive Committee meeting on 13.5.92, and
also displayed on the Notice Boards soon thereafter, so that
altmembers may be enabled to give their judgement in the most
democratic and enlightened manner. This Pension Scheme
has the potential to give you a comfortable retired life, and it is
now.in your hands to decide when to start it.

With fraternal greetings,

(MICHAEL B. FERNANDES)

"PRESIDENT

Ashok Leyland Employees’ Union. (Regd. N0.2286)
Ennore, Madras - 600 057.

Date: 12.5.1992.



ASHOK LEYLAND EMPLOYEES’ UNION
(Regd. NO.2286)
ENNORE : MADRAS - 600 057.

THE (DRAFT) PENSION SCHEME

-WHAT IS NOW & WHAT IT CAN BECOME
(CIRCULAR LETTER Il FROM THE PRESIDENT)
12.5.1992
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